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SECURITIES AND EXCHANGE COMMISSION MAY 10 2016 | (10
SEC Building EDSA Greenbhills 7 ~ 7
Mandaluyong City T
Attention Director Justina F. Callangan ‘
Corporate Governance and Finance Department
Re : Annual Corporate Governance Report:

Consolidated Changes for the Calendar Year 2015

Dear Director Callangan:
We submit herewith the attached Consolidated Changes for the Calendar Year 2015.

Changes and/or revisions during the year 2015 were timely disclosed in reports and
submissions when required. We shall submit the consolidated changes for confirmation
of the Board in its regular meeting scheduled on 30 May 2016, and hereby undertake to
submit the secretary’s certificate pertinent thereto immediately thereafter.

Very truly yours,

RIZAL COMMERCIAL BANKING CORPORATION

B}%A
ATTY. MARIA CELIZ/(?:]’ERNAND -ESTAVILLO

Corporate Secretary

Put, iy 77 ibaonaler
FVP MA. FEP. SALAMATIN
Compliance Officer
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A. BOARD MATTERS

1. Beard of Directors

(@) Composition of the Board

Complete the table with information on the Board of Directors:

Amb. Alfonso T. | NED N/A Corporate Honorary June 29, Annual 12 years
Yuchengco Governance | Chairman 2015 SH
Committee {May 27, Meeting
2002-June June 29,
2004, June 2015
2005)
Board
Helen Y. Dee NED N/A Corporate Chairpersen
Governance | (June 2005) | June 29, Annual 10 years
Committee Director 2015 SH
{March Meeting
2005} June 29,
2015
Director /
Lorenzo V. Tan® | ED N/A Corporate President
Governance | and CEQ June 29, Annual 8 years
Committee {February 1 2015 SH
2007/April 1, Meeting
2007) June 29,
2015
Director
Cesar E.A. NED N/A Corporate (1995)
Virata Governance | Corporate June 29, Annual 20 years
Committee Vice- 2015 SH
Chairman Meeting
{June 22, June 29,

! Reckoned from the election immediately following January 2, 2012,
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2000) 2015
Atty. Teodoro D. | NED N/A Corporate June 28, June 29, Annual 16 years
Regala Governance | 1999 2015 SH
Commitiee Meeting
' June 29,
2015
March 27,
Atty. Wilfrido E. | NED N/A Corporate 2006 June 29, Annual 9 years
Sanchez Governance 2015 SH
Committee Meeting
: June 29,
2015
Director
Atty. Ma. Celia ED N/A Corporate {June 2005) | June 29, Annual 10 years
H. Fernandez- Governance | Corporate 2015 SH
Estavillo Committee Secretary Meeting
{February June 29,
2005) 2015
Medel T. Nera NED N/A Corporate July 25, June 29, Annuai 4 years
Governance | 2011 2015 SH
Committee Meeting
June 29,
2015
Tze Ching I, NED Cathay Corporate November June 20, Annual 4 years
Chan | Life Governance | 28, 2011 2015 SH
Insurance | Committee Meeting
Co. Ltd. ' June 29,
2015
Yuh-Shing NED Cathay Corporate April 27, June 29, Annual 2mos.
(Francis) Peng Life Governance | 2015 2015 SH
Insurance | Committee Meeting
Co. Ltd, June 29,
2015
John Law NED Cathay Corporate April 27, June 29, Annual 8mos
Life Governance | 2015 2015 SH
Insurance | Committee Meeting
Co. Ltd. June 29,
2015
Richard NED Internatio | Corporate September June 29, Annual 1 year
Westlake nal Governance | 29, 2014 2015 SH
Finance Committes Meeling
Coarporati June 29,
on 2015
Independent
Armando M, D N/A Eduarde S. Director June 29, Annual 12 years
Medina Lopez / not February 26, | 2015; SH
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related 2003 3 years Meeting
June 28,
2015
Independent
Francisco C. D N/A Eduardo S. Director June 29, Annual 9 years
Eizmendi, Jr. Lopez / not May 2006 2015; SH
related : 3 years Meeting
June 29,
2015
Independent
Antonino L. 1D N/A Eduardo S. Director June 29, Annual 8 years
Alindogan, Jr. ' Lopez / not September 2015; SH '
related 24, 2007 3 years Meeting
June 29,
2015

*as_of 31 December 2015

(b} Provide a brief summary of the cor
adopted. Please emphasize the polic
the rights of minority shareholder

responsibilities.

