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A. BOARD MATTERS

1) Board of Directors

(a) Compasition of the Board

Complete the table with information on the Board of Directors:

Honorary

Amb. Alfonso T. | NED N/A Corporate Chairman June 24, Annual 11 years
Yuchengco Governance | (May 27, 2013 SH
Committee 2002 to Meeting
present) June 24,
Director 2013
(June 30,
2003 to
present)
Board
Helen Y. Dee NED N/A Corporate Chairperson | June 24, Annual B years
Governance | (June 27, 2013 SH
Committee 2005 to Meeting
present} June 24,
Director 2013
{March 28,
2005 to
present)
Director {
Lorenzo V. Tan | ED N/A Corporate President June 24, Annual 6 years
Governance | and CEO 2013 SH
Committee (April 1, Meeting
2007 to June 24,
present) 2013
Director
Cesar E.A. NED N/A Corporate (1995 to June 24, Annual 18 years
Virata Governance | present) 2013 SH
Committee Corporate Meeting
Vice- June 24,
Chairman 2013
(June 22,
2000 to
present)
Director
Atty. Teodoro D. | NED N/A Corporate (June 28, June 24, Annual 14 years

! Rackoned from the election immediately following January 2, 2012.
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Regala Governance | 1999 to 2013 SH
Committee present) Meeting
June 24,
2013
Director
Atty. Wilfrido E. | NED N/A Corporate (March 27, June 24, Annual 7 years
Sanchez Governance | 2006 to 2013 SH
Committes present) Meeting
June 24,
2013
Director
Atty. Ma. Celia | ED N/A Corporate (June 26, June 24, Annual B years
H. Fernandez- Governance | 2005 to 2013 SH
Estavillo Committee present) Meeting
Corporate June 24,
Secretary 2013
(February
28, 2005 {0
present}
Corporate Director
Medel T. Nera NED N/A Governance | (July 25, June 24, Annual 2 years
Committee 201 to 2013 SH
present} Meeting
June 24,
2013
Director
Tim-Chiu R. NED Internatio | Corporate (March 26, June 24, Annual 1 year 3
Leung nal Governance | 201210 2013 SH mos.
Finance Committee present) Meeting
Corporati June 24,
on 2013
Director
Minki Brian NED Hexagon | Corporate (June 27, June 24, Annual 2 years
Hong Investme | Governance | 2011to 2013 SH
nts B.V. Commiitee present) Meeting
June 24,
2013
Director
Tze Ching I NED Hexagon | Corporate {November | June 24, Annual 2 years
Chan Investme | Governance | 28,201110 | 2013 SH
nts BV, Committee present) Mesting
June 24,
2013
Director
Francis G. NED N/A Corporate {December | June 24, Annual 1/2 years
Estrada Governance 17,2012t0 | 2013 SH
Committes present) Meeting
June 24,
2013
independen
Armando M. D N/A Eduardo S. t Director June 24, Annual 10 years
Medina Lopez / not (February 2013; SH
related 26,2003t0 | 1 year Meeting
present) June 24,




2013
independen
Francisco C. D N/A Eduardo S. t Director June 24, Annual 7 years
Eizmendi, Jr, Lopez / not (May 26, 2013; SH
related 2006 to 1 year Meeting
present) June 24,
2013
Independen
Antonino L. D N/A Eduardo S. t Director June 24, Annual 6 years
Alindogan, Jr. Lopez / not (November | 2013: SH
related 12,2007 to | 1 year Meeting
present) June 24,
2013

{b) Provide a brief summary of the corporate governance policy that the board of directors has

adopted. Please emphasize the policy/ies relative to the treatment of all shareholders, respect
for the rights of minority shareholders and of other stakeholders, disclosure duties, and
board responsibilities,

The latest revised Corporate Governance Manual was approved by the Board of Directors last 28
January 2013, a copy of which is attached as Annex “A” hereto and made an integral part hereof.
The revised Manual incorporates provisions from BSP Circular No. 749 as amended by Circular No.
757 re:  "Guidelines in Strengthening Corporate Governance in BSP Supervised Financial
Institutions,” SEC’s Revised Code of Corporate Governance, as well as principles from the
"Principles for Enhancing Corporate Governance” issued by the Basel Committee on Banking
Supervision and the Maharlika Board listing and disclosure rules.

As a policy statement under the Bank's Corporate Governance Manual, the Bank has structured
itself to ensure that men and women who comprise it adhere to the basic principles of good
governance, namely:

a. Transparency or the availability of information through expansion of public disclosure
requirements;

b. Accountability which involves providing adequate incentives and instilling in the business
environment the discipline to act in the best interest of the company; and

c. Fairness/equity which implies that the rights of all concerned parties are protected.

Directors shall not only promote the interest of stockholders but also that of other
stakeholders such as depositors, investors and borrowers.

As a policy, the Board of Directors shall insist on strict adherence to the Bank's Corporate
Governance Manuai, which shall guide all relations with the Bank's major and other stakeholders
and with the general public.

The Manual provides for the powers and authority, general responsibifity, duties and functions of the
Board and the duties and responsibilities of the individual director which are based on regulations
and international best practices.

Under Section I1.A.2.2.5 of the Manual, it is the responsibility of the Board of Directors to identify the
Bank's major and other stakeholders (i.e. shareholders, depaositars, investors, borrowers, clients,
other relevant stakeholders and market participants) and formulate a clear policy on communicating
or relating with them through an effective investor relations program. The Board shall be adequately
transparent to its shareholders, depositors, other relevant stakeholders and market participanis. The
objective of transparency in the area of corporate governance is to provide these parties, consistent
with national law and supervisary practice, with key information necessary to enable them to assess
the effectiveness of the Board and senior management governing the Bank. The Board shall ensure
the disclosure of relevant and useful information that supporis the following key areas of corporate
governance:
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g}] Board practices

(2 Senior management

(3) Risk management and internal controls
4) Compensation

{(5) Complex or opaque corporate structures
(6) Disclosure and transparency

Such disclosure should be proportionate to the size, complexity, structure, economic significance
and risk profile of the Bank.

The Board’s commitment to fully disclose material information dealings at all times and to cause the
timely filing of alf required information for the interest of the stakeholders is reiterated and spelied out
further under Section 111G of the Manual.

Under Section Il.H of the Manual, the Board shall respect the rights of the shareholders as provided
for in the Corporation Code, namely:

Right to vote on all matters that require their consent or approval:
Right to inspect the books and records of the Bank;

Right to information;

Right to dividends; and

Appraisal right.

O

It is the duty of the Board to promote the rights of the stockholders, remove impediments to the
exercise of those rights and provide an adequate avenue for them to seek timely redress for breach
of their rights.

(c}) How often does the Board review and approve the vision and mission?
The Vision and Mission statements are meant to guide the Bank over a long term period. The
frequency of review and approval are dependent on changes in the environment and the over-all

strategic view of the Board. Accordingly, the Vision is reviewed every time there is a presentation ta
the Board or Board Committee regarding strategic plans or proposals.

{(d) Directorship in Other Companies

(i) Directorship in the Company’s Group?

Identify, as and if applicable, the members of the company’s Board of Directors who hold
the office of director in other companies within its Group:

Amb. Alfonso T. Yuvchengeo Pan Malayan Executive, Chairman and
Management and CEO
Investment  Corporation
(PMMIC)
* YGC Corporate Services, | « Non-Executive, Chairman
Ine.

¢ Luisita Industrial Park | = Non-Executive, Chairman

Corporation
* Y Realty Corporation = Non-Executive, Chairman

* RCBC Land, Inc. « Non-Exacutive

*The Group is composed of the parent, subsidiaries, associates and joint ventures of the company.
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RCBC Realty Corporation
ET Yuchengco, Inc.
House of Investments,
Inc.

EE! Corporation (EED
Honda Cars Kalookan Inc.
Malayan Colleges Inc.
Malayan Colleges Laguna
Inc.

GPLHoldings, Inc.

Sun Life Grepa Financial,
Inc.

MICO Equities Inc. (ME!)

Malayan Insurance
Company, Inc. (MICO)
Malayan Insurance Co.
(HK) Ltd.

Non-Executive, Chairman
Non-Executive, Chairman
Non-Executive

Non-Executive, Chairman
Non-Executive, Chairman
Nan-Executive, Chairman
MNon-Executive, Chairman
Non-Executive, Chairman
Non-Executive,
Vice-Chairman
Non-Executive, Chairman
Non-Executive

Non-Executive

+ Malayan Securities | , Non-Executive

Caorporation
Ms. Helen Y. Dee » Pan Malayan | » Non-Executive, Vice

Management and Chairperson
Investment  Corporation
{PMMIC)

s RCBC Forex Brokers | + Non-Executive
Corpaoration

e RCBC Savings Bank | »= Non-Executive,
(RSB} Chairperson

e RCBC Leasing and| * Non-Executive,
Finance Corporation Chairperson
(RLFC)

YGC Corporate Services,
Inc.

Isuzu Philippines
Corporation

Honda Cars Phils. Inc.
Luisita Industrial Park
Corporation

Y Realty Corporation
RCBC Realty Corporation
ET Yuchengco, Inc.

Seafront Resources
Corporatian
Phitippine Integrated

Advertising Agency, Inc.

Pan Malayan Express,
Ing.

House of Investments,
Inc, (HO

EEI Corparation {EEI)
Landev Corporation

Scouth Western Cement
Corporation

Manila Memorial Park
Cemetery, Inc.

l.a Funeraria Paz Sucat,
Inc.

Honda Cars Kalookan Inc.,

Executive, President
Nen-Executive

Non-Executive
Non-Executive, Co-
Chairperson

Non-Executive
Non-Executive
Non-Executive
Non-Executive,
Chairperson

Non-Executive

Non-Executive

Non-Executive,
Chairperson
Non-Executive,
Vice Chairperson
Non-Executive,
Chairperson
Non-Executive

Non-Executive
Non-Executive,

Chairperson
Non-Executive
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Xamdu Mators, Inc.

Hi-Esai Pharmaceutical,
Inc.

iPeople Inc.

Pan Pacific Computer
Center Inc.

Malayan Colleges Inc.
Mapua Information
Technology Center Inc.
Malayan High School of
Science Inc. (formerly
Pandacan Properties Inc.}
GPLHeidings, Inc.

Sun Life Grepa Financial,
Inc. (*Sun Life Grepa”;
formerly Grepalife
Financial, Inc.)

Grepa Realty Holdings
Corporation

PetroEnergy  Resources
Corporation

MICO Equities Inc. (MEJ)
Malayan Insurance
Company, Inc. (MICQO)

Non-Executive,
Chairpersan
Nan-Executive,
Chairperson
MNon-Executive
Non-Executive,
Chairperson
Non-Executive
Non-Executive,
Chairperson

Non-Executive,
Chairperson

Executive, President
Non-Executive

Executive, President &
Chairperson
Non-Executive,
Chairperson
MNon-Executive
Non-Executive,
Chairperson

Mr. Lorenzo V. Tan

RCBC Capital Corporation
(RCAP)

RCBC Forex Brokers
Corporation

RCBC  Savings  Bank
(RSB)

Merchants Savings and
Loan Association,
Inc./Rizal Microbank
RCBC Leasing and
Finance Corporation
{RLFC)

RCBC Rental Corporation
RCBC Telemoney Europe
SpA

RCBC internaticnal
Finance, Ltd. (RIFL}
RCBC Investment, Ltd.
Niyog Froperty Holdings,
Inc.

YGC Corporate Services,
Inc.

+ Non-Executive

Non-Executive

Non-Executive, Vice
Chairman
Non-Executive, Chairman

Non-Executive, Vice
Chairman

+ Non-Executive

Non-Executive, Chairman
Non-Executive, Chairman

Non-Executive, Chairman
Maon-Executive

Non-Executive

Mr. Cesar E.A. Virata

Bankard, Inc.

RCBC Forex Brokers
Corporation

RCBC  Savings Bank
(RSB)

RCBC International
Finance, Ltd. (RIFL)
RCBC Investment, Ltd.
Niyog Property Holdings,
Inc.

YGC Corporate Services,
tnc.

Luisita Industrial Park

Non-Executive, Chairman
Non-Executive, Chairman

Non-Executive
Non-Executive

Non-Executive
Non-Executive

Non-Executive

Man-Executive, Vice
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Corporation

RCBC Land, Inc.

RCBC Realty Corporation
Malayan Colleges Inc.
Malayan Insurance
Company, Inc. (MICO)

Chairman
Non-Executive, Chairman
Nan-Executive
Non-Executive
Non-Executive

Atty. Teodoro D. Regala

Bankard, Inc.

MICO Equities In¢. (ME)
Malayan Insurance
Company, Inc. (MICO)

» Naon-Executive
+ Non-Executive
* Non-Executive

Atty. Wilfrido E. Sanchez

House of Investments,
Inc.
EEI Corporation

Non-Executive

Non-Executive

Atty. Ma. Celia H.
Fernandez-Estavillo

Bankard, Inc.

YGC Corporate Services,
Inc.

Philippine Integrated
Advertising Agency, Inc.
Malayan Colleges Inc.

Non-Executive
Non-Executive

Non-Executive

Non-Executive

Mr. Mede! T. Nera

RCBC Forex Brokers
Corporation

YGC Corporate Services,
Inc.

RCBC Realty Corporation

Seafront Resources
Corporation

House of Investments,
Inc.

EEI Corporation (EEN

EEl Realty Corporation

Al Rushaid Construction
Corporation

Landev Carporation
Greyhourds Security and
Investigation Corporation
South Western Cement
Corporation
Zamboanga
Finance Corp.
Honda Cars Kalookan Inc.
Xamdu Motors, Ing,

Industrial

Hi-Esai Pharmaceutical,
Inc.
iPeople Inc.

Malayan Colleges Laguna
Ine.
Investment
Inc.
Hexagon Lounge, Inc.

Managers,

Executive, Treasurer
Non-Executive

Executive, President
Non-Executive

Executive, President and
CEO

Non-Executive
Non-Executive, Chairman
Non-Executive

Non-Executive
Non-Executive, Chairman

Executive, Chairman and
President

Non-Executive, Chairman
Executive, President
Executive, President
Non-Executive

Non-Executive
Non-Executive

Non-Executive

Non-Executive, Chairman

Mr. Francis G. Estrada

RCBC Savings Bank

Non-Executive

Mr. Armando M. Medina

RCBC Savings Bank
RCBC Capital Corporation

Independent

¢ Independent

Malayan Insurance independent

Company, Inc.

Malayan Colleges, Inc. Independent
Mr. Antonino L. Alindogan, Bankard, Inc. Independent
Jr. RCBC Forex Brokers | « Independent

Corporation

House of investments, Independent

Inc.

Great Life Financial independent
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Assurance Corparation
Mr. Francisco C. Eizmendi, | « Sun Life Grepa Financial, | « Independent
Jr. Inc.
« Great Life  Financial | » Independent

Assurance Corporation

(i} Directorship in Other Listed Companies

Identify, as and if applicable, the members of the company’s Board of Directors who are
also directors of pubiicly-listed companies outside of its Group:

Cesar E.A. Virata Lopez Holdings Corporation Independent Director
Beile Corporation independent Director

Wilfrido E. Sanchez LT Group, Inc. Non-Executive Director
Universal Robina Corporation | Non-Executive Director

Medel T. Nera National Reinsurance | Non-Executive Director
Corporation of the Philippines

Francis G. Estrada Ayala Land Inc. independent Director

Francisco €. Eizmendi, Jr. Makati Finance Corporation independent Director

Antonino L. Alindogan, Jr. PAL Holdings, Inc. independent Director
LT Group, Inc. Independent Director

(iii) Aelationship within the Company and its Group

Provide details, as and if applicable, of any relation among the members of the Board of
Directors, which links them to significant shareholders in the company and/or in its
group:

Amb. Alfonso T. Yuchengco Pan Malayan Management | Chairman, President and
and Investment Corporation CEO

Ms. Helen Y. Dee Pan Malayan Investment and | Director

Management Corporation

(iv) Has the company set a limit on the number of board seats in other companies {publicly
listed, ordinary and companies with secondary license) that an individual director or CEQ
may hold simultaneously? In particular, is the limit of five board seats in other publicly
listed companies imposed and observed? If yes, briefly describe other guidelines:

Executive Director Section HA24 of the| Section 1.A24 of the

Corporate Governance Manual | Corporate Governance
provides that the Chief | Manual provides that directors
Executive Officer and other | shall limit their outside board
executive directors may submit | seats to six (8), unless there is
themselves 10 an indicative limit | good justification for a greater
on___membership  in_ other | number of outside board seats
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corporate Boards. The same
limit may apply to independent,
non-executive directors  who
serve as full-time executives in
other corporations. In any
case, the capacity of directors
to serve with diligence and
efficiency  shall not be
compromised.

Section 5.9.c of the Bank's
Corporate Governance
Committee Charter provides:

The Committee shall consider
the following guidelines in the
determination of the number of
directorships of a nominee for
the Board:

c.1 The nature of the
business of the Corporations
which he is a director;

c.2 Age of the Director;

c.3 Number of
directorships/active
memberships and officerships
in other corporations  or
organizations; and

c.4 Possible conflict of
interest.

The optimum number shall be
related to the capacity of a
director to perform his duties
diligently in general.

and these do not interfere with
the amount and guality of time
and attention of the director to
the bank.

Non-Executive Director

See discussion
Executive Director.

under

For independent directors, the
timits prescribed under SEC
Memorandum No. 9, s. 2011
shall apply. See discussion
under A.4.

See discussion under

Executive Director.

CEO

See discussion under

Executive Director.

See discussion under

Executive Director.

{c) Shareholding in the Company

Complete the following table on the members of the company’s Board of Directors who
directly and indirectly own shares in the company:
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Alfonso T. Yuchengo 3,997 72,108 -RCBC Sec. 0.006%%
132,831-RCBC Trust
Helen Y. Dee 438 PMMIC 0.01045
C . 0.00%
esar E. A. Virata 167 50,000-RCBC Trust
Lorenzo V. Tan 5 - 0.00%
Teodoro D. Regala 1 - 0.00%
Antonino L. Alindogan Jr. 1 - 0.00%
Minki Brian Hong 1 - 0.00%
Ma. Celia Fernandez- 14 377,000-RCBC Trust 0.03%
Estavillo
Francisco Eizmendi 1 - 0.00%
Armando M. Medina 185 - 0.00%
Wilfrido E. Sanchez 1 30,000- RCBC Sec. 0.00%
Mede! T. Nera 1 - 0.00&
Francis G. Estrada 3 - 0.00%
Tim Chiu R. Leung 1 - 0.00%
Tze Ching Chan 1 - 0.00%

*As of 18 June 2013

2) Chairman and CEO

(a} Do different persons assume the role of Chairman of the Board of Directors and CEQ? If no,
describe the checks and balances lald down to ensure that the Board gets the benefit of
independent views,

Yes No[ ) |

ldentify the Chair and CEO:

Ms. Helen Y. Dee
Mr. Lorenzo V. Tan

{b} Roles, Accountabilities and Deliverables

Define and clarify the roles, accountabilities and deliverables of the Chairman and CEQ.

Article VIII, Section 1 of the
Bank's By-Laws provides that the
President shall be the Chief
Executive Officer of the Bank and
shall execute and administer the
policies approved by the Board.
He shall have direct and

Role . . , immediate supervision over the
Article V, S_ectlon 9 of the Bank' s By operations and management of
Laws provides that the Chairman, .
. g " the Bank, and in general perform
and in his absence or ability, the Lo .
. . all duties incident to the office of
Corporate Vice Chairman, shall be . .
s . the President and Chief
the Presiding Officer of the Board of Executive Officer. He shall be a
Directors and shall decide on al}

) . member of the Executive
matters to be included in the Agenda. Committee and of all major

Article |V, Section 1.d. of tha Bank's
By-Laws provides that the Chairman,
and in his absence or ability, the
Corporate Vice Chairman of the
Board of Directors, shall preside at all
meetings of the stockholders,
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management committees. He
shall also exercise such other
powers as may be vested upon
him by the Board not
incompatible with law or the By-
Laws.

Accountabilities

Section 11LA.3.1.1 of the Bank's
Corporate  Governance Manual
provides that the Chairperson shall
assist in ensuring compliance with
and performance of the corporate
governance policies and practices.

Section 11.A.3.2 of the Bank’s Manual
provides that the Chairperson shall
have the following duties and
responsibilities:

3.2.1  Mainly responsible for the
proper governance of the
Bank through the Board of
Directors.

3.2.2. Provide leadership in the
Board of directors. The
Chairperson shal be
responsible for the efficient
functioning of the Board
including  maintaining  a
refationship of trust with the
members af the Board. The
Chairperson will decide on all
matlers to be included in the
agenda and preside at
meetings of the stockholders
and Board of Directors.

3.2.3. Ensure that the Board takes
an informed decision.

(a) Ensure aclive participation
and sufficiently deep professional
involvement of all members of the
Board of Directors.

(b) Encourage and  actively
solicit views and opinions of other
members of the Board in the process
of arriving at a decision.

(c) Ensure that all members of
the Board are given sufficient
information and time to enable them
to study carefully and responsibly
issues that come up to the Board.

{d) Allow  for,
encourage, the expression of
independent views that may be
different from those proposed by top
management.

and even

Section 1LA.3.4 of the Bank's
Corporate  Governance Manual
provides that the Chief Executive
Officer (CEO) will be in-charge of
and will exercise general
management responsibilities
over management development,
public relations and advertising
relations with the BSP and other
offices, agencies and
instrumentalities on the
Philippine government, refations
with the Bankers' Association of
the Philippines and other industry
associations, and relations with
other ASEAN countries. He will
be a member of the Executive
Committee and of all major
management committees, and
will exercise such other powers
and perform such other duties as
the Board of Diractors may
prescribe from time to time.

He shall ensure that, and be
accountable for, the business
and affairs of the Bank are

managed in a sound and
prudent manner and that
operationat, financial and
internal control are adequate

and effective to ensure reliability
and integrity of financial and
operational information,
effectiveness and efficiency of

operations,  safeguarding of
assets and compliance with
laws, rules, regulations and
contracts.

The CEQ  shall provide

leadership for Management in
developing and implementing
business strategies, plans and
budgets to the extent approved
by the Board. He shall provide
the Board with a balanced and
understandabie account of the
Bank's performance, financial
condition, results of operations
prospects on a regular basis,
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3)

4}

3.2.4. Ensure that the meetings of
the Board are held in
accordance with the By-laws
and annual schedule
approved by the Board or as
the Chairperson may deem
necessary.

3.25. Supervise the preparation of
the agenda of the meeting in
coordination with the
Corporate Secretary, taking
into consideration the
suggestions of the CEO,
Management and the
directors.

3.2.6. Ensure and maintain quality
and timely lines of
communication and flow of
information  between lhe
Board and Management.

3.2.7. Ensure that the Board has
free access to people who
can answer their questions,
preventing the need for back
channels.

Deliverables As discussed above. As discussed above.

Explain how the board of directors plan for the succession of the CEO/Managing
Director/President and the top key management positions?

Under Section 5.4 of the Bank's Corporate Governance Committee Charter, it is the Corporate
Governance Committee that makes recommendations to the Board regarding the succession plan for the
Board members and senior officers, and their remuneration commensurate with corporate and individual
performance.

Other Executive, Non-Executive and Independent Directors

Does the company have a policy of ensuring diversity of experience and background of directors
in the board? Please explain.

Yes. Under Section HLA.2.3.1 of the Bank's Corporate Governance Manual, one of the duties and
functions of the Board of Directors is to implement a process of selection from a broad pool of qualified
candidates to ensure a mix of competent directors who can add value and contribute independent
judgment to the formulation of sound corporate strategies and policies. The selection process shall
ensure that a sufficient number of qualified non-executive members are elected to promote the
independence of the board from the views of senior management.

Does it ensure that at least one non-executive director has an experience in the sector or industry
the company belongs to? Please explain.

Yes. Section ILA.1.3 of the Bank's Corporate Governance Manual provides that non-executive directors

shall posses such qualifications and stature that would enable them to effectively participate in the
deliberations of the Board.

Define and clarify the roles, accountabilities and deliverables of the Executive, Non-Executive
and Independent Directors:
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Role

The Bank’s Corporate
Governance Manual
defines executive
directors as those wha
are part of the day to
day managerment of
banking operations.

The Bank's Corporate
Governance Manual
defines non-executive
directors as those
who are not part of
the day +to day
management of
banking operations
and includes
independent directors.

The Bank's Corporate

Governance Manual
defines independent
directors as directors
who, apart from their
fees andg
shareholdings, are
independent of
management and free
from any business or
other relationship
which could, or could
reasonably be
perceived to materially
interfere with  the
exercise of
independent judgment
in carrying out their

Accountabilities

responsibilities as
directors.
The general | The general | The general

responsibilities, duties
and functions of the
Board and the duties
and responsibilities of
the individual directors

responsibilities, duties
and functions of the
Board and the duties
and responsibilities of
the individual directors

responsibilities, duties
and functions of the
Board and the duties
and responsibilities of
the individual directors

under the Bank's | under the Bank's | under the Bank's
Corporate Corporate Corporate
Governance Manual | Governance Manual | Governance  Manual
attached as Annex "A" | attached as Annex “A” | attached as Annex “A"
hereto apply. hereto apply. hereto apply.
Deliverables -do- -do- -do-

Provide the company’s definition of “independence” and describe the company’s compliance to the
definition.

Independence is defined as independence from management and freedom from any business or other
relationship which could, or could reasonably be perceived to materially interfere with the exercise of
independent judgment in carrying out responsibilities as executive directors.

The Bank’s independent directors possess all the qualifications and none of the disqualifications provided
under SEC and BSP issuances.

Does the company have a term limit of five consecutive years for Independent directors? If after two
years, the company wishes to bring back an independent director who had served for five years,
does it limit the term for no more than four additional years? Please explain.

Independent directors serve as such in accordance with the term limits prescribed in SEC Memorandum
Circular No. 9. Series of 2011 re: Term Limits for Independent Directors. Under the said circular, 1DV's can
serve as such for five (5} consecutive years, after which the ID shall be ineligible for election in the same
company as such unless he has undergone a two (2) year cooling off period. An ID re-elected as such in the
same company after the two (2) year cooling off period can serve for another five {5) consecutive years.
After serving as ID for ten (10) years, the ID shall be perpetually barred from being elected as such in the
same company.
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5) Changes in the Board of Directors (Executive, Non-Executive and independent Directors)

(a) Resignation/Death/Removal

Indicate any changes in the composition of the Board of Directors that happened during the
period:

Mr. Roberto F. de
Qcampo

Independent

. 17 December 2012
Director

Resignation

{b) Selection/Appointment, Re-election, Disqualification, Removal, Reinstatement and

Suspension

Describe the procedures for the selection/appointment, re-election, disqualification, removal,
reinstatement and suspension of the members of the Board of Directors. Provide details of
the processes adopted {including the frequency of election) and the criteria employed in each

procedure:

{i) Executive Directors

In accordance with Section

59.a. of the Bank's
Corporate Governance
Committee Charter, to the
extent practicable, the
members of the Board are
selected from a broad pool
of qualified candidates.
The Committee pre-
screens and shartlists all
candidates nominated to
become a member of the
Board in accordance with
the qualifications  and
disqualifications
enumerated in the Bank's
Corparate Governance
Manual.

The nominees for directors
are reported to the
shareholders in the
Information Statement.

Under Section 2, Article V
of the By-Laws, directors
shall be elected at the
annual meeting of the
stockholders, each of
whom shall hold office for a
term of one (1) year or until
his successar shall have
been chosen and qualified.
The fifteen candidates
receiving the highest

tn accordance with Section
ILA.23.1 of the Corporate
Governance Manual, the
members of the Board
must be chosen from broad
pool of quaiified candidates
to ensure a mix of
competent directors who
can add wvalue and
contribute independent
judgment to the formulation
of sound corporate
strategies and policies.

Under Section 2, Article V
of the By-Laws, no person
shall be qualified or be
eligible for nomination or
election to the Board of
Directors if he is engaged
in any business that
competes with or s
antagonistic to that of the
corparation, its subsidiaries
or affiliates, as may be
determined by the Board of
Directors, in the exercise of
its judgment in geod faith,
by at least a majority vote.
A person is deemed to be
50 engaged based on the
qualifications provided in
the By-Laws.
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number of votes shall be
elecied.

{ii) Non-Executive
Directors

See discussion above.

Section 1LA.2.3.1 of the
Corporate Governance
Manual, the selaction
process shall ensure that a
sufficient number of
qualified non-executive

members are elected to
promote the independence
of the board from the views
of senior management.

(it} Independent Directors

(Y Executive Directors

The Bank complies with the
procedure set forth under
Rule 38 of the Amended
Implementing Rules and
Regulations of the

Securities Regulation Code.

See discussion above.

In addition to the
discussion  above, the
independent directors shall
possess all of the

quaiifications and none of

the disqualifications
provided for under
applicable laws and
regulations as well as the
Bank’s Corporate

Governance Manual

See discussion above.,

(il Non-Executive
Directars

Ses discussion above.

See discussion above.

{iiiy Independent Directors

(i) Executive Directars

See discussion above.

The Bank complies with
Section X143.3 of the BSP
Manual of Regulations for
Banks (MORB) as amended
by BSP Circular No. 758, s.
of 2012 which provides that
directors of the Bank are
subject to Monetary Board
confirmation. A director who
possesses any
disqualification as provided
for in the MORB shall not be
confirmed and shall be
removed from office even if
he/she has assumed the
position to which he/she
was elected/appointed.

The Bank likewise camplies
with Section X143.4 of the

MORB on the
disqualification procedures
of directors. A copy of

X143.4 of the MORB is
attached herelo as Annex
“B" and made an integral
pan hereof.

See discussion above.

The Bank complies with the
provisions of Sec. X143.1.a
of the MORB and the SEC
Revised Code of Corporate
Governance on grounds for

permanent
of a director.

disqualification

Section 11.B.3.1 of the
Bank’s Corporate
Governance Manual
attached as Annex "A"

hereto provides for grounds
far permanent
disqualification.

(i) Non-Executive
Directors

See discussion above.

See discussion above,

{iii} Independent Direciors

See discussion above,

Section 11.B.4 of the Bank's
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Corparate Governance
Manual provides for the
following qualifications of an
independent director:

4.1 |s not or has not been
an officer or employee of
the bank, its subsidiaries or
affiliates or related interests
during the past three (3}
years counted from the
date of his election;

42 Was not a regular
director who resigned or
whose term ended within
the last two (2) years.

4.3 Was not appointed the
Chairman “Emeritus”, “Ex-
Officio” Directors/Officers or
Members of any Executive
Advisory Board, or
otherwise, appointed in a
capacity to assist the Board
in the performance of its
duties and responsibilities
within the last one (1) year.

44 Is not a director or
officer of the related
companies of the Bank's
majority stockholder;

45 Is not a stockholder
holding shares of stock
sufficient to elect one seat
in the board of the bank or
any of its related
companies;

4.6 Is not a relative within
the fourth degree of
consanguinity or  affinity,
legitimate or common law
of any director, officer or
shareholder holding shares
of stock sufficient to elect
one seat in the Board cf the
Bank or any of its related
companies;’

47 Is not acting as a
nominee or representative
of any director, officer or
substantial shareholder of
the Bank or any of its

This has been amended by BSP Circular 793, 5. 2013 dated 08 April 2013. The amendmeni reads “An independent director
shall mean a person who xxx (4) Is not a relative, legitimate or common-law of any director, officer or majority sharehalder of
the bank or any of its related companies. For this purpose, relatives refer to the spouse, parent, child, brather, sister, parent-
in-law, son-/daughter-in-taw, and brother-/sister-in-law:"
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related companies or any of
its substantia! shareholders,
pursuant to a deed of trust
or under any contract or
arrangement,

48 Is not retained as
professional adviser,
consultant, agent or
counsel of the institution,
any of its related

companies or any of its
substantial  shareholders,
either in his personal
capacity or through his firm;,
is independent of
management and free from
any business or other
relationship, has not
engaged and does not
engage in any transaction
with the institution or with
any of its related
companies or with any of its
substantiai  shareholders,
whether by himself or with
other persons or through a
firm which he is a partner or
a company of which he is a

director or substantial
sharcholder, other than
transactions  which are

conducted at arms length
and could not materially
interfere with or influence
the exercise of his
judgment; and

4.9 Is not a directar, officer,
principat stockholder,
among others, of securities
brokers-dealers., However,
this does not apply to
fixed

brokers-dealers  of

income securities.
gt

(i} Executive Directors

In accordance with Section

.B8.32 of the Bank's
Corporate Governance
Manual, a temporarily

disqualified director shall,
within sixty (60} days from
such disqualification, take
the appropriate action to
remedy or correct the
disqualification. If he fails or
refuses to do so for
unjustified reasaons, the
disqualification shall
become permanent.

The Bank complies with the
provisions of Sec. X143.1.b
of the MORB and the SEC
Revised Code of Carporate
Governance ¢n grounds for
temporary disqualification
of a director,

Section [1.B.3.2 of the
Bank's Corporate
Governance Manual

attached as Annex “A”
hereto provide for the
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grounds  for
disqualification.

temporary

(i) Non-Executive
Directors

See discussion above.

See discussion above

{iii} Independent Direclors

(i} Executive Directors

See discussion above,

See discussion above.

See discussion above.

See discussion above.

{ii) Non-Executive
Directors

See discussion above,

See discussion above.

(iiiy Independent Directors

{) Executive Directors

See discussion above

See discussion above.

See discussion above

See discussion above,

(i) Non-Executive
Directors

See discussion above.

See discussion above.

(iii) Independent Directors

See discussion above.

See discussion ahov

(i} Executive Directors See discussion above. See discussion above.

(i} Non-Executive
Direclors

(iii) Independent Directors

See discussion above. See discussion above,

See discussion above.

See discussion above.

Voting Result of the last Annual General Meeting

Please see reply below. Please see reply below.

During the last annual shareholders’ meeting held on 24 June 2013, all of the directors received
votes of stockholders representing a total of 1,062,330,973 comman and preferred shares of stocks
ar 83.28% of the Corporation’s outstanding 1,275,658,638 comman and preferred shares entitled to
vote.

6) Orientation and Education Program

(a)

(b}

Disclose details of the company’s orientation program for new directors, if any.

Newly-appointed directors attend a seminar on corporate governance within six (6) months from the
date of their election and/or appointment, in compliance with the BSP requirement.

State any in-house training and external courses attended by Directors and Senior
Management” for the past three (3) years:

During the regular meeting of the Board of Directors, in its Executive Session held on November 28,
2011, wherein a quorum was present and acting throughout, Atty. Richard David Funk i}, Deputy
Director and Head of the Compliance and Investigation Group of the AMLC, conducted the AML
fraining for the members of the Board, covering the following topics: Functions of the AMLG;
Covered and suspicious transactions; Updated AML Rules and Regulations {BSP Circular No. 706);
Frequently asked questions involving Politically Exposed Persons (PEPs); Responsibility of the
Board of Directors of the Bank on AML Compliance; and Other Highlights of BSP Circular No. 706

* Senior Management refers to the CEQ and othar persons having authority and responsibility for planning, directing and controlling the
activities of the company.
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{c) Continuing education programs for directors: programs and seminars and roundtables
attended during the year.

Please see reply helow,

Beginning the third quarter of this year, the Bank will conduct refresher courses and/or seminars and
trainings on corporate governance and AMLA for the board of directors.

B. CODE OF BUSINESS CONDUCT & ETHICS

1) Discuss hriefly the company's policies on the following business conduct or ethics affecting
directors, senior management and employees.

Business Conduct &
Ethics

Directors

Senior Management

Employees

(a) Conflict of
Interest

The Bank has
approved its revised
Policy on Related
Party  Transactions
last 24 September

2012 requiring
directors to disclose
potential related

parly transactions as
well as details of their
other  directorships
and any
shareholdings owned
by them or members
of their family.
Directors are likewise
tasked with
menitoring and
managing potential
conflicts of interest of
related parties,
including misuse of
corporate assets and
abuse in related
party transactions.

Under Section
11.B.1.2 of the Bank's
Carporate

Governance Manual,
one of the duties of
the director is as
follows:

1.2 To conduct fair
business
transactions with
the Bank and to

The Bank's Code of
Conduct sets forth the
policy on conflict of
interests which covers
all employees. As a
policy, all employees
are prohibited from
competing  with  or
unduly benefiting from
the Bank or any of the
companies in the
conglomerate and from
allowing business
dealings on behalf of
RCBC be influenced by
personal or  family
interests,

Please see discussion

under
Management.

Senior
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ensure that his
personal interest
does not bias
board decisions.
Directors should,

whenever
possible, avoid
situations that

would give rise
to a conflict of
interest. If
transactions with
the institution
cannot be
avoided, it
should be done

in the regular
course of
business and

upon lerms not
less favorable to
the institution
than those
offered to others.
The basic
principle to be
ohserved is that
a director should
not use his
position to make
profit —or to
acquire  benefit
or advantage for

himself  and/for
his related
interests. He
should avoid
situations that
would
compromise his
impartiality.

(b) Conduct of
Business and Fair
Dealings

See discussion
above.

The Bank's Code of
Conduct provides that
employees should
strive to build good
working  relationships
with sharehelders and
suppliers, They should
be treated in the same
manner as co-
associates - with
utmost courtesy and
respect as they are also
expected to achieve the
highest standards of
service quality to
clients.

Please see discussion
under Senior
Management.