The latest revised Corporate Governance M
2015, a copy of which is attached hereto as
Manual incorporates provisions from SEC Memorandum
Revised Code of Corporate Governance to inciude refer
amended by Circular No. 757 re:
Supervised Financial Institutions,”
from the "Principles for Enhancing Corporate Governance”
Supervision and the Maharlika Board listing and disclosure

Scorecard.

As a policy statement under the Bank’
ensure that men and women who
namely:

da.

b.

As a policy, the Board of Directors shall in
Manual, which shall guide alf relations with
public.

The Manual provides for the powers and authorit
Board and the duties and res

Transparency or the availability of information throu

requirements;

Accountability which involves providing adequate incentives
environment the discipline to act in the best interest of the compa
Fairness/equity which implies that the rights of all concerned
shall not cnly promote the interest of stockholders but also th

cther applicable laws and re

depositors, investors and borrowers.

international best practices.

Under Section 11.A.2.2.5 of the Manual, it is th
Bank’s major and other stakeholders {

7

anual was appraoved b
Annex “A”

porate governance policy that the board of directors has
y/ies relative to the treatment of all shareholders, respect for
s and of other stakeholders, disclosure duties, and board

y the Board of Directors last 25 May

and made an integral part hereof, The revised

Circular No. 9, series of 2014 amending SEC’s
ence to stakeholders, BSP Circular No. 749 as
‘Guidelines in Strengihening Corporate Governance in BSP
gulatory issuances, as well as principles
issued by the Basel Committee on Banking
ules and the ASEAN Corporate Governance

s Corporate Governance Manual, the Bank has structured itself to
comprise it adhere to the basic principles of good governance,
gh expansion of public disclosure

and instilling in the business
ny; and

parties are protected. Directors

at of other stakeholders such as

sist on strict adherence to the Bank's Corporate Governance
the Bank’s major and other stakeholders and with the general

y, genéral responsibility, duties and functions of the
pansibilities of the individual director which are based on regulations and

& responsibility of the Board of Directors to identify the
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 shail be adequately transparent to
its shareholders, depositors, other relevant stakeholders and market participants. The objective of
transparency in the area of corporate governance is o 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 govemance:

Board practices

Senior management

Risk management and internal controls
Compensation

Complex or opaque corporate structures
Disclosure and transparency

BEEBRZ

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 all required information for the interest of the stakeholders is reiterated and spelled out
further under Section I0.G-of the Manual.

Under Section Hi.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,

LA

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.

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 1o 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:

? The Group is composed of the parent, subsidiaries, associates and joint ventures of the company.
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Amb. Alfonso T. Yuchengco

. " o @

»

Pan Malayan
Management and
Investment Corporation
{(PMMIC)

YGC Corporate Services,
inc.

Luisita industrial Park
Corporation

Y Realty Corporation

‘RCBC Land, Inc.

RCBC Realty Corporation
ET Yuchengco, Inc.

Pan Malayan Really
Corporation :
House of Investments,
inc. .

EEI Corporation (EED

Honda Cars Kalookan Inc.

Malayan Colleges Inc.
Malayan Colleges Laguna
inc.

GPLHoldings, Inc.

Sun Life Grepa Financial,
Inc.

MICQ Equities Inc, (MEI)

Malayan Insurance
Company, inc. (MICO)
Malayan Insurance Co,
{HK} Ltd.

Malayan Securities
Corporation

Fhilippine Integrated
Advertising Agency, Inc.
Yuchengco Museum, Inc.
AY Foundation, Inc.
Yuchengco Center, Inc.

Executive, Chairman and
Chief Executive

Non-Executive, Chairman
Nan-Executive, Chairman

Non-Executive, Chairman
Non-Executive
Nan-Executive, Chairman
Non-Executive, Chairman
Executive, Chairman and
CEO

Non-Executive
Non-Executive, Chairman

Non-Executive, Chairman |
Non-Executive, Chairman
Non-Executive, Chairman
Non-Executive, Chairman
Non-Executive,
Vice-Chairman
Non-Executive, Chairman
Non-Executive
Non-Executive
Non-Executive
Non-Executive, Chairman
Non-Executive, Ghairman

Non-Executive, Chairman
Non-Executive, Chairman

Ms. Helen Y. Dee

Pan Malayan
Management and
Investment Corporation
(PMMIC)

RCBC Forex Brokers
Corporation

RCBC Savings Bank
(RSB)

RCBC Leasing and
Finance Corporation
(RLFC)

YGC Corporate Services,
Inc.