(c) Receipt ot gifts
from third parties

Under the Bank's Code

Please see discussion
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See discussion
above.

of Conduct, generally,
employees can accept
if it is unsolicited and
not given to influence
one’s judgment.
Otherwise, employees
should decline it and
explain RCBC’s policy
to the gift-giver. The
Bank does not allow
solicitation  of  gifis,
directly or indirectly,
from  customers  or
suppliers.  Under no

circumstance do
employees accept,
directly or indirectly,
payments, loans,
kickbacks, special

privileges or services in
exchange for favors.

under
Management.

Senior

(dy Compliance with
Laws &
Regulations

Under Section B. 1.8
of the Bank’s
Corporate
Governance Manual,
directors are required
to have a working
knowledge of the
statutory and
regulatory
requirements
affecting the Bank
and its operations,

including the
contents of its
Arficles of

Incorporation and By-
laws, the rules and
regulations of the
SEC and BSP, and
where applicable, the
requirements of other
requlatory agencies
having  jurisdiction
over the Bank, and
keep abreast! with
industry
developments  and
business trends.

Section 11.A.2.3.4 of
the Corporate
Governance Manual
further provides that
it is the responsibility
of the Board of
Directors to ensure
that the Bank
complies with  all
relevant laws,
regulations and

Under the Bank's Code
of Conduct, all
employees must ensure
understanding of and
compliance  with  all
Bank  policies and
Philippine laws directly
affecting hisfher
employment.

As a banking institution,
the Bank is governed
by special laws as well
as regulation issued by
the BSP, SEC, PSE,
DOLE and by the
Government of the
Republic of the
Philippines as a whole.
It is the duty of all
employees to abide by
the provisions thereof
lest  sanctions be
imposed by the Bank.
Questions regarding
any provision of law
may be address to the
respective Group Head
or the Legal Affairs
Division.

under
Management.

Please see discussion

Senior
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endeavors ta adopt

(e} Respect for Trade
Secrets/iUse of
Non-public
Information

best business

practices.

Under Section | Under the Bank's Code
I1.B.1.9 of the Bank’s || of Conduct, alt
Corporate employees are

Governance Manual,
ane of the duties and
responsibilities of a
director is as follows:
1.9 To observe and
safeguard
confidentiality of non-
public information
acquired by reason
of his position as a
director, A director
may not disclose said
infformation to any
other person without
the authority of the
Board.

mandated to protect the
Bank's assets and to

use the same for
authorized business
purposes only.
Guidelines for  the
treatment of bank
assets include
guidelines on
proprietary information
which includes
confidential and
material non-public
information. As a

general rule, proprietary
information shall not be
disclosed unless
authorized by the Bank
and the law.

Please see discussion
under Senior
Management.

See discussion
above.

Al bank associates,
which include the
Senior Management,
are govermned by the
Bank's Code of
Conduct. Under the
Code, they are

mandated to protect
bank funds, assets and
information, and to use
the same for authorized

business purposes
only. . :
(0 Use of Compeny et
Funds, Assets All employees are Management
and Information responsible for safe- gement.

guarding and making

proper and efficient use

of Bank funds and

assets. Guidelines for

the treatment of bank

assets are divided into

four (4) major

categories: {1

Proprigtary Information;

(2) Bank Funds and

Property, (3} Bank

Records; and (4)

Goodwill and

Reputation.

(g) Employment & Please see discussion | Please sese discussion

Labor Laws &
Policies

See discussion under
Compliance with

under Compliance with
Laws and Regulations.

under Compliance with
Laws and Regulations.
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Laws and
Regulations.

{h) Disciplinary action

Disciplinary action is
based on grounds
and procedures
under applicable
laws and regulations
issued by regulatory
autharities,
particularly the BSP,
PSE, and SEC.

The Bank has a Code
of Discipline which sets
forth  the types of
penallies which may be
imposed for violation of
the Code of Conduct
ranging from reprimand,
suspension, termination
depending on  the
gravity of offenses
which may be minor,
Serious or grave
offenses, after
observance of due
process.

(iy Whistle Blower

Under the leadership
of the Chairperson
who is responsible
for  ensuring the
efficient functioning
of the Board of
Directors, directors
are tasked with and
the Chairperson is
duty bound to ensure
the expression of
views and
independent
judgment of the
members of the
Board.

To give all employees
the confidence to raise
concerns about
behavior and practice
and to mitigate risks
and losses through the
early  discovery  of
irregular activities, the
Bank commits itself to
break down
communication barriers
and provide a safe
internal communication
channel for all
employees (o express
their conecerns through
the enactment of the
Open Communication
Policy, which allows for
anonymous disclosures
and the protection of
informants from
sanctions under specific
conditions.

The policy covers all
reports or information in
relation 1o actual or
suspected criminal
activities, unlawful acts
or omissions, fraud,
violations of the Code
of Conduct and other
bank policies, danger to
health and safety,

improprieties or
malpractice in  the
workplace, including

those related to matters
of financial reporting,
internal control and/or
auditing.

Please see discussion
under Senior
Management.
Please see discussion
under Senior
Management.
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2}

3)

4)

Under Section

.B.1.7 of the

Corporate

Governance Manual,

a diector is duty Under the Code of
bound to carefully

evaluate the situation
and state his position
when a disagreement
with others occurs.
He should not be
afraid to take a

Conduct, the Bank
condemns certain acts
such as, but not limited
to, threatening or
violent behavior,
insubordination or willful

" disobedience, uttering
(i) Conflict i[:osmonm?vl?? thougz obscene, insulting or | Please see discussion
Resolution UNBo ularg offensive words against | under Senior
popLrar. associates, making | Management.

Corollarily, he should
support plans and

racisi, sexist or ethnic

jokes  or  politically
incorrect comments
about associates, and
rumor-mongering.
These are dealt with in
accordance the Code of
Discipline.

ideas that he thinks
will be beneficial to
the institution.

Conflicts are
resolved under the
leadership of the
Chairperson who
ensures the efficient
functioning of the
Board of Directors.

Has the code of ethics or conduct been disseminated to all directors, senior management and
employees?

The Corporate Governance Manual has been presenied to and approved by the Board. It has been
disseminated to all bank assaociates in the Bank’s infranet system as well as posted in the Compliance
Office Library (COOL). All associates of the Bank are also required to complete the corporate
governance e-learning course which was rolled out in September of 2012,

The Bank's Code of Conduct, including updates thereto, are made available and readily accessible by all
associates online through the intranet service of the Bank.

Discuss how the company impiements and monitors compliance with the code of ethics or
conduct.

Under Section [11.A.1.2.1 of the Bank’s Corporate Governance Manual, the compliance officer is tasked
to monitor compliance with the provisions and requirements of the Manual and the rules and regulations
of regulatory agencies and, if any violations are found, report the matter to the Chairman and Corparate
Governance Committee and recommend the imposition of the appropriate disciplinary action for such
violation and the adoption of measures to prevent a repetition of the violation, subject to review and
approval by the Board.

Under the Bank's Code of Conduct, it is the responsibility of the unit heads to ensure that his/her people
comply with the Code of Conduct, as well as policies directly affecting their jobs.

Related Party Transactions
(a) Policies and Procedures

Describe the company’s policies and procedures for the review, approval or ratification,
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menitoring and recording of related party transactions between and among the company and
its parent, joint ventures, subsidiaries, associates, affiliates, substantial stockholders,
officers and directors, including their spouses, children and dependent siblings and parents
and of interlocking director relationships of members of the Board.

Section 5.1 of the Bank's Policy on Related Party
Transactions provides that the Board shall be
responsible in monitoring and managing potential
condlicts of interest of related parties, including misuse
of corporate assets and abuse in Related Party
Transactions.

(1) Parent Company

Section 5.2 provides that if a transaction is determined
to be a Related Party Transaction, such transaction,
including all of the relevant details regarding such
transaction, shall be submitted for analysis and
evaluation to the Audit Committes to determine whether
or not the Related Party Transaction is on terms no less
favorable to the Bank than terms available to any
unconnected third party under the same or similar
circumstances. The transaction shall thereafter be
presented to the Board for approval.

Under Section A.2.3.8 of the Corporate Governance
Manual, the Bank’s stockholders are required to confirm
by majority vote, in the annual stockholders’ meeting,
the bank's significant transactions with its DOSRI and
other related parties.

(2) Joint Ventures The Bank’s policy applies to its joint ventures.

(3} Subsidiaries The Bank’s policy applies to its subsidiaries.

(4} Entities Under Common { The Bank's policy applies to entities under common
Control control.

(5) Substantial Stockholders The Bank's policy applies to its DOSRI as defined in the
MORRB. Under Section 326.1.c of the MORB,
stockholders are defined as “any stockholder of record
in the books of the bank, acting personally, or through
an attorney-in-fact, or any other person duly authorized
by him or through a trustee designated pursuant to a
proxy or voting trust or similar contracts, whose
stockholdings in the lending bank, individual and/or
collectively with the stockholdings of: (i} his spouse
and/or relative within the first degree of consanguinily or
affinity or legal adoption; (ii) a partnership in which the
stockholder andfor the spouse andfor any of the
aforementioned relatives is a general partner; (i)
corporation, association or firm of which the stockholder
and/or his spouse andfor the afcrementioned relatives
own more than fifty percent (50%) of the total
subscribed capital stock of such corporation, association
or firm, amount to one percent (1%} or more of the total
subscribed capital stock of the bank.

(8} Officers including The Bank’s policy applies to DOS3R! as defined in the
MORB and key management persannel and close

spouse/children/siblings/parents members of the family of its key management personnel
as defined in the policy.

{7) Directars including The Bank's policy applies to DOSRI as defined in the
MORB. This includes directors and his/her spouse or

spouse/children/siblings/parents relative within _the first degree of consanguinity or
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affinity, or relative by legal adoption, of a director of the
Bank.
(8) interlocking director | The Bank's policy applies to DOSRI as defined in the
relationship MORB. The definition of related interest under Section
of Board of Directors X326.1.e of the MORB covers interlocking directors.

(b) Conflict of Interest
(i} Directors/Officers and 5% or more Shareholders

ldentify any actual or probable conflict of interest to which directors/officers/5% or more
shareholders may be involved.

Name of Director/s None. Please see reply below.
Name of Officer/s None. Please see reply below.
Name of Significant Shareholders None. Please see reply below.

The Bank fully complies with the approval and disclosure requirements of the BSP for credit
exposures of its DOSRI as well as significant intra-group transactions as well as the Bank's policy for
approval of related party transactions.

(iiy Mechanism
Describe the mechanism laid down to detect, determine and resolve any possible conflict

of interest between the company and/or its group and their directors, officers and
significant sharehoiders.

b4 L ; | A
Section 4.2 of the Bank's revised Policy on Related
Party Transactions provides that each of the directors
and officers shall disclose to the Board, through the
Bank's corporate secretary, details of their other
directorships and any shareholdings owned by them or
members of their family. Furthermore, any changes to
Company this information shall be immediately communicated to
the Board through the corporate secretary.

As mentioned, if a transaction is determined to be a
related party transaction, the same shall be submitted
to the Audit Committee for analysis and evaluation and
thereafter submitted to the Board for approval.

The Bank’s Policy on Related Party Transactions is for
the guidance of the Bank and/or its subsidiaries.

Group

5} Family, Commercial and Contractual Relations

(a) Indicate, if applicable, any relation of a family,” commercial, contractual or business nature
that exists between the holders of significant equity (5% or more}, to the extent that they are
known to the company:

% Family relationship up to the faurh civil degree either by consanguinity or affinity.
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None.

(b} Indicate, if applicable, any relation of a commercial, contractual or business nature that
exists between the holders of significant equity (5% or more) and the company:

(c) Indicate any shareholder agreements that may impact on the control, ownership and strategic

direction of the company:

PMMIC
HIBVY

PMMIC {42.14%)
HIBV (11.6%)
*directly owned shares only

Shareholders Agreement
among  PMMIC, Hexagon
Investment B.V. and RCBC
dated 12 May 2011 was
entered into to set out certain
rights and obligations of the
parties when HIBV acquired
shares in RCBC pursuant to
the Share Acquisition
Agreement and Share
Purchase Agreement
executed on the same date

PMMIC
iFC Fund
IFC

PMMIC (47.81%)

IFC Fund {5.57%)

IFC {6.10%)

*both directly and beneficially
owned

Amended and  Restated
Policy Agreement among
RCBC, PMMIC , IFC and IFC
Capitalization (Equity) Fund,
LP dated 15 February 2013
was  entered into  for
purposes of regulating their
refations within the Company
when |[FC subscribed to
shares in RCBC (Share
Acquisition Agreement) and
when IFC Fund subscribed
(Subscription Agreement)

6} Alternative Dispute Resolution

Describe the alternative dispute resolution system adopted by the company for the last three {3)
years in amicably settling conflicts or differences between the corporation and its stockholders,

and the corporation and third parties, including regulatory authorities.

Corporation & Stockholders

system to

he Bank aps

arbitration
resolve any dispute,
controversy or claim arising out of, or
relating to, the Bank’s relations with
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its shareholders, and other intra-
corporate matters under applicable
law and regulations, in accordance
with the Philippine Dispute Resolution
Center, Inc. (PDRCI) Arbitration Rules
in accordance with The Arbitration
Law and R.A. No. 9285, otherwise
known as The Alternative Dispute
Resolution Act of 2004,

Corporation & Third Parties

Under the Bank’s Corporate
Governance Manual, the Corporate
Governance Committee shall be
responsible for  the amicable
resolution  of  disputes  andfor
settlement of conflicts or differences
between the Bank and third parties.

Corporation & Regulatory
Authorities

Under the Bank’s Corporate
Governance Manual, the Corporate
Governance Commiltee shall be
responsible  for  the  amicable
resolution of disputes  and/or
settlement of conflicts or differences
between the Bank and regulatory
authorities.

C. BOARD MEETINGS & ATTENDANCE

1} Are Board of Directors’ meetings scheduled before or at the beginning of the year?

The Board of Directors’' meetings are scheduled before the beginning of the year.

2) Attendance of Directors

Honorary Alfanso T. Yuchengco June 24, 2013 27 27 100

Chairman

Chairperson Helen Y. Dee June 24, 2013 27 27 100

Member Lorenzo V. Tan June 24, 2013 27 27 100

Member Cesar E. A Virata June 24, 2013 27 27 100

Member Teodore D. Regala June 24, 2013 27 27 100

Member Wilfrido E. Sanchez June 24, 2013 27 25 9259

Member Ma. Celia H. Fernandez- | June 24, 2013 27 27 100
Estavillo

Member Minki Brian Hong June 24, 2013 27 23 85.19

Member T.C.Chan June 24, 2013 27 24 £88.89

Member Tim-Chiu Richard Leung | June 24, 2013 27 18 66.67

Member Medel T. Nera June 24, 2013 27 26 96.30

Member Francis G. Estrada* December 17, 10 10 100

2012

Independent Francisco C. Eizmendi, { June 24, 2013 a7 21 7778
Jr,

Independent Armando M. Medina June 24, 2013 27 26 96.30

Independent Antonino M. Alindogan, | June 24, 2013 27 23 85.19
Jr.

* Appointed as a Member of the Board of Directors on December 17, 2012
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3) Do non-executive directors have a separate meeting during the year without the presence of any
executive? If yes, how many times?

4)

5)

No.

Is the minimum quorum requirement for Board decisions set at two-thirds of board members?
Please explain.

Na,

Per Section 6, Aricle V of the By-Laws "A majority of the incumbent Directors shall constitute a

quorum at any meeting and a majority of the members in attendance at any Board meeting shall decide
its action.”

Access to Information

(@)

(b}

()

How many days in advance are board papers® for board of directors meetings provided to the
hoard?

At least three (3) days before the meeting.

Do board members have independent access to Management and the Corporate Secretary?

Yes.,

State the policy of the role of the company secretary. Does such role include assisting the
Chairman in preparing the board agenda, facilitating training of directors, keeping directors
updated regarding any relevant statutory and regulatory changes, etc?

Section 6, Article VIl of the By-Laws states the following:

“The Secretary shall give due notice and keep the Minutes of all meetings of the stockholders of the
Bank and of the Board of Directors; have custody of the Stock Certificate Book, Stock and Transfer
Book and the Corporate Seal; prepare baliots for the annual election and keep a complete and up-to-
date roll of the stockholders and their respective addresses. He shall perform such duties as are
incident to his office and those which may be required of him by the Board of Directors.”

Section 11.D.5 of the Corporate Govenance Manual sets forth the following duties and responsibilities

of the Corporate Secretary:

1. Responsible for the safekeeping and preservation of the integrity of the minutes of the meetings
of the Board as well as the other official documents, records and other information essential to
the conduct of his duties and responsibilities to the Bank.

2. Inform the members of the Board of the schedule and agenda of their meetings and ensure that
the members have before them complete and accurate information that will enable them to arrive
at intelligent or informed decisions on matters that require their approval.

3. Serve as an adviser of the Board, and assist the Board in making business judgment in good
faith and in the performance of their responsibilities and obligations.

4. Work fairly and objectively with the Board, Management and stockholders.

5. Attend all Board meetings, except when justifiable causes, such as iliness, death in the
immediate family and serious accidents, prevent him from doing so, and maintain record of the
same.

6. Submit to the SEC, on or hefore January 30 of the following year, an annual sworn certification
as to the attendance of the directors during Board meetings. The certification may be submitted
through SEC Form 17-C or in a separate filing.

7. In all transactions which may lawfully come to the knowledge of the Corporate Secretary
involving transfer of voting shares of stock or registration of voting trust agreements, or any form

of agreement vesting the right 10 vote the voting shares of stock of the Bank, the Corporate
Secretary shall:

® Board papers consist of complete and adequate informaticn about the matters to be taken in the board meeting, information includes
the background or explanation on matters brought before the Board, disclosures, budgets, forecasts and internal financial documents.
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a. Ascertain the identity and citizenship of the transferee, voting trustee, proxy or person vested
with the right to vote, and his relation to existing stockholders, and for this purpose, he shall
require the transferee, voting trustee, proxy or the person vested with the right to vote to
submit proof of citizenship, which may consist, in case of a corporation, of a certified true
copy of the Articles of Incorporation, accompanied by the affidavit of the Corporate Secretary
of the corporation, certifying to the correctness and accuracy of the list of stockholders, their
citizenship, and the percentage of shares owned by them.

b. Require the transferee, voting trustee, proxy or person vested with the right to vote, at the
time of the receipt of the request for transfer or registration, or at any time thereafter, to
disclose all information with respect to persons related to the transferee, voting trustee,
proxy or person vested with the right to vote, within the {ourth degree of consanguinity or
affinity, whether legitimate, illegitimate or common-iaw, as well as corporations, partnerships
or associations where the transferee, voting trustee, proxy or persen vested with the right to
vote has controlling interest, and the extent thereof.

¢. Require the transferee to execute an affidavit stating, among other things, that the transferee
is a bona fide owner of shares of stock and that he acknowledges full awareness of the
requirements of the law and the prohibitions against exceeding ownership of voting stocks
beyond the prescribed limitations.

d. If the request for transfer or the arrangement sought to be registered wili patently cause the
voting stocks of a person or a corporation, to exceed the limits prescribed by law, the
Corporate Secretary shall deny the transfer or registration and forthwith inform the parties to
the transaction in writing. Simultanecus with the notice to the parties, the Corporate
Secretary shall submit a written report to the Governor of the BSP of the attempted illegal
transfer or arrangements, together with the names, addresses of parties and other pertinent
data with respect to the particular stock transaction.

In the event the Corparate Secretary has reason ta doubt the legality of the transfer or of the
arrangement sought 1o be registered, he may commence an action before the appropriate
body.

e. Promptly inform stockholders who have reached any of the ceilings imposed by law, of their
ineligibility to own or control more than the applicable ceiling.

8. Ensure that all Board procedures, rules and regulations are strictly followed by the members.”

{d) 1s the company secretary trained in legal, accountancy or company secretarial practices?
Please explain shouid the answer be in the negative.
Yes.

(e) Committee Procedures

Disclose whether there is a procedure that Directors can avail of to enable them to get information
necessary to be able to prepare in advance for the meetings of different committees:

Yes LI| No |:|

Committee Details of the procedures
Executive Committee Please see reply below.
Audit Commitiee Please see reply below.
Trust Commitiee Please see reply below.

Article 3{L)(ix), SEC Memorandum Circular No. B, Series of 2009
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Personnel  Evaluation  and Please see reply below.
Review Commitiee

Risk Oversight Committee Please see reply below.
Corporate Governance Please see reply below.
Commiltee

Technelogy Committee Please see reply below.

[ILA.2.5 of the Corporate Governance Manual provides:
*2.5 Adequate and Timely Information

25.1 To enable the members of the Board to properly fulfill their duties
and responsibilities, the Management shall provide them with
complete, adequate and timely information about the matters to be
taken in their meetings.

25.2 Since reliance on information volunteered by Management would not
be sufficient in all circumstances and further inguiries may have to be
made by a member of the Board, the members shall be given
independent access to Management and the Corporate Secretary.
Such information may include the background or explanation on
matters brought before the Board, disclosures, budgets, forecasts
and internal financial documents.

253 The members, either individually or as a Board, and in furtherance of
their duties and responsibilities, shall have access to independent
professional advice. The cost of which shall be shouldered by the
Bank.”

6) External Advice

Indicate whether or not a procedure exists whereby directors can receive external advice and,
if so, provide details:

Section 11.LA.2.5.3 of the Bank’s Corporate
Governance Manual provides that the
members, either individually or as a Board,
and in furtherance of their duties and
responsibilities, shall have access to
independent professional advice, the cost of
which shall be shouldered by the Bank
Section 11.D.3.1 of the Corporate Governance
Manual provides that the Risk Oversight
Committee shall have access to independent
external expert advice, particularly in retation
to proposed strategic transactions, such as
mergers and acquisitions,

Section Il of the Audit Committee Charter
grants the Committee the power to retain
outside advisors as it deems necessary to
carry out its duties,

Section IV.F, of the Audit Committee Charter,
the Audit Commitiee, where necessary, may
require and institute special investigations,
and, if appropriate, hire external counsel of
experts to assist.

Section 2.3 of the Corporate Governance
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Commititee Charler provides that the Board
may appoint one or more individuals to serve
as advisor(s) 1o the Committee. The advisors
shall have the right to attend and speak at any
meeting of the Committee, but shall not have
the right to vote on any action of the
Committee.

7) Change/s in existing policies

Indicate, if applicable, any change/s introduced by the Board of Directors (during its most
recent term} on existing policies that may have an effect on the business of the company and
the reason/s for the change:

To ensure that:

» bank lending operations
are consistent with the
Environmental and Social Performance  Standards,

i applicable Social and
{E&S) due diligence and/or .
Policy on  Social and | principles Environmental (S&E)

- regulations of the country
Environmental Management and the exclusion list

System (Approved: ExCom July 25,
gglgi BOD  August 25, « RCBC's staff and partners
wili have a clear reference
point as to its position and
requirements in relation to
S&E management
= Audit Committee

analysis and evaluation | « Strengthen/rationalize
prior to submission to procedure for review and
BOD for approval approval of related party
transactions

« All RPT's instead of only
Policy on Related Party RPT's where the amount
Transactions involved is more than
2.5% of net assets will
require  approval  aof

majerity of BOD
(Approved: BOD
Septemhber 24, 2012)
Incorporate provisions | Compliance with regulatory
under new regulatory | requirements
issuances
Trust Policy Manual
(Approved: BOD
2/26/2013)
Incorporate provisions | Compliance with regulatory
under new regulatory | requirements
issuances
Trust Risk Policy Manual
{(Approved: BOD
2/26/2013})
Corporats Governance | Incorporate provisions | Compliance with _regulatory
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Manual {26 March 2012, 28 | under new regulatory | requirements
May 2012; 28 Jan 2013} issuances

(Approved: BOD

2/26/2013)

D. REMUNERATION MATTERS

1) Remuneration Process

Disclose the process used for determining the remuneration of the CEQ and the four (4) most
highly compensated management officers:

(1) Fixed remuneration Negotiation MNegotiation

(2) Variablg None None

remuneration

(3) Per diem allowance None. None

(4) Bonus Performance based & | Performance based &
Company's profitability Company's profitability

(5) Stock Qptions and
other financial
instruments

(8) Others (specify) N/A N/A

Performance based & | Performance based &
Company’s profitability Company's profitability

2) Remuneration Policy and Structure for Executive and Non-Executive Directors

Disclose the company’s poiicy on remuneration and the structure of its compensation package.
Explain how the compensation of Executive and Non-Executive Directors is calculated.

472

i

Article V, Sction 8
By-Laws provides:

et

of the Bank’s

“Section 8. Directors' Fees

A Per Diem, as may be determined
from time to time by stockholders
owning or reprasenting a majority of
Executive Directors | the subscribed capital stock at any N/A N/A
reqular or special meting shall be
paid to each Director for attendance
at any meeting of the Board of
Directors for each day of session:
Provided, however, that nothing
contained herein shall be construed
to preclude any Director from
serving in any other capacity and
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receiving compensation therefor.”

The same provision appears in
Aticle ILLE6 of the Corporate
Governance Manual.

Non-Executive

) ee discussion above.
Directors S on above

Do stockholders have the opportunity to approve the decision on total remuneration (fees,
allowances, benefits-in-kind and other emoiuments) of board of directors? Provide details for the
last three (3) years.

No. Directors are only entitled to reasonable per diems as discussed.

N/A N/A

3} Aggregate Remuneration

Complete the following table on the aggregate remuneration accrued during the most recent
year:

(a) Fixed Remuneration N/A N/A N/A

{(b) Variable Remuneration N/A N/A N/A
Php 4,918,374.00
(aggregate amount for

{c) Per diem Allowance N/A NED’s, ID's and | See reply under

Advisory Board | NED.
Members for the Board
and Committees)

{(d) Bonuses N/A N/A N/A
{e) Stock Opticns and/for
other financial N/A N/A N/A
instruments

{f) Others {Specify) N/A N/A N/A

Php 4,918,374.00
{aggregate amount for
NED's, ID's and | See reply under
Advisory Board | NED.

Members for the Board
and Coemmittees)
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1) Advances N/A CoNA | N/A
2) Credit granted N/A N/A N/A

3) Pension Plan/s
Contributions N/A N/A _N" A

{d) Pension Plans,
Obligations incurred N/A N/A N/A

(e} Life Insurance
Premium N/A N/A N/A
() Hospitalization Plan N/A N/A N/A
(g) CarPlan N/A N/A N/A
(h) Others (Specify) N/A NfA N/A
N/A N/A N/A

4} Stock Rights, Options and Warrants
(a) Board of Directors

Complete the following table, on the members of the company’s Board of Directors who own
or are entitled to stock rights, options or warrants over the company’s shares:

N/A N/A N/A N/A N/A

(b} Amendments of Incentive Programs

Indicate any amendments and discontinuation of any incentive programs introduced,
including the criteria used in the creation of the program. Disclose whether these are subject
to approval during the Annual Stockholders’ Meeting:
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5) Remuneration of Management

Identify the five {5) members of management who are not at the same time executive directors
and indicate the total remuneration received during the financial year:

Bancod, Redentor C./Group Head

Hilado, Jose Emmanuel U./Group Head

Sandig, Ismael R./Group Head

Uy Chun Bing/Group Head

Del Rosario, Alfredo S. Jr./Group Head

Php74M

E. BOARD COMMITTEES

1) Number of Members, Functions and Responsibilities

Provide details on the number of members of each committee, its functions, key responsibilities
and the power/authority delegated to it by the Board:

&

Executive 1 5

Naone. Its
powers and
functions

are spelled
out in the
Bank's By-
lLaws and
Corporate

Governance
Manual.

See
discussion
under
powers,

See
discussio
n under
pOWErS.

Article V, Section
10 of the Bank's
By-Laws provides
that the Executive
Committee  has
the power to act
and pass upon
such malters as
the Board of
Directors may
entrust to it for
action in between
meetings of the
Board of
Directors. This is
also provided for

under Section
hD.1 of the
Bank's Corporate
Governance

Manual. The
provision in the
Manual also

provides that the
Committee  shall
likewise have the
power 1o review
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an asset or loan
to ensure timely
recognition  and
resolution of
impaired assets.
Yes. Please Please refer to
refer ta Section 1} of
Section | of | Please the Audit
the  Audit | refer to | Commitiee
Committee | Section Charter.
Audi Charter IV of the
udit attached as | Audit
Annex "C" | Committe
hereto and | e
made an | Charter.
integral
part hereof.
Yes. Please Please refer to
refer to Please Section E of the
Section A ROC Charter
. refer 1o .
of the Risk Section E which sets forth
Oversight p the its scope of
Committee | & authority.
. . Charter EOC
Risk Oversight attached as hgrter
Annex “D" W.h'Ch
discusse
hereto and s its
made an .
. responsib
integral ilities
part hereof. )
Yes. Please Please refer to
refer to | Please Section 1.0
Section &5 | refer 1o | General Purpose
Duties and | Section 5 | and Authority of
Responsibil | Duties the Corporate
ities of the | and Governance
Corporate | Responsi | Committee
Governanc | bilities of | Charter.
Corporate e the
Governance Committee | Corporat
Charter e
attached as | Governa
Annex “E” | nce
hereto and | Committe
made an| e
integral Charter.
part hereof.
Yes. Please Please refer to
Please refer to Section 3 of the
refer to Section 3 | Trust Committes
Section 3 of the Charter attached
of the Trust | Trust as Annex “F"
Committee | Committe | hereto and made
Trust Charter e Charter | an integral part
altached as | attached | hereof.
Annex “F" as Annex
hereto and | “F"
made an hereto
integral and
part hereof. } made an
integral
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part

hereof.
Yes. Please Please refer to
refer to Section E Scope
Sgctlpn A Please of Authority of the
Principal Technology
refer to :
Purpose/O . Committee
L Section E
bjective of A - | Charter.
esponsi
1 the oy ¢
Technology bility 0
Technology 1 4 Committes the
Technolo
Charter ay
attached as .
Annex “G” gommltte
hereto and
made  an Charter.
integral
part hereof.
Yes. Please Pleasa Please refer to
refer to | refer to | Section VI,
Section 1ll. | Section Powsrs and
Personnel Purpose of | VI. Authorities of the
i 0 the PERC | Powers PERC Charter.
Evaluation Charter and
agd Rrﬁi\;tlzg 0 1 attached Authoritie
(DITEHC) heretc as |s of the
Annex “H" | PERC
and made | Charter.
an integral
part hereof.

2) Committee Members

Committee members are appointed during the organizational meeting of the Board of Directors. The
information below covers the period from 25 June 2012, the date of last year's organizational board
meeting up to 24 June 2013, the date of this year’s organizational board meeting.

{a) Executive Committee

Chairman Helen Y. Dee 24 June 2013 67 59 88 8 yrs
?’é%‘;‘ber Lorenzo V. Tan 24 June 2013 67 62 |925 6 yrs
lzar‘l\leEnE)t))er Cesar E. A. Virata 24 June 2013 67 65 97 18 yrs
Mermber (ID) ?Ar;’?r:‘:" M. 24 June 2013 | 67 59 |88 10 yre
Member (ID) f\[i‘rt\%'gggn%' " 24 June 2013 67 61 o 6 yrs
'&‘{‘\IEE”E)?GF Minki Brian Hong | 24 June 2013 | 67 23 |aas4| .
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(b) Audit Committee

Chairman {ID) | Armando M. Medina 24 June 2013 14 14 100 6 yrs
Member {ID) Roberto F. de Ocampo* | 25 June 2012 7 2 29 | 6yrs 7 maos
Member (iD) Francisco C. Eizmendi, | 24 June 2013 5 3 60 4 mos
Jr.

Member Mirnki Brian Hong 24 June 2013 14 5 36 2 yrs
{NED)

Member Medel T. Nera 24 June 20113 14 13 93 | 1yr11 mos
(NED}

*Resigned as of 15 December 2012
*Appoirtted last 26 February 2013

Disclose the profile or qualifications of the Audit Committee members.

Dir. Armando M. Medina, 83, Filipino, is an Independent Director of the Bank. He is the Chairman
of Audit Committee and also a member of the Executive Committee and Risk Oversight Committee.
He is also an Independent Director of RCBC Savings Bank, RCBC Capital Corporation, Malayan
Insurance Co. Inc., and Malayan Colleges Inc. He graduated from De La Salle University with a
Bachelor of Arts degree in Commerce and Economics and a Bachelor of Science in Commerce with
a major in Accounting. Mr. Medina possesses commerce, economics, and accounting background,
training in risk management and work experience in the banking sector in top management positions.

Mr. Roberto F. de Ocampo, 66, Filipino, has served as an independent Director of the Bank since
2006. He atso holds Chairmanship and/or Directorship position/s in several companies, including
Philam Mutual Funds Group, Seaboard Eastern Insurance, Universal LRT Corporation, among
others. Prior to his current position with the Bank, he was the President of the Asian Institute of
Management. He also became Advisory Board Member of Metropolitan Bank and Trust Co. and
Director of ABS-CBN Broadcasting, Inc. He also held varicus positions in the Government, including
Secretary of Finance, Chairman of the Cabinet Cluster on Macro- Economy, and Chairman of the
Committee on Privatization and Fiscal Incentives Review Board. He graduated from Ateneo de
Manila University with a Bachelor of Arts degree in Economics. He completed his Masters in
Business Administration from the University of Michigan and Doctorate's Degree in Developmental

Administration at London School of Economics. He resigned as a member of Audit Committee on
December 17, 2012.

Mr. Francisco C. Eizmendi, Jr., 77, Filipino, is an Independent Director of the Bank. Mr. Eizmendi is
also the Chairman of Dearborn Motors, Inc.,, an Independent Director of Sunlife Grepa Financial
Inc., Great Life Financial Assurance Corporation and Makati Finance Corporation and Fellow at the
Institute of Corporate Directors. He served as President and Chief Operating Officer of San Miguel
Corporation from 1987 to 2002. He graduated from the University of Sto. Tomas with a Bachelor of
Science degree in Chemical Engineering.

Mr. Minki Brian Hong, 40, American, is currently a Managing Director of CVC Asia Pacific Limited
and a Director of Hexagon Investments Holdings Limited. He graduated from the Brown University
with double degree in Political Science and Business Economics. Other present directarship
positions include Capital Asia Funds Limited, Best Moment Holdings, WiniaMando, Inc., Spare
Group Limited, Spare Holdings Limited.

Mr. Medel T. Nera, 57, Filipino, joined the Bank in July 2011. Aside from being a member of Audit
Committee, he is aliso the Chairman of the Risk Oversight Committee and member of Technology
Committee. Mr. MNera graduated from the Far Eastern University with a degree in BS Commerce
Major in Accountancy. He completed his post graduate studies at the New York University with
Master of Business Administration degree. He is presently the Director of Philippine National
Reinsurance Corporation, Director and President of House of Investments, Inc., and Director and
President of RCBC Realty Corporation. He also has directorship positions in Honda Cars Kalookan,
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iPeaple, Inc., Landev Corporation, Hi-Eisai Pharmaceutical, Malayan Colleges Laguna, and YGC
Corporate Services.

Describe the Audit Committee’s responsibility relative to the external auditor.

i. HRecommend to the Board the selection of the external auditors, considering professional
qualification, independence and effectiveness, and recommend the fees to be paid. Recommend
any replacement of the external auditors.

ji. Consult with external auditors without management's presence about internal controls and the
accuracy of the financial statements,

iii.  Prior to the commencement of the audit, discuss with the external auditor the nature, scope,
approach and expenses of the audil, including coordination of audit efforts with Internal Audit, and
ensure proper cocrdination if more than ane audit firm is involved in the activity to secure proper
coverage and minimize duplication of efforts.

iv. Evaluate and determine non-audit work, if any, of the external auditor and review periodically the
non audit fees paid to the external auditor both in relation to their significance to the total annual
income of the external auditor both in relation to Bank’s tctal expenditure on consultancy.

v. The Committee shall disallow any non-audit work that will conflict with his duties as an external
auditor or may pose a threat to his independence. i allowed, the non-audit work shall be disclosed
in the Company's Annual Report.

vi., Ascertain the rotation of audit partner or external audit firm as required by regulations.

vii. Ascertain that management responds o recommendations by external auditors and is taking
appropriate corrective actions in a timely manner.

{c} Nomination Committee

The Nomination and Remuneration Committees are merged under the Corporate Governarnce
Committee.

T

Chairman
Member (ED)
Member
(NED)
Member {ID)
Member

(d) Remuneration Committee

The Nomination and Remuneration Committees are merged under the Corporale Governance
Committee.

Chairman

Member (ED)

Member
{(NED)

Member (ID}

Member
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Corporate Governance Committee

Chairman (ID) { Francisco C. Eizmendi, 24 June 16 16 100

Jr.** 2013 6 yrs
Member {ED) | Helen Y. Dee 24 June 17 17 100

2013 B yrs

Member Wililfrido E. Sanchez 24 June 17 17 17
(NED) 2013 6 yrs
Member (ID) Roberto F. De Ocampo*
Member (ID) Antonino L. Alindogan, 24 June 5 2

Jr 2013 4 mos.
Member (ED) | Atty. Ma. Celia H. 24 June 17 17

Fernandez-Estavillo 2013 2 yrs

*appointed as Chairperson on June 25, 2012
and resigned on December 17, 2012
**appointed as Chairperson on February 26,
2013

wrapnointed as Member on February 26, 2013

(e) Others (Specify)
Provide the same information on ali other committees constituted by the Board of Directors:

Trust Committee

Chairman Teodoro D. Regala 24 Jun 2013 12 11 92 14 yrs

(NED})

Member Cesar E.A. Virata 24 Jun 2013 12 12 100 6 yrs.

(NED)

Member Wilfride E. Sanchez 24 Jun 2013 12 10 83 | 9yrs. 11

{(NED) mos.

Member (ED) | Lorenzo V. Tan 24 Jun 2013 12 11 92 | Syrs. 11
mos.

Member Lourdes M. Ferrer 1 Sep 00 12 12 100 | 12yrs. 9

{Trust Officer) mos.

Risk Oversight Commitiee

Medel T. Nera 24 June 10 9 a0 | 1yr 11

Chairman
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2013 mos
Member Helen Y. Dee 24 June 10 10 10 4 yrs
2013 0
Member Lorenzo V. Tan 24 June 10 7 70 6 yrs
2013
Member Cesar E.A. Virata 24 June 10 10 10 12 yrs
2013 0
Member (ID) Armando M. Medina (Vice 24 June 10 10 10 10 yrs
Chair) 2013 0
Member (ID) Antonino L. Alindogan, Jr. 24 June 10 8 80 4 yrs
2013

Technology Committee

Chairman T HIn . ee . u . 7 85.71 | 5yrs 6 mos
2013

Member (ED} | Lorenzo V. Tan 24 June 7 6 85.71 | byrs 6 mos
2013

Member Cesar E.A. Virata 24 June 7 5] 85.71 | 5Syrs 6 mos

{NED) 2013

Member Medel T. Nera 24 June 7 5 71.43 | Byrs @ mos

(NED) 2013

Member (I1D) Armando M. Medina 24 June 7 5 71.43 | Syrs 6 mos
2013

PERSONNEL EVALUATION AND REVIEW COMMITTEE

5 X Cie e el e Ak 3 sk i b
Chairman Ms. Helent Y. Dee June 2005 3 3 100 7 yrs
Member Head - Human Resources| - 3 3 100 -

Group
Member Head — Retait Banking Group - 3 3 100 -
Member Head — Controflership Group - 3 3 100 -
Member Head — Legal and Regulatory - 3 3 100 -
Affairs Group
Member Head - Corporate  Risk - 3 3 100 -
Management Group

3} Changes in Committee Members

Indicate any changes in committee membership that occurred during the year and the reason for
the changes:

Resignation effective
December 2012

Roberto F. de Ocampo
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Francisco C. Eizmendi, Jr.

Appointment as member effective
26 February 2013 to replace Mr.
de Ocampo

Corporate
Governance

Roberto F. de Qcampo

Resignation effective 17
December 2012

Francisco C. Eizmendi, Jr.

Appointment as  chairperson
effective 26 February 2013 to
replace Mr. de Ocampo

Antonino L. Alindogan, Jr.

Appointment as member effective
26 February 2013

4) Work Done and Issues Addressed

Describe the work done by each committee and the significant issues addressed during the year.

Executive

Approval of branch
expansions and relocations,
policies/manual of operations,
loans

Appointment of officers with
rank of manager below

Management matters and
approval of loans, recruitment
matters entrusted to it by the
Board in between board meetings

Audit

Fulfiiment of duties and
responsibilities as embodied in
the Audit Committee Charter
particularly on areas of Internal
Control and Risk Management,
Financial Reporting, Internal and
External Audit, Compliance with
Laws and Regulations, Ethics and
Business Conduct, and other
functions as requested by the
Board. Work done included but
not limited to the following:

1.

Performed oversight functions
over the internal and external
auditors and ensured that
they acted independently
from each other and both
auditors were given
unrestricted access to
records, properties and
personnel in the discharge of
their functions.

Reviewed audit reports of
both intemal and external
auditors and engaged in
discussions of the results of
audits during Audit
Committee meelings  to
evaluate the adequacy and
eftectiveness  of  internal
contral system and risk

management including Also required the attendance of
financial reporting and the Chief Risk Officer during
information technology the Audit Committee meetings |

1. Ascertained the appropriate
disposition of significant
findings noted in the regular
and special audit reports.
Where necessary, Audit
Committee  directives  and

Internal Audit (1A)
communication were made and
being addressed to

Management to ensure that
appropriate  resolution  or
mitigation of risk issues will be
done.

2. On control and risk issues due
to the implementation of new
corebanking system in May
2012, key business unit
managements inctuding
information technology group
were being invited during Audit
Committee meetings for the
discussion and updating of
actions/ measures undertaken,

To maintain accountability on
risk management and control
with process owners during the
moratorium  on audit rating,
high risk issues have been
effected in the performance
evaluation of concerned units.
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8.

security. This also included
the review of the annual and
quarterly financial statements
before submission to the
Board and regulators
foeusing on the following
matters:

« Any changes in
accounting policies and
practices;

- Significant adjustments
arising from audit;

»  Compliance with
accounting standards;

+ Compliance with tax,

legal and regulatory
requirements;
« Going concern

assumptions;
» Major judgmental areas;

and

« Completeness of
disclosures of material
information including
subsequent events and
related party
transactions.

Reviewed the extent and
scope, activities, staffing,
resources and organizational
structure of the Internal Audit
function and approved the
annual audit plan to ensure
its conformity with the
objectives of the Bank. This
also included quarterly review
of audit plan accomplishment
/ status including capacity
and manpower complement.

Reviewed the compliance
reports of the Compliance
Officer during Audit
Committee meelings o
assess compliance with laws,
rules and regulatiens. This
also included the review of
findings of any examinations
by requlatory agencies (e.g.,
BSP).

Reviewed and revised the
Audit Committee and Internal
Audit Charters.

Analysis and evaluation of
related party transactions.

5.Ascertained the

for the immediate action on
noted risks from the audit
reports.

. Ascertained the key business

units’ appropriate disposition
on reported floats  and
unaccounted items relaled to
the implementation of the new
system.

. In October 2012, instructed A

0 evaluate the possibility of
outsourcing to address iis
manpower  deficiency  and
approved the same o be
implemented in 2013,

Approved the following: a)
increase in |1A’'s manpower
complement ta fulfill its backlog
b) Audit Analytics Office
position to support IAG in the
design, development,
implementation and monitoring
of continuing audit tocls that
will highlight high risk areas,
red flags and fraud-risk
indicators

Approved the acquisition of
Audit Management System to
improve efficiency and
effectiveness of Internal Audit.

disposition
made on compliance issues
raised by the Compliance
Officer including BSP findings.
This also included compliance
with the SEC  Corporate
Governance regulations.

Implementation of policy on
related party transactions;
compliance with approval
and disclosure reguirements
under applicable regulations
and best practices

Risk Oversight

* Adoption of the name "Risk

Qversight Committee” and
adoption of its responsibilities

Governance & Organization
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Approval of the year's risk
management objectives and
roadmap

Self-assessment  of 2011
performance

Approval of risk personnel
mavemenis and augmentaticn

Approval of 2012 portfolio and
risk fimits

Approval of product program
proposals

Notation and Disposition of
BSP examination findings
Notation and action of
reported risk  profile of
subsidiaries

Risk Policy & Procedure

ICAAP
covering 2011

Approval of the
document
operations
Approval of the consolidated
risk appetite /[ risk-reward
matrix for 2012

Approval of the 2012 risk
materiality survey

MNotation and Approval of
results of regular BSP uniform
stress tesling for banks
Notation and BDisposition of
regular |CAAP and Basel Il
runs / simulations

Notation and Disposition of
return on capital reports by
business segment

Attendance in the Basel Il &
IFRS briefing conducted by
SGV-EY

Approval and endorsement to
the Technology Committee of
the acquisition of credit risk
scorecards from Standard &
Poor's

Internal Capital Adequacy
Assessment Process (ICAAP)

Confirmation of parent Bank’s
oversight responsibilities on
RCBC Savings and Bankard
Approval and Disposition of
the results of the annual credit
stress testing

Individual review of top group
credit exposures

Re-definition of large
exposures monitoring

Ad-hoc stress testing mandate
for the savings bank portfolio

Credit Risk Management

Approval of authority
delegation for daily risk
compliance disposition

Confirmation of ALCO aclions
Approval of limits and policy

Market & Ligquidity Risk
Management
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amendments

Approval of ORM Framework
amendments and guidelines
Approval of Key Risk
Indicators  thresholds and
weights

Review of 2012 Risk & Caontrol
Self Assessment run

Approval of FATCA initiatives
Monitoring of progress of
various risk systems
implementation

Operational Risk
Management & Risk
Management Systems

Notation and Disposition of
Corebanking migration repori
Notation and Disposition of
disaster recovery test report
Review of various contingency
management /  business
continuity initiatives

Contingency Management & IT
Risk

Corporate Review of qualifications of

Governance persons nominated to the
Board and its Committees
Review of qualifications of
officers
Review of results of [ Oversight responsibiliies on
performance evaluation | nominations of directars  and
process for the Chairperson, | officers as well as compensation
CEOQ, BOD, individual
directors and board
committees
Review of promotion process
Approval of the 2011 PSE Qversight qf development and
: implementation  of  corporate
Disclosure Template i

governance policies and
principles

Amendment of Committee | Updating of the charter to
Charter incorporate regulatory issuances
Approval of Revised Trust
Policy Manual
Approval of Revised Trust
Risk Manual

Trust Changes in the Trust | Formulation of Policies and

Committee Charter
Approval of new policies and
guidelines to further
streamling controls

Guidelines

Approval of trust business
plans for 2013

Review of monthly financial
performance of trust for 2012
Discussion of impact of new
regulations issued on the
trust business

Review of industry
landscape and trends
Administrative and

performance review  of

Conducted oversight of trust
business
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accounts

« Approval of lines for local

and foreign financial
institutions
« Accreditation of

counterparties
« Approval of credit lines for

corporate  borrowers  and
bond issuers

« Approval of the list of
investment outlets for

various accounts

« Approval of new products to
be launched and product
enhancemenis

Evaluation and approval of
management recommendations
on the investment and disposition
of funds or properties held in trust

« Discussions and review of
various risk management
reports

« Monitoring the proper
implementation of approved

policies and guidelines Management of risks in the
+« Review of compliance with | conduct of the trust business
applicable laws and
regulations
+ Development of systems to
enhance productivity and
customer service
Technology « Approved major IT
investments.
« Managed and aligned IT
initiatives across the Group.
+« Reviewed status of major
projects.
« Prioritized IT initiatives
- E:fj Itlij(?:lesd fore":geg'ngf lt:l Fulfillment of oversight
responsibilities
Group.
+ Reviewed and resolved IT
risks and other IT related
issues  raised in  the
TechCom.
» Ensured compliance to BSP
rules and regulaticns relating
to Information Technology
PERC + Reviewed disciplinary
cases. « \Violations of policies and
« Imposed penalties on erring Caode of Conduct.
employees,

5} Committee Program

Provide a list of programs that each committee plans to undertake to address relevant issues in

the improvement or enforcement of effective governance for the coming year.

Executive

1 This will be done at the

board level.

¢

N/A. This will be done at the
board level,

Audit

« Approval of the outsourcing of

« To address the 2012 backlog
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the outsourcing of 60 BCs to
SGV.

« Evaluation of the outsourcing
of some of the 1T Audit plan.

« Review of the Audit
Commitiee and Internal Audit

process
+ Heview of selection process
and criteria on the

assessment of the external
auditor and conduct of the
annual assessment

in the audit plan.

To address the manpower
deficiency of IT Audit

To expedite the  Audit
Commiltee meeting and focus
on and address significant
issues that need immediate
management atlention,

To recommend external
auditor in consideration of the
qualification,  independence
and effectiveness .

Nomination

« Functions have been merged
under the Corporate
Governance Commitiee

« To be taken up by the
Corporate Governance
Committee in the incoming
year/term.

Remuneration

» Functions have been merged
under the Corporate
Governance Committee

« To be taken up by the
Corporate Governance
Committee in the incoming
year/term.

Trust

Policy Farmulation

Review palicies in areas which
require streamlining of
processes

Address various audit and
compliance issues in previous
BSP examinalion

Strategy Formuiation and
Performance

a. Volume Growth

To increase trust assets to P100B
by end 2013

b. Revenue Contribution

Increase revenue contribution
by 13%

Rationalize fee structures
across various product lines

c. Product Development

Launch at least one new
product in 2013
Enhance product  selling

Operatignal Efficiency and
Controls

materials, forms and
documentation

« |mplement Trade and Order
Monitoring System to

strengthen risk management
in handling of accounts
Implement Administrative
Review Monitoring System to
enhance  account  review
processes

Risk Management

Streamline risk management
reports  to facilitate Trust
Committee review and action
Centralize  monitoring  of
complaints from clients and
counterparties
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F. RISK MANAGEMENT SYSTEM
1) Disclose the following:
(a) Overall risk management philosophy of the company;

The Group recognizes that risk is an inherent part of its activities, and that Banking is essentially
a business of managing risks. Ultimately, therefore, the Group views risk management as a
value proposition imbued with the mission of achieving sustainable growth in prefitability and
shareholder value through an optimum balance of risk and return.

This corporate risk phitosophy further translates to:

. Prudential risk-taking and proactive exposure management as cornerstones for
sustainable growth, capital adequacy, and profitability;

. Standards aligned with internationally accepted practices and regulations in day to day
conduct of risk and performance management; and

. Commitment to developing risk awareness across the Group, promoting the highest
standards of professional ethics and integrity, establishing a culture that emphasizes the
importance of the risk process, sound internal control, and advocating the efficient use of capital.

Caoncretely, the Group’s risk management system aims to:

. Identify, measure, control, and monitor the risk inherent to the Group’s business activities
or embedded in its products and portfolio;

. Formulate, disseminate, and observe the corporate risk philosophy, policies, procedures
and guidelines;

. Assist risk-taking units in understanding and measuring risk-return profiles in their various
business transactions; and

. Continually develop an efficient and effective risk management infrastructure.

(b) A statement that the directors have reviewed the effectiveness of the risk management
system and commenting on the adequacy thereof;

The Boeard, via the Risk Oversight Committee as its designated oversight tody, reviews the
effectiveness of the risk management system on a continuing basis. Such review covers, among
athers, the risk management framework; i.e., the manner by which the Bank identifies, measures,
controls, and monitors its material risks. The document that essentially embodies this review is
the annual Internal Capital Adequacy Assessment Process (ICAAP) document submitied to the
BSP every 31% January. The Board had done so for 2012, and deemed the effectiveness of the
risk management system to be adequate.

{¢) Period covered by the review;

Please see item (b) above.

(d) How often the risk management system is reviewed and the directors’ criteria for assessing
its effectiveness; and

Further to the discussion in item (b) above, the effectiveness of the risk management system is
assessed via the ROC's regular examination of where the Bank is with respect to the approved
risk appetite / risk-reward framework. Breaches of risk appetite benchmarks as well as of
approved risk controls / limits trigger reviews of both the Bank’s business and risk direction, and
the bases for the very same breached risk thresholds.
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{e) Where no review was conducted during the year, an explanation why not.
N/A
2} Risk Policy

(a) Company

Give a general description of the company’s risk management policy, setting out and
assessing the risk/s covered by the system (ranked according to priarity), along with the
objective behind the policy for each kind of risk:

Please refer to reply in | Please refer to reply in item b | Please refer to reply in Hem b
itern b below. below. below.
(b) Group

Give a general description of the Group’s risk management policy, setting out and assessing
the risk/s covered by the system (ranked according to priority), along with the objective
behind the policy for each kind of risk:

¥ F¥T s T SR T ; w ey Py e S
i ! B i . 8 g fs

Please see reply

below Please see reply betow. Please see reply below.

The Group's Risk Management Framework, provides the engine for the determination of the
Group’'s material risks, its appetite for said risks, and the overall execution of the risk
management cycle of identifying, assessing or measuring, controlling and monitoring risk
exposures. Risks are identified using various tools and technigues. Metrics, both adopted from
regulation and best practice and internal to the Group are then used to measure these risks.
Limits are then set to control them; and later monitored regularly to ascertain whether the same
risks are still within the prescribed limits.

Risk Identification and Materiality

The risk identification & assessment process in the Group is carried out mainly via three means.
"Top-down” risk assessment is from a macro perspective, and generally occurs during the risk
appetite setting exercise of the Board and Senior Management. "Bottom-up” risk assessment on
the other hand is the micro perspective. It involves identification and assessment of existing risks
or those that may arise from new business initiatives and products, including material risks that
originate from the Group's Trust business, subsidiaries and affiliates. The final means by which
risk identification is carried out is via independent assessments. These include assessments and

validations made by the Group’s internal audit group, by the BSP, other regulators, the customers
themselves, and other stakehoiders.

On top of these risk identification methodologies, the Group likewise performs a perception check
of the material vulnerabilities it faces. On an annual basis, the Board and the members of the
Senior Management Committee undergo a Risk Materiality Survey to assess risk appreciation.
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Risk Assessment
Pillar 1 Risks

The measurement of Pillar 1 risks is through proper risk measurement tools and methodology
aligned with best practices and acceptable per regulatory standards. Minimum approaches are
as prescribed under Basel I and B3P Circulars 360, 538, 544 and 545, with the objective of
building on these regulatory prescriptions towards better internal models.

. Credit Risk — It is the risk that the borrower, issuer or counterparty in a transaction may
default and cause a potential loss to the Group. The assessment of this risk is governed by the
Standardized Approach, as prescribed under Basel !l and BSP Circular 538.

. Market Risk — It is the risk resulting from adverse movements in the general level or
volatility of market rates or prices or commodity/equity prices possibly affecting the Group's
financial condition. The assessment of this risk likewise follows the Standardized Approach.

. QOperational Risk — 1 is the risk arising from the potential that inadequate information
system, operations or transactional problems {related to service or product delivery}, breaches in
internal controls, fraud or unforeseen catastrophes will result in unexpected loss. IT Risk
assessment is currently subsumed under this risk category. The Group uses the Basic Indicator
Approach in its assessment of this risk.

Pillar 2 Risks

The tools used to measure most of Pillar 2 risks on the other hand are, in general, still evolving,
and shall stili undergo refinement maving forward. Foliowing is a brief summary of how the
Group appreciates these risks, and the tools employed for quantifying the same in 2012,

. Liquidity Risk — It is the risk to earnings or capital arising from the Group's inability to
meet its obligations when they become due without incurring unacceptable losses. This risk is
measured using the established Maximum Cumulative Outflow (MCO) method, which in turn is
based on historical observations and simulations of prospective liquidity risk events.

. interest Rate Risk in the Grouping Book (IRRBB) — it is the current and prospective
negative impact to earnings and capital arising from movements or shifts in interest rates. IRRBB
becomes inherent in the current and prospective interest gapping of the Group's balance sheet.

For the Group, this risk is measured via the Capital-at-Risk (CaR} and Net Interest Income (Nil}-
at-Risk methods.

. Concentration Risk — It is the current and prospective negative impact to earnings and
capital arising from over-exposure to specific industries or borrowers / counterparties.  Other
than the various measures of risk concentration, the Group measures credit concentration risk
using a simplified application of the Herfindahl-Hirschman Index (HHI} approach.

. Reputation Risk — It is the current and prospective negative impact to earnings and
capital arising from negative public opinion. The Group recognizes this risk as one of the most
difficult to quantify. In 2011, the Group adopted a reputation monitoring and escalation
framework, which studies have shown to be just as effective. Driving the management of this risk
is the Group’s Public Relations Committee. The assessment of extreme reputation risk however
is folded into the assessment of liquidity risk stress.

. Compliance Risk - It is the current and prospective negative impact to earnings and
capital arising from violations of laws, regulations, ethical standards, and the like. The
quantification of this risk is for now highly dependent on an analysis of historical operational
losses and regulatory penalties / fines. Moving forward, a more robust operational risk
management syslem could surface a better estimation method.

* Strategic Business Risk — !t is the current and prospective negative impact to earnings
arising from adverse business decisions, improper implementation of decisions, lack of
responsiveness to industry changes. The Group currently treats this risk as a catch-all risk, and
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expresses its estimate as a cap on additional risk weighted assets given other risks and a desired
minimum capital adequacy ratio.

Risk Controf

The Board establishes the Group’s strategic directions and risk tolerances. In carrying out these
responsibilities, the Board approves policies, sets risk standards, and institutes risk limits. These
limits are astablished, approved, and communicated through policies, standards, and precedures
that define responsibility and authority. The same are evaluated at least annually for relevance,
and to ensure compatibility with decided business strategy.

Risk Monitoring and Reporting

The Group monitors risk levels to ensure timely review of risk positions and exceptions versus
established limits and ensure effectiveness of risk controls using appropriate maonitering systems.
Reports are prepared on a regular, timely, accurate, and informative manner; and distributed to
the risk taking units and appropriate oversight body to ensure timely and decisive management
action. The RCBC ALCO is apprised weekly of the Parent’s risk positions, performance, and limit
compliance. The ROC on the other hand is apprised monthly of the same, but this time including
those of the subsidiaries’. The Chair of the ROGC in turn reports the committee’s findings to the
immediately following Board meeting.

Risk Mitigation and Management

In the end, risk management as a value proposition does not equal risk avoidance. The risk
process adopted by the Group is not designed to eliminate risks, but rather to mitigate and
manage them so as to arrive at an optimum risk-reward mix.

The Group understands efficient risk mitigation as one that is brought about by an active and
consistent application and enforcement of policies, with a view of facilitating value-adding growth.

It is also a process by which contingencies are laid out and tested in the hope of serving the
Group in good stead during unforeseen crisis events.

{¢) Minority Shareholders

Indicate the principal risk of the exercise of controlling shareholders’ voting power.

[a1e] 3
None. Notwithstanding exercise of controlling shareholders’ voting power, rights of
minority shareholders are protected.

3) Control System Set Up

(a) Company

Briefly describe the control systems set up to assess, manage and control the main issue/s
faced by the company:

Pls. see discussion Pis. see discussion on Risk Pls. see discussion on Risk
on Risk Policy. Palicy. Palicy.
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(b) Group

Briefly describe the control systems set up to assess, manage and contrel the main issue/s
faced by the company:

Pls. see dlgcussmn Pls. see discussion on Risk F’Is._ see discussion an Risk
on Risk Policy. Policy.

Policy.

{¢) Committee

Identify the committee or any other body of corporate governance in charge of laying down
and supervising these control mechanisms, and give details of its functions:

The risk management infrastructure of the Group follows a top-down approach, whereby the Board
takes ultimate accountability for the risks taken, the tolerance for these risks, business strategies,
operating budget, policies, and overall risk philosophy.

In the interest of promoting efficient corporate governance, however, the Board constitutes
committees to perform oversight responsibilities. These committees perform oversight functions
either in the area of risk policy formulation, decision-making, or risk portfolio management. Assisting
these committees in turn are dedicated management units.

The Risk Qversight Committee (ROC)

The ROC is constituted by the Board, and exercises authority over all other risk committees of the
various RCBC business groups and subsidiaries, with the principal purpose of assisting the Board in
fulfilling its oversight responsibilities relating to:

» Evaluation and setting of the Group’s risk appetite;

« Review and management of the Group’s risk profile;

¢« Implementation and continuous improvement of a sound framework for the identification,
measurement, control, monitoring, and reporting of the principal risks faced by the Group;

« Capital planning and management.

The ROC is primarily tasked to develop and implement the institution’s risk management program. it
shall oversee the systern of limits to discretionary authority that the Board delegates to management,
ensure that the system remains effective, that the limits are cbserved and that immediate corrective
actions are taken whenever limits are breached. The committee shall likewise enable the Board to
establish the Group’'s risk tolerance within a risk-reward framework and ensure that a risk

management strategy is in place that adheres to this framework. Maore particularly, the committee
shall:
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« ldentify the Group's risk exposures and shall assess the probability of each risk becoming reality
and shall estimate its possible effect and cost. Priority areas of concern are those risks that are most
likely to occur and are costly when they happen.

« Develop a written plan defining the strategies for managing and controlling major risks. |t shall
identify practical strategies to reduce the chance of harm and failure or minimize losses if the risk
becomes real.

» Cause the implementation of the plan, communicating the same and loss control procedures to
affected parties. The committee shall conduct regular discussions on the institution's current risk
exposure based on regular management reports and direct concerned units or offices on how to
reduce these risks.

» Evaluate the risk management plan to ensure its continued relevancy, comprehensiveness, and
effectiveness. It shall revisit strategies, look for emerging or changing exposures, and stay abreast of
developments that affect the likelihood of harm or loss. The committes shall report regularly to the
Board of Directors and entity’s over-all risk exposure, actions taken to reduce the risks, and
recommend further action or plans as necessary.

Other than the ROQC, the Board had constituted other committees that are nonetheless crucial to the
risk management process. Primarily responsible for providing oversight with respect to the Group’s
risk-taking function are the following committees:

The Executive Committee

The Executive Committee has the power to act and pass upon such matters as the Board of Directors
may entrust to it for action in between meetings of the Board. More specifically, it reviews and
approves loans and other credit-related matters, investments, purchase of stocks, bonds, securities
and other commercial papers for the Bank.

The Credit and Collection Committee

The Credit and Collection Committee, aside from the exercise of credit authority, is responsible for
the regular review of past due accounts, reports / recommends to the Executive Committee, and
takes immediate measures to enable reduction of the level of past due accounts.

The Asset and Liability Committee

The Asset and Liability Management Committee manages the asset / liability structure primarily of the
parent Bank in order to:

Achieve maximum but stable net interest margin.
Maximize after-tax return on assets and on equity.

Assure adequate capital to satisfy regulatory requirements as well as internal standards.
Assure adequate liquidity.

The faollowing in turn are primarily respansible for validation and ensuring compliance to regulatory
and internal policies:

The Audif Committee

The Audit Committee is a Board-level committee constituted to perform the following core functions:

= Qversight of the institution's financial reporting and control, and of internal and external audit
functions. This includes responsibility for the setting up of the internal audit department and for the

appointment of the internal auditor as well as the independent external auditor who shall both report
directly to the Audit Committee.

s lnvestigation of any matter within its terms of reference, with full access to and cooperation by
management and full discretion to invite any director or executive officer to attend its meetings and
adequate resources to enable it to effectively discharge its functions.

57



G.

1)

* The review of the effectiveness of the institution's internal controls, including financial, operational
and compliance controls, and risk management, to be conducted at least annually.

The Corporale Governance Cammiltee

The Corporate Governance Commiltee is constituted by the Board to assist in performing its
corporate governance responsibilities. |t is tasked to ensure the Board's effectiveness and due
observance of corporate governance and principles, as embodied in the Group's Corporate
Governance Manual approved and adopted by the Board. Furthermore, it is tasked to:

» Decide whether or not a director is able to and has been adequately carrying out his/her duties as
director bearing in mind the director’s contribution and performance {e.g. competence, candor,
attendance, preparedness, and participation).

= Decide the manner by which the Board's performance may be evaluated and propose an
objective performance criteria approved by the Board. Such performance indicators shall address
how the Board has enhanced long term shareholder’s value.

= QOversee the periodic performance evaluation of the Board and its committees and executive
management; and shall also conduct an annual self-evaluation of its performance.

s Prepare internal guidelines that shall be adopted which address the competing time commitments
that are faced when directors serve on multiple boards.

= Make recommendations to the Board regarding the continuing education of directors, assignment
to board committees, succession plan for the board members and senior officers, and their
remuneration commensurate with corporate and individual performance.,

The Corporate Risk Management Services Group (CRISMS)
CRISMS' respensibilities cover risk management functions that are exclusive to an organizational unit

independent of the unit responsible for the origination of the relevant risk exposure. Included are the
following:

¢ Design and implementation of the internal credit risk rating system.

+ Design or selection, and implementation of market risk measurement models / methodologies
{e.g., value-at-risk, earnings-at-risk), monitoring / reporting of results, and the back-testing of the
models / methodologies.

« Design or selection, and implementation of liquidity risk measurement methodologies (e.g.
maximum cumulative outflow) and the monitoring / reporting of results.

» Design and implementation of stress testing market risk positions and liquidity.
« Formulation or selection of valuation methods for assets { liabilities carried at fair value

Along with Corporate Planning, CRISMS is also a lead unit in the implementation of the Group
ICAAP. Itis also acts as a main conduit of risk information from line management to the ROC, and
eventually to the Board.

INTERNAL AUDIT AND CONTROL

Internai Control System
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2)

Disclose the following information pertaining to the internal control system of the company:

(a)

(b}

{c)

(d)

(e)

Explain how the internal control system is defined for the company;

The Bank adopts the definition under the SEC Revised Code of Corporate Governance. Under the
Corporate Governance Manua!,® internal control system is defined as the framework under which
internal controls are developed and implemented (alone or in concert with other policies or
procedures) to manage and control particular risk or business activity, or combination of risks or
business activities, to which the corporation is exposed;

A statement that the directors have reviewed the effectiveness of the internal control system
and whether they consider them effective and adequate;

The Audit Committee has the following roles and responsibilities under the Audit Committee Charter:

« Monitor and evaluate the adequacy and effectiveness on internal control system and risk
management including financial reporting control and information technology security.

- Evaluate whether management is setting the appropriate controi culture by communicating the
importance of internal control and the management of risk and ascertain that all officers and
employees have an understanding of their roles and responsibilities in the Bank’s nsk and
control system.

+ Ascertain whether internal controi recommendations made by internal and external auditors and
regulating bodies have been implemented by management.

Period covered by the review;

The review may cover the period from the last year to the current year. In the case of audit reports,
evaluation is done considering the last audit cut-off with the present cut-off of examination performed
by auditors. At least annually or when deemed necessary (e.g., change of corebanking system), the
review is done to determine the adequacy and effectiveness of the Bank's internal control system,
including financial reporting, operational and compliance controls, risk management, and information
technology security

How often internal controls are reviewed and the directors’ criteria for assessing the
effectiveness of the Internal control system; and

Frequency:

Monthly - Audit Reports;

Quarterly - Financial Statement Review, and
Yearly - Annual Internal Report

Criteria:

Control Environment

Risk Assessment Process

Control Activities

Information and Communication System
Monitoring

Where no review was conducted during the year, an explanation why not. N/A

Internal Audit

(a}

Role, Scope and Internal Audit Function

Give a general description of the role, scope of internal audit work and other details of the
internal audit function.

Definition of Terms, par. |.
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Audit —
value

Internal
provide
added audit &

consulting
services by
evaluating and
improving the
effectiveness  of
control, risk
management

and governance
process.

Examination and
evaluation of all
business systems,

processes,
operation, function
and activities
within  the Bank
including the
organization’s
outsourced
functions, its
subsidiaries  and
branches.

In-House

FSvpP
luisa
Lim/Internal
Audit Group

Ana
S.

Prepare a fiexible
annual  audit plan
using an appropriate
risk-based
methodology.
Provide periodic
reports i the Audit
Committee

summarizing the
Internal Audit
perfarmance and
activity as well as
highlighting
significant emerging
business risks,
regulatory changes,
internal control
issues, corporate
governance  issues
and accounting
developments.
Provide an annual
assessment on the
adequacy and

effectiveness of the
Bank’s process for
controlling its
activities and
managing its risks.

(b) Do the appointment and/or removal of the Internal Auditor or the accounting /auditing firm or
corporation to which the internal audit function is outsourced require the approval of the

audit committee?

Yes. This is provided for under the Audit Commitiee Charter.

{(c) Discuss the internal auditor’s reporting relationship with the audit committee.

Does the

internal auditor have direct and unfettered access to the board of directors and the audit

committee and to all records, properties and personnel?

Under the Audit Committee Charter attached hereto as Annex “C”, the Audit Committee shall ensure
functional reparting of the Internal Audit to the Audit Committee. The Audit Committee shall ensure
that, in the performance of the work of the Internal Auditor, he shall be free from interference by
outside parties. The Audit Committee shall likewise ensure that the internal and external auditors act
independently from each other, and that both external and internal auditors are given unrestricted
access to all records, properties and personnel 10 enable them to perform their respective audit

functions;
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{(d) Resignation, Re-assignment and Reasons

Disclose any resignation/s or re-assignment of the internal audit staff {including those
employed by the third-party auditing firm) and the reason/s for them.

NOLITO UMAYAM, JR, accepted Land Bank's job offer
JUSTINE ELAINE LIM back to ABS-CBN Accounting
AGARILBERT VELASCO went to Middle East

MERCY REYES accepted Bangko Sentral's job offer
DOROTHY JOY AVENIDO accepted job offer of an accounting firm
MELVIN ANONUEVO end of contract

MICHAEL SAMSON accepted Security Bank's job offer
JONA PANGAPALAN accepted a BPO company's job offer
ROSALIE KUE GUMIRAN migrated to Australia

TEDDY RAMOS migrated to Canada

RONALDKOPH JOMEN accepted Aboitiz Group's job offer
MARGIE INOPIQUEZ migrated to Australia

VANESSA MATEQ accepted job offer of other bank's accounting department
ETHEL ALMIRA GOMEZ accepted RCBC Securities' job offer
KAREN LIM took a rest

TIE"YNALDO VILLACORTA, transferred to RCBC ITSSG
SALVADOR DEONA accepted Producers Bank's job offer
JAMES CALDERON accepted a job offer in Middle East
rlfll\?gDOVAH ANTHONY transferred to RCBC ITSSG
JAYMIE MARIE TUPAS went to Saipan

EVANGELINE FLORES accepted Bangko Sentral's job affer

(e) Progress against Plans, Issues, Findings and Examination Trends

State the internal audit's progress against plans, significant issues, significant findings and
examination trends.

[The relationship among progress, plans, issues and findings should be viewed as an internal
control review cycle which involves the following step-by-step activities:

1) Preparation of an audit plan inclusive of a timeline and milestones;

An audit plan is prepared annually based on risk scoring criteria. Quarterly status of the plan
is reported for the information of the Audit Committee.

2) Conduct of examination based on the plan;
Examination is based on the annual audit plan while a portion of the plan is allotted for

special or unscheduled audits. Revisions or adjustments in the annual plan are presented
for the approval of the Audit Commitiee.

® "issues” are compliance matters that arise frem adopting different interpretations.
% “Findings” are those with concrete basis under the company’s policies and rules.
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3) Evaluation of the progress in the implementation of the plan;

A quarterly evaluation of the progress in the implementation of the plan is performed by the

Internal Audit Head prior to reporting of the status to the Audit Committee,

4) Documeniation of issues and findings as a result of the examination;

Results of the examination are documented through preparation of audit report per auditable
unit. Reports are presented for approval of the Audit Committee.

5) Determination of the pervasive issues and findings (“examination trends”) based on

single year result and/or year-io-year results;

Common and significant findings are summarized in the Annual Internal Audit Report.

6) Conduct of the foregoing procedures on a regular basis.]

The foregoing procedures are conducted on a regular basis.

() Audit Control Policies and Procedures

Disclose all internal audit controls, policies and procedures that have been established by the
company and the resuit of an assessment as to whether the established controls, policies

and procedures have been implemented under the column “Implementation.”

BPP 2012-03: Audit Working Papers

LA
Sk

implemented
PPP 2011-04: BC Audits and New Report
Format for Satisfactory Rating Implemented
PPP 2012-06: POst activity & Report
Transmittal-PORT (formetly Monthly Reports implemented
Transmittal)
PPP 2012-07: KRA Matrix for Audit Managers imolemented
and [T Auditors P
PPP 2012-09: Audit Activity Standards
Checklist- AASG Implemented
PPP 2012-11: Recommendation for Audit
Manager uPgrade (RAMP}) Implemented
PPP 2012-12: RCSA Validation Implemented
FPP 2012-13: Engagement Communication
Process and Format of Memos Implemented
PPP 2012-13.1: Engagement Communication
Process and Format of Memos {(Addressees Implemented
for Subsidiaries and Affiliate)
PPP 2012-15: Audit Engggement Related to implemented
Corebanking Implementation
PPR 2012-16: Training and Coaching for New Implemented
Audit Examiners
PPP 2012-18: Policies and Procedures on imolemented
Audit Sampling P

(g) Mechanism and Safeguards

State the mechanism established by the company to safeguard the independence of the
auditors, financial analysts, investment banks and rating agencies {example, restrictions on
trading in the company’s shares and imposition of internal approval procedures for these
transactions, limitation on the non-audit services that an external auditor may provide to the
company):
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As stated in the
Internal Audit Charter
and to maintain
objectivity,  Internal N/A N/A N/A
Audit is not involved
in day to day
operations.

(h) State the officers (preferably the Chairman and the CEQ) who will have to aitest to the
company’s full compliance with the SEC Code of Corporate Governance. Such confirmation
must state that all directors, officers and employees of the company have been given proper
instruction on their respective duties as mandated by the Code and that internal mechanisms
are in place to ensure that compliance.

Chairperson: Ms. Helen Y. Dee
President and CEO: Mr. Lorenzo V. Tan

H. ROLE OF STAKEHOLDERS

1) Disclose the company’s policy and activities relative to the following:

JPeficy . o o ¢ Activities

The HRetail Banking Group
established the Branch
Support Center Division that is
dedicated in overseeing these
complaints and ensuring that

they are adressed
expeditiousty.

Employee’s Code of Conduct

Customers’ weliare under Treatment of Clients.

The RBG Operations and
Process Review Committee
convenes regularly to provide
an assessment and 1o
formulate  the  appropriate
measures to mitigate
complaints.

The supplier/contractor selection
process is being handled by
House of Investments (HI).
There are Procurement Shared
Polices (PSS5), Supplier
Management and Choosing A
Supplier policies.