Isuzu Philippines
Corporation

Honda Cars Phils. Inc.
Luisita industrial Park
Corporation

Y Realty Corporation

Non-Executive, Vice

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

Non-Executive, Co-
Chairperson

9




RCBC Realty Corporation
ET Yuchengca, inc.,
Seafront Resources
Carporation

Philippine Integrated
Advertising Agency, Inc.
Pan Malayan Express,
Inc.

Pan Malayan Realty
Corporation

House of Investments,
Ing, {HO

EEI Corperation (EE)

Landev Corporation

Manila Memorial Park
Cemetery, Inc.

La Funeraria Paz Sucat,
Inc,

Honda Cars Kalookan Inc.

- Xamdu Motors, Inc.

Hi-Esai Pharmaceutical,
Ing. :
iPeople Inc.

Pan Pacitic Computer
Center Inc.

Malayan Colleges inc.
Mapua Information
Technology Center Inc.

- Malayan High School of

Science Inc. (farmerly
Pandacan Properties Inc.)
GPL Holdings, Inc.

Sun Life Grepa Financial,
Inc. (“Sun Life Grepa";
formerly Grepalife
Financial, Inc.)

Grepa Realty Holdings
Corporation

PetroEnergy Resources
Corporation

MICO Equities Inc. (MEI)
Malayan Insurance
Company, Inc. (MICQ)

» Non-Executive

= Non-Executive

« Non-Executive

» Non-Executive,
Chairperson

» Non-Executive

« Non-Executive
» Executive, President

« Non-Executive,
Chairperson

« Nen-Executive,

Vice Chairperson

« Non-Executive,
Chairperson

= Non-Executive,
Chairperson

« MNon-Executive,
Chairperson

« Non-Executive

« Non-Executive,
Chairperson

« Non-Executive
Chairperson

» Non-Executive

« Non-Executive
Chairperson

= Non-Executive

« Non-Executive,
Chairperson

L

« Non-Executive,
Chairpersan

« Executive, President

+ Non-Executive

Mr. Lorenzo V. Tan

RCBC Capital Corporation
(RCAP)
RCBC Forex
Corporation
RCBC  Savings  Bank
(RSB)

Merchants Savings and
Loan Association,
Inc./Rizal Micrabank

Brokers

« Executive, President &
Chairperson

+ Non-Executive,
Chairpersaon

« Non-Executive

« Non-Executive,
Chairperson

» Non-Executive

+ Non-Executive

» Non-Executive, Vice

Chairman
+ Non-Executive, Chairman

10




RCBC  Leasing and
Finance Corporation
(ALFC)

RCBC Rentai Corporation
RCBC Telemoney Europe
SpA

RCBC [nternational
Finance, Ltd. (RIFL)
RCBC Investments, Ltd.
Niyog Property Holdings,
Inc.

YGC Corporate Services,
Inc.

Non-Executive,
Chairman

Vice

Non-Executive
Non-Executive, Chairman

Non-Executive, Chairman

+« Non-Executive, Chairman
« Non-Executive

Non-Executive

Mr. Cesar E.A. Virata

RCBC Bankard Services
Corporation

RCBC Forex Brokers
Corporation

RCBC  Savings Bank
(RSB)

RCBC International

Finance, Ltd. (RIFL)
RCBC Investments, Ltd.
Niyog Property Holdings,
Ine.

‘YGC Corporate Services,

inc.

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

AY Foundation, Inc.

Park

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

Non-Execuiive

¢« Non-Exectitive

* o & '»

Non-Executive
Non-Executive, Vice
Chairman
Non-Executive, Chairman
Non-Executive
Non-Executive
Nen-Executive

Non-Executive, Director

Atty. Teodoro D, Regala

MICO Equities inc. (MEI)
Malayan Insurance
Company, Inc. (MICQ)

Non-Executive
Non-Executive

Atty. Wilfrido E. Sanchez

House of Investments,
Inc.
EEI Corparation

Nan-Executive

Non-Executive

Atty, Ma. Celia
Fernandez-Estavillo

H.

YGC Corporate Services,
Inc.