Supplierfcontractor selection
practice

The Bank has a Policy on Social
and Environmental Management
Environmentally friendly value- | System. Said policy includes a
chain Credit Approval Process.

Please see discussion under | Please see discussion under
Community interaction Corporate Social Responsibility | Corporate Social Responsibility
Initiatives. [nitiatives.
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Anti-corruption programmes
and procedures?

Safeguarding creditors’ rights Disclose Material  Information

The Bank has a policy on
Transparency/Commitment to

under the Bank's Corporate
Governance Manual.

2)

3)

Does the company have a separate corporate responsibility (CR) report/section or sustainability
report/section?

Yes.

Performance-enhancing mechanisms for employee participation.

{a) What are the company's policy for its employees’ safety, health, and welfare?

RCBC is committed to maintain a safe and healthy working environment. Procedures are in place to
protect all associates from generally recognized workplace hazards such as fire, earthquake,
robberies and other natural and man-made calamities. The Bank likewise has substance abuse
policies and inspection and search procedures.

Substance Abuse Policies

Employees who work while under the influence of drugs or alcohol present a safety and
operational hazard to themselves and their colleagues as well as pose a risk to the
trustworthy and professional image of the Bank. Thus, the enactment of the following policies:

1.1 RCBC's Drug-Free Workplace Policy & Programs
1.2 Policy Against Alcohol Abuse
1.3 Policy on Off-Duty Substance Abuse

inspection & Search Procedures

Employees are mandated to notify security persennel if they see anything suspicious,
including the presence of strangers and unattended bags or packages on the premises.

Employees are likewise mandated to subject themselves, their personal belongings and the
Bank assets under Bank custody to intensive inspection and search procedures by security
personnel, upon entering, while within and upon leaving Bank premises.

Bank premises include parking lots, whether owned or leased by the Bank. Personal
belongings shall pockets, bags, storage media, cars and any other personal property that
may be used as repository of cash, jewelry, documents, keys, data and other valuable items.

(b)Show data relating to health, safety and welfare of its employees.

The Bank's Human Resources Group budgeted P70 Million in 2013 for the medical benefits of
employees.

(c) State the company’s training and development programmes for its employees. Show the data.

For 2013, the Bank has the following training and development programs for its employees which are
coordinated with the HRG-Training Department for specific target participants:

bl ol

Customer Service Programs
Leadership Development Programs
Risk Management

Sales Planning and Management
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Operation Core-Competency
Product Knowledge
Technical Competency
E-Learning on the following:

®~N @

Information Security Awareness
Corparate Governance

Crisis Management

Anti-Money Laundering

pooop

The different Groups also have their own training initiatives as well as external training seminars
which are arranged as associates enroll in the course.

(d)State the company’s reward/compensation policy that accounts for the performance of the
company beyond short-term financial measures

The Bank's Compensation and Incentive Program provides as follows:

The Bank commits o pay its employees salaries/compensation consistent with job performance and
the reguirements of the law and one that is competitive with the banking industry. The Bank gives
importance to equitable pay differentials for different types of work and hence pays within an
established salary structure for the different job levels. The Bank likewise provides officers with
incentives and rewards for contribution to the business objectives of the Bank.

1. The Bank implements and maintains a sound Compensation and Incentive Program, with
the following objectives:

= To establish a basis for determination and management of compensation, salary increase,
and performance incentives.

" To provide financial incentives through the proper administration of salaries and other means
of compensation for each individual to motivate them to do their best on their job.

' To maintain competitive salary levels/structures consistent with those in the banking
industry.

. To ensure retention and attraction of performing and key talents in the organization.

2. To guide the Bank in managing the compensation levels of its employees, a salary structure

was designed and developed using the following parameters:

a. Position Evaluation. Position evaluation is a systematic procedure for analyzing,
measuring and classifying positions in terms of common job elements or factors found in every
position. The current salary structure is based on the existing job grading system for Officer levels
ranging from First Officer up to the Executive Vice President. The Human Resources Group (HRG)
has the responsibility of ensuring that jobs are rated properly and continuously as they change over
time: due to reconfiguration of functions or reorganizations.

h. Target Market Group. The salary structure was based on market data of banks deemed as
peers by RCBC. Data on these peer banks are obtained from industry and national surveys
conducted by private cansultancy companies and trade and employee associations.

c. Target Positioning Objective. In terms of target positioning objectives, the Bank receives
instruction from management on the desired positioning in relation with the Target Market Group or
the banking industry in general. This positioning is targeted at both the market's guaranteed pay and
total annual cash compensation.

3. The salary structure is reviewed regularly by HRG toc maintain its relevance and
competitiveness internally and externally.
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4. In case surveys and studies reveal that the salary structure is grossly sliding off as compared
io the industry or its Target Market Group, it is incumbent upon HRG to come up with
recommendations to correct the disparity and 1o discuss said recommendations with management.

5. Final approval of recommendations with regard to changes in the compensation structure
and policies will need to be secured from the Corporate Governance Committee.

6. Administration, implementation and maintenance of the Bank’s Compensation and Incentive
Program shall be the direct responsibitity of HRG, particularly by its Group Head, Department Head
for Compensation and Benefits and Depariment Head for Career Management.

7. The Compensation and Incentive Program shall be composed of:

a. Basic Pay. This refers to the employee’s monthly take-home pay, exclusive of allowances
and overtime pay.

h. Guaranteed Pay. Refers to the guaranteed annual pay/compensation regardless of whether
the company meets ils target or not. For Non-Officers, guaranteed pay totals 17 months, which
includes the 13" month pay. For Officers, guaranteed pay totals 16 months inclusive of the 13"
moenth pay.

c. Variable Pay. This refers to additional bonuses or incentives given to eligible employees
depending on their contributions to the Bank's overall objectives. The incentives or rewards may
include the Performance Incentive Bonus (for Officers), Merit Increase (for Officers) and Promotional
Increase {for Non-Officers and Officers).

4) What are the company’'s procedures for handling complaints by employees concerning illegal

{including corruption) and unethical behaviour? Explain how employees are protected from
retaliation.

The Bank's Open Communication Policy provides as follows:
All employees, regardless of position or rank, who are witnesses to anomalies in the workplace are
obliged to speak up and report the same personally or in writing to his/her unit head or any of the
following officers, verbally or in writing:

The Internal Audit Division Head

The Human Resources Group Head

The Legal & Regulatory Affairs Group Head

The Compliance Officer,
The Bank Security Officer

The above officers are duty-bound to:

(a) Acknowledge receipt of the report and to communicate to the reporting employee the status
of the complaint and manner by which the concern is being handled;

() QOversee the implementation of this policy; and

(c} Utilize the resources of the Internal Audit Division, the Human Resources Group and the

Legal & Regulatory Affairs Group in investigating the veracity of the reports, conducting
administrative investigations and filing and prosecuting the necessary criminal and/or civil
cases in relation therato.

CONFIDENTIALITY OF REPORTS & CONSEQUENCES OF REPORTING

All disclosures received by any of the above authorized persons shall be treated with confidentiality.
In any case, the identity of the informant will not be revealed without his/her prior conforme,

All informants shall be protected by the Bank from harassment, reprisal and/or retaliation.
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If the informant is somehow involved in the anomaly, s(he) will be exempt from administrative
sanctions and/or criminal prosecution, if and when ali of the following conditions concur:

{a) The report was made voluntarily and in good faith;

(b) There is absolute necessity for the testimony of the infarmant in order for the Bank to build
an administrative/criminal case;

() There is no other direct evidence available for the proper prosecution of the anomaly
committed;

(d) The testimony or information can be substantially corroborated in its material points;

(e) The informant does not appear to be the most guilty; and

(f The informant actively cooperates and assists in the prosecution of the accused or

perpetrator of the anomaly/irregularity.

Exemption from administrative sanction and/or criminal prosecution shall be upon the
recommendation of the Investigative Committee and final approval of the Personnel Evaluation &
review Commitiee (PERC).

OFFENSES & SANCTIONS

It an employee makes an allegation in good faith and said allegation is not confirmed by subsequent
investigation, no action shall be taken against that employese. If the allegation is, however, proven to
be malicious or vexatious, the same may be considered a form of misconduct depending on the
circumstances of the case.

Any act of retaliation, reprisal or harassment against informant-employees in relation to their act of
reporting anomalies is tantamount to grave miscanduct — a gross/terminable offense.

Any act of misrepresentation, forgery or deceit that an employee may initiate in order to intentionally
harm a co-employee conslitutes dishonesty and grave misconduct, which are grounds for
termination of employment.

DISCLOSURE AND TRANSPARENCY

1) Ownership Structure

{a) Holding 5% shareholding or more

PAN MALAYAN MANAGEMENT

INVESTMENT CORP. 537,613,632 | 42.14% MANAGEMENT &
INVESTMENT CORP.

PCD NOMINEE CORP. (FILIPIND) | 280,494,361 21.99 VARIOUS

PCD NOMINEE CORP (NON 329,819,641 | 25.85

FILIPINO) VARIOUS

IFC CAPITALIZATION (EQUITY) 71,151,505 | 5.58% IFC CAPITALIZATION

FUND, L.P. (EQUITY} FUND, L.P.

*As of 18 June 2013

:
o wL e
Alfredo S. Del 17,400 -RCBC
Hosario ) Sec. 0.00%
Koji Onozawa - 2,000 - RCBC Sec. | 0.00%
Rommel S. - 7,400 — RCBC Sec. | 0.00%
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Latinazo
TOTAL -
*As of 18 June 2013

2) Does the Annual Report disclose the following:

Key risks Yes
Corporate objectives Yes
Financial performance indicators Yes
Non-financial performance indicators Yes
Yes
Dividend policy {dividends
paid)
Details of whistle-blowing policy Yes
Biographical details (at least age, qualifications, date of first appointment,
relevant experience, and any other directorships of listed companies} of Yes

directors/commissioners
Training and/or continuing education programme attended by each

. - Yes
director/commissioner

Number of board of directors/commissioners meetings held during the year Yes
Attendance details of each director/commissioner in respect of mestings held Yes
Details of remuneration of the CEO and each member of the board of Yes

directors/commissioners

Should the Annual Report not disclose any of the above, please indicate the reason for the non-
disclosure.

3) External Auditor's fee

)
Punongbayan & Araullo - P2,766M P2,000M
Parent
Punongbayan & Araullo - Group | P9,338M P2,475M
*2012 figures

4) Medium of Communication
List down the mode/s of communication that the company is using for disseminating information.
RCBC Website
Disclosures to the PSE
Press Releases
5} Date of release of audited financial report: April 15 disclosure to the PSE under SEC Form 17-A.
6) Company Website

Does the company have a website disclosing up-to-date information about the foltowing?

Business operations Yes

Financial statements/reports (current and prior years) Yes
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Materials provided in briefings to analysts and media Yes

Sharegholding structure Yes
Group corporate structure Yes
Downloadable annual report Yes
Notice of AGM and/or EGM Yes

The AQl and By-
Laws will be made
Company's conslilulion {company's by-laws, memorandum and articles of | available in  the
association) third quarter of this
year as part of the
website updating.

Should any of the foregoing information be not disclosed, please indicate the reason thereto.

7} Disclosure of RPT

I

Acquisition of RCBC [ Subsidiary On January 30, 2012,

Leasing the Bank’'s BOD
approved the

acquisition of a total of
448,528,296 common
shares or around
97.79% of the
outstanding capital
stock in the RCBC
l.easing and Finance
Corp. (RCBC LFC)
from PMMIC, House
of Investments, Inc.
{(Hh and other sellers.
The sale and
purchase of RCBC
LFC shares were
made in accordance
with the three Share
Purchase Agreements
signed by the relevani
parties on February 7,
2012 and was
conditioned on,
among others, the
receipt of approval for
the transaction from
the BSPF, which was
received by the Bank
on March 12, 2012.

Legal Services Atty. Regala is a|The law firm of
senior partner of the | Angara Abello
law firm. Concepcion Regala &

Cruz (ACCRA) Law
Office is among the
firms engaged by the
Bank to render legal

services, Alty.
Teodoro Dy-Liaco
Regala, Board
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Member, is a Senior
Partner of ACCRA
Law Office. During the

year, the Company
paic ACCRA legal
fees that the

Company believes to
be reasonable for the
services provided,

Insourcing of internal
audit services

Subsidiaries

The Bank has service
agreements with
RCBC Savings Bank
(RSB} and Bankard
inc. for the in-sourced
internal audit services.
The Bank provides
full-scope audit
services to RSB and
limited audit services
to Bankard Inc.,
specifically IT audit,
operations audit and
financial statements
review. Also, the Bank
has formalized the
service agreements
for the internal audit
services being
provided to the
remaining five ()
subsidiaries namely:
RCBC Capital Corp.,
RCBC Securities, Inc.,
RCBC Forex Brokers

Corp., Merchant
Savings and Loan
Association, Inc.
{Rizal Microbankj,

RCBC JPL and one
{1) associate, RCBC
Realty
Corp.

Loan transactions in
the ordinary course of
business

In the ordinary course
of  business, the
Group has loan
transactions with each
other, their ather

affiliates, and with
certain DOSRIs.
Under existing

policies of the Group,
these loans are made
substantially on the
same terms as loans
to other individuals
and business of
comparable risks. The
total amount of
DOSRI foans was at
Php 4.835 Billion as of
end December 2012.

Significant
transactions for loans
and receivables
disctosed in SEC 17-A
and  accompanying
financial statements.
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Other transactions | Affiliates The Bank's other

with affiliates transactions with
affiliates include
leasing office
premises to

subsidiaries, the use
of computer services
of an affiliate and
regular banking
transactions (including
purchases and sales
of trading account
securities,  securing
insurance  coverage
on lpans and property
risks and
intercompany
advances), all of
which are at arms’
length and conducted
in the ardinary course
of

business.

When RPTs are invoived, what processes are in place to address them in the manner that will

safeguard the interest of the company and in particular of its minority shareholders and other
stakeholders?

Related party transactions are submitted to the Audit Committee for analysis and evaluation before they
are submitted to the Board for approval. Under the Bank’s Corporate Governance Manual, the Bank's

stockholders are required to confirm by majority vote, in the annual stockholders’ meeting, the bank’s
significant transactions with its DOSRI and other related parties.

RIGHTS OF STOCKHOLDERS

Right to participate effectively in and vote in Annual/Special Stockholders’ Meetings

(a) Quorum

Give details on the quorum required to convene the Annual/Special Stockholders’ Meeting as
set forth in its By-laws.

Article 1V, Section 1 (g} defines
1 quorum

y “Quorum — A guorum at any
i meeting, whether regular or
| special, shall consist of
stockholders owning the
majority of the subscribed
# capital stock represented in
| persan or by proxy. Except as
otherwise provided by law, a
il majority of such quorum shall
decide any question that may
1 come before the meeting.”

{b) System Used to Approve Corporate Acts
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Explain the system used to approve corporate acts.

1 Ratification of the Actions of the Board, Different Committees and
Management.

The shareholders ratify actions of the Board, Different Committees and
Management during the Annual Stockholders’ Meeting.

(c) Stockholders’ Rights

List any Stockholders’ Rights concerning Annual/Special Stockholders’ Meeting that differ

from those laid down in the Corperation Code.

Dividends

~January 30, 2012

March 21, 2012

March 27, 2012

March 26, 2012 May 29, 2012 June 4, 2012
March 26, 2012 May 29, 2012 June 4, 2012

May 28, 2012 June 21, 2012 July 3, 2012

July 30, 2012 September 21, 2012 September 28, 2012

November 26, 2012

December 18, 2012

December 21, 2012

November 26, 2012

* Cash dividends on hybrid

April 27, 2013

perpetual securities

{d) Stockholders’ Participation

1. State, if any, the measures adopted to promote stockholder participation in the
AnnualiSpecial Stockholders’ Meeting, including the procedure on how stockholders and
other parties interested may communicate directly with the Chairman of the Board, individual
directors or board committees. Include in the discussion the steps the Board has taken to
solicit and understand the views of the stockholders as well as procedures for putting
forward proposals at stockholders’ meetings.

Shareholders pose questions and/or
raise matters in person during the
meeting and are addressed by the
Chairperson, members of the Board
and/or management.

Shareholders are allowed to ask
guestions during the Annual
Stockholders’ Meeting.
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2. State the company policy of asking shareholders to actively participate in corporate
decisions regarding:

a.

Amendments to the company's constitution — The Bank complies with the provisions of the
Section 16 of the Corporation Code on the required vote or written assent of stockholders

representing at least 2/3 of the outstanding capital stock for amendments of the articles of
incorporation.

Authorization of additional shares — The Bank complies with the provisions of Section 38 of
the Corporation Code on the required approval of the stockholders representing at least 2/3 of
the outstanding capital stock for increase in capital stock.

Transfer of all or substantiaily all assets, which in effect results in the sale of the
company - The Bank complies with the provisions of Section 40 of the Corparation Code on the
required approval of the stockholders representing at least 2/3 of the outstanding capital stock
far increase in capital stock.

3. Does the company observe a minimum of 21 business days for giving out of notices to the
AGM where items to be resolved by shareholders are taken up?

a.

b.

Date of sending out notices: 15 Banking days before AGM however disclosure
(PSE/PDEX/BSP/SEC) is made 10 banking days before the record date. Record date is 20
banking days before AGM.

Date of the Annual/Special Stockholders’ Meeting: Last Monday of June

4. State, if any, questions and answers during the Annual/Special Stockholders’ Meeting.

Below is the summary of questions/concerns raised and answers pertaining to the Annual
Report/Audited Financial Statements of 2012;

a.

Some subsidiaries have poor performance, i.e. Merchants Bank, JP Laurel Bank, Telemoney
Europe. What does the Bank intend to do with it?

The banks were acquired with incentives from the BSP. Merchants Bank has been merged with
JP Laurel Rural Bank in 2012 and is currently Rizal Microbank doing microbanking. The bank
expects 1o break even this year or next year.

How is RCBC protecting shareholders from problems with ATM activities?

RCBC is investing in new technology. The Bank is also making use of hackers to test the Bank's
firewalls.

Debit cards pose more risk?
The current one of HCBC is MyWallet. BSP timits load to Php 100,000.00.

The Audit Report in the Annual Report does not indicate name and contact details of the
auditors.

This will be done in the next annual repon.
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5. Result of Annual/Special Stockholders’ Meeting’s Resolutions

Resoclution Approving Dissenting Abstaining
Stockholders

representing a total
of 1,062,330,973
common and
13-01: Approval of the | preferred shares of
Minutes of the Annual | stocks or 83.28% of

Meeting of the | the Corporation's None None
Stockholders held on 25 | outstanding
June 2012 1,275,658,638

commaon and

preferred shares
entitled to vote

13-02: Approval of the
Annual Report and the
Audited Financial
Statement for 2012

13-03: Ratification of the
actions and proceedings
of the Board of Directors,
different Committees and
Management during the
year 2012

13-04:  Confirmation of
Significant  Transactions
with DOSAI and Helated -do- -do- -do-
Parties

13-05; Election of
Directors

13-06:  Appointment of
External Auditor

13-07: Ratification of the
placing of subscription
transaction, of  which
63,650,000 common
shares were placed by
PMMIC to third party
investars, and subsequent
subscription by PMMIC to
63,650,000 common
shares issued by the bank
from its authorized but
unissued capital stock

-do- -do- -do-

-do- -do- -do-

-do- -do- -do-

-do- -do- -do-

-do- ~do- -do-

6. Date of publishing of the result of the votes taken during the most recent AGM for all
resolutions:

None
7. Modifications

State, if any, the modifications made in the Annuai/Special Stockholders’ Meeting regulations
during the most recent year and the reason for such modification:
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MNone

None

8. Stockholders’ Attendance

Annual

Details of Attendance in the Annual/Special Stockholders’ Meeting Held:

10.

11.

Amb. Alfonso. T,
Yuchengco,
Honarary
Chairman

Ms. Helen Y.
Dee,

Chairperson

Mr. Cesar E.A,
Virata,
Vice Chairperson

Mr. Lorenzo V.
Tan,
President and
CEQ

Atty. Teodoro D.
Regala

Atty. Wilfrido E.
Sanchez

Afty. Ma. Celia H.

Fernandez-
Estavillo,
Corporate
Secretrary

Mr. T.C. Chan

Mr. Medel T.
MNera

Mr. Francis G.
Estrada

Mr. Armando M.
Medina,

24 June
2013

By poli

Stockholders
representing a
total of 19,830
commaon and
preferred shares
of stocks or
00155%

of the
Corporation's
outstanding
1,275,658,638
common  and
preferred
shares entitlled
to vote

Stockholders
representing
a total of
1,062,311,14
3 common
and preferred

shares of
stocks or
83.275%

of the

Corporation’
s

outstanding
1,275,658,63
8 common
and
preferred
shares
entitled to
vote

Stockholders
representing a
total of
1,062,330,973
common and
preferred shares
of stocks or
83.28% of the
Corporation's
outstanding
1,275,658,638
CAMmimon and
preferred shares
entitled to vote
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Independent
Director

12. Mr. Francisco C.
Eizmendi, Jr_,
Independent
Director

13. Mr. Antonino L,
Alindogan, Jr.,
Independent
Director

Special

None

Does the company appoint an independent party (inspectors) to count and/or validate the
votes at the ASM/SSMs?

No.

Do the company’s common shares carry one vote for one share? If not, disclose and give
reasons for any divergence to this standard. Where the company has more than one class
of shares, describe the voting rights attached to each class of shares.

Yes.

Proxy Voting Policies

State the policies followed by the company regarding proxy voting in the Annual/Spec:al
Stockholders’ Meeting.

This solicitation is being made by the Bank.

s:{()e)ggtslon and acceptance of Solicitation of praxies will be rmainly conducted through

mail. Proxies will also, however, be solicited in person or
through telephone. The cost of solicitation is borne by
the Bank.

Notary Proxies need not be notarized.

(a) The proxy form must be completed, signed and
dated by the stackholder or his duly authorized
representative, and received at the principal
office and mailing address of the Company not
later than a given date and time.

. {b) If the proxy is given by ane or more joint owners
Submission of Proxy of shrfres of stock of the Compan;, the proxy
form must be signed by all of the joint owners.

{c} If the shares of stock of the Company are owned
in an “and/or’ capacity, the proxy form must be
signed by either one of the registered owners.

(d} If the proxy is given by a holder of shares of stock
of the Company that is a corporation, association,
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partnership or unincorporated entity, the proxy
form must be accompanied by a certification
signed by a duly authorized officer, partner or
representative of such corporation, association,
partnership or unincorporated entity, to the effect
that the person signing the proxy form has been
authorized by the governing body or has the
power pursuant to the By-Laws, constitutive
documents or duly approved policies of such
corporation, association, partnership  or
unincorporated entity, for such purpose/

(&) A proxy given by a broker or dealer in respect of
shares of stock of the Company carried by such
broker or dealer for the account of a customer
must be supported by a sworn certification that
the same is given with the express prior
authorization of such customer.

()  if any customer of a broker or dealer who is the
beneficial owner of shares of stock of the
Company executes a sub-proxy, the broker or
dealer shall certify that the signature on the sub-
proxy is the true and genuine signature of its
customer.

Several Proxies

The Bank complies with Rule 20.[l.b.xiv of the Amended
Implementing Rules and Regulations of the SRC on
several proxies.

Validity of Proxy

The proxy shall continue for a period of 5 years from
date hereof unless sooner withdrawn by the shareholder
through notice in writing delivered to the Corporate
Secretary.

Proxies executed abroad

Must be duly authenticated by the Philippine embassy or
consular office in accordance with Rule 20.1).b_xvii of the
Amended 1RR of the SRC.

invalidated Proxy

A holder of shares of stock of the Company who has
given a proxy has the power to revoke it by writien
insttument duly signed and dated, which must be
received at the Company's principal office and mailing
address not later than a given date and time. A proxy is
also considered suspended if an individual stockholder
attends the meeting in person and expresses his
intention to vote in person for the duration of said
meeting, and shall continue 1o be in full force and effect
thereafter.

Validation of Proxy

The last day for validation of proxies will be the day
before the date of the Annual Meeting of Stockholders.
Validation of proxies wili be done by the Corporate
Secretary and persons designated by the Corporate
Secretary who shall be under her supervision and
control, in accordance with the procedure and guidelines
set out in the Company’s By-Laws and Section 11(k) of
the SRC Rute 20.

Violation of Proxy

The Bank complies with Rule 20.11.b.xxiv of the
Amended IRR of the SRC on violation of proxies.
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9. Sending of Notices

State the company’s policies and procedure on the sending of notices of Annual/Special
Stockholders’ Meeting.

15 Banking days hefore AGM however
In accordance with laws and regulatory | disclosure {PSE/PDEX/BSP/SEC) is made
issuances 10 banking days before the record date.
Record date is 20 banking days before AGM.

Solicitation of proxies will be mainly
conducted through mail. Proxies will also,
In accordance with faws and regulatory | however, be solicited in person or through
issuances telephone. The cost of solicitaion will be
borne by the Bank.

(i} Detinitive Information Statements and Management Report

All shareholders as of record date.

4 31 May 2013

!
31 May 2013

Hard Copies

N/A

(ii) Does the Notice of Annual/Special Stockholders' Meeting inciude the following:
Each resolution to be taken up deals with only one item Yes
® R y ; (Agenda)
Profiles of directors (at ieast age, qualification, date of first appointment, Yes
expetience, and directorships in other listed companies) nominated for (Information
electionfre-election. Statement)
The auditors to be appointed or re-appointed. Yes
An explanation of the dividend policy, if any dividend is to be declared. N/A
The amount payable for final dividends. N/A
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Documents required for proxy vote. Yes

Should any of the foregoing information be not disclosed, please indicate the reason thersto.

10. Treatment of Minority Stockholders

(a) State the company’s policies with respect to the treatment of minority stockhaolders.

Please see discussion under A.1)(b)

{b} Do minority stockholders have a right to nominate candidates for board of directors?
Yes.

K. INVESTORS RELATIONS PROGRAM

1) Discuss the company’s external and internal communications policies and how frequently they
are reviewed. Disclose who reviews and approves major company announcements. Identify the
committee with this responsibility, if it has been assigned to a committee.

RCBC has a Carporate Commuications Division headed by First Vice President Jose Edwiniel C.
Guilas which is tasked to manage and oversee internal and external communications for the
bank. The division is responsible for:

Corporate Communications — Charling strategies for the RCBC group’s Institutional
Advertising*, corporate branding, image, publicity and promaotions**, CSR undertakings:

Marketing Services — Supporting the various business units’ Product Management
directions by providing them with product advertising, merchandising support as well as by
mounting product-related activities, events and promotions that are all consistent with the
institutional brand identity;

Internal PR — Managing and staging of employee-refated events and undertakings that
help instill the bank’s identified core values as well as promote institutional pride among the
bank’s associates. These activities are not limited to the bank’s annual anniversary and
Christmas celebrations, product launches and international conventions but also extend to the
issuance of regular and timely advisories in times of PR crises and even the management of the
internal online publication; and

Social Media — Managing the bank’s presence in online social media channels.***

* Advertising requirements are met in coordination with an advertising agency owned by the
Yuchengco Group of Companies, Philippine Integrated Advertising Agency (PIAA).

*Publicity and promotional management is done in coordination with a PR and Reputational Risk
Committee headed by the head of Corporate Communications, with the marketing champions of
the different bank units as members. Members have been individually nominated by the various
Bank Group Heads for committee membership. Committee meets twice a month to map out and

79



2)

3}

monitor story lines and promotional activities for the bank as well as identify potential reputational
risk items which may have to be elevated to the bank's Risk Management Committee.

*+*Social Media management is done in coordination with a Social Media Committee headed by
the Corporate Communications, with the social media champions of the different bank units as
members. Members have been individually nominated by the varipus Bank Group Heads for
committee membership. The Commitiee meets twice per month for content planning—in terms
of messaging and format—that the bank’s social media accounts would take and at the same
time, identify and elevate public concerns posted in these sites to the appropriate
responsible/responding units in the bank for proper action/resolution.

Describe the company's investor relations program including its communications strategy to
promote effective communication with its stockholders, other stakeholders and the public in
general. Disclose the contact details (e.g. telephone, fax and email} of the officer responsibie for
investor relations,

{1) Objectives Praper communication to stakeholders and investors

{2) Principles provide stakeholders and investors access to the company
(3) Modes of Communications Disclosures, press releases, One-on-one meetings

{4) Investors Relations Officer Mr. Gerald O. Florentino, Senior Vice President

Mr. Gerald O. Florentino, Senior Vice President, Corporate Planning Group -Head
Telephone # = §94-9949
Email = goflorentino@rcbe.com

Ms. Ma. Christina P. Alvarez, First Vice President, Corporate Planning Group
Telephone # = 894-9457

Email = mpalvarez@rchc.com

Fax Number = 894-9454

What are the company’s rules and procedures governing the acquisition of corporate control in

the capital markets, and extraordinary transactions such as mergers, and sales of substantial
portions of corporate assets?

The Bank complies with all the applicable laws, rules and regulations pertaining to acquisition of
carporate controf in the capital markets, and extraordinary transactions such as mergers, and sales of
substantial portions of carporate assets.

The Head of Strategic Initiatives under the Office of the FPresident and the CEQ leads the identification,
development and implementation of key projects and transactions.

Name of the independent party the board of directors of the company appointed to evaluate the
fairness of the transaction price.

The selection is done on a per transaction basis.

CORPORATE SOCIAL RESPONSIBILITY INITIATIVES

Discuss any initiative undertaken or proposed to be undertaken by the company.

Environmental and Community Care

+ Indigenous Dumagat inhabitants
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« Tree planting drive at the YGC
Centennial Forest at Tanay, Rizal last
September 2012. The site spans 100
ha. of denuded forest that the
conglomerate intends to repopulate
with fruit-bearing and hardwood trees
for the benefit of the indigenous
Dumagat inhabitants. RCBC sent a
strong delegation of its officers and
empioyees together with those from
its subsidiaries ARCBC Savings Bank
and RCBC Bankard. This initiative
was in partnership with the DENR,
WWF-Phil., local LGU's and the
indigenous tribe group.

« Funding of the Materials Recycle
Facility (MRF) inside the historic
Walled City of Intramuros.  This
project was done in partnership with .
the Intramuros Tourism Council (ITC) - Elf;riir:::gnof 3: o w:"edbe(;?tyangr::
and the Intramuros Administration. furth fi it y{ .
The MRF is part of the Clean and drther promoting  1ts ourism
Green initiative of the ITC where potentials
Intramuros business owners and
residents are encouraged to promote
proper waste disposal and materials
recycling.

= Paperiess Banking Campaign. RCBC
continued to encourage its account
holders to minimize the use of printed
materials by doing their transactions
through electronic channels like the
internet, the telephone, and their
mobile phones. RCBC has been
stepping up its efforts to come up
with various e-banking channels to
reduce the consumption of paper and
facilitate faster, more convenient
transactions,

Educational

» Participation in the Buhay Rizal
Values Campaign of the YGC.
RCBC Bank officers and YGC
executives visited Muntinlupa . . . .
National High School and distributed - MUnt!n:upa (I;\!atlonal High School in
over 1,000 copies of the Noli Me untinlupa Gity.

Tangere. The project is under the
Buhay Rizal Rizalian Books Denation
program.

M. BOARD, DIRECTOR, COMMITTEE AND CEQ APPRAISAL

Disclose the process followed and criteria used in assessing the annual performance of the
board and its committees, individual director, and the CEQ/President.

The Corporate Governance | Please see BOD criteria
Department collects the data | attached as Annex “I” hersto
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and submits the results to the
Corporate Governance
Committee for consideration.
The results are considered in
making the recommendation
to the Board on the directors
to be nominated for the
incoming year.

and made an integrai part
hereof.

Board Committees

The commiltees conduct a
self assessment and submits
the results to the Corporate

Governance Committee
through the Corporate
Governance Department.

The results are considered in
making the recommendation
to the Board on the directors
to be appointed to the
committees for the incoming
year.

Please see Board
Committees criteria attached
as Annex “J-1" up to “J-7"
hereto and made an integral
part hereof,

Individual Directors

The Corporate Governance
Department collects the data
and submits the results to the
Corporate Governance
Committee for consideration.
The results are considered in
making the recommendation
to the Board on the directors
to be nominated for the
incoming year.

Please see Directors criteria
attached as Annex “K" hereto
and made an integral part
hereof.

CEOQ/President

The Corporate Governance
Department collects the data
and submits the results to the
Corporate Governance
Committee for consideration.
The results are considered in
making the recommendation
to the Board on the
CEQ/President to be
nominated for the incoming
year.

Please see CEQ/President
criteria attached as Annex "L”
hereto and made an integral
part hereof.

INTERNAL BREACHES AND SANCTIONS

Discuss the internal policies on sanctions imposed for any violation or breach of the corporate
governance manual involving directors, officers, management and employees

Non-compliance with any of the provisions in this
Manual by the Bank’s directors, officers, staff,
subsidiaries, and affiliates and their respective
directors, officers and staff shall subject erring
associate/s

Section lIl.L. of the Bank's Corporate Governance
Manual provides that the erring associates shall,
after due notice and hearing, be subject to
sanctions as provided for under the following
sections of the Bank’s Human Resources Policy
Manual:

1.1.1  Jurisdiction Qver Administrative
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Disciplinary Actions
1.1.2 Code of Discipline

1.2 It shall be the duty of the Compliance Officer
to determine any violation of the principles
and best practices contained in this Manual
through notice and hearing.

1.3 The Compliance Officer shall likewise
recommend to the Chairman and the
Coarporate  Governance Committee the
penalty to be imposed for such violation. The
said recommendation shall be further
reviewed and approved by the Board of
Directors.

Pursuant to the requirement of the Securities and Exchange Commission, this Annual Corporate Governance
Report is signed on behalf of the registrant by the undersigned, thereunto duly authorized, in the City of

Makati on____ June, 2013.
o
mv. Tan
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Introduction

Rizal Commercial Banking Corporation (RCBC) believes that corporate governance is a necessary
component of what constitutes sound strategic business management and shall therefore undertake
every effort necessary to create awareness thereof within the organization. The Bank has promuigated
and shall continue to promulgate policies that ensure good corporate governance, has structured itself to
ensure that the men and women that comprise it adheres to the basic principles of the Bank, and has
mandated compliance with laws as everyone else’s primary responsibility.

The Bank adheres to the following basic principles of good governance:

»

Transparency or the availability of information through expansion of public disclosure
requirements. Consistent with the policy of transparency, ali doubts or questions that may arise
in the interpretation or application of the provisions of herein Corporate Governance Manual, shall
be resolved in favor of promoting transparency, accountability and fairness to the stockholders
and investors of the corporation.’

Accountability involves providing adeguate incentives and instilling in the business environment
the discipline to act in the best interest of the company.

Fairness/equity implies that the rights of all concerned parties are protected. Directors shall not
only promote the interest of stockholders but also that of other stakeholders such as depositors,
investors and borrowers.

The Bank also commits to continue establishing the following policies to ensure that business
transactions are being implemented in accordance with the best practices and standards:

>

on full and faithful compliance with laws, regulations, Bangko Sentral ng Pilipinas (‘BSP")
Circulars and other circulars released by other government regulatory agencies.

on human resource development and personnel development system based on accountability,
checks and balances, and a corporate Code of Ethics.

to promote the good reputation of the Bank in dealings with depositors, borrowers and other
parties that transact business with the Bank.

sustain program of corporate social responsibility that enhances the good image of the Bank
before the general public.

Article 2, Securities and Exchange Commission (“SEC™) Memorandum Circular No. 6, Series of 2009
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Composition of the Organization

Policy

The Bank has structured itself to ensure that the men and women that comprise it adhere to the basic
principles of good governance, which encompass transparency, accountability and fairness. The Board
of Directors shall insist on strict adherence to the Bank's Corporate Governance Manual, which shall
guide ail relations with the Bank's major and other stakeholders and with the general public.

Definition of Terms -2

a.

Corporate Governance — the framework of rules, systems and processes in the corporation that
governs the performance by the Board of Directors and Management of their respective duties and
responsibilities to the stockholders;

Board of Directors — the governing body elected by the stockholders that exercises the corporate
powers of a corporation, conducts all its business and controls its properties;

Directors — they shall include:

{1) directors who are named as such in the articles of incorporation;

(2) directors duly elected in subsequent meetings of the stockholders; and

(3) those elected to fill vacancies in the board of directars.?
Exchange - an organized market place or facility that brings together buyers and sellers, and
executes trades of securities and/or commodities.

Management - the body given the authority by the Board of Directors to implement the policies it
has laid down in the conduct of the business of the corporation;

Independent Director — a person who, apart from his fees and shareholdings, is independent of
management and free from any business or other relationship which could, or could reasonably be
perceived to, materially interfere with his exercise of independent judgment in carrying out his
responsibilities as a director;

Executive Director — a director who is part of the day to day management of banking operations;

Non-Executive Director — a director who is not part of the day to day management of banking
operations and shall include independent directors;

Article 1, id.; Bangko Sentral ng Pilipinas {(“BSP™) Circular No. 749, series of 2012.
BSP Circular No. 749, series of 2012,
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i Non-audit Work — the other services offered by an external auditor to a corporation that are not
directly related and relevant to its statutory audit functions, such as accounting, payroll,
bookkeeping, reconciliation, computer project management, data processing, or information
technology outsourcing services, internal audit, and other services that may compromise the
independence and objectivity of an external auditor;

i- Internal Control System - the framework under which internal controls are developed and
implemented (alone or in concert with other policies or procedures) to manage and control
particular risk or business activity, or combination of risks or business activities, to which the
corporation is exposed;

k. Internal Audit — an independent and objective assurance activity designed to add value to and
improve the corporation’s operations, and help it accomplish its objectives by providing a
systematic and disciplined approach in the evaluation and improvement of the effectiveness of risk
management, control and governance processes;

I Internal Audit Department — a department or unit of the corporation and its consultants, if any,
that provide independent and objective assurance services in order to add value to and improve the
corporation’s operations:

m.  Internal Auditor — the highest position in the corporation responsible for internal audit activities. If
internal audit activities are performed by outside service providers, he is the person responsible for
overseeing the service contract, the overall quality of these activities, and follow-up of engagement

results.
implementing Guidelines
A, Board Governance

The Board of Directors (the “Board”) is primarily responsible for the governance of the
corporation, Corollary to setting the policies for the accomplishment of the corporate objectives, it
shall provide independent check on Management.*

1. Composition of the Board

1.1 The Board shall be composed of at least five (5), but not more than fifteen {15), members
who are elected by the stockholders. At least three (3)° of whom shall be independent
directors or such number of independent directors that constitutes thirty percent (30%) of
the members of the Board, whichever is lesser, but in no case less than three (3).

1.2 There shall be a balance of executive and non-executive directors, including independent
non-executives, such that no individual or small group of individuals can dominate the
Board’s decision-making.

1.3 Non-executive directors shall posses such qualifications and stature that would enable
them to effectively participate in the deliberations of the Board.

Article 3, SEC Memorandur Circular No. 6, Series of 2009
Maharlika Board Listing and Disclosure Rules
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1.4

The Directors elected in the annual meeting of the stockholders shall serve a one-year
term and until their successors are elected and qualified, Any vacancy in the Board
occurring for any reason other than by removal of a Director by the stockholders or by the
expiration of term may be filled by the vote of at least a majority of the remaining
Directors, if still constituting a quorum. A Director so elected to fili a vacancy shall serve
only for the unexpired term of his predecessor of office.

Roles of the Board of Directors

2.1

2.2

Powers and Authority of the Board of Directors

The corporate powers of the Bark shall be exercised, its business conducted and all its
property shall be controlled and held by its Board of Directors. The powers of the Board
of Directors, as conferred by law, are original and cannot be revoked by the stockholders.
The Directors hold their office charged with the duty to act for the Bank in accordance
with their sound and objective judgment for the best interest of the Bank.

General Responsibility of the Board of Directors

2.2.1 ltis the Board's responsibility to foster the long-term success of the corporation,
and to sustain its competitiveness and profitability in 2 manner consistent with its
corporate objectives and the best interests of its stockholders.

222 The Board shall formulate the Bank's vision, mission, strategic objectives,
policies and procedures that shali guide and direct the activities of the bank and
the means to obtain the same as well as the mechanism to effectively monitor
Management's performance.

223 The Board has overall responsibility for the bank, including approving and
overseeing the implementation of the bank's strategic objectives, risk strategy,
corporate governance and corporate values. The Board is also responsible for
providing oversight of senior management. ®

2.2.4  While the management of the day-to-day affairs of the Bank is the responsibility
of the management team, the Board of Directors is, however, responsible for
monitoring and overseeing senior management action. The Board of Directors
shall conduct itself with utmost honesty and integrity in the discharge of its duties,
functions and responsibilities. It is vitally important that a number of board
members be independent from management.

2.2.5 The Board shall identify the Bank's major and other stakeholders (i.e.
shareholders, depositors, investors, borrowers, clients, other relevant
stakeholders and market participants) and formulate a clear policy on
communicating or relating with them through an effective investor relations
program. The Board shall be adequately transparent to its shareholders,

Basel Committee on Banking Supervision Principles for Enhancing Corporate Governance
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2.3

depositors, other relevant stakeholders and market participants. The objective of
transparency in the area of corporate governance is to provide these parties,
consistent with national law and supervisory practice, with key information
necessary to enable them to assess the effectiveness of the Board and senior
management governing the Bank. The Board shall ensure the disclosure of
relevant and useful information that supports the following key areas of corporate
governance:

(1) Board practices

(2) Senior management

(3) Risk management and internal controls

(4) Compensation

(5) Complex or opaque corporate structures

{6) Disclosure and transparency

Such disclosure should be proportionate to the size, complexity, structure,
economic significance and risk profile of the Bank.”

Duties and Functions of the Board of Directors®

To ensure a high standard of best practice for the Bank and its stakeholders, the Board
shall conduct itself with honesty and integrity in the performance of the following duties
and responsibilities:

2.2.1

2.3.2

Implement a process of selection from a broad pool of qualified candidates to
ensure a mix of competent directors who can add value and contribute
independent judgment to the formulation of sound corporate strategies and
policies. The selection process shall ensure that a sufficient number of qualified
non-executive members are elected to promote the independence of the board
from the views of senior management.

Oversee the selection and performance of senior management. It is the primary
responsibility of the Board to appoint competent management team at all times,
monitor and assess the performance of the management team based on
established performance standards that are consistent with the bank’s strategic
objectives, and conduct regular review of bank’s policies with the management
team.

(a) The Board shall apply fit and proper standards on key personnel. Integrity,
technical expertise and experience in the institution's business, either current
or planned, shall be the key considerations in the selection process. And

id,

BSP Circular No. 749, Series of 2012
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2.3.3

234

2.3.5

because mutual trust and a close working relationship are important, the
members of senior management shall uphold the general operating
philosophy, vision and core values of the institution. The Board shall replace
members of senior management, and have in place an appropriate plan of
succession,

{b) The Board shafl regularly monitor the actions of senior management and
ensure that these are consistent with the policies that it has approved. It
shall put in place formal performance standards to be able to effectively
assess the performance of senior management. The performance standards
shall be consistent with the bank's strategic objectives and business plans,
taking into account the bank’s long-term financial interests.

(c) The Board shall regularly meet with senior management to engage in
discussions, question and critically review the reports and information
provided by the latter. The Board shall set the frequency of meeting with
senior management, taking into account the size, complexity of operations
and risk profile of the Bank.

(d) The Board shall regularly review policies, internal controls and self-
assessment functions (e.g., internal audit, risk management and compliance)
with senior management to determine areas for improvement as well as to
promptly identify and address significant risks and issues. The Board shall
set the frequency of review taking into account the size, complexity of
operations and risk profile of the bank.

The Board shall ensure that senior management’s expertise and knowledge shall
remain relevant given the Bank's strategic objectives, complexity of operations
and risk profile.

Determine the Bank's purpose and review, together with senior management, its
vision and mission and strategies to carry out its objectives.

Ensure that the Bank complies with all relevant laws, regulations and endeavors
to adopt best business practices.

Approve and monitor management's implementation of strategic objectives.
Consistent with the institution's strategic objectives, business plans shall be
established for the Bank including its trust operations, and initiatives thereto shall
be implemented with clearly defined responsibilities and accountabilities. These
shall take into account the Bank's long-term financial interests, its level of risk
tolerance and its ability to manage risks effectively.

The Board may create an internal self-rating system that can measure the
performance of the Board and Management in accordance with the criteria
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2.3.6

2.3.7

provided for in the revised Code of Corporate Governance, as appraoved by the
Securities and Exchange Commission ("SEC").?

The Board shall likewise ensure that the Bank has beneficial influence on the
economy by continuously providing services and faciliies which will be
supportive of the national economy,

Approve and oversee the implementation of policies governing major areas of
banking operations. The Board shall approve policies on all major business
activities, e.g. investments, loans, asset and liability management, trust, business
planning and budgeting. The Board shall accordingly define the Bank's level of
risk tolerance in respect of said activities. A mechanism to ensure compliance
with said policies shall aiso be provided.

The Board shall set out matters and authorities reserved to it for decision, which
include, among others major capital expenditures, equity investments and
divestments. The Board shall also establish the limits of the discretionary powers
of each officer, committee, subcommittee and such other groups for purposes of
lending, investing or any other financial undertaking that exposes the bank to
significant risks.

Approve and oversee the implementation of risk management policies. The
Board shall be responsible for defining the Bank's level of risk tolerance and for
the approval and oversight of the implementation of policies and proceduras
relating to the management of risks throughout the institution, including its trust
operations. The risk management policy shall include:

(a) a comprehensive risk management approach;

{b) a detailed structure of limits, guidelines and other parameters used to govern
risk-taking;

(c) a clear delineation of lines of responsibility for managing risk;
(d) an adequate system for measuring risk; and

(e) effective internal controls and a comprehensive risk-reporting process. The
board of directors shall ensure that a robust internal reporting system is in
place that shall enable each employee to contribute to the appreciation of the
bank's overall risk exposures:

The Board shall ensure that the risk management function is given adequate
resources to enable it to effectively perform its functions. The risk managemsant
function shall be afforded with adequate personnel, access to information
technology systems and systems development resources, and support and
access to internal information.

Article 7, SEC Memcrandum Circular No. 6, Series of 2009

10
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2.3.8 Consistently conduct the affairs of the institution with a high degree of integrity.
Since reputation is a very valuable asset, it is in the Bank's best interest that in
dealings with the public, it observes a high standard of integrity. The Board shall
lead in establishing the tone of good governance from the top and in setting
corporate values, codes of conduct and other standards of appropriate behavior
for itself, the senior management and other employees. The Board shall:

{a} Articulate clear policies on the handling of any transaction with DOSRI and
other related parties ensuring that there is effective compliance with existing
laws, rules and regulations at all times and no stakeholder is unduly
disadvantaged. In this regard, the Board shall define "related party
transaction”, which is expected to cover a wider definition than DOSRI under
existing regulations and a broader spectrum of transactions (i.e., not limited
to credit exposure), such that relevant transactions that could pose material
risk or potential abuse to the Bank and its stakeholders are captured.

{b} Require the Bank’s stockholders to confirm by majority vote, in the annual
stockholders’ meeting, the bank’s significant transactions with its DOSRI and
other related parties. For this purpose, significant shall refer to transactions
that would require board approval based on the Bank’s internal policies or as
provided under existing regulations.™

(c) Articulate acceptable and unacceptable activities, transactions and behaviors
that could result or potentially result in conflict of interest, personal gain at
the expense of the institution, or unethical conduct.

(d} Articulate policies that will prevent the use of the facilities of the Bank in
furtherance of criminal or other improper or illegal activities, such as but not
limited to financial misreporting, money laundering, fraud, bribery or
corruption,

(e) Explicitly discourage the taking of excessive risks as defined by internal
policies and establish an employees' compensation scheme effectively
aligned with prudent risk taking. The compensation scheme shall be
adjusted for all types of risk and sensitive to the time horizon of risk. Further,
the grant of compensation in forms other than cash shall be consistent with
the overall risk alignment of the Bank. The Board shall regularly menitor and
review the compensation scheme to ensure that it operates and achieves the
objectives as intended.

() Ensure that employee pension funds are fully funded or the corresponding
liability appropriately recognized in the books of the Bank at all times.
Further, the Board shall ensure that all transactions involving the pension
fund are conducted at arm’s length terms.

10 Please see: Section 2.a)c Specific duties and responsibilities of the board of directors.(9)2™ par, (e).BSP Circular No.

749, Series of 2012
11
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(g)

(h)

Aliow employees to communicate, with protection from reprisal, legitimate
concerns about illegal, unethical or questionable practices directly to the
Board of to any independent unit. Policies shall likewise be set on how such
concerns shall be investigated and addressed, for example, by an internal
controf function, an objective external party, senior management and/or the
Board itself.

Articulate policies in communicating corporate values, codes of conduct and
other standards in the bank as well as the means to confidentially report
concerns or violations to an appropriate body.

Define appropriate governance policies and practices for the Bank and for its
own work and to establish means to ensure that such are followed and
periodically reviewed for ongoing improvement. The Board, through policies and
its own practices, shall establish and actively promote, communicate and
recognize sound governance principles and practices to reflect a culture of strong
governance as seen by both internal and external stakeholders.

(@)

(b}

(d)

(e}

The Board shall ensure that the Bank's organizational structure facilitates
effective decision making and good governance. This includes clear
definition and delineation of the lines of responsibility and accountability,
especially between the roles of the Chairman of the Board and Chief
Executive Officer/President,

The Board shall maintain, and periodically update, organizational rules, by-
laws, or other similar documents setting out its organization, rights,
responsibilities and key activities.

The Board shall structure itself in a way, including in terms of size,
frequency of meetings and the use of committees, so as to promote
efficiency, critical discussion of issues and thorough review of matters, It
shall meet regularly to properly discharge its functions. it shall also ensure
that independent views in board meetings shall be given fuil consideration
and all such meetings be duly minuted.

The Board shall conduct and maintain the affairs of the institution within the
scope of its authority as prescribed in its charter and existing laws, rules and
regulations. It shall ensure effective compliance with the latter, which
include prudential reporting obligations. Serious weaknesses in adhering to
these duties and responsibilities may be considered as unsafe and unsound
banking practice.

The Board shall establish a system of checks and balances which applies in
the first instance to the Board itself. Among the members of the Board, an
effective system of checks and balances must exist. The system shall also
provide a mechanism for effective check and control by the Board over the

12
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2.3.10

2311

2312

2313

2.3.14

2.3.15

Chief Executive Officer and key managers and by the latter over the line
officers of the Bank.

Appoint a Compliance Officer who shall have the rank of at least Vice President.
In the absence of such appointment, the Corporate Secretary, preferably a
lawyer, shall act as Compliance Officer."’

Adopt a procedure for directors, either individually or as a group, in the
furtherance of their duties, to take independent professional advice, if necessary,
the cost of which shall be shouldered by the Bank.

Identify the sectors in the community in which the corporation operates or are
directly affected by its operations, and formulate a clear policy of accurate, timely
and effective communication with them.

Establish and maintain an alternative dispute resolution system that can amicably
settle conflicts or differences between the Bank and its stockholders, and the
Bank and third parties, including regulatory authorities.

Effectively utilize the work conducted by the internal audit, risk management and
compliance functions and the external auditors. The Board shall recognize and
acknowledge the importance of the assessment of the independent, competent
and qualified internal and externa! auditors as well as the risk and compliance
officers in ensuring the safety and soundness of the operations of a bank on a
going-concern basis and communicate the same through-out the bank. This
shall be displayed by undertaking timely and effective actions on issues
identified.

Further, non-executive board members shall meet regularly, other than in
meetings of the audit and risk oversight committees, in the absence of senior
management, with the external auditor and heads of the internal audit,
compliance and risk management functions.

As the Board of the parent Bank, exercise over-all responsibility for defining an
appropriate governance framework that shall contribute to the effective oversight
over entities in the group. Towards this end, the Board of the parent Bank shall
ensure consistent adoption of corporate governance policies and systems across
the group and shall carry-out the following duties and responsibilities:

(@) define and approve appropriate governance policies, practices and
structure that will enable effective oversight of the entire group, taking into
account nature and complexity of operations, size and the types of risks to
which the Bank and its subsidiaries are exposed. The Board shall also
establish the means to ensure that such policies, practices and systems

1

Article 3 {F)(2)(m), SEC Memorandum Circilar No. 6, Series of 2009
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(b)

(c)

(d)

(e)

(f)

(h)

(i)

remain appropriate in the light of the growth, increased complexity and
geographical expansion of the group. Further, it shall ensure that the
policies include the commitment from the entities in the group to meet all
governance requirements.

define the level of risk tolerance for the group, which shall be linked to the
process of determining the adequacy of capital of the group.

ensure that adequate resources are available for all the entities in the group
to effectively implement and mest the governance policies, practices and
systems.

establish a system of monitoring compliance of each entity in the group with
all applicable policies, practices and systems.

define and approve policies and clear strategies for the establishment of
new structures.

understand the roles, the relationships or interactions of each entity in the
group with one another and with the parent company bank. The board of
directors shall understand the legal and operational implications of the
group structure and how the various types of risk exposures affect the
group’s capital, risk profile and funding under normal and contingent
circumstances.

develop sound and effective systems for generation and sharing of
information within the group, management of risks and effective supervision
of the group.

require the risk management, compliance function and internal audit group
to conduct a periodic formal review of the group structure, their controls and
activities to assess consistency with the board approved policies, practices
and strategies and to require said groups to report the results of their
assessment directly to the Board.

disclose to the BSP all entities in the group (e.g. owned directly or indirectly
by the parent Bank andfor its subsidiaries/affiliates including special
purpose entities (SPEs), and other entities that the Bank exerts control over
or those that exert control over the Bank, or those that are related to the
Bank and/or its subsidiaries/affiliates either through common
ownership/directorship/officership as well as all significant transactions
between entities in the group involving any BSP regulated entity. For this
purpose, significant shall refer to transactions that would require board
approval based on the Bank’s internal policies or as provided under existing
regulations: Provided, That the Bank shall continue to submit any report
required under existing regulations covering transactions between
companies within the group.

14
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2.3.16 As the Board of the Bank is a subsidiary/affiliate of a non-BSP regulated parent
company, the Board shall carry out the following duties and responsibilities:

(a)

(b}

(€

(d)

(&)

ensure that the Bank complies with the governance policies, practices and
systems of the parent company as well as meets the standards and
requirements set forth under existing laws, rules and regulations.

define and approve policies and clear strategies for the establishment of
new structures (e.g. subsidiaries/affiliate of the Bank). The Board shall also
report to the BSP any plan to create additional group structures.

understand the roles, relationships or interactions of each entity in the group
with one another and with the parent company. The Board shall understand
the legal and operational implications of the group structure and how the
various type of exposures affect the Bank's capital, risk profile and funding
under normal and contingent circumstances.

require the risk management, compliance function and internal audit group
of the Bank to conduct a periodic formal review of the group structure, their
controls and activities to assess consistency with the Board approved
policies, practices and strategies and to require said groups to report the
results of their assessment directly to the Board.

disclose to the BSP all entities in the group (e.g. parent company, entities
owned directly or indirectly by the parent company andfor its
subsidiaries/affiliates including special purpose entities (SPEs), and other
entities that the Bank exerts control over or those that exert control over the
Bank, or those that are related to the Bank and/or its subsidiaries/affiliates
either through common ownership/directorship/officership as well as all
significant transactions between entities in the group involving any BSP
regulated entity. For this purpose, significant shall refer to transactions that
would require board approval based on the Bank’s internal policies or as
provided under existing regulaticns: Provided, That the Bank shall continue
to submit any report required under existing regulations covering
transactions between companies within the group.

Maximum Board Seats

The Chief Executive Officer and other executive directors may submit themselves to an
indicative limit on membership in other corporate Boards. The same limit may apply to
independent, non-executive directors who serve as full-ime executives in other
corporations. In any case, the capacity of directors to serve with diligence and efficiency
shail not be compromised.

Please refer to the section on Corporate Governance Committee of this manual for the
guidelines on the determination of the number of directorships for the Board.

15
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The board members shall dedicate sufficient time and attention to their functions in the

bank. Directors shall limit their outside board seats to six (6

), unless there is good

justification for a greater number of outside board seats and these do not interfere with
the amount and quality of time and attention of the director to the bank.

2.5 Adequate and Timely Information

251

252

253

To enable the members of the Board to properly fulfill their duties and
responsibilities, the Management shall provide them with complete, adequate
and timely information about the matters to be taken in their meetings.

Since reliance on information volunteered by Management would not be
sufficient in all circumstances and further inquiries may have o be made by a
member of the Board, the members shall be given independent access to
Management and the Corporate Secretary. Such information may include the
background or explanation on matters brought before the Board, disclosures,
budgets, forecasts and internal financial documents.

The members, either individually or as a Board, and in furtherance of their duties
and responsibilities, shall have access to independent professional advice. The
cost of which shall be shouldered by the Bank.

The Chairperson, Corporate Vice-Chairman, and Chief Executive Officer

3.1 The Chairperson and Chief Executive Officer (CEQ)

The Chairperson shall assist in ensuring compliance with and performance of the
corporate governance policies and practices.

In accordance with applicable regulations, the roles of Chairperson and the CEQ
shall, as practicable, be separate for an appropriate balance of power, increased
accountability and better capacity for independent decision making by the Board.
There shall be a delineation of functions between the Chairperson and the

If the positions of the Chairperson and the CEOQ are unified, the proper checks
and balances shall be laid down to ensure that the Board gets the benefit of
independent views and perspectives.

The Chairperson shall have the following duties and responsibilities:

Maharlika Board: The Chairman and CEQ positions should be held separately by individuals whao are not related to each

3.
3.1.1
31.2
CEOQ."
3.1.3
3.2 The Chairperson
12 .
3 IFC recommendation
other.
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3.3

3.2.1

3.2.2

323

324

3.25

3.2.6

3.2.7

Mainly responsible for the proper governance of the Bark through the Board of
Directors.

Provide leadership in the Board of directors. The Chairperson shall be
responsible for the efficient functioning of the Board including maintaining a
relationship of trust with the members of the Board. The Chairperson will decide
on all matters to be included in the agenda and preside at meetings of the
stockholders and Board of Directors,

Ensure that the Board takes an informed decision.

{a) Ensure active participation and sufficiently deep professional
involvement of all members of the Board of Directors.

(b) Encourage and actively solicit views and opinions of other members of
the Board in the process of arriving at a decision.

(c) Ensure that all members of the Board are given sufficient information and
time to enable them to study carefully and responsibly issues that come
up to the Board.

{d) Allow for, and even encourage, the expression of independent views that
may be different from those proposed by top management.

Ensure that the meetings of the Board are held in accordance with the By-laws
and annual schedule approved by the Board or as the Chairperson may deem
necessary.

Supervise the preparation of the agenda of the meeting in coordination with the
Corporate Secretary, taking into consideration the suggestions of the CEOQ,
Management and the directors.

Ensure and maintain quality and timely lines of communication and flow of
information between the Board and Management,

Ensure that the Board has free access to people who can answer their quastions,
preventing the need for back channels.

The Corporate Vice-Chairman

The Corperate Vice-Chairman will have such powers and perform such duties as the
Board of Directors may from time to time prescribe. In the absence or inability of the
Chairman to act, the Corporate Vice-Chairman will act in his stead, and will exercise any
and all such powers and perform any and all duties pertaining to the office of the
Chairperson conferred upen it by the By-Laws.

17
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3.4

The Chief Executive Officer (CEQ})

The Chief Executive Officer (CEO) will be in-charge of and will exercise general
management responsibilities over management development, public relations and
advertising relations with the BSP and other offices, agencies and instrumentalities on
the Philippine government, relations with the Bankers' Association of the Philippines and
other industry associations, and relations with other ASEAN countries. He will be a
member of the Executive Committee and of all major management committees, and will
exercise such other powers and perform such ather duties as the Board of Directors may
prescribe from time to time.

He shall ensure that, and be accountable for, the business and affairs of the Bank are
managed in a sound and prudent manner and that operational, financial and internal
control are adequate and effective to ensure reliability and integrity of financial and
operational information, effectiveness and efficiency of operations, safeguarding of
assets and compliance with laws, rules, regulations and contracts.

The CEOQ shall provide leadership for Management in developing and implementing
business strategies, plans and budgets to the extent approved by the Board. He shall
provide the Board with a balanced and understandable account of the Bank’s
performance, financial condition, results of operations prospects on a regular basis.

Directors

A director's office is one of trust and confidence. A director shall act in the best interest of the

Bank in

a manner characterized by transparency, accountability and fairness. He shall exercise

his “duty of care” and “duty of loyalty” to the Bank under applicable law and regulation. He shall
also exercise leadership, prudence and integrity in directing the Bank towards sustained
progress.

Duties and Responsibilities of a Director

A director shall have the following duties and responsibilities:

1.1

1.2

To remain fit and proper for the position for the duration of his term. A director is
expected to remain fit and proper for the position for the duration of his term. He should
possess unquestionable credibility to make decisions objectively and resist undue
influence. He shall treat board directorship as a profession and shall have a clear
understanding of his duties and responsibiiities as well as his role in promoting good
governance. Hence, he shall maintain his professional integrity and continuously seek to
enhance his skills, knowledge and understanding of the activities that the Bank is
engaged in or intends to pursue as well as the developments in the banking industry
including regulatory changes through continuing education or training.

To conduct fair business transactions with the Bank and to ensure that his personal
interest does not bias board decisions. Directors should, whenever possible, avoid
situations that would give rise to a conflict of interest. If transactions with the institution
cannot be avoided, it should be done in the regular course of business and upen terms

18

r—m




Compliance Office / Legal and Regulatory Affairs Group

1.3

1.4

1.5

1.6

1.7

1.8

1.9

1.10

not less favorable to the institution than those offered to others. The basic principle to be
observed is that a director should not use his position to make profit or to acquire benefit
or advantage for himself and/or his related interests. He should avoid situations that
would compromise his impartiality.

To act honestly and in good faith, with loyalty and in the best interest of the institution, its
stakeholders, regardless of the amount of their stockholdings, and other stakeholders
such as its depositors, investors, borrowers, other clients and the general public. A
director must always act in good faith, with the care which an ordinarily prudent man
would exercise under similar circumstances. While a director should always strive to
promote the interest of all stockholders, he should also give due regard to the rights and
interests of other stakeholders.

To devote time and attention necessary to properly and effectively discharge his duties
and responsibilities. Directors should devote sufficient time to familiarize themselves with
the institution’s business. They must be constantly aware of the institution’s condition and
be knowledgeable enough to contribute meaningfully to the board's work. They must
attend and actively participate in the board and committee meetings, request and review
meeting materials, ask questions, and request explanations. f a person cannot give
sufficient time and attention to the affairs of the institution, he shouid neither accept his
nomination nor run for election as member of the board.

To act judiciously on matters brought before the Board, thoroughly evaluating the issues
involved before making any decisions;

To contribute significantly to the decision-making process of the Board. Directors should
actively participate and exercise objective independent judgment on corporate affairs
requiring the decision or approval of such board.

To exercise independent judgment. A director should view each problem/situation
objectively. When a disagreement with others occurs, he should carefully evaluate the
situation and state his position. He should not be afraid to take a position even though it
might be unpopular. Corollarily, he should support plans and ideas that he thinks will be
beneficial to the institution.

To have a working knowledge of the statutory and regulatory requirements affecting the
Bank and its operations, including the contents of its Articles of incorporation and By-
laws, the rules and regulations of the SEC and BSP, and where applicable, the
requirements of other regulatory agencies having jurisdiction over the Bank, and keep
abreast with industry developments and business trends.

To observe and safeguard confidentiality of non-public information acquired by reason of
his position as a director. A director may not disclose said information to any other
person without the authority of the Board.

To ensure the continuing soundness, effectiveness and adequacy of the Bank's controi
environment
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2. Qualifications of a Director

A director shall have the following minimum qualifications:

2.1

22

2.3
2.4
2.5
2.6
2.7

2.8

29

2.10.

2.11.

He shall own at least one (1} share of the capital stock of the Bank:

He shall be at least twenty-five (25) years of age at the time of his election or
appointment;

He shall be at least a college graduate or have an equivalent academic degree;
He shall have a practical understanding of the business of the Bank;

He must be a member in good standing in relevant industry, business or professional
organization; "

He must have previous business experience;'®

He must attend the special seminar for board of directors conducted or accredited by the
BSP within six (6) months after election; and

He must be fit and proper for the position of a director of the Bank. in determining
whether a person is fit and proper for the position of a director, the following matters must
be considered:

- integrity/probity;

- physical/mental fithess

- competence;

- relevant educationffinancial literacy;
- diligence; and

- knowledge/experience/training.

The foregoing qualifications for directors shall be in addition to those required or
prescribed under R.A. No. 8791 (General Banking Law) and other existing applicable
laws and regulations.

Board members shall be and remain qualified, including through training, for their
positions. They shall have a clear understanding of their role in corporate governance
and be able to exercise scund and objective judgment about the affairs of the bank.'®

The board collectively shall have adequate knowledge and experience relevant to each of
the material financial activities the bank intends to pursue in order to enable effective
governance and oversight,

All Directors, including Independent Directors, shall have at least two {2} days of
corporate governance training from accredited institutions within thirty (30) days from
election.

14

Article 3 (D)(iii}, SEC Memorandum Circular No. 6, Series of 2009
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3.

Disqualification of Directors

The following are the grounds for the disqualification of a director:

3.1

Permanent Disqualification

The following are the grounds for the permanent disqualification of a director:'”

311

Any person convicted by final judgment or order by a competent judicial or
administrative body of any ctime that:

a. involves the purchase or sale of securities, as defined in the Securities
Regulation Code ("SRC");

b. arises out of the person’s conduct as an underwriter, broker, dealer,
investment adviser, principal, distributor, mutual fund dealer, futures
commission merchant, commaodity trading advisor, or floor broker; or

c. arises out of his fiduciary relationship with a bank, quasi-bank, trust
company, investment house or as an affiliated person of any of them.

Any person who, by reason of misconduct, after hearing, is permanently enjoined
by a final judgment or order of the SEC or any administrative body of competent
jurisdiction from:

a. acting as underwriter, broker, dealer, investment adviser, principal distributor,
mutual fund dealer, futures commission merchant, commodity trading
advisar, or floor broker;

b. acting as director or officer of a bank, quasi-bank, trust company, investment
house, or investment company:;

C. engaging in or continuing any conduct or practice in any of the capacities
mentioned in sub-paragraphs (a) and (b) above, or willfully violating the laws
that govern securities and banking activities.

The disqualification shall also apply if such person is currently the subject of an
order of the SEC or any court or administrative body denying, revoking or
suspending any registration, license or permit issued to him under the
Corporation Code, SRC or any other law administered by the SEC or BSP, or
under any rule or regulation issued by the SEC or BSP, or has otherwise been
restrained to engage in any activity involving securities and banking; or such
person is currently the subject of an effective order of a self-regulatory
organizaticn suspending or expelling him from membership, participation or
association with a member or participant of the organization,

17

Article 3, Section E.1, SEC Memorandum Circular No. 6, Series of 2009
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3.1.3  Any person convicted by final judgment or order by a court or compstent
administrative body of an offense involving moral turpitude, fraud, embezzlement,
theft, estafa, counterfeiting, misappropriation, forgery, bribery, false affirmation,
perjury cr other fraudulent acts.

3.1.4  Any person who has been adjudged by final judgment or order of the SEC, court
or competent administrative body to have willfully violated, or willfully aided,
abetted, counseled, induced or procured the violation of any provision of the
Corporation Code, SRC or any other law administered by the SEC or BSP, or
any of its rule, regulation or order.

3.1.5 Any person earlier elected as independent director who becomes an officer,
employee or consultant of the same corporation.

3.1.6  Any person judicially declared as insolvent.

3.1.7  Any person found guilty by final judgment or order of a foreign court or equivalent
financial regulatory authority of acts, violations or misconduct similar to any of the
acts, violations or misconduct enumerated in item nos. 3.1.1 to 3.1.5.

3.1.8  Conviction by final judgment of an offense punishable by imprisonment for more
than six {6) years, or a violation of the Corporation Code, committed within five
(5) years prior to the date of his election or appointment.

3.2 Temporary Disqualification

The Board may provide for temporary disqualification of a director for any of the following
reasons:

3.2.1 Refusal to comply with the disclosure requirements of the Securities Regulation
Code and its Implementing Rules and Regulations. The disqualification shall be
in effect as long as the refusal persists.

3.22  Absence or non-participation for whatever reasons in more than fifty (50%) of all
regular and special meetings of the Board during his incumbency, and failure to
physically attend for whatever reasons in at least twenty-five percent (25%) of all
board meetings in any year, except that when a notarized certification executed
by the corporate secretary has been submitted attesting that said directors were
given the agenda materials prior to the meeting and that their
comiments/suggestions thereon were submitted for deliberation/discussion and
were taken up in the actual board meeting, said directors shall be considered
present in the board meeting. The disqualification shall apply for purposes of the
succeeding election.'®

3.23 Persons convicted for offenses involving dishonesty, breach of trust or violation
of banking laws but whose conviction has not yet become final and executory.

L

§143.1.b.(2), 2010 Manual of Regulation for Banks vot. 1
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3.2.4

325

3.2.6

3.27

328

3.29

3.2.10

3.2.11

3.212

Directors and officers of closed banks who have committed irregularity and those
with pending complaints/cases. This disqualification applies upon approval of the
Monetary Board until final resolution of their cases.

Directors disqualified for failure to observe/discharge their duties and
responsibilities prescribed under existing regulations.  This disqualification
applies until the lapse of the specific period of disqualification or upon approval
by the Monetary Board on recommendation by the appropriate supervising and
examining department of such director's election/reelection.

Directors who failed to attend the special seminar for board of directors required
by the Bangko Sentral ng Pilipinas. This disqualification applies until the director
concerned had attended such seminar.

Dismissal or termination for cause as director of any corporation covered under
SEC Memorandum Circular No. 6, Series of 2009 (or the revised Code of
Corporate Governance). The disqualification shall be in effect until he has
cleared himself from any involvement in the alleged irregularity.

If the beneficial equity ownership of an independent director in the Bank or its
subsidiaries and affiliates exceeds two percent (2%) of its subscribed capital
stock. The disqualification shall be lifted if the limit is later complied with.'®
Persons disseminated/terminated from employment for cause. This
disqualification shall be in effect until:

a. they have cleared themselves of involvement in the alleged irregularity; or

b. upon clearance, on their request, from the Monetary Board after showing
good and justifiable reasons; or

c. after the lapse of the five (5) years from the time they were officially advised
by the appropriate department of BSP's Supervision and Examination Sector
(SES) of their disqualification.

Those under preventive suspension (as in the case of an Executive Director).

Persons with derogatory records with the National Bureau of Investigation (NBI),
court, police, Interpol and monetary authority (central bank) of other countries (for
foreign directors and officers) involving violation of any law, rule or regulation of
the Government or any of its instrumentalities adversely affecting the integrity
and/or ability to discharge the duties of a bank officer. This disqualification
applies until they have cleared themselves of involvement in the alleged
irregularity.

Persons who are delinquent in the payment of their obligations as defined
hereunder® :

19

Article 3(E)(2)(iv), SEC Memorandum Circular No. 8, Series of 2009
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(a) Delinquency in the payment of obligations means that an obligation of a
person with a bank/quasi-bank/trust entity where he/she is a director or
officer, or at least two obligations with other banks/financial institution,
under different credit lines or loan contracts, are past due pursuant to
Sec. X306 of the BSP Manual of Regulations for Banks;

{b) Obligations shall include all borrowings from a bank/quasi-bank obtained
by:

i. A director or officer for his own account or as the representative
or agent of others or where he/she acts as a guarantor,
endorser, or surety for loans from such financial institutions;

i. The spouse or child under the parental authority of the director or
officer;

iii. Any person whose borrowings or loan proceeds were credited to
the account of, or used for the benefit of a director or officer;

iv. A partnership of which a director or officer, or his/her spouse is
the managing partner or a general partner owning a controlling
interest in the partnership; and

v. A corporation, association or firm wholly-owned or majority of the
capital of which is owned by any or a group of persons
mentioned in the foregoing Items (i), (i), and {iv);

Note: The above disqualification shall be in effect as long as the
delinquency persists.

3.213 If any of the judgments or orders cited in the grounds for permanent

disqualification has not yet become final.

Note: A temporarily disqualified director shall, within sixty (60) business days from such
disqualification, take the appropriate action to remedy or correct the
disqualification. If he fails or refuses to do so for unjustified reasons, the
disqualification shall become permanent.

4, Qualification of Independent Directors®’

An Independent Director includes, among other persons, one who:

4.1

4.2

4.3

Is not or has not been an officer or employee of the bank, its subsidiaries or
affiliates or related interests during the past three (3) years counted from the date
of his electior;

Was not a regular director who resigned or whose term ended within the last two
(2} years.

Was not appointed the Chairman "Emeritus”, “Ex-Officio” Directors/Officers or
Members of any Executive Advisory Board, or otherwise, appointed in a capacity

21
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4.4

4.5

4.6

4.7

4.8

4.9

to assist the Board in the performance of its duties and responsibilities within the
last one (1) year.

Is not a director or officer of the related companies of the Bank's majority
stockholder;

Is not a stockholder holding shares of stock sufficient to elect one seat in the
board of the bank or any of its related companies;

Is not a relative within the fourth degree of consanguinity or affinity, legitimate or
common law of any director, officer or shareholder holding shares of stock
sufficient to elect one seat in the Board of the Bank or any of its related
companies;

Is not acting as a nominee or representative of any director, officer or substantial
shareholder of the Bank or any of its related companies or any of its substantial
shareholders, pursuant to a deed of trust or under any contract or arrangement;

Is not retained as professional adviser, consultant, agent or counsel of the
institution, any of its related companies or any of its substantial shareholders,
either in his personal capacity or through his firm; is independent of management
and free from any business or other relationship, has not engaged and does not
engage in any transaction with the institution or with any of its related companies
or with any of its substantial shareholders, whether by himself or with other
persans or through a firm which he is a partner or a company of which he is a
director or substantial sharehoider, other than transactions which are conducted
at arms length and could not materially interfere with or influence the exercise of
his judgment; and

Is not a director, officer, principal stockholder, among others, of securities
brokers-dealers. However, this does not apply to brokers-dealers of fixed income
securities.

Effective 02 January 2012, the independent director may serve as such in accordance
with the term limits prescribed in SEC Memorandum Circular No. 9. Series of 2011 re:
Term Limits for Independent Directors.?

The foregoing terms and phrases used in paragraphs 4.1 to 4.9 of this section shall have the following

meaning:

(a) Parent is a corporation which has control over another corporation directly or indirectly through
one (1) or more intermediaries;

(b) Subsidiary means a corporation more than fifty percent (50%) of the voting stock of which is
owned or controlled directly or indirectly through one (1) or more intermediaries by the Bank;

22
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(©

(d)

Affiliate is a juridical person that directly or indirectly, through one (1) or mare intermediaries, is
controlied by, or is under comman control with the Bank or its affiliates;

Related interests as defined under Sections 12 and 13 of R.A. No. 8791 shall mean individuals
related to each other within the fourth degree of consanguinity or affinity, legitimate or common
law, and two (2) or more corporations owned or controlled by a single individual or by the same
family group or the same group of persons;

Control exists when the parent owns directly or indirectly through subsidiaries more than one-half
of the voting power of an enterprise unless, in exceptional circumstance, it can be clearly
demonstrated that such ownership does not constitute control. Control may also exist even when
ownership is one-half or less of the voting power of an enterprise when there is:

i. power cver more than one-half of the voting rights by virtue of an agreement with other
stockholders; or

i. power to govern the financial and operating policies of the enterprise under a statute or
an agreement; or

iii, power to appoint or remove the majority of the members of the board of directors or
equivalent governing body; or

iv. power to case the majority votes at meetings of the board of directors or equivalent
governing body; or

V. any other arrangement similar to any of the above.

Related company means another company which is: (a) its parent or holding company; (b} its
subsidiary or affiliate; or (c} a corporation where a bank or its majority stockholder own such
number of shares that will allow/enable him to elect at least one (1) member of the Board.

Substantial or major shareholder shall mean a person, whether natural or juridical, owning such
number of shares that will allow him to elect at least one (1) member of the Board or who is
directly or indirectly the registered or beneficial owner of more than ten percent (10%) of any
class of its equity security.

Majority stockholder or majority shareholder means a person, whether natural or juridical, owning
more than fifty percent (50%) of the voting stock of the Bank.

Board Meetings and Quorum Requirement

The Board shall schedule and hold regular meetings in accordance with its By-Laws and convene
for special meetings when required by business exigencies. The notice and agenda of the
meeting and other relevant meeting materials shall be furnished to the Directors prior to each
meeting, which meeting must be duly minuted. In additional, the Board shall ensure that agenda
topics are met.
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2. The members of the Board shall attend its reguiar and special meetings in person or through
teleconferencing and videoconferencing conducted in accordance with the rules and regulations
of the SEC in such a manner that will allow the director who is taking part in said meetings to
actively take part in the deliberations on matters taken up therein, except when justifiable causes
prevent his attendance to ensure that the quorum requirement will be met. Justifiable causes
include but are not limited to grave illness or death of an immediate family or serious accidents.
The Bank shall ensure that teleconferencing facilities are available for this purpose.

3. Independent directors shall always attend Board meetings. Only in exceplional cases will
Independent Directors be excused from attending meetings. At least a majority of Independent
Directors shall be present in order to constitute a quorum. However, to promote transparency,
there shall always be at least one independent director in all its meetings.

4, The Board shall hold executive sessions with the Independent directors and non-Executive
Directors, excluding Executive directors, at least once a year and at such other times as the
Board may deem necessary or appropriate. Such executive sessions shall be presided by the
Chairman of the Corporate Governance Committee, except if said Chairman is an Executive
Director, in which case, by an Independent Director or non-Executive Director designated by the
Board.

5. To monitor the directors’ compliance with the attendance requirements, the Bank shall submit to
the SEC, on or before January 30 of the following year, a sworn certification about the directors’
record of attendance in Board meetings. The certification may be submitted through SEC Form
17-C or in a separate filing.

D. Board Committees

The Board shall create committees, the number and nature of which would depend on the size of the

Bank and the Board, the complexity of operations, long-term strategies and risk tolerance level of the
Bank.

The Board shall appoint the members and chairman of each Board Committee following the annual
meeting of stockholders at which the directors are elected. In case of any vacancy in the Committee, the
Board shall appoint a replacement who will fill the vacancy at any meeting of the Board.

An_independent director who is a_member of any committee that exercises executive or management
functions that can_potentially impair_such_director’s independence cannot accept membership _in
committees that perform independent oversight/control functions such as the Audit, Risk Oversight and
Corporate Governance committees, without prior approval of the Monetary Board.

Each Board Committees shall have a charter which shall define and govern its (a} authority and
composition (b} meeting attendance and notice () remuneration {(d} voting (8) committee chair
responsibilities and authority (f) evaluation which define and govern among other matters, its
composition, purpeses, duties and responsibilities.

The Charters of the Board Committees shall be approved by Board. Any amended, alteration or
variation shall be duly approved by the Board. The Charters shall be reviewed and updated annually, or
whenever there are significant changes therein.

s BSP Circular 757, Series of 2012.
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The Board shall ensure that each Committee shall maintain appropriate records (e.g. minutes of
meetings or summary of maters reviewed and decisions taken} of their deliberations and decisions.

Such records

shall document the committee’s fulfillment of its responsibiliies and facilitate the

assessment of the effective performance of its functions.

The Board of

Directors shall constitute various committees to achieve the basic principles of good

corporate governance such as, but not limited to, the following:

Executive Committee

1.1

1.2

2.1

2.2

Composition

The Executive Committee shall be composed of a Chairman, Vice-Chairman and four (4)
members to be elected by the Board of Directors from among themselves.

Duties and Respansibilities

The Executive Committee shall have the power to act and pass upon such matters as the
Board of Directors may entrust to it for action in between meetings of the said Board of
Directors. Matters affecting general policy shall always be referred to the Board of
Directors for decision. The Committee shall likewise have the power to review an asset
or loan to ensure timely recognition and resolution of impaired assets.

Corporate Governance Committee

Camposition

The Corporate Governance Committee shall be composed of at least three (3) members
of the Board of Directors, two (2) of whom shall be independent directors including the
chairperson. The committee shall have a written charter that describes the duties and
responsibilities of its members. This charter shall be approved by the Board of Directors
and reviewed and updated at least annually, or whenever there are significant changes
therein.

Primary Purpose
The primary purposes of the Committee are to:

221 OQversee the development and implementation of corporate governance
principles and palicies;

2.2.2 Review and evaluate the qualifications of the persons nominated to the Board as
well as those nominated for election to other positions requiring appointment by
the Board;

2.2.3  Identify persons believed to be qualified to become members of the Board and/or
the Board Committees;
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2.3

224

2.2.5

2.2.6

2.2.7

228

Assist the Board in making an assessment of the Board's effectiveness in the
process of replacing or appoeinting new members of the board and/or Board
Committees;

Assist the Board in developing and implementing the Board's performance
evaluation process and rating system that constitute a powerful and valuable
feedback mechanism to improve board effectiveness, maximize strengths and
highlight areas for further development;

Provide guidance to and assist the Board in developing a compensation
philosophy or policy consistent with the culture, strategy and control environment
of the Company;

Oversee the development and administration of the Company's executive
compensation programs, including long term incentive plans and equity based
plans for Officers and Executives; and

Assist the Board in the performance evaluation of and succession planning for
Officers including the CEQ and in overseeing the development and
implementation of professional development programs for Officers.

Duties and Responsibilities

2.3.1

23.2

2.3.3

234

The Corporate Governance Committee shall assist the Board of Directors in
fulfilling its corporate governance responsibilities.

The committee shall be responsible for ensuring the Board's effectiveness and
due observance of corporate governance principles and guidelines. It shall
oversee the periodic psrformance evaluation of the Board and its commitiees
and executive management; and shall also conduct an annual self-evaluation of
its performance.

The committee shall also decide whether or not a director is able to and has
been adequately carrying out his/her duties as director bearing in mind the
director's contribution and performance (e.g. competence, candor, attendance,
preparedness, and participation).  Internal guidelines shall be adopted that
address the competing time commitments that are faced when directors serve on
multiple boards.

The committee shall make recommendations to the Board regarding the
continuing education of directors, assignment to board committees, succession
plan for the board members and senior officers, and their remuneration
commensurate with corporate and individual performance.
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235

2.3.6

23.7

2.3.8

The committee shall decide the manner by which the Board's performance may
be evaluated and propose an objective performance criteria approved by the
Board. Such performance indicators shall address how the Board has enhanced
long term shareholder's value.

The committee shall monitor compliance of the submission of the Annual
Corporate Governance Scorecard on the scope, nature and extent of the actions
taken to meet the objectives of the SEC’s Revised Code of Corporate
Governance.

The committee shall be responsible for the amicable resolution of disputes and/or
settle conflicts or differences between the Bank and its stockholders, and the
Bank and third parties, including regulatory authorities.?*

On Executive Compensation and Remuneration:

a.  The committee shall establish a formal and transparent procedure for
developing a policy on executive remuneration and for fixing the
remuneration packages of corporate officers and directors, and provide
oversight over remuneration of senior management and other key
personnel ensuring that compensation is consistent with the Bank’s culture,
strategy and control environment.

b. It shali designate amount of remuneration, which shall be in a sufficient
level to attract and retain directors and officers who are needed to run the
company successfully.

€.  The committee shall develop a form of Full Business Interest Disclosure as
part of the pre-employment requirements for all incoming officers, which
among others compel all officers to declare under the penalty of perjury all
their existing business interests or shareholdings that may directly or
indirectly conflict in their performance of duties once hired.

d. It shall disallow any director to decide his or her own remuneration.

€. It shall provide in the Bank's annual reports, information and proxy
statements a clear, concise and understandable disclosure of
compensation of its executive officers for the previous fiscal year and the
ensuing year.

f. It shall review the existing Human Resources Policy Manual or Personnel
Handbook to strengthen provisions on conflict of interest, salaries and
benefits policies, promotion and career advancement directives and

Article 3(F)(2)(j), SEC Memorandum Circular No. 6, Series of 2009
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compliance of personnel concerned with all statutory requirements that
must be periodically met in their respective posts.

Or in the absence of such Personnel Handbook, it shall cause the
development of such, covering the same parameters of governance stated
above.

2.3.9 On Nominations to the Board of Directors:

a.

To the extent practicable, the members of the Board of Directors shall be
selected from a broad poal of qualified candidates. The committee shall
pre-screen and shortlist all candidates nominated to become a member of
the Board of Directors in accordance with the qualifications and
disqualifications enumerated under item nos. 2 and 3, respectively, of
Section 11-B in this manual. In selecting Independent Directors, the number
and types of entities where the candidate is likewise elected as such shall
be considered to ensure that he will be able to provide sufficient time to
effectively carry out his duties and responsibilities. It shall also review and
evaluate the qualifications of those persons nominated to other positions
requiring appointment by the Board of Directors.

In consultation with the executive or management committee/s, it shall re-
define the role, duties and responsibilities of the Chief Executive Officer by
integrating the dynamic requirements of the busingss as a going concern
and future expansionary prospects within the realm of good corporate
governance at all times.

The committee shall consider the following guidelines in the determination
of the number of directorships of a nominee for the Board:

i The nature of the business of the corporations where he is a director,

ii. Age of the Director;

iii. Number of directorships/active memberships and officerships in
other corporations or crganizations; and

iv.  Possible conflict of interest.

Note: The optimum number shall be related to the capacity of a director to

perform his duties diligently in general,

3. Risk Oversight Commitiee

3.1

Composition

The Risk Oversight Committee shall be composed of at least three (3) members of the
Board of Directors including at least one (1} independent director and a chairperson who
is a non-executive member. The members who shall possess a range of expertise as
well as adequate knowledge of the institution's risk exposures to be able to develop
appropriate strategies for preventing losses and minimizing the impact of losses when
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3.2

they occur.

The committee shall have a written charter that defines the duties and

responsibilities of its members. The charter shall be approved by the Board of Directors
and reviewed and refined periodically. The Risk Oversight Commitiee shail, where
appropriate, have access to external expert advice, particularly in relation to proposed
strategic transactions, such as mergers and acquisitions.

Duties and Responsibilities:

3.2.1 In general, the Risk Oversight Committee shall be responsible for the
development and oversight of the institution’s risk management program. It shalll
oversee the system of limits to discretionary authority that the Board delegates to
Management, ensure that the system remains effective, that the limits are
observed and that immediate corrective actions are taken whenever limits are
breached.

3.2.2 The core responsibilities of the Risk Oversight Committee include the following:

a.

4. Audit Committee

41

Composition

ldentify and evaluate exposures. The committee shall assess the
probability of each risk, including reputational and compliance risks,
becoming reality and shall estimate its possible effect and cost. Priority
arsas of concern are those risks that are most likely to occur and are costly
when they happen.

Develop risk management strategies. The Risk Oversight Commiitee shall
develop a written plan defining the strategies for managing and contrelling
major risks. It shall identify practical strategies to reduce the chance of
harm and failure or minimize losses if the risk hecomes real.

Oversee the implementation of the risk management plan. The Risk
Oversight Committee shall communicate the risk management plan and
ioss control procedures to affected parties. The committee shall conduct
regular discussions on the institution's current risk exposure based on
regular management reports and assess how concerned units or offices
reduced these risks.

Review and revise the plan as ngeded. The committee shall evaluate the
risk management plan to ensure its continued relevance,
comprehensiveness, and effectiveness. It shall revisit strategies, look for
emerging or changing exposures, and stay abreast of developments that
affect the likelihood of harm or loss. The committee shail report regularly
to the Board of Directors the entity's over-all risk exposure, actions taken to
reduce the risks, and recommend further action or plans as necessary.
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The Audit Committee shall be composed of at least three (3) members of the Board of
Directors, at least two (2) of whom shall be independent directors, including the
Chairman, and another one with audit experience. The members shall be financially
literate, and the Chairman shall be a financial expert preferably with accounting, auditing,
or related financial management expertise or experience commensurate with the size,
complexity of operations and risk profile of the Bank. To the greatest extent possible, the
audit committee shall be composed of a sufficient number of independent and non-
executive board members. Furthermore, the Chief Executive Officer, Chief Financial
Officer and/or treasurer, or officers holding equivalent positions, shall not be appointed as
members of the audit committee.

4.2 Primary Purposes

The purposes of the Committee are to assist the Board of Directors in fulfilling its
oversight responsibilities for:

4.21 the integrity of the bank’s accounting and financial reporting, principles, policies
and system of internal controls, including the integrity of the Bank's financial
statements and the independent audit thereof:

4.2.2 the Bank’s compliance with legal and regulatory requirements;

4.2.3 the Bank's assessment and management of enterprise risks including credit,
market, liquidity, operational and legal risks; and

4.2.4 the Bank’s Audit process and the performance of the bank's internal audit
organization and external auditors, including the external auditors’ qualifications
and independence.

4.3 Duties and Responsibilities
The core responsibilities of the Audit Committee include the following:

4.3.1  Ensure that the internal and external auditors act independently from each other,
and that both auditors are given unrestricted access to all records, properties and
personnel to enable them to perform their respective audit functions.

4.3.2 Review and approve the annual internal audit plan to ensure its conformity with
the objectives of the Bank. The plan shall include the audit scope, frequency,
resources and budget necessary to implement it,

4.3.3 Prior to the commencement of the audit, discuss with the external auditor the
nature, scope and expenses of the audit, and ensure proper coordination if more
than one audit firm is involved in the activity to secure proper coverage and
minimize duplication of efforts.

4.3.4  Set up an internal audit department/division and consider the appointment of an
independent internal auditor and the independent external auditor who shall both
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4.3.5

436

437

4.3.8

4.39

4.3.10

4.3.11

4.3.12

report directly to the Audit Committee as well as the terms and conditions of the
external auditor's engagement and removal. In cases of appointment or
dismissal of external auditors, it is encouraged that the decision be made only by
independent and non-executive Audit Committee members.

Monitor and evaluate the adequacy and effectiveness of the Bank’s internal
control system, including financial reporting, operational and compliance controls,
risk management, and information technology security at least annually.

Investigate any matter within its terms of reference, with full access to and
cooperation by management and full discretion to invite any director or executive
officer to attend its meetings, and adequate resources to enable it to effectively
discharge its functions.

Receive and review the reports submitted by the internal and external auditors
and ensure that senior management is taking necessary corrective actions in a
timely manner to address the weaknesses, non-compliance with policies, laws
and regulations and other issues identified by auditors.

Review the quarterly, hal-year and annual financial statements before their
submissicn to the Board, with particular focus on the following matters:

any change/s in accounting policies and practices;
major judgmental areas;

significant adjustments resulting from the audit;

going concern assumptions;

compliance with accounting standards,

compliance with tax, legal and regulatory requirements.

~PoO0 T

Coordinate, monitor and facilitate compliance laws, rules and regulations.

Evaluate and determine the non-audit work, if any, of the external auditor, and
review periodically the neon-audit fees paid to the external auditor in relation to
their significance to the total annual income of the external auditor and to the
Bank’s overall consultancy expenses. The committee shall disallow any non-
audit work that will conflict with his duties as an external auditor or may pose a
threat to his independence. The non-audit work, if allowed, shall be disclosed in
the Bank's annual report.

Establish and identify the reporting line of the Internal Auditor to enable him to
properly fulfill his duties and responsibilities. He shall functionally report directly
to the Audit Committee. The Audit Committee shall ensure that, in the
performance of the work of the Internal Auditor, he shall be independent and
impartial from management and free from interference by outside parties.

Establish and maintain mechanisms by which officers and staff shall, in
confidence, raise concerns about possible improprieties or malpractices in
matters of financial reporting, internal control, auditing or other issues to persons
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541

5.2

53

5.4

55

or entities that have the power to take corrective action. It shall ensure that
arrangements are in place for the independent investigation, appropriate follow-
up action, and subsequent resolution of complaints.

The Corporate Secretary and Assistant Corporate Secretary

The Corporate Secretary and Assistant Corporate Secretary shall be Filipino citizens and
residents of the Philippines.

They are officers of the Bank and perfection in performance and no surprises are
expected of them. Likewise, their loyalty to the mission, vision and specific business
abjectives of the corporate entity come with their duties.

They must possess administrative, legal and interpersonal skills, be aware of the laws,
rules and regulations necessary in the performance of his duties and responsibilities. He
must also have some financial and accounting skills,

Thay must have a working knowledge of the operations of the Bank.

Duties and Responsibilities

5.541

5.5.2

5.6.3

554

5.5.6

55.6

Responsible for the safekeeping and preservation of the integrity of the minutes
of the meetings of the Board as well as the other official documents, records and
other information essential to the conduct of his duties and responsibilities to the
Bank.

Inform the members of the Board of the schedule and agenda of their meetings
and ensure that the members have before them complete and accurate
information that will enable them to arrive at intelligent or informed decisions on
matters that require their approval.

Serve as an adviser of the Board, and assist the Board in making business
judgment in good faith and in the performance of their responsibiliies and
obligations.

Work fairly and objectively with the Board, Management and stockhaolders.

Attend all Board meetings, except when justifiable causes, such as iliness, death
in the immediate family and serious accidents, prevent him from doing so, and
maintain record of the same,

Submit to the SEC, on or before January 30 of the following year, an annual
sworn certification as to the attendance of the directors during Board meetings.
The certification may be submitted through SEC Form 17-C or in a separate
filing.
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B.B.7

In all transactions which may lawfully come to the knowledge of the Corporate
Secretary involving transfer of voting shares of stack or registration of voting trust
agreements, or any form of agreement vesting the right to vote the voting shares
of stock of the Bank, the Corporate Secretary shall:

a.

Ascertain the identity and citizenship of the transferee, voting trustee, proxy
or person vested with the right to vote, and his relation to existing
stockholders, and for this purpose, he shall require the transferee, voting
trustee, proxy or the person vested with the right to vote to submit proof of
citizenship, which may consist, in case of a corporation, of a certified true
copy of the Articles of Incorporation, accompanied by the affidavit of the
Corporate Secretary of the corporation, certifying to the correctness and
accuracy of the list of stockholders, their citizenship, and the percentage of
shares owned by them.

Require the transferee, voting trustee, proxy or person vested with the right
to vote, at the time of the receipt of the request for transfer or registration,
or at any time thereafter, to disclose all information with respect to persons
related to the transferee, voting trustee, proxy or person vested with the
right to vote, within the fourth degree of consanguinity or affinity, whether
legitimate, illegitimate or common-law, as well as corporations,
partnerships or associations where the transferee, voting trustee, proxy or
person vested with the right to vote has controlling interest, and the extent
thereof.

Require the transferee to exscute an affidavit stating, among other things,
that the transferee is a bona fide owner of shares of stock and that he
acknowledges full awareness of the requirements of the law and the
prohibitions against exceeding ownership of voting stocks beyond the
prescribed limitations.

If the request for transfer or the arrangement sought to be registered will
patently cause the voting stocks of a person or a corporation, to exceed the
limits prescribed by law, the Corporate Secretary shall deny the transfer or
registration and forthwith inform the parties to the transaction in writing.
Simultaneous with the notice to the parties, the Corporate Secretary shall
submit a written report to the Governor of the BSP of the attempted illegal
transfer or arrangements, together with the names, addresses of parties
and other pertinent data with respect to the particular stock transaction.

In the event the Corporate Secretary has reason to doubt the legality of the
transfer or of the arrangement sought to be registered, he may commence
an action before the appropriate body.

Promptly inform stockholders who have reached any of the ceilings

imposed by law, of their ineligibility to own or control more than the
applicable ceiling.
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5.5.8  Ensure that all Board procedures, rules and regulations are strictly followed by
the members.*

Remuneration of the Members of the Board and Officers

The Bank shall avoid paying more than what is necessary for purposes of running the Bank
successfully,

A proportion of the executive directors' remuneration shall be structured so as to link reward to
corporate and individual performance.

The compensation of the CEO and other Officers shall be subject to review and appraoval by the
Corporate Governance Committee. Equity based plans and long-term incentive plans for Officers
which the Committee may recommend shall be subject to review and approval by the Board and,
as applicable, by the stockholders.

The Bank shall establish a formal and transparent procedure for developing a policy on executive
remuneration and for fixing the remuneration packages of individual directors, if any, and officers.
No director shall be involved in deciding his/her own remuneration.

The Bank's annual reports and information and proxy statements shall include a clear, concise
and understandable disclosure of all fixed and variable compensation that may be paid, directly
and indirectly, to its directors and top four {(4) management officers during the preceding fiscal
year.

Directors' Fees

A per diem, as may be determined from time to time by stockholders owning or representing a
majority of the subscribed capital stock at any regular or special meeting, shall be paid to each
director for attendance at any meeting of the Board of Directors for each day of session: providad,
however, that nothing herein contained shall be construed to preclude any director from serving in
any other capacity and receiving compensation therefore.

To protect the funds of the Bank, the SEC may, in exceptional cases, e.g., when the Bank is
under receivership or rehabilitation, regulate the payment of the compensation, allowances, fees,
and fringe benefits to its directors and officers.

Officers

The selection of Bank Officers shall be in accordance with the qualifications and disqualifications
set by the Bank and the prevailing BSP regulations.

. Duties and responsibilities of officers:®

Article 3{L)(ix), SEC Memorandum Circular No. 6, Series of 2009
BSP Circular No. 749, Series of 2012
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1.1 To set the tone of good governance from the top. Bank officers shall promote the good
governance practices within the Bank by ensuring that policies on governance as approved
by the Board are consistently adopted across the Bank.

1.2 To oversee the day-to-day management of the Bank. Bank officers shall ensure that the
Bank’s activities and operations are consistent with the Bank’s strategic objectives, risk
strategy, corporate values and policies as approved by the Board. They shall establish a
bank-wide management system characterized by strategically aligned and mutually
reinforcing performance standards across the organization.

1.3 To ensure that duties are effectively delegated to the staff and to establish a management
structure that promotes accountability and transparency. Bank officers shall establish
measurable standards, initiatives and specific responsibilities and accountabilities for each
bank personnel. Bank officers shall oversee the performance of these delegated duties and
responsibilittes and shall ultimately be responsible to the Board for the performance of the
Bank.

1.4 To promote and strengthen checks and balances systems in the Bank. Bank officers shalll
promote sound internal controls and avoid activities that shall compromise the effective
dispense of their functions. Further, they shall ensure that they give due recognition to the
importance of the internal audit, compliance and external audit functions.

G. Performance Evaluation

The Board of Directors shall undertake a formal and rigorous annual evaluation of its own
performance and that of its committees and individual directors.

2. Individual evaluation of directors shall aim to show whether each director continues to contribute
effectively and to demonstrate commitment to the role {including commitment of time for board
and committee meetings and any other duties), The Chairman shall act on the results of the
performance evaluation by recognizing the strengths and addressing the weaknesses of the
board, identifying individual and collective development needs and, where appropriate, proposing
new members be appointed to the board or seeking the resignation of directors.

3 The Independent Director shall conduct an annual performance evaluation of the Chairman, and
report this to the Corporate Governance Committee. As part of this process, the Independent
Director should convene a meeting of the Non-Executive Directors.

4 The Chairman shall conduct annual performance evaluations of the other executive directors, in
refation to their role as members of the Board and report this to the Corporate Governance
Committee. A summary of the agreed outcome will be reported to the Board.

5. The Chairman shall determine the individual and collective development needs of the Board as a

result of the performance evaluations set out above, and put appropriate development programs
in place.
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Il Compliance Program

Policy

The Bank shall have in place adequate and effective controls encompassing the Bank’s governance,
operations, information systems (including reliability and integrity of financial and operational information}.
To ensure adherence to the said corporate governance/principles, a compliance program must be clearly
defined/set to further identify, monitor and control compliance and operational risks.

Implementing Guidelines

A Compliance Office

1. Compliance Officer

1.1

1.2

To ensure adherence to sound corporate principles and best practices, the Chairman of
the Board shall designate a Compliance Officer who shali hold the position of at least a
Vice President or its equivalent and shall have direct reporting responsibilities to the
Chairman of the Board. A Compliance Office shall be established to assist the
Compliance Officer in the discharge of his/her functions and responsibilities. The
Compliance Office hefshe will head shall, like the Internal Audit, have free and full access
to records, and be independent.

Relative thereto, the appointment/designation of a Compliance Officer shall be
immediately disclosed to the SEC on SEC Form 17-C. All correspondences relative to
his/her functions as such shall be addressed to the said Officer.

The Compliance Officer shall perform the following duties:

1.21  Monitor compliance with the provisions and requirements of this Manual and the
rules and regulations of regulatory agencies and, if any violations are found,
report the matter to the Chairman and Corporate Governance Committee and
recommend the imposition of the appropriate disciplinary action for such violation
and the adoption of measures to prevent a repetition of the violation, subject to
review and approval by the Board.

1.2.2  Identify, monitor, contral and assess, if any, compliance risks and how such risks
can be mitigated.

1.2.3 Appear before the SEC when summoned in relation to compliance with the
Revised Code of Corporate Governance.

1.2.4 Issue a certification every January 30th of the year on the extent of the Bank's
compliance with this Manual for the completed year and, if there are any
deviations, explain the reason/s for such deviations.

1.2.5  Assist the Board and the Corporate Governance Committee in the performance
of their governance functions, including their duties to oversee the formulation or
39
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review, and implementation of the corporate governance structure and policies of
the Bank, and to assist in the conduct of a self-assessment of the performance
and effectiveness of the Board, the Board Committee and individual Board
members in carrying out their functions as set out in this Manual and the
respective charters of the Board Commitiees.

Accountability and Audit

The Board is primarily accountable to the stockholders who shall be provided with a balanced and
comprehensible assessment of the Bank’s performance, position and prospects on a quarterly
basis, including interim and other reports that could adversely affect its business, as well as
reports to regulators that are required by law.

Management shall provide all members of the Board with accurate and timely information that
would enable the Board to comply with its responsibilities to the stockholders.

Management shall formulate policies and procedures on tisk management and governance
process. Further, Management, shall formulate rules and procedures on financial reporting and
internal control in accordance with the following:

3.1 The extent of Management's responsibility in the preparation of the financial statements
of the Bank, with the corresponding delineation of the responsibilities that pertain to the
externat auditor, shall be clearly explained.

3.2 An effective internal control system that will ensure the integrity of the financial reports
and protection of the assets of the Bank shall be maintained.

3.3 The Bank shall consistently comply with the financial reporting requirements of the SEC.

Internal Audit Function

4.1 The Bank shall have in place an independent internal audit function which shall be
performed by an Internal Auditor or a group of Internal Auditors who shail conduct
independent and cobjective internal audit activities designed to add value to and improve
the Bank's operations and to help it accomplish its objectives by providing a systematic
and disciplined approach in the evaluation and improvement of the effectiveness of risk
management, control and governance processes through which the Board, senior
management, and stockholders shall be provided with reasonable assurance that its key
organizational and procedural controls are appropriate, adequate, effective and complied
with.

4.2 The minimum risk management and internal control mechanisms for Management's
operational responsibility shall center on the CEQ, being ultimately accountable for the
Bank's organizational and procedural controls.

43 The scope and particulars of a system of effective organizational and procedural controls
shall be based on the following factors:
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4.4

4.5

4.6

4.7

4.31

4.3.2

4.3.3

4.3.4

435

4386

the nature and complexity of business and the business culture;
the volume, size and complexity of transactions;

the degree of risk;

the degree of centralization and delegation of authority;

the extent and effectiveness cof information technology; and

the extent of regulatory compliance.

The internal audit examinations shall cover at least the following:

4.4.1

4.42

4.4.3

4.4.4

4.4.5

gvaluation of significant risk exposures and adeguacy of risk management
Process.

the evaluation of the adequacy and effectiveness of controls encompassing the
organization’s governance, operations, information systems (including the
reliability and integrity of financial and operaticnal information);

effectiveness and efficiency of operations;

safeguarding of assets; and

compliance with laws, rules, regulations and contracts.

The audit reports shall summarize risk exposures, control issues, recommendations,
status of committed actions, cfficers responsible and implementation dates.

The internal auditors shall have free and full access to all the Bank's records, properties,
and personnel relevant to the internat audit activity.

Head of Internal Audit

471

4.7.2

4.7.3

The Head of Internal Audit shall functionally report to the Audit Committee.

He shall submit to the Audit Committee and Senior Management an annual
report on the Internal Audit Division's activities, purpose, authority, responsibility,
and performance relative to audit plans and strategies approved by the Audit
Committee. The annual report shall include significant risk exposure, control
issues and such other matters as may be needed or requested by the Board and
Management.

He shall certify that internal audit activities are conducted in accordance with the
International Standards on the Professional Practice of Internal Auditing. If he
does not, he shall disclose to the Board and Management the reasons why he
has not fully complied with the said standards.
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External Auditor

5.1 An external auditor accredited by the BSP and SEC shall be selected and appointed by
the stockholders upon recommendation of the Audit Committee.

5.2 The external auditor shall enable an environment of sound corporate governance as
reflected in the financial records and reports of the Bank. He shall provide an objective
assurance on the manner by which the financial statements have been prepared and
presented to the stockholders. If he believes that the statements made in the Bank's
annual report, information statement or proxy statement filed with the SEC or any
regulatery body during the period of his engagement is incorrect or incomplete, he shall
present his views on the matter in the said reports.

5.3 The external auditor of the Bank shall not, at the same time, provide internal audit
services to the Bank, The Bank shall ensure that other non-audit work shall not be in
conflict with the functions of the external auditor.

5.4 The Bank's external auditor shall be rotated, or the signing partner of the external auditor
assigned to the Bank shall be changed, every five (5) years or earlier.

55 The reason/s for the resignation, dismissal or cessation from service and the date thereof
of an external auditor shall be reported in the Bank's annual and current reports. The
report shall include a discussion of any disagreement with said former external auditor on
any matter of accounting principles or practices, financial statement disclosure or auditing
scope or procedure. A preliminary copy of the said report shall be given by the Bank to
the external auditor before its submission.

Risk Management and Internal Controls

The Bank recognizes that risk is an inherent part of its activities, and that Banking is essentially a
business of managing risks. The Bank views risk management as a value proposition imbued
with the mission of achieving sustainable growth in profitability and shareholder value through an
optimum balance of risk and return.

The risk management infrastructure of the Bank follows a topidown approach, whereby the Board
takes ultimate accountability for the risks taken, the tolerance for these risks, business strategies,
operating budget, policies, and overall risk philosophy.

The board and senior managernent shall know and understand the bank’s operational structure
and the risks that it poses (ie "know-your-structure”). %

The Bank shall have an effective internal controls system and a risk management function
(including a chief risk officer or equivalent) with sufficient authority, stature, independence,
resources and access to the board.?®

2r
28

Basel Committee on Banking Supervision Principles for Enhancing Corporate Governance
id.
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10.

11.

The Corporate Risk Management Services Group (CRISMS) shall implement the risk
management process in the parent company, and additionally consolidates the risk MIS from the
various subsidiary risk units for a unified risk profile and eventual disposition.

Risks shall be identified and monitored on an ongoing firm-wide and individual entity basis, and
the sophistication of the bank’s risk management and internal control infrastructures shall keep
pace with any changes to the bank’s risk profile (including its growth), and to the external risk
!emdscape.z‘3

The risk process adopted by the Bank is not designed to eliminate risks, but rather to mitigate and
manage them so as to arrive at an optimum risk-reward mix.

The bank monitors risk levels to ensure timely review of risk positions and exceptions versus
established limits and ensure effectiveness of risk controls using appropriate maonitoring systems.

The Bank has an effective risk management that s robust internal communication within the bank
about risk, both across the organization and through reporting to the board and senior
management.

The board and senior management shall effectively utilize the work conducted by internal audit
functions, external auditors and internal control functions. ®' The Internal Audit shall evaluate the
effectiveness of controls and adequacy of the risk management function.

The board and senior management shall know and understand the bank's operational structure
and the risks that it poses (ie “know-your-structure”). *

Management

Senior Management Committee

1.1 Compasition

The Senior Management Committee shall be composed of a group of senior officers.
This group shall include also the Chief Financial Officer, all Group Heads and the Head of
Internal Audit.

1.2 Functions of the Senior Management:

1.2.1  Plan, organize and direct in such a manner to provide reascnable assurance that
gstablished objectives and goals will be achieved.

1.2.2 Require the establishment and effective implementation of a system of internal
control to mitigate the risks identified.

30
3
32
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1.2.3 Review and approve all cross-functional policies and issues (e.g., HR-related,
administrative, operations policies, new products and services, new projects,
tinancials, etc.) including programs/projects that affect the whole organization.

1.2.4  Supply necessary or relevant information to the Board for the latter's information
and/or decision-making purposes.

Duties and Responsibilities of Management

2.1

2.2

2.3

2.4

Under the direction of the Board, Management shall ensure that the Bank's activities are
consistent with the business strategy, risk tolerance and appetite, and policies approved
by the Board.*

Senior management is responsible and shall be held accountable for overseeing the day-
to-day management of the Bank., They shall have the necessary experience,
competencies and integrity to manage the businesses under their supervision as well as
have appropriate control over the key individuals in these areas.®

Management shall provide the Directors with adequate and timely information about the
matters to be taken up in their Board meetings and, upon the request of any Director,
make presentations on specific topics and respond to further inquiries thereto during
Board meetings. The Directors shall have independent access to management.

Management shali formulate, under the oversight of the Audit Committee, financial
reporting and internal control system, rules and procedures in accordance with the
following guidelines:

241 The extent of management's responsibility in the preparation of the financial
statements of the Bank, with the corresponding delineation of the responsibilities
that pertain to the External Auditor, shall be clearly explained;

2.4.2  An effective system of internal control that will ensure the integrity of the financial
reports and protection of the assets of the Bank shall be maintained;

2.43 On the basis of the approved audit plans, internal audit examinations shall cover,
at the minimum, the evaluation of the adequacy and effectiveness of risk
management and controls that cover the Bank's governance, operations and
information systems, including the reliability and integrity of financial and
operational information, effectiveness and efficiency of operations, protection of
assets, and compliance with contracts, laws, rules and regulations;

2.4.4 The Bank shall consistently comply with the financial reporting requirements of
the BSP and the SEC and other requlatory agencies;

33
34

id.
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2.4.5 The Head of Internal Audit shall submit to the Audit Committee and Management
an annual report on the internal audit department's activities, responsibilities and
performance relative to the audit plans and strategies as approved by the Audit
Committee. The annual report shall include significant risk exposures, control
issues and such other mafters as may be needed or requested by the
Board/Audit Committee and Management.

Code of Conduct

3.1

3.2

The Bank must set a Code of Conduct and personnel policies to be strictly observed and
followed by all associates. The said Code and policies shall form part of the Employee
Handbook and shall be made available and readily accessible by all associates online
through the intranet service of the Bank. Any updates therein must be also disseminated.

Each officer and employee of the Bank holds a position of trust. Thus, officers and
employees must avoid situations where their personal interest may conflict or appear to
conflict with the interests of the Bank or its clients. In addition, officers and employees
must have an obligation to RCBC and the public on the proper and responsible handling
of confidential information.

Strategy Setting and Planning

4.1

4.2

4.3

The Bank has an overall organizational plan, which is supported by a business plan,
budgets and marketing plan (if necessary).

It has clearly defined performance measures (operational and financial) that are
incorporated into the plans.

The Board approves the budget set by management and revisions thereto.

Financial and Operational Reporting

5.1

5.2

The Bank's financial and operational reports shall contain performance measures, which
enable the efficiency and effectiveness of the organization to be assessed. The Bank
shall ensure the set-up of control measures in the handling of such reports. Transactions
with related parties shall likewise be appropriately and adequately disclosed in said
reports.

The reports shall be prepared depending on the particular levels of responsibilities and
shall :
521 efficiently and effectively communicate key financial data;

522 show a comparison between year-to-date budget, last year-to-date and full year
data;

5.2.3 be supported with explanations of significant variations.
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Note:  The Board of Directors shall be provided with a copy of the financial reports prior
to Board meetings. However, the Chief Executive Officer shall be provided with
a periodic financial report showing at least the monthly status.

Communication Process

This manual shall be available for ingpection by any stockholder of the Bank at reasonable hours
on business days.

All directors, executives, division and department heads are tasked to ensure the thorough
dissemination of this Manual to all employees and related third parties, and to likewise enjoin
compliance in the process.

Training Process

A newly appointed director shall be required to attend a special seminar on corporate
governance to be conducted by a duly recognized private or government institution duly
accredited by the Bangko Sentral ng Pilipinas within six (6) months after appointment. The Bank
shall alse implement an appropriate communication and professional training and development
program for officers and employees as well as a succession plan for senior management.

If necessary, funds shall be allocated by the CFO or its equivalent officer for the purpose of
conducting an orientation program or workshop to effectively implement this Manual.

Transparency/Commitment to Disclose Material Information

The Board shall commit at all times to fully disclose material information dealings. It shall cause
the timely filing of all required information for the interest of the stakeholders. The reports or
disclosures required under this Manual shall be prepared and submitted to the SEG and
Philippine Stock Exchange (PSE) by the responsible committee or officer through the Bank's
Compliance Officer. Material information emanating from the Board of Directors shall be
disclosed and the responsibility of the Corporate Secretariat. Disclosure of financial information
and other material information about the Bank shall be the responsibility of the Corporate
Information Officer (CIO). The CIO shall be responsible for efficiently providing information and
addressing concerns of its sharehoiders through the Bank webpage which provides complete
information about the Bank in a form that is user-friendly™.

Transactions between related parties shall be disclosed to include the nature of the related party
relationship as well as information about the transactions and outstanding balances necessary for
an understanding of the potential effect of the relationship on the financial statements.

All material information about the Bank, i.e., anything that could adversely affect share price, shall
be publicly disclosed. Such information and/or transactions shall include, among others, earnings
results, acquisition or disposal of significant assets, related party transactions, Board membership
changes, shareholdings of directors and officers and any changes thereto, and such material

35
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events or information which are required to be disclosed pursuant to the SRC and its
Implementing Rules and Regulations.

Other information that shall always be disclosed includes remuneration (including stock options)
of all directors and senior management, corporate strateqgy, and off balance sheet transactions.

All disclosed information shall be released via the approved and established stock exchange
procedure for corporate announcements as well as through the annual report.

The governance of the bank shall be adequatelsy transparent to its shareholders, depositors, other
relevant stakeholders and market participants. *

The Bank shall designate authorized signatories and alternates for disclosures. All disclosures or
information state or relayed by the authorized signatory shall be presumed to have been made
with the approval of the Chairman of the board, and principal officers of the Bank. The officers,
including the signatories and their alternates, shall be responsible and liable for the truthfulness of
the disclosures™’.

Stockholders® Rights and Protection of Minority Stockholders’ Interests

The Board shall respect the rights of the stockholders as provided for in the Corporation Code;
namely:

Right to vote on all matters that require their consent or approval;
Right to inspect the books and records of the Bank;

Right to information;

Right to dividends; and

Appraisal right.

—r b — ke
th s wiv—~

It is the duty of the Board to promote the rights of the stockholders, remove impediments to the
exercise of those rights and provide an adequate avenue for them to seek timely redress for
breach of their rights.*®

Voting Right

341 The Board shall be transparent and fair in the conduct of the annual and special
stockholders’ meetings of the Bank. The stockholders shall be encouraged to personally
attend such meetings.

3.2 In case the stockholders cannot attend the annual and special stockholders' meetings,
they shall be apprised ahead of time of their right to appeint a proxy. Subject to the
requirements of the by-laws, the exercise of that right shall not be unduly restricted and
any doubt about the validity of a proxy shall be resoclved in the stockholders’ favor.

36
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Basel Committee on Banking Supervision Principles for enhancing corporate governance

Maharlika Board (Exposure Draft dtd 29 April 2010) on Listing and Disclosure Rules

Id.; Any shareholder or group of shareholders with at least five percent (5%) share of the total outstanding shares of the
company shall be allowed to propose any relevant item for inclusion in the agenda for the meeting.
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3.3 The Board shall take the appropriate steps to remove excessive costs and other
administrative impediments to the stockholders’ participation in meetings, whether in
person or by proxy. Accurate and timely information shall be made available to the
stockholders to enable them to make a sound judgment on all matters brought to their
attention for consideration or approval,

3.4 Stockholders shall have the right to elect, remove and replace directors and vote on
certain corporate acts in accordance with the Corporation Code.

3.5 Cumulative voting shall be used in the election of directors.

3.6 A director shall not be removed without cause if it shall deny minority stockholders
representation in the Board.

Note: Stockholders who have matters for discussion or concerns directly relating to the business
of the Bank may initially efevate such matters or concerns to: (a) the Corporate Secretary;
(b} Management; or (c) the Board.

4, Right to Inspection

All stockholders shall be allowed to inspect corporate books and records including minutes of
Board meetings and stock registries in accordance with the Corporation Code and shall be
furnished with annual reports, including financial statements, without cost or restrictions.

5. Right to Information

5.1 The stockholders shall be provided, upon request, with periodic reports which disclose
personal and professional information about the directors and officers and certain other
matters such as their holdings of the Bank’s shares, dealing with the Bank, relationships
among directors and key officers, and the aggregate compensation of directors and
officers.

52 The minority stockholders shall be granted the right to propose the holding of a meeting,
and the right to propose items in the agenda of the meeting, provided the items are for
legitimate business purposes.

5.3 The minority stockholders shall have access to any and all information relating to matters
for which the management is accountable for and to those relating to matters for which
the management shall include such information and, if not included, then the minority
stockholders shall be allowed to propose to include such matters in the agenda of
stockholders' meeting, being within the definition of “legitimate purposes”.

6. Right to Dividends
The Bank shall declare dividends in accordance with the requirements of the Bangko Sentral ng

Pilipinas.
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7. Appraisal Right

The stockholders shall have appraisal right or the right to dissent and demand payment of the fair
value of their shares in the manner provided for under Section 82 of the Corporation Code of the
Philippines, under any of the following circumstances:

7.1 in case any amendment to the Articles of Incorporation has the effect of changing or
restricting the rights of any stockholders or class of shares, or of authorizing preferences
in any respect superior to those of outstanding shares of any class, or of extending or
shortening the term of corporate existence;

7.2 In case of sale, lease, exchange, transfer, mortgage, pledge or other disposition of all or
substantially all of the corporate property and assets as provided in the Corporation
Code; and
7.3 In case of merger or consolidation.
8. Grievance Procedure

The stockholder may file his/her complaints in writing and submit the same to the Corporate
Secretary for purposes of endorsement to the Corporate Governance Committee.

The Bank hereby adopts an arbitration system to resolve any dispute, controversy or claim arising
out of, or refating to, the Bank’s relations with its shareholders, and other intra-corporate matters
under applicable law and regulations, in accordance with the Philippine Dispute Resolution
Center, Inc. (PDRCI) Arbitration Rules in accordance with The Arbitration Law and R.A. No. 9285,
otherwise known as The Alternative Dispute Resolution Act of 2004%.

9. Disclosure of Material Non-Public information

The Bank is prohibited to communicate material non-public information to any person, unless the
Bank is ready to simultaneously disclose the material non-public information to the Philippine
Stock Exchange (PSE). However, this rule shall not apply if the disclosure is made to the
following:

91 A person wha is bound by duty to maintain trust and confidence to the Bank such as but
not limited to its auditors, legal counsels, investment bankers, financial advisers; and

9.2 A person who agrees in writing to maintain in strict confidence the disclosed material
information and will not take advantage of it for his personal gain.

Any disclosure of material non-public information to securities analysts, institutional investors or
other third parties who do not fall under items 10.1 and 10.2 above, ahead of the disclosure to be
made to the PSE and the general public, shall be considered as a violation of this rule.

Maharlika Board (Exposure Draft dtd 29 April 2010) on Listing and Disclosure Rules
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Material information means any information about or involving the bank’s affairs, events and
conditions that has a significant impact in the Company’s operations such as, but not limited to,
those relating to the Bank's financial condition, prospects and development projects which, when
brought to the attention of the public, is reasonably expected to induce or otherwise materially
affect the market activity and the market price of the Bank’s shares.

The Board shall ensure that internal controls are established that will ensure that the Bank, its
Directors, officers, and employees and any other person who is privy to the Bank’s material non-
public information shall comply with the requirement of this rule.

Monitoring and Assessment

Each Board committee shall report regularly and submit, at least once a year, a report of its
accomplishments and self-assessment of its performance to the Board of Directors.

2. The Corporate Governance Committee shall establish the appropriate evaluation system to
monitor and assess compliance with this Manual. Any violation thereof shall subject the
responsible officer or employee to the penalties provided under the Bank's Human Resources
Policy Manual,

3. The Chairman of the Corporate Governance Committee shall discuss the effectiveness and
performance of Directors immediately before they make themselves available for reappointment.

4. The Chairman of the Corporate Governance Committee shall act on the results of parformance
evaluation, strengths and weaknesses of the board, proposing new nembers, and seeking the
resignation of directars.

5. The independent director shall appraise the Chairman’s performance.
6. The establishment of such evaluation system, including the features thereof, shall be disclosed in

the Bank's annual report (SEC Form 17-A}. The adoption of such performance evaluation system
must be covered by a Board approval,

7. This Manual shall be subject to annual review unless the same frequency is amended by the
Board.

8. All business processes and practices being performed within any unit/branch of the Bank that are
not consistent with any portion of this Manual shall be revoked unless upgraded to the extent
compliant.

Regular Review of the Code and the Scorecard

To monitor Bank's compliance with the SEC's Revised Code of Corporate Governance as
implemented by this Manual, the Bank, through its Compliance Office, shall accomplish annually
a scorecard on the scope, nature, and extent of the actions taken to meet the objectives of SEC
Code.
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K.

Reportorial Requirements

Reports pertaining to group structures under Paragraphs 1.A.2.3.15-2.3.16 shall be submitted to
the BSP Central Point of Contact Department 1 as follows:

(a) The report disclosing all entities in the group structure where the Bank belongs either as
a parent company Bank or subsidiary/affiliate company shall be submitted to the BSP
within thirty (30) calendar days after the end of every calendar year starting with the year
ending 31 December 2011.

{b) The report on significant transactions between entities in the group and involving any
BSP-regulated entity shall be submitted within twenty (20} catendar days after the end of
the reference quarter starting with the quarter ending 31 March 2012,

Under ?DSP Circular No. 749, Series of 2012, these reports are considered as Category A-1
reports.

Sanctions
Internal Sanctions

1.1 Non-compliance with any of the provisions in this Manual by the Bank’s directors,
officers, staff, subsidiaries, and affiliates and their respective directors, officers and staff
shall subject erring associate/s, after due notice and hearing, to sanctions as provided for
under the following sections of the Bank's Human Resources Policy Manual;

1.1.1  Jurisdiction Over Administrative Disciplinary Actions
1.1.2 Code of Discipline

1.2 it shall be the duty of the Compliance Officer to determine any violation of the principles
and best practices contained in this Manual through notice and hearing.

1.3 The Compliance Officer shall likewise recommend to the Chairman and the Corporate
Governance Committee the penalty to be imposed for such violation. The said
recommendation shall be further reviewed and approved by the Board of Directors.

Sanctions Imposed by the BSP

a0

MORB §X192.1. b.{1) Category A-1 repurts shall be signed by the bank’s chief executive officer, or in his absence, by the
executive vice president, and by the comptroller or, in his absence, by the chief accountant, or officers holding eguivalent
positions. The designated signatories of Categories A-1, A-2, A-3 and B reports including their specimen signatures shall
he contained in a resolution approved by the board of directors. A copy of the board resalution covering the initial
designation and subsequent change(s} in signatories as weil as specimen signatures of the signatorles and altermnates,
shall be submitted to the appropriate department of the SES in such frequency and within the deadline indicated in
Appandix 6.; Section 103, Fines and Penalties 1. The following schedule of fines for delayed submission of reports and/
ar incomplete/erroneous reporting shall apply: A. For Category A-1, A-2, and A-3 reports:

a. UBs/KBs : PHP 1,200 per calendar

day
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Any director of the Bank who violates or fails to observe and/or perform any of the duties and
responsibilities stated in this Manual shall, for each violation or offense, be penalized in
accordance with the Bangko Sentral ng Pilipinas guidelines.

Sanctions Imposed by the SEC

A fine of not more than Two Hundred Thousand Pesos (P200,000.00) shall, after due notice and
hearing, be imposed for every year that a covered corporation violates the provisions of the
Revised Code of Corporate Governance, without prejudice to other sanctions that the SEC may
be authorized to impose under the law, provided, however, that any violation of the Securities

Regulation Code punishable by a specific penalty shall be assessed separately and shall not be
covered by the abovementioned fine.
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§5 X143.2-X143.4
10.12.31

2. Treasury function, e.g., Treasurer and
Vice President - Treasury;

3. Recordkeeping and financial
reporting functions, e.g., controller and
chief accountant;

4. Safekeeping of assets, e.g., chief
cashier;

5. Risk management function, e.g., chief
risk officer:

6. Compliance function, e.g.,
compliance officer; and

7. Internal audit function, e.y., internal
auditor,

The spouse or a relative within the
second degree of consanguinity or affinity
of any person holding the position of
manager, cashier, or accountant of a branch
or extension office of a bank or their
respeclive equivalent positions is
disqualified from holding or being
appointed to any of said positions in the
same branch or extension office.

¢. In the case of UBs, KBs, and TBs,
any appointive or elective official, whether
full time or part time, except in cases where
such'service is incident to financial
assistance provided by the government or
government-owned or -controlled
corporations (COCCs) or in cases allowed
under existing law.

d. In the case of Coop Banks, any
officer or employee of CDA or any elective
pubilic official, except a barangay official.

e Exceptas may otherwise be allowed
under Commonwealth, Act No. 108,
otherwise known as “THe Anti-Dummy
Law"”, as amended, foreigners cannot be
officers or employees of banks.

(As amendsd by Circular No. 689 dated 17 November 2010)

§ X143.3 Effect of non-possession of
qualifications or possession of
disqualifications. A director/officer elected
or appointed who does not possess all the
qualifications mentioned under Subsecs.
X141.2 and X142.2 and/or has any of the

disqualifications mentioned under Subsecs.
X143.1 and X143 .2 shall not be confirmed
by the confirming authority under Subsec.
X141.4 and shall be removed from office
even if he/she assumed the pasition to
which he/she was elected or appointed. A
confirmed director/officer or officer not
requiring confirmation possessing any of the
disqualifications, enumerated in the
abovementioned subsections shall be
subject to the disqualification procedures
provided under Subsec. X143.4. A director/
officer, prior to assuming the position 1o
which he/she was elected/appointed, must
submit to the appropriate department of the
SES a verified statement that he/she has all
the aforesaid qualifications and none of the
disqualifications. The submission of verified
statement will apply to directors/officers
elected/appointed after 14 March 2006,

(As amanded by Circular No. 513 dated 10 February 2006)

§ X143.4 Disqualification procedures

a. The board of directors and
management of every institution shall be
responsible for determining the exislence
of the ground for disqualification of the
institution’s director/officer or employee and
for reporting the same to the BSP. While
the concerned institution may conduct ils
own investigation and impose appropriate
sanction/s as are allowable, this shall be
without prejudice to the authority of the
Monetary Board to disqualify a director/
officer/employee from being elected/
appointed as director/officer in any Fl under
the supervision of the BSP. Grounds for
disquatification made known to the
institution, shall be reported to the
appropriate department of the SES within
seventy-lwo (72) hours from knowledge
thereof.

b. On the basis of knowledge and
evidence on the existence of any of the
grounds for disqualification mentioned in
Subsecs. X143,1 and X143.2, the director
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or offlicer concerned shall be notified in
writing either by personal service or
through registered mail with registry return
receipt card at his/her last known address
by the appropriate department of the SES of
the existence of the ground for his/her
disqualification and  shall be allowed to
submit within fifteen (15) calendar days from
receipt of such notice an explanation on
why he/she should not be disqualified and
included in the watchlisted file, together
with the evidence in support of his/her
position. The head of said department may
allow an extension on meritorious ground.

¢. Upon receipt of the reply
explanation of the director/officer
concerned, the appropriate department of
the SES shall proceed to evaluate the case.
The director/officer concerned shall be

§5X143.4
08.12.31

afforded the opportunity to defend/clear
himsclifherself,

d. If no reply has been received from
the director/officer concerned upon the
expiration of the period prescribed under
ltem “b” above, said failure to reply shall be
deemed a waiver and the appropriate
department of the SES shall proceed to
evaluate the case based on available records/
evidence.

e, If the ground for disqualification is
delinquency in the payment of obligation,
the concemed director or officer shall be
given a period of thirty (30) calendar days
within which to settle said obligation or,
restore it to its current status or, to explain
why he/she should not be disqualified and
included in the watchlisted file, before the

{Next Page is Part | - Page 75)
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evaluation on his disqualification and
waichlisting is elevaled to the Monetary
Board.

f. For directors/officers of closed
banks, the concerned department of
the SES shall make appropriate
recommendation to the Monetary Board
clearing said directors/officers when there
is no pending case/complaint or evidence
against them. When there is evidence that
a director/officer has committed
irregularity, the appropriate department of
the SES shall make recommendation to the
Monetary Board that his/her case be
referred to the Office of Special
Investigation (OSI} for further investigation
and that he/she be included in the masterlist
of temporarily disqualified persons until the
final resolution of his/her case. Directors/
officers with pending cases/complaints shall
also be included in said masterlist of
temporarily disqualified persons upon
approval by the Monetary Board until the
finat resolulion of their cases. If the director/
officer is cleared from involvement in any
irregularily, the appropriate department of
the SES shall recommend to the Monetary
Board his/her delisting. On the other hand,
if the director/officer concerned is found to
be responsible for the closure of the
institution, the concerned department of
the SES shall recommend to the Maonetary
Board his/her delisting from the masterlist
of temporarily disqualified persons and his/
her inclusion in the masterlist of
permanently disqualified persons.

g. If the disqualification is based on
dismissal from employment for cause, the
appropriate department of the SES shall,
as much as practicable, endeavor to
establish the specific acts or omissions
canstituting the offense or the ultimate facts
which resulted in the dismissal to be able
to determine if the disqualification of the
director/officer concerned is warranted or
not. The evaluation of the case shall be
made for the purpose of determining if

§X143.4
08.12.31

disqualification would be appropriate and
not for the purpose of passing judgment on
the findings and decision of the entity
concerned. The appropriate department of
the SES may decide 10 recommend to the
Monetary Board a penalty lower than
disqualification (e.g., reprimand,
suspension, etc.) if, in its judgment the act
committed or omitted by the director/
officer concerned does not warrant
disqualification.

h. All other cases of disqualification,
whether permanent or temporary shall be
elevated to the Monetary Board for
approval and shall be subject to the
procedures provided in ltems “a”,"h” "c*
and “d” above.

i.  Upon approval by the Monetary
Board, the concerned director/officer shall
be informed by the appropriate department
of the SES in writing either by personal
service or through registered mail with
registry return receipt card, at his/her last
known address of his/ner disqualification
from being elected/appointed as director/
officer in any FI under the supervision of
BSP and/or of his/her inclusion in the
masterlist of watchlisted persons so
disqualified.

j. The board of directors of the
concerned inslitulion shall be immediately
informed of cases ol disqualification
approved by the Monetary Board and shall
be directed to act thereon not later than
the following board meeting. Within
sevenly-two (72) hours thereafter, the
corporate secretary shall report to the
Governor of the BSP through the
appropriate department of the SES the
action taken by the board on the director/
officer involved.

k. Persons who are elected or
appointed as director or officer in any of
the BSP-supervised institutions for the first
time but are subject to any of the grounds
for disqualification provided for under
Subsecs, X143.1 and X143.2, shall be

Manual of Regulations for Banks
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§5 XT143.4-X143.5
08.12.31

atforded the procedural due process
prescribed above.

l. Whenever a director/officer is
cleared in the process mentioned under
ltem “c” above or, when the ground for
disqualification ceases to exist, he/she
would be eligible to become director or
officer of any bank, QB, trust entity or any
institution under the supervision of the BSP
anly upon prior approval by the Monetary
Board. It shall be the responsibility of the
appropriate department of the SES to
elevate to the Monetary Board the lifting
of the disqualification of the concerned
director/officer and his/her delisting from
the masterlist of watchlisted persons.

{As amended by Circular No. 584 dated 26 September 2007}

§ X143.5 Watchlisting. To provide the
BSP with a central information file 1o be
used as reference in passing upon and
reviewing the qualifications of persons
elected or appointed as director or officer
of a bank, QB or trust entity, the SES shall
marntain & watchlist of persons disqualified
to be a director or officer of such entities
under its supervision under the following
procedures:

a. Watchlist categories. Watchlisting
shall be categorized as follows:

{1) Disqualification File  “A”
{Permanent) - Directors/officersfemployees
permanently disqualified by the Monetary
Board from holding a director/officer
position,

(2) Disqualification File g
(Temporary) - Directors/officers/employees
temporarily disqualified by the Monetary
Board from holding a director/officer
position.

b. Inclusion of directors/officers/
employees in the watchlist. Directors/
officers/femployees disquatified under
Subsec. X143.4 shall be included in the
walchlist disqualification files “A” or “B".

c. Confidentiality. Watchlist files shall
be for internal use only of the BSP and may

not be accessed or queried upon by outside
parties including banks, QBs and trust
entities except with the authority of the
person concerned and with the approval
of the Deputy Governor, SES or the
Governor or the Monetary Board.

B5SP will disclose information on its
watchlist files only upon submission of a
duly accomplished and notarized
authorization from the concerned person
and approval of such request by the
Deputy Governor, SES or the Governor
or the Monetary Board. The prescribed
authorization form to be submitted to the
concerned department of SES is in
Appendix 76,

Banks can gain access to information
in the said watchlist for the sole purpose
of screening their applicants for hiring and/
or confirming their elected directors and
appointed officers. Banks must abtain the
said authorizalion on an individual basis.

d. Delisting. All delistings shall be
approved by the Monetary Board upon
recommendation of the operating
departments of SES except in cases of
persons known to be dead where delisting
shall be automatic upon proof of death and
need not be elevated to the Monetary
Board. Delisting may be approved by the
Monetary Board in the following cases:

(1) Watchlist - Disqualification File “B*
(Temporary) -

(@ After the lapse of the specific
period of disqualification;

{b} When the conviction by the court
for crimes involving dishonesty, breach of
trust and/or violation of banking law
becomes final and executory, in which
case the director/officer/employee s
refisted to Watchlist - Disqualification File
A" (Permanent); and

(¢} Upon favorable decision or
clearance by the appropriate body, i.e.,
court, NBI, BSP, bank, (OB, trust entity or
such other agency/body where the
concerned individual had derogatory record.
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AUDIT COMMITTEE CHARTER

Overall Purpose/Objectives

The Audit Committee (the Committee) of Rizal Commercial Banking Corporation (the
Bank) is appointed by the Board of Directors of the Bank to assist the Board of Directors
in fuifilling its oversight responsibilities of the Bank's accounting and financial reporting
process, the system of internal control, risk management, governance processes, the
audit process and the Bank's process for monitoring compliance with Jaws and
regulations and its own Code of Business Conduct. To perform this role effectively,
each Committee member will obtain an understanding of the responsibilities of
Committee membership as well as the Bank's business, operations and risks.

Authority

The Audit Committee has the authority to conduct or authorize investigation into any
maters within its scope of responsibility. It is empowered to:

* Pass for review and comments all reports from internal and external auditors as well
as those from regulatory bodies (e.g. BSP). Based on the review, a summary report
of the Committee comments and recommendations is submitted to the Board.,

* Seek any information it required from employees - all of whom are directed to

~ cooperate with the Committee's requests or external parties.

* Relain outside advisors, including counsel as it deemed necessary to carry out its
duties.

« Meet with any Bank officer, external auditor at Committee meelings as necessary.

« Appoint the external auditor of the Bank and pre-approve all auditing and non-audit
services.

The Committee shall have contact throughout the year with senior management, other
committee chairpersons and advisors, external auditors, and internal auditors, as

applicable, to strengthen the Committee's knowledge of relevant current and prospective
business issues.

Organization
A. Membership

The Audit Comynittee shall consist of at least three (3) members of the Board preferably
with accounting and finance background, two of whom shall be independent directors
and another with audit experience. The Board shall appoint the Committee chair, who
should be an independent director, on the recommendation of the Bank's Corporate
Governance Committee. All members are independent of and impartial to management.
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It is this independence which allows the Committee to challenge management decisions
and evaluate corporate performance from completely free and objective perspective,

Each member should be capable of making a valuable contribution to the Committee.
The Committee members shall have {a) the knowledge of the industry in which the Bank
Operates, {b) the ability to read and understand fundamental financial statements; and (c)

the ability to understand key business and financial risks and related controls and control
processes,

The individual Committee members shail be encouraged to participate in relevant and

appropriate self-study or other educational opportunities to assure understanding of the
business and environment in which the Bank operates,

B. Meetings

The Committee shall meet every month prior to the Board of Directors meeting scheduled
on the last Monday of the manth. Special meetings may be convened as considered
hecessary by the Committee. A quorum for any meeting shall constitute twe (2) members.
Voting on Committee matters shall be on one member - one vote basis. Majority vote of ail
members present shall constitute an official action of the Committee.

The Committee may invite members of management team or any Bank officer or

employee, internal auditor and external auditors to attend the meetings and to provide
pertinent information as it deem necessary.

The Internal Audit shall be the Secretary to the Audit Committee. The Secretary shall
prepare meeting agenda which shall be provided in advance to the members along with

appropriate briefing materials. The proceedings of all meeting will be recorded in the
minutes and submitted to the Board.

The Committee is governed by the same rules regarding remuneration of director as
provided by the Corporate Governance Committee.

Roles and Responsibilities

The Audit Committee’s policies and procedures should remain flexible in order to best
react to changing conditions and provide reasonable assurance to the Board that the
accounting and reporting practices are in accordance with the requirements and an
effective legal compliance and business ethics program exists. The Audit Committee will
fulfill their duties and responsibilities as follows:

A. Internal Control and Risk Management

* Monitor and evaluate the adequacy and effectiveness of internal control system
and risk management including financial reporting control and information
technology security

* Provide oversight over the senior management's activites in managing credit,
market, liquidity, operational, legal and other risks. This includes receiving
periodic information on risk exposures and risk management activities.

RCBC Audit Committee Charter
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Evaluate whether management is selting the appropriate control cuiture by
communicating the importance of internal control and the management of risk and
ascertain that all officers and employees have an understanding of their roles and
responsibilities in the Bank's risk and control system

Consider the effectiveness of the Bank's information technology, security control
and contingency plans.

Ascertain whether internal control recommendations made by internal and external
auditors and regulating badies have been implemented by management.

- Financial Reporting

Review and discuss with management and external auditor significant accounting
and financial reporting issues including complex or unusual transactions and highly
judgmental areas and recent professional and regulatory pronouncement and
understand their impact on the financial statements,

Review with management and the external auditor the results of audit including
any difficulties encountered during the audit, any restriction on the scope of
activities and access to information and any disagreement with management.

Review the annual and quarterly financial statements before submission to the
Board and regulators focusing on the following matters:

any changes in accounting policies and practices;

significant adjustments arising from audit;

compliance with accounting standards;

compliance with tax, legal and regulatory requirements:

going concern assumptions;

major judgmental areas; and

completeness of disclosures of material information inctuding subsequent
events and related party transactions.

00000 C

Review and communicate with legal counset any legal matters, fraud or illegal acts
which could significantly impact the financial statements,

Understand how management develops financial information and sufficiency of
risk controls over the financial reporting process.

. Internal and External Audit

Perform oversight functions over the corporation’s internal and external auditors. 1t
shall ensure that the internal and external auditors act independentiy from each
other, and that both audilors are given unrestricted access to all records,
properties and personnel to enable them to perform their respective audit
functions;

Review the reports submitted by the internal and external auditors;

. Internal Audit

Organize an internal audit department, and consider lhe appointment of an

independent internal auditor and the terms and conditions of its engagement and
removal;

RCBC Audit Committee Charter
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* Review the extent and scope, activilies, staffing, resources and organizational
structure of the Internal Audit function and ensure no unjustified restrictions or
limitation are made. The Audit Committtee shall ensure functional reporting of the
Internal Audit to the Audit Committee. The Audit Committee shall ensure that, in
the performance of the work of the Internal Auditor, he shall be free from
interference by outside parties.

* Review and approve the audit plan-to ensure its conformity with the objectives of
the Bank. The plan shall include the audit scope, resources and budget necessary
to implement it;

* Approve the Internal Audit Charter.

* Review and concur in the appointment, replacement or dismissal of Jnternal Audit
Head.

* Review the qualifications of the Head of Internal Audit and her deputies and
assess their performance.

* Review the effectiveness of the Internal Audit function including compliance with
the lnstitute of internal Auditors' International Standards for Professional Practice
of Internal Auditing.

* Meet regularly with the Head of Internal Audit andfor deputies to discuss the
results of audit work and the implications of audit findings on the overall quality of
internal control and procedures within the Bank organization.

» Conduct special meetings with the Internal Audit Head and/or deputies to discuss
any matters that the Committee or auditors believe should be discussed privately.

» Review audit reports and ensure that significant findings and recommendations
made by the internal auditors are received and discussed on a timely basis.

* Ascertain that management responds to the recommendations by the internal
auditors and is taking appropriate corrective actions in a ttmely manner.

2. External Audit

» Recommend to the Board the selection of the external auditors, considering
professional qualification, independence and effectiveness, and recommend the
fees to be paid. Recommend any replacement of the external auditors.

» Consult with external auditors without management’'s presence about inlernal
controls and the accuracy of the financial statements.

= Prior to the commencement of the audit, discuss with the external auditor the
nature, scope, approach and expenses of the audit, including coordination of audit
efforts with Internal Audit, and ensure proper coordination if more than cone audit
firm is involved in the activity to secure proper coverage and minimize duplication
of efforts:

» Evaluate and determine non-audit work, if any, of the external auditor and review
periodically the non-audit fees paid to the external auditor both in relation to their
significance to the total annual income' of the external auditor and in relation to the
Bank'’s total expenditure on consultancy.

* The Committee shall disallow any non-audit work that will conflict with his duties as
an external auditor or may pose a threat to his independence. If allowed, the non-
audit work shall be disclosed in the Company's Annual Report.

* Ascertain the rotation of audit partner or external audit firm as required by
regulations.

This may also be read as “fees paid by the company to the external auditor.”
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+ Ascertain that management responds to recommendations by the external auditors
and is taking appropriate corrective actions in a timely manner.

D. Compliance with Laws and Regulations

Coordinate, monitor and facilitate compliance with laws, rules and regulations. In this
regard, the Audit Committee shall:

*« Review the effectiveness of the management system for monitoring
compliance with laws, rules and regulations and the results of management's
investigation and follow-up (including disciplinary action) of any fraudulent acts,
accounting irregularities or noncompliance.

+ Obtain regular updates from management, Bank compliance officer and
Bank’s legal counsel regarding compliance matters.

* Assess whether all regulatory caompliance matters have been considered in the
preparation of the financial statements.

» Review the findings of any examinations by regulatory agencies.

E. Ethics and Business Conduct

* Ascertain that a Code of Conduct exists in wriling and that arrangements are made
for all employees to be aware of it.

* Review the Bank's Code of Conduct annually and ensure that a system
reasonably designed to assure compliance with the Code is in place.

F. Other Responsibilities

» Perform other oversight functions as requested by the Board.

* Where necessary, require and institute special invesligations and, if appropriate,
hire external counsel or experts to assist.

« Review and update the Charter, receive approval ot changes from the Board.

V. Reporting

The Commiittee shall report periodically to the Board of Directars. Minutes of meelings of
the Committee which specify opinions of the Committee on various matters, summary
report of activities during the year, and reports concerning comments on financial reports
and internal audit work shall be disclosed to the Board of Directors.

The Committee shall make available to the shareholders a summary report on the
activities carried out during the year according to the duties and responsibilities delegated
by the Board of Directors including the annual report issued by the Internal Audit Head.

VI, Committee Self Assessment

To ensure that the performance of work of the Audit Committee is efficient and meets the
objectives, the Committee shall review, discuss and assess its own performance as well

RCBC Audit Committee Charter
Page 5 of6



as the Committee role and responsibilities through a self-assessment worksheet attached

hereto and made an integral part hereof.

Moreover, the Audit Committee shall rate its averall level of cempliance based on the
Parameters set forth in the attached worksheet. tt shall use a quantitative rating of 1 to 10

with corresponding qualitative description for each rating as follows:

1-2:  Poor [set criteria i.e. fails to comply with parameters)
3-6:

Satisfactory [set criteria i.e. complies with parameters with major deviations

7-8.  Very Satisfactory [set criteria j.e. complies with parameters with minor

deviationsj
9-10:  OQutstanding [set criteria i.e. fully complies with parameters})

The assessment shall be done by the Audit Committee on an annual basis or in such
shorter intervals as may be set by the Board of Directors. The results of said assessment

shall be validated by the Bank's Corporate Governance Committee.

A feedback mechanism shall be in place to receive comments from management, internal
auditor, general counsel and external auditor. The mechanism shall facilitate dialogue

within the organization about possible ways to improve its performance.

The entire assessment process shall be documented and shal! form part of the records of
the Bank that may be examined by the Securities and Exchange Commission from time to

time,

Changes in role and responsibilities, if any,” shall be recommended to the Board for

approval.

This Charter is issued for the information and guidance of all concerned.
Adopted by the Audit Committee on July 20, 2012,
udit Corye: -

%ﬁ'

MR. ARMANDO M. MEDINA
Chairman, Audit Committee

Approved By:

Rizal Commercial Banking Corporation
Board of Directors
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CHARTER OF THE GROUP RISK OVERSIGHT

COMMITTEE' OF RIZAL COMMERCIAL BANKING

CORPORATION AND ITS SUBSIDIARIES

A. PRINCIPAL PURPOSE / OBJECTIVE

1.

The Group Risk Oversight Committee [ROC) is a Board-level committee of
the Rizal Commercial Banking Corporation (RCBC) Board of Directors {the
Board), from which it derives ifs authority and to which it regularly reporis.
The ROC exercises authority cver all other risk committeas of the various
RCBC business groups and subsidiaries (the Group), with the principal

purpose of assisting the Board in fulfiling iis oversight responsibilities
relating to:

a. Evaluation and setting of the Group's risk appetite;

b. Review and management of the Group's risk profile;

c. Implementation and continuous improvement of a sound
framework for the identification, measurement, control, monitoring,
and reporting of the principal risks faced by the Group;

d. Capital planning and management.

B. MEMBERSHIP, ORGANIZATION AND TERM OF OFFICE

l.

The Board has the sole authority to appoint the members of the ROC, its
Chair, and its Vice Chair. As such, it is also the Roard’s sole discretion fo
remove or replace any ROC member at any time for justifiable reasons.

Members of the ROC must possess a range of risk management expertise
and adequate knowledge of the Group's risk exposures. Membership to
the committee shall be a minimum of six {6}, all of whom must be
incumbent members of the Board, with at least two {2) being
Independent Directors. .

Each commitiee member's tenure shall commence upon  his/her
appoiniment; and shall conlinue to subsist until such time that any one of
the following occurs:

a. the Board withdraws his/her appointment to the ROC:
b. he/she ceases to be an incumbent member of the Board:

! The current Charter was approved and adopled in May 2010, then known as the "Charter of the Group Risk Management
Committee...". In March 2012 the RMC resalved lo change its name from Risk Managemenl Commillee la Risk Oversight
Committee following BSP Circular 749. Only the Charter's title was changed, as tha pravisions in the Charer remain faithlul 1o
those espoused in the said new Circular.



C. he/she voluntarily resigns the committee membership.

4. The Head of Corporate Risk Management Services Group, or his / her

Designate, shall act as the ROC's Secretary.

C. MEETINGS AND ATTENDEES

1.

The ROC shall hold monthly regular meetings and at such additional times
as may be necessary to discharge its duties and responsibilities.

Meetings may be held in any designated area whereby a quorum mary
be physically established, or interactive parficipation by committee
members may be achieved.

The Chair of the ROC presides over regular meetings, with the Vice Chair
taking over in cases wherein the Chair is absent.

Moreover, the Chair shall have the sole authority to call for committee
meetings, authorize the release of the committea's meeting Minutes,
clear matters for inclusion in the meeting Agenda, and set cut-offs for
information that the commitiee may require or consider.

4. Attendees fo ROC meetings shall be in accordance with the following:

a. Mandatory Mead of Risk Management
Head of Corporate Planning
Head of Treasury
Head of Internal Audit
Head of Controllership

b. Right to Attend Al members of the Board

c. By linvitation Any Director, officer or employee
of the Group.

D. VOTING AND QUORUM

1.

The physical presence of at least four (4) members shall constitute g
guorum, provided that either the Chair or Vice Chair is among those
present.

Voting on committee matters shall be on a one member-one vote basis.
Where a guorum is present, a majority vote of all members present shall
consfitute an official action of the ROC, and shall have immediate effect
without need for further confirmation from the Board. unless such action is
one that specifically requires Board confirmation or approval.



3.

When approval of the ROC is immediately needed, but the Committee is
otherwise unable to meet for whatever reason, approval via routing or
elecironic mail shall be considered valid and operative, provided that the
concurrence of at least four (4) ROC members is secured, one of which
must be the Chair's or the Vice Chair's. The said dpproval shouid then be

at least noted by the Committee en-banc in the immediately following
regular ROC meeting.

E. SCOPE OF AUTHORITY AND RESPONSIBILITY

The Committee's scope of authority shall be in accordance with ifs principal
purpose and objective herein set, and guided by the directives as contained in

BSP Circular 456 herein annexed and made an inherent component of this
Charter.

The ROC's responsibilities are:

1.

%1

Review, evaluate, periodically assess for, and report to the Board the
Group's Internal  Capital Adequacy Assessment Process (ICAAP),
especially relating to:

a. Current and projected capital and risk-weighted asset levels and
requirements;

b. Capital allocation among risk-taking units of the Bank;

C. Perceived threats to capital adequacy arising from both identified
and unexpected risk factors:

Censider and evaluate for the Board the levels of risk appetite proposed
by the various risk-taking units of the Group, and to ensure that these
levels are commensurate to g decided risk-reward strategy;

Consider and periodically review product/s and product programy/s
directly related to altering the make-up of the risk profile of the Group;

Evaluate the profile, direction, magnitude and distribution of risks across
the Group from a consolidated perspective, thereby exercising
supervision and review authority over the risk committees of the various
Group subsidiaries:

Develop, implement, and periodically  review the Group's  Risk
Management Framework, ensuring that the same remains effective and

updated, and that implementation is caried out on an enterprise-wide
basis;

Approve and oversee the confinuous development of policies and
procedures designed to:



a. Define, identify, measure, control, and monitor the principal risks
faced by the Group;

b. Establish and communicate risk management confrols throughout
the Bank:

c. Promote a risk culture that requires the highest standards of ethical
behavior by risk taking personnel and risk managers;

Approve and periodically review the Bank’s system of limits covering:

Performance vs. risk appetite:
Risk concentration:
Risk frends;

Risk tolerance levels:

apTo

Oversee compliance to established risk management policies and limits,
and ultimately issue dispositions on risk policy and limit exceptions;

Oversee the system of limits to discretionary autherity that the Board
delegotes to Management, ensure that the system remains effective, that
fhe limits are observed, and immediate corrective actions are taken when
limits are breached:

. Oversee the functioning and performance of the Chief Risk Officer and of

the Group's Corporate Risk Management Services (CRISMS); and assess
the adequacy of resources including personnel, systems, and other risk

management capabilities necessary for the conduct of sound risk
management;

.Provide a forum for sharing sfrategic initiatives o ensure that the risk

management function is able to address and support changes within the
Group in a proactive manner:

- Delegate to Management certain authorifies in the inferest of instituting

an efficient and responsive risk management infrastructure:

-Assume  other responsibilities as are required by existing and future

regulations, and/or delegated to it by the Board from time to time.

F. REPORTING AND SELE-EVALUATION

[

The ROC is entitled to receive periodic reporfs from the subsidiary risk
committees of the Group and from Management on matters relating to
risk and capital pursuant to a schedule that the Committee develops.

The ROC, via its Chair, shali report to the Board on a periodic basis its
actions and dispositions, and with such recommendations as deemed
appropriate or required.



3. The opproved Meeting Minutes of the ROC shall be reported by the ROC
Chair to the immediately following Board Meeting for notation, and

confimation of certain previous ROC action/s requiring final Board
approval,

4. The ROC shall perform an evaluation of its own performance at least on
an annual basis, with the resutts communicated to the Board.

G. CHARTER AMENDMENTS

1. The ROC shall, from time to fime, assess the adequacy of this Charter
and recommend changes thereto fo the Board.
-END-
Adopted by the Risk Oversight Committee on 20 May 2010.

For the Risk Oversight Commitiee:

(SGD) RIZALINO S. NAVARRO
Chairman of the Risk Oversight Committee

Approved / Ratified by the RCBC Board during its May 2010 regular meeting.

Corporate Secretary
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Corporate Governance Committee Charter

This document shall be known as the Corparate Governance Committee Charter adopted pursuant to
Section 1i.D of the 2012 Revised Corporate Governance Manual.

1.0 GENERAL PURPOSE AND AUTHORITY

The Corporate Governance Committee (the "Committee”) is constituted by the Board of Directors {the
“Board") for the following purposes:

1.1

1.2

1.3

1.4

1.5

1.6

1.7

1.8

Oversee the development and implementation of corporate governance principles and
policies;

Review and evaluate the qualifications of the persons nominated to the Board as well as
those nominated for election to other positions requiring appointment by the Board;

Identify persons believed to be qualified to become members of the Board and/or the Board
commitiees;

Assist the Board in making an assessment of the Board's effectiveness in the process of
replacing or appointing new members of the Board and/or Board Commitiees;

Assist the Board in developing and implementing the Board's performance evaluation
process and rating system that constitute a powerful and valuable feedback mechanism to

improve board effectiveness, maximize strengths  and highlight areas for further
development;

Provide guidance to and assist the Board in developing a compensation philosophy or policy
consistent with the culture, strategy and control environment of the Company;

Oversee the development and administration of the Company's executive compensation

programs, including long term incentive plans and equity based plans for Officers and
Executives; and

Assist the Board in the performance evaluation of and succession planning for Officers
including the CEQ and in overseeing the development and implementation of professional
development programs for Officers.

2.0 COMPOSITION

2.1

22

The committee shall be composed of at least three {3) members of the Board of Directors,
two (2) of whom shall be independent directors, inciuding the chairman.

The chairman and the members of the Committee shall be appointed by the Board. An
independent director who is a member of any committee that exercises executive or
management functions that can potentially impair such director's ndependence cannot
accept membership in the Committee without prior approval of the Monelary Board.'

BSP Circular No. 757, Series of 2012,
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3.0

4.0

23

2.4

The Board may appoint one or more individuals to serve as advisor(s) to the Committee.
The advisors shall have the right to attend and speak at any meeting of the Committee, but
shall not have the right to vote on any action of the Commitiee.

The chairman of the Comrmittee or any of its members may be removed from office only by
the Board. If the office of the member is vacated, the Board shall appaint a new member in
order to meet the required composition of the Committee.

QUALIFICATIONS

31

3.2

3.3

3.4

The chairman of the Committee shall be an independent directar,

The members of the Committee who are directors or independent directors shall possess the
same qualifications and none of the disqualifications of a director or independent director, as
the case may be.

The members of the Committee shall be provided periodic professional education/training.

The members of the Committee who have been absent or who have not participated for
whatever reason in more than fifty percent (50%) of all meetings, and members who failed to
physically atiend for whatever reasons in at least twenty-five percent (25%) of all meetings
during the year, shall be disqualified for reappointment in the succeeding election, except
that if the chairman certifies that said members were given the agenda for the meeting and
their comments/discussions thereon were taken up in the meeting, said members shail be
censidered present in the meeting.

MEETINGS

4.1

4.2

4.3

4.4

4.5

The Committee shall meet as frequently as considered necessary by the Committee,
Meetings of the Commitlee shall be convened by the chairman as deemed appropriate or
upon request of the majority of the members.

A quorum will comprise of majority of the members of the Committee. Voting on Committee
matters shall be on one member — one vote basis. Majority vote of all members present
shall constitute an official action of the Commiittee.

The members of the Committee shail attend its meetings in person or through
teleconterencing and videocorferencing conducted in accordance with the rules and
regulations of the SEC in such a manner that will allow the member who is taking part in said
meetings to actively take part in the deliberations on matters taken up therein, except when
justifiable causes prevent his attendance lo ensure that the quorum requirement will be met.

Justifiable causes include, but are not limited to, grave illness or death of an immediate
family or serious accidents.

The notice and agenda of the meeting shall be furnished to the members prior to each
meeting and will include relevant supporting papers as appropriate.

Minutes of the meeting shall be submitted to the Board of Directars,
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5.0

DUTIES AND RESPONSIBILITIES

51

52

5.3

5.4

55

5.6

57

5.8

The Committee shall assist the Board in fulfilling its corparate governance responsibilities.

The Committee shall be responsible for ensuring the Board's effectiveness and due
observance of corporate governance principles and guidelines. It shall oversee the periodic
performance evaluation of the Board and its committees and executive management; and
shall also conduct an annual self-evaluation of its performance.

The Committee shall also decide whether or not a director is able to and has been
adequately carrying out his/her duties as director bearing in mind the director's confribution
and performance (e.g. competence, candar, attendance, preparedness, and participation).

Internal guidelines shall be adopted that address the competing time commitments that are
faced when directors serve on multiple boards.

The Committee shall make recommendations to the Board regarding the continuing
education of directors, assignment to Board committees, succession plan for the Board

members and senior officers, and their remuneration commensurate with corporate and
individual performance.

The committee shall decide the manner by which the Board's performance may be
evaluated and propose an objective performance criteria approved by the Board. Such

performance indicators shall address how the Board has enhanced long term shareholder’s
value.

The Committee shall monitor compiiance of the submission of the Annual Corporate
Governance Scorecard on the scope, nature and extent of the actions taken to meet the
objectives of the SEC's Revised Code of Corporate Governance.

The Committee shall be responsible for the amicable resolution of disputes and/for settle
conflicts or differences between the Bank and its stockholders, and the Bank and third
parties, including regulatory authorities.

On Executive Compensation and Remuneration :

a. The Committee shall establish a formal and transparent procedure for developing a
policy on executive remuneration and for fixing the remuneration packages of
corporate officers and directors, and provide oversight over remuneration of senior
management and other key personnel ensuring that compensation is consistent with
the Corporation’s culture, strategy and control environment.

b. It shall designate amount of remuneration, which shall be in a sufficient level to

attract and retain directors and officers who are needed to run the company
successfully.

C. The Committee shall develop a form of Full Business Interest Disclosure as part of
the pre-employment requirements for all incoming officers, which among others
compel all officers to declare under the penalty of perjury all their existing business

interests or shareholdings that may directly or indirectly conflict in their performance
of duties once hired.

d. It shall disallow any director to decide his or her own remuneration.
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5.9

It shall provide in the Bank’s annual reports, information and proxy statemenis a
clear, concise and understandable disclosure of compensation of its executive
officers for the previous fiscal year and the ensuing year,

It shall review the existing Human Resources Pohicy Manual or Personnel
Handbook, to strengthen provisions on conflict of interest, salaries and benefits
policies, promotion and career advancement directives and compliance of personnet

concerned with all statutory requirements that must be periodically met in their
respective posts.

Or in the absence of such Personnel Handbook, it shall cause the development of
such, covering the same parameters of governance stated above.

On Nominations to the Board of Directors

To the extent practicable, the members of the Board shall be selected from a broad
pool of qualified candidates. The Committee shall pre-screen and shortlist all
candidates nominated to become a member of the Board in accordance with the
gualifications and disqualifications enumerated in the Bank’s Corporate Gavernance
Manual. in selecting independent directors, the number and types of entities where
the candidate is likewise elected as such shall be considered to ensure that he will
be able to provide sufficient time to effectively carry out his duties and
responsibilities. it shall also review and evaluate the qualifications of those persons
nominated to other positions requiring appointment by the board of directors.

In consultation with the executive or management committee/s, it shall re-define the
role, duties and responsibilities of the Chief Executive Officer by integrating the
dynamic requirements of the business as a going concern and future expansionary
prospects within the realm of good corporate governance at all times.

The Committee shall consider the following guidelines in the determination of the
number of directorships of a nominee for the Board:;

c.1 The nature of the business of the Corporations which he is a director;

c.2 Age of the Director;

c.3 Number of directorships/active memberships and officerships in other
corporations or organizations; and

c.4 Possible conflict of interest.

The optimum number shall be related to the capacily of a director to perform his duties
diligently in general.
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6.0

7.0

REPORTING

The Committee shall report periodicall
specify opinions and official actions
Board of Directors.

y to the Board. Minutes of meetings of the Committee which
of the Committee on various matters, shall be disclosed to the

CHARTER AMENDMENTS

7.1 The Committee shall from time o

time assess the adequacy of the Charter and recormmend
changes thereto to the Board.

7.2 The Committee charter shall be approved by the Board of Directors and reviewed and
updated at least annually or whenever there are significant changes therein,



The RCBC Trust Committee Charter

1.

Composition

The Commiltee shall be composed of at least five members, including the President, the
Trust Oflicer and three direclors appointed by the Board of Directors, who are not part of
the day-lo-day managemenl ol banking operations and are not members of the bank’s
Audit Commitiee,

Meetings

2.1 The Committee shall meet monthly or more frequently when decmed necessary
by the Commiltee.

2.2 The notice and agenda of the meeting will include relevant supporting papers as
appropriale.

2.3 A quorum will comprise of majorily of the members of the Commitlee,

2.4 The meeting shall be presided by the Commitlee Chairman or in his/her absence,

a delegaled alternale.

2.5 Minutes of the meeting shall be submitted to the Board of Dircctors, for notation,
contirmation and approval ol the acts and proceedings sel forth in said minutes.

Duties and Responsibilities

The Trust Commitiee shall be primarily responsible for overseeing the fiduciary activitics
of the bank (hrough the determination, formulation, implementation and periodic review
of the general policies and guidelines which will govern the bank’s trust business,
including but not limited to:

3.1 Ensuring that the conduct of fiduciary activities arc in accordance with applicable
laws, rules and regulations and prudent practices

32 Translating the board’s objectives and risk tolerance into prudent operating
standards

33 Implementation of (he risk management [ramework to ensure Lhal internal
controls are in place

34 Adopting an appropriate organizational structure/stalTing pattern and operating
budgets that enable the trust organization Lo effectively carry out its functions

3.5 Overseeing and evaluation of the performance ol the Trust Officer
3.6 Acceptance and termination of accounls
3.7 Approval of recommendations ol management on the investment, reinvesiment

and disposition of {unds or property held in trust or other fiduciary capacity.
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3.10

Periodic review of trust, investment management and other liduciary accounts

Moniloring the proper implementation of the policics and guidelines established
[or the trust business.

Compliance with applicable laws and regulations and management of risks,

Conducting regular meelings and reporting regularly fo the Board of Dircctors on
matters arising from liduciary activities

Performing other responsibilitics as may be delegaled by the Board ol Dircclors



CHARTER
OF THE
TECHNOLOGY COMMITTEE
OF
RIZAL COMMERCIAL BANKING CORPORATION
AND ITS SUBSIDIARIES

A. PRINCIPAL PURPOSE / OBJECTIVE

The Technology Committee (TechCom) is a Board-level committee of the Rizal
Commercial Banking Corporation (RCBC) Board of Directors (the Board), from
which it derives its authority and to which it regularly reports. The TechCom
exercises authority over all IT Project Steering Committees of the various RCBC
Business Groups and subsidiaries (The Group), with the principal purpose of
assisting the Board in fulfilling the following oversight responsibilities:

L. Approves major IT investments.

2. Manages and aligns IT initiatives across the Group.

3. Reviews status of major projects.

4. Prioritizes IT initiatives, when warranted

5. Evaluates emerging IT solutions for use of the Group.

6. Reviews and resolves IT risks and other IT related issues raised in the
TechGom.

7. Ensures compliance to BSP rules and requlations relating to Information
Technology

B. MEMBERSHIP, ORGANIZATION AND TERM OF OFFICE

1. The Board has the sole authority to appeint the members of the TechCom
and its Chairman. As such, it is also the Board's sole discretion to remove or
replace any TechCom member at any time for justifiable reasons.

2. Membership to the TechCom shall be a minimum of five (5), all of whom must
be incumbent members of the Board in the RCBC group of companies.

3. Each TechCom member’s tenure shall commence upon his/her appointment:
and shall continue to subsist until such time that any one of the following
occurs:

a. The Board withdraws his/her appointment to the TechCom;
b. He/she ceases to be an incumbent member of the Board:
C. He/she voluntarily resigns the committee membership.



4. The Head of IT Shared Services Group (ITSSG), or his/her designate, shall
act as the TechCom Secretariat.

C. MEETINGS AND ATTENDEES

1. The TechCom shall hold monthly regular meetings and at such additional
times as may be necessary to discharge its duties and responsibilities.

2. Meetings may be held in any designated area whereby a quorum may be
physically established, or interactive participation by committee members
may be achieved.

3. Attendees to the TechCom meetings shall be in accordance with the

following:
a. Mandatory Head of the IT Shared Services Group
b. Right to attend Regular members of the TechCom
Presidents of all RCBC subsidiaries
¢. By Invitation Any Director, officer or employee in the RCBC

Group and any independent technical adviser

D. VOTING AND QUORUM

1. The physical presence of at least three (3) members shall constitute a
gquorum. In the absence of the Chairman, a designated Chairman is
appointed from the other members.

2. Voting on TechCom matters shall be on a one member-one vote basis.
Where a quorum is present, a majority vote of all members present shali
constitute an official action of the TechCom, and shall have immediate effect
without need for further confirmation from the Board.

3. When approval of the TechCom is immediately needed, but the Committee is
otherwise unable to meet for whatever reason, approval via routing shall be
considered valid and operative, provided that the concurrence of at least
three (3) TechCom members is secured, one of which must be the Chairman.

E. SCOPE OF AUTHORITY AND RESPONSIBILITY
The Committee’s scope of authority shall be in accordance with its principal
purpose and objective herein set, and guided by the directives as contained in
BSP circulars related to Information Technology herein annexed and made an
inherent component of this Charter.



The TechCom's responsibilities are:
L. Approves major IT investments.
Manages and aligns IT initiatives across the Group.
Reviews status of major projects.
Prioritizes IT initiatives, when warranted
Evaluates emerging IT solutions for use of the Group.
Reviews and resolves IT risks and other IT related issues raised in the
TechCom.

7. Ensures compliance to BSP rules and regulations relating to Information
Technology

p—

A e

F. REPORTING AND SELF-EVALUATION

1. The approved Meeting Minutes of the TechCom shall be immediately
reported by the ITSSG Head to the Board for notation.

2. The TechCom shall perform an evaluation of its own performance at least on
an annual basis, with the results communicated to the Board.

3. The TechCom is entitled to receive any ad hoc report from the IT Shared
Services Group on matters relating to Information Technology.

G. CHARTER AMENDMENTS

The TechCom shall, from time to time, assess the adequacy of this Charter and
recommend changes thereto to the Board.
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BOARD OF DIRECTORS ’ 13 JULY 2011

SUBJECT : UPDATING OF THE PERSONNEL EVALUATION & REVIEW

COMMITTEE (PERC) CHARTER

L1

I11.

TITLE

This document shall be known as the Charter of the Personnel Evaluation and Review
Committec of the Rizal Commercial Banking Corporation (“RCBC”™). Ii shall contain the
organization, purpose, poweis and authorities of the said Committee.

This document shall also guide and govern the actions, recommendations, resolutions and
decision of the Personnel Evaluation and Review Commitiee.

CREATION

There is hereby created a Personnel Bvaluation and Review Committec, which shall act upon
authority of the Board of Dircclors of the RCBC, and which is tasked primarily to evaluate
and review employee discipline areas.

lo the performance of its functions, the Committee shall adhere to the following guidelines:

- first, the duty to protect the Bank’s assets, resources and interests; and second, the obligation

to observe due process in the conduct of the investigations.

PURPOSE

The Personnel Evaluation and Review Committee is created by the Board ot Directors for the

Tolowing purposes:

L. To act as an independent body in the evaluation and review of cases involving dishonesty,

fraud, negligence or violation of any internal Bank policy, rule or procedure committed by
an RCBC employee.

2. To ensure that the appropriate preventive, corrective and disciplinary measures are
imposed on cases involving dishonesty, fraud, negligence or violation of any internal
Bank policy, rule or procedure committed by an RCBC employec.

3. Such other purposes as may be necessary in the performance and discharge of its
functions. '

?/F Y Tower I, LP. Leviste corner Gallardo Sireets, Salcedo Villkage, Makoti City 0727 1
Telephone No: (632)817-0021 Locals 204 & 211
www.rihe.com

CONFIDENTIAL DOCUMENT



IV, MEMBERSHI1IP

The Board of Dircetors shall appoint the members of the Personnel Evaluation and Review
Committee who shall serve for a period of one (1) year, or until their successors have been
duly appointed.

VL. POWERS AND AUTHORITIES

The Personnel Evaluation and Review Committee shall have the following powers and
authorities:

L. Affirm, review, revise, reverse or modify any resolution arrived at or action taken by
management in connection with RCBC employee administrative cases involving any of
the following:

1.1 Dishonesty

1.2 Fraud

1.3 Negligence, violation of any internal Bank policy, rule or procedure or any act which
resulls to an actual or potentizl loss to the Bank of al lease One Million Pesos
(P1,000,000.00)

2. Report to the Board of Directors the actions taken against employees involved in the cases
mentioned above,

3. Advisc management Lo lake certain corrective and preventive measures for the protection
of the Bank’s interests in relation to any ol the cases mentioned above.

PIEY Tower I, LP. Leviste carner Gallardo Sireets, Salcedo Villoge, Makati Cily 0727 2
Telephone Na: (632)817-0021 Locals 204 & 211
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4. Direct the Security Department to take police action, the Legal Affairs Division to take
fegal action, or any other unit of the Bank to takc appropriate action for the protection of
the Bank’s interests, whenever it deems it necessary, with regard to any of the cases
mentioned above,

5. Ensure that in all cascs involving cmployee discipline, the requircments of due process are
strictly observed and the employee concerned is granted opportunity 1o defend or explain
his side.

6. Exercise such other powers and authorities as the Board of Directors may impose.

VILEFFECTIVITY AND AMENDMENTS
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10. Has kept himself informed of the industry developments
and business trends in order 1o safeguard the
institutien’s competitiveness

11. Observed conlidentiality over non-public information
acquired by reasan of the posilion as directors

12. Ensured the continuing soundness, effectiveness and
adequacy of the Bank's control environment

Board of Directors’ Assessment

B. Specific duties and Responsibilities of the Board of Directors

COMPLIANCE AREA

Gommittee Roles, Duties and Responsibilities

RATING

EXPLANATION/REASON/
INCOMPETENCIES

1. Applied the fit and proper standards in
the selection and appointment of key
personnel wha are qualified to administer
the Bank’s affairs effectively and soundly
and adopted an effective succession
planning program for senior management

2. Established objectives, drew up a
business strategy far achieving them, and
reviewed Bank's performance against the
plan

3. Conducted the affairs of the Bank with
high degree of integrity through the
formulation and implementation of
policies and procedures that ensure
transparency and effective monitoring of
related parly transactions; provided
policies that will prevent the use of the
Bank's facilities in furtherance of criminal
and other illegal activities

4. Established, approved and ensured
compliance with sound written policies,
i.e., written policies were adopted on all
major *  business activities, e.g.,
tnvestments, loans, assets and liability
management, business planning and
budgeting, including major capital.
expenditures, through an independent
audit mechanism

5  Prescribed a clear assignment of
responsibilities  and  decision-making
authorities, incorporating a hierarchy of
required approvals from individuals to the
board of direclors.

6. Effectively supervised Bank's affairs
through the establishment of a system of
checks and balances by assessing the
CEO and key managers and by the latter,
over the line officers of the Bank

7. Monitored, assessed and controlled the
performance of management by means
of a reporting system thal provided

2




retevant and timely information for the
effective assessment of management
performance

Assessed at least annually its
performance and effectiveness as a
body, as well as its various committees
and the CEO

Approved and oversaw the implementation of
risk management policies; defined the Bank's
level of risk toclerance and approved and
oversaw of the implementation of policies and
procedures relating to the management of
risks throughout the inslitution, including ils
trust operations.

10.

Defined appropriale governance policies and
practices for the Bank and for its own work
and established means to ensure thal such
are followed and periodically reviewed for
ongoing improvement;, established and
actively  promoted, communicated and
recognized sound governance principles and
practices to reflect a culture of strong
governance as seen by both internal and
external stakeholders,

11.

Effectively utilize the work conducted by the
internal  audit, risk management and
compliance functions and the external
auditors.

12.

Met regularly wherein independent views
were given full consideration and all
meetings were duly recorded

13.

Informed the shareholders through a
balanced and understandable
assessment of the Bank’s performance
and financial condition and adequately
addressed other shareholders’ concerns

14.

Ensured that the Bank has beneficial
influence on the economy by providing
services and facilities that are supportive
of the national economy

15.

Conducted and maintained the affairs of
the institution within the scope of its
authority as prescribed in its charter and
in accordance with all relevant laws,
rules, requlations and best practices

16.

As the Board of the parent Bank, exercised
over-all  responsibility for  defining  an
appropriate  governance framewark  that
contributed 1o the effective oversight over
entities in the group.




Rating Form

The rating shall be one {1) to three (3)

» In accordance with the following criteria:

Rating Description h{
One {1) Failed 1o Meet Expectation

Two (2) Mel Expectations

Three (3) Exceeded expectations

Executive Committee

Specific Duties and Responsibilities of the Executive Committee

-

Committee Roles, Duties and Responsibilities

COMPLIANCE AREA

RATING

EXPLANATION/REASON/
INCOMPETENCIES

Conducted reqular meetings  of the
Committee

Reviewed, discussed, approved and
noted al matlers of general policy,
internal and/or regulatory, periodically
referred to the committee

Evaluated and approved the
establishment  and/or  relocation of
business centers and all attendant
maiters relative to the retail banking
business

Discussed, reviewed, assessed,
monitered  and/or  approved  other
management matters involving treasury
and telemoney transactions,
amendments to policy and product
manuals, write-offs, etc.

Discussed thoroughly loan matters
referred to the Committee for approval
and/or review and endorsement to the
Board

Reviewed on a regular basis the
impairment of assets and loans to ensure
timely recognition and resolution as well
as lo ensure adequate provisioning for
impairment losses

Reviewed and approved new hires and/or
promotion of associates from managers
down

Acted diligently and conscientiousty on all
matiers delegated and entrusted by the
Board to the Committee for action,
monitoring, assessment and/or approval




Sefting of
Commiltee
Shucture and
Operation

Committee size
Independence requirement
Gualifications, skills and
altribules of members and Chair
Financial knowledge of
members

Succession plan for members .
and Chair

Meelings {frequency, elc.)
Reporting to the Board and
issuance of cerlifications on
crifical compliagnce issues
Evaluations

Resources including access to
oulside advisors

. Training and educalion

Oversight on
Financial
Reporting and
Disclosures

Exienl of understanding of the
company's business and
industry in which it operates
Complionce with financiol
reporiing regulations
Recognition of management's
responsibilily aver the financial

" slatements

&

. Appropriateness of accounting

policies adopted by
management

Reasonableness of eslimales,
assumplions, and judgrments
used in the preparction of
financial stalerments
Identificaticn of material errors
and fraud. and suificiency of risk
controls

Actions or measures in case of
finding of erer or fraud in
financial reporling

Review of unusual or complex
kransactions including all related
party fransaciions ,
Cetermination of impact of new
accounting standards and
interprelotions

. Assessiment of financial annual

and interim reports as 1o
completeness, clarily,
consistency and accuracy of
disclosures of material
information including on
subsequent evenls and related
party transaclions

. Review and approval of

management representation
letter before submission o
external auditor

5




12,

Communication of t
AudCom with legal counsel
covering litigation, clairms,
conlingencies or ofher
significant legal issues that
impac! financial statements

. Fair and balance review of

financial reports

. Assessment of

corespondence belwaen
the company and
regulators regarding
financial statement filings
and disclosures

Oversight on
Risk
Management
and Intemal
Controls

10.

. Obtaining maonagement’s

assurance on the slale of
internal contrals

Review of internal auditor's
evoluation of internal
conlral s

Evaluation af internal conirol
issuas raised by external
audilors

Assessment of conlroal
environment including 1T
systems and funclions

. Setfing a framework for

fraud prevention and
deleclion including whistie-
blower program
Delberalion on findings of
weakneasses in confrols and
reporting process
Understanding and
assessment of identified risks
Evaluation of sufficiency
and effecliveness of risk
management processes
and palicies

Preparalion and
implemenlalion of a
Business Confinuity Plan
Promotion of risk awareness
in the organization

Overslghi on
Management
and Intemnal
Audit

. Evalualion of complionce

with the Code of Conduct
for management
Communication with
management and internal
auditor

Assessmen] of adequacy of
resources and
independence of Internal
Auditor

Gudlifications of an Interncl
Auditor

In-house o1 outsource
internal audit funclion

3




Complionce with
Internalional Standards on
the Protessional Practice of
Internal Auditing

. Review and approval of

iMternal audit annual plon

. Exfent and scope of

inlernal audit work
Reporling process

Oversight on
Exfernql Audit

. Assessment of

independence and
professional qualifications
and competence of
external auditor
Engagement and rofation
process of external auditor
of firm

Review and approval of
scope of work ond fees of
external audilor
Assessment of non-audil
services

Underslanding
disagreements between
the quditor and
management

Actions on the findings of
exiernal qudiler
Management’s
competence regarding
financial reporling
responsibilities including
aggressiveness and
reasonableness of decisions
Evalualion of performance
of external audit-
recppointment and
resignation

Compliance of exiernal
audiifor with auditing
slandards

. Completeness and

timeliness of
communication with
external auditor as fo
critical policies, alternalive
treaiments, observaltions on
internal controls, audit
adjustments,
independence, limilations
on lhe qudit work set by the
management, and othear
material issues Thal affect
the audit and financial
reporling.
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Oversight Function
ICAAP
Risk vs Reward Strategy
Risk Profile & New Products
Group & Subsidiaries

Risk Management Framework

Risk Management Policy

Risk Limits

Risk Compliance

Risk Delegation

Risk Forum

RMC Overall Performance

CRISMS Performance




Rating Form

The rating shall be one (1) to three (3), in accordance with the following criteria:

Rating Description
QOne (1) Failed to Meet Expectation

Two {2} Met Expectations
Thrae (3) Exceeded expeclations

Corporate Governance Committee Assessment

Specific Duties and Responsibilities of the Corporate Governance Committee

Commitiee Roles, Duties and Responsibilities

COMPLIANCE AREA

RATING

EXPLANATION/REASON/
INCOMPETENCIES

1. On oversight responsibility —

self-avalualion of its performance

a) Conducted annual evaluation of the CGEQ, the Board
and its committees and executive management and

adequately carried out his duties as a director

b) Reviewed the performance of individual directors to
ascertain whether said director is able 1o and has

publicly listed companies

¢) Monitored and reviewed compliance with corporate
governance through the submission of the Annual
Corporate Governance scorecard for banks and for

remungration

d) Recommended continuing education for directors,
assignment to board committee, succession plan for

board members and senior officers and their

e) Resolved disputes and/or setiled conflicts or differences
between lhe Bank and its stockholders, and the Bank
and third parties, including regulatory authorities, if any

2." On executive compensation and remuneration —

procegures on executive remuneration

a) Established formal and transparent policies and

campany successfully

b) Designated amount of remuneration sufficient to attract
and retain directors and officers needed to run the

of executive compensation in annual reports

¢) Provided clear, concise and understandable disclosure

etc.

d} Reviewed ' and strenglhened provisions of existing
policies on conflicts of interest, salaries and benefits,
promoticn  and career advancement directives,
compliance of personrtel with all statutory requirements
that must be periedically met in their respeclive posts,

their duties once hired

8) ‘Ensured that all incoming officers have declared all
their existing business interests or shareholdings that
may direclly or indirectly condlict in the performance of

3. On nomination to the Board of Directors

members of the board and/or board committees

a) |dentified persons believed to be qualified to become

b) Reviewed and evalualed the gualifications of persons
nominated to the Board as well as those nominated to
other positions requiring appointment by the Board

nominee for the Board

¢} Determined the optimum number of directorships of a

committees

d) Redefined the rofe, duties and responsibilities of the
CEO in consultation with the executive or management




Rating Form

The rating shall be one (1) to three (3), in accordance with the following criteria:

Rating Description
One (1) Failed to Meet Expectation

Two {2) Met Expeclations
Three (3} Exceeded expectalions

Trust Committee

Specific Duties and Responsibilities of the Trust Committee

Committee Roles, Duties and Responsibilities

COMPLIANCE AREA

RATING

EXPLANATION/REASON/
INCOMPETENCIES

Formulated policies and guidelines relative to
the trust business

1
2.

Conducted  oversight on the proper
administration and management of accounts
accepted

fvaluated and approved the
recommendations of management on the
mvestment, reinvestment and disposition of
funds or property held in trust or other
fiduciary capacity

Reviewed pericdically the management of
risks in the conduct of the trust business

Monitored the proper implementation of the
policies and guidelines established for the
trust business

Reviewed compliance of the trust business
with applicable laws and regulations

Effectively directed and supervised the trust
business of the bank




Rating Form

The rating shall be one (1) to three (3), in accordance with the following criteria:

Rating

Description

One (1)

Failed to Meet Expectation

Two (9)

Met Expectations

Three (3)

Exceeded expectations

Technology Committee

Specific Duties and Responsibilities of the Technology Committee

Commiltee Roles, Duties and Responsibilities

COMPLIANCE AREA

RATING

EXPLANATION/REASON/
INCOMPETENCIES

Supported and executed the overall
strategy, direction and control for ail IT
initiatives including prioritization of 1T
projects/initiatives

Reviewed, monitored and reported the
performances of various IT applications
as well as status of various [T projects

Evaluated and determined Bank's
hardware/software purchases in
accordance with the overall strategy and
direction of the Bank




Rating Form

The rating shall be one (1) to three (3), in accordance with the following criteria:

Rating Description
One (1) Failed to Meet Expectation

Two (2) Met Expectations
Three {3} Exceeded expectations

Personnel Evaluation and Review Committee

C. Specific Duties and Responsibilities of the Personnel Evaluation and Review Committee

Committee Roles, Duties and Responsibilities

COMPLIANCE AREA

HATING

EXPLANATION/REASON/
INCOMPETENCIES

Reviewed, revised, affirmed, reversed or
modified any resolution arrived at or
action taken by management in
connection with  administrative cases
against erring employees

RHeported to the Board of Directors
actions taken against erring employees

Advised management 1o take certain
cofrective and preventive measures for
the protection of Bank’s interest

Directed the appropriate department or
unit of the Bank to take the proper
action(s) for the protection of Bank's
interests whenever deemed necessary

Strictly observed due process in all cases
involving employee discipline

Exercised such other powers and
authorities as the Board of directors may
impose




Rating Form

The rating shall be one (1) to three (3), in accordance with the following criteria:

Rating Description

One (1) Failed to Meet Expectation

Two (2} Met Expectations

Three (3) Exceeded expectations
Board of Directors’ Assessment
Duties and Responsibilities of the Director
Directors Self-Assessment
A. Specific Duties and Responsibilities of the Directors

COMPLIANCE AREA
Committee Roles, Duties and Responsibilities RATING EXPLANATION/AEASON/

INCOMPETENCIES

Remained fit and proper for the position for the duration
of the term; treated board directorship as a
profession and had a ciear understanding of
duties and responsibiliies as well as role in
promoting good governance,

Conducted fair business lransaclions with the bank and
has ensured that personal interest does not bias board
decisions

"ol the amount of their stockholdings, and other

Acted honestly and in good faith, with loyalty and in the
best interest of the institution, stockholders, regardless

stakeholders such as its  deposilors, investors,
borrowers, other clients and the general public.

Devoted time and altention necessary lo properly
discharge duties and responsibilites, including
familiarization with the banking business

421}

Constantly aware of the institution’s condition and has
conitrbuted meaningfully to the board's work. Has
attended and. actively participated in board and
committee meelings, requested and reviewed meeling
materials, asked questions, and requested explanations

Acted judiciously; before deciding on any matter brought
before the board of directors, has tharoughly evaluated
the issues, asked questions and sought clarifications
when necessary

Contributed significantly to the decision-making
process of the Board

Exercised independent judgment, has reviewed each
problem/situation objectively. In cases of
disagreements with others, had carefully evaluated the
situation and stated his position for the benefit of the
institution

With sufflicient working knowledge of the statutory and
regulatory  requirements  affecting the institution,
including the content of its articles of incorparation and
by-laws, lhe requirements of the Bangko Sentral ng
Pilipinas, and where applicable, the requirements of
other regulatory agencies




Rating Form

The rating shall be one (1) to three (3}, in accordance with the following criteria:

Rating Description

One (1) Failed to Meet Expectation

Two (2) Met Expectations

Three {3) Exceeded expectalions
CEQ Assessment
Duties and Responsibilities of the Chief Executive Officer
COMPLIANCE AREA L
Committee Roles, Duties and Responsibilities RATING EXPLANATION/REASON/

INCOMPETENCES

The CEO in collaberation with the board,
articulated a clear vision for the fulure of the
organization

Used the mission of the organization as a
guide in making decisions

Engaged lhe board in meaningful strategic
thinking about the organization

Developed appropriate goals and objectives to
advance the mission

Executed and administered the policies
approved by the Board

Frovide the Board with a balanced and
understandable account of the Bank's
performance, financial condition, results of
operations grospects on a reqular basis.

Effectively led the management in
implementing strategic objectives and annual
qoals.

Ensured that the business and affairs of the
Bank are managed in a sound and prudent
manner and that operational, financiai and
internal control are adequate and effective to
ensure reliability and integrity of financial and
operational information, effectiveness and
efficiency of operations, safeguarding of
assets and compliance with laws, rules,
requlations and contracts.

Effectively directed and supervised the
operations and management of the bank




	RIGonzalesDESKTOP_20090322_031209.pdf
	page 1