Philippine Integrated
Advertising Agency, Inc.
Luisita  Industrial  Park
Corporation

Yuchengco Center

Non-Executive

Non-Executive

Non-Executive

Trustee

Mr. Medel T. Nera

RCBC  Forex
Corporation
YGC Corporate Services,
Inc.

RCBC Realty Corporation

Brokers

Executive, Treasurer
Non-Executive

Executive, President

«  Seafront Resources | « Naon-Executive
Corporation

« House of Investments, |« Exgcutive, President and
Inc. CEQ
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+ EEi Corporation (EEI)

» EEIl Reailty Corporation

= EEIL{BV) Lid,

» Al Rushaid Construction
Corporation

» Landev Corporation

- Greyhounds Security and
Investigation Corporation

= Zamboanga Industrial
Finance Carp.

» Honda Cars Kalookan inc.

= Xamdu Motors, Inc.

« Hi-Esai Pharmaceutical,
Inc.

-+ iPecple Ing,

» People e-serve
Corporation

« Mapua Information

Technology Center Inc.

+ Malayan Colleges Laguna
Inc,

« Investment
inc.

» Hexagon Lounge, Inc.

+ Manila  Memoria!
Cemetery, inc.

Managers,

Park

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

Non-Executive
Non-Executive, Chairman

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

Chairman

Non-Executive

Non-Executive

Non-Executive, Chairman
Non-Executive

Mr. Armando M. Medina

¢ RCBC Savings Bank

* RCBC Capital Corporation

» Malayan fnsurance
Cempany, Inc.

* Independent
s Independent
s Independent

Mr.” Antonino L. Alindogan
Jr.

H

* RCBC Bankard Services)
Corpaoration

« House of Investments,
Inc.
« (Great Life Financial

Assurance Corporation

¢ Independent

« Independent

» Independent

Mr. Francisco C. Eizmendi,
Jr.

'« Sun Life Grepa Financial,
inc.

- Great Life Financial
Assurance Corporation

independent

Independent

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

(i) Directorship in Other Listed Companies

Carporation of the Philippines

h|lfppe' Lg Distance | Non-Executive Director
Telephone Company
National Reinsurance | Nan-Executive, Chairperson

12




Cesar E.A. Virata

Lopez Holdings Corporation

Independent Director

Belle Corporation

Independent Directar

Wilfrido E. Sanchez

LT Group, Inc.

Independent Director

Universal Robina Corporation

Independent Director

Medel T. Nera

National
Corporation of the Philippines

Reinsurance

Non-Executive Director

Francisco C. Eizmendi, Jr.

Makati Finance Corporation

Independent Director

Antonino L. Alindogan, Jr.

PAL Holdings, Inc.

Independent Direclor

LT Group, Ing,

Independent Director

(ii}) Relationship 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
and Investment Corporation

Chairman . |

Executive

Ms.'HeIen Y. Dee

Pan Malayan Investment and
Management Corporation

Vice Chairperson

(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 CEO may hold
simuitaneously? In particular, is the limit of five board seats in other publicly listed
companies imposed and observed? If yes, briefly desctibe other guidelines:

Executive Director

Section LA24 of the
Corporate Governance Manual
provides that 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-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

Section HLA24 of the
Corporate Governance
Manual provides that directors
shall limit their outside board
seats to five (5), 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,

13




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 Directar;

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.
Non-Executive Director See discussian under | See discussion under
Executive Director. Executive Director.

For independent directors, the
limits prescribed under SEC
Memorandum No. 8, s. 2011
shall apply. See discussion

undger A.4, _
CEOQ - | See discussion under | See discussion under
Executive Director. Executive Director.

{(¢) 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:

: i F&record owner):t LA
Alfenso T. Yuchengo 3,997 72,108 ~RCBC Sec. 0.005%
Helen Y. Dee 438 5503%35?5 Trust 0.04%
Cesar E. A. Virata 167 100,000-RCBC Trust 0.007%
Lorenzo V. Tan 5 - 0.00%
Teodoro D. Regala 1 ' - 0.00%
Antonino L. Alindogan Jr. 1 - 0.00%
John Law 1 - 0.00%

Ma. Celia Fernandez- 14 383,900 - RCBC Trust 0.03%
Estavillo 55,000 - Abacus Sec ’
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Francisco Eizmendi

R 0.00%
Armando M. Medina 195 - 0.00%
Wilfrido E. Sanchez 1 30,000- RCBC Sec. 0.00%
Medel T. Nera 1 - 0.00&
Yuh-Shing Peng 1 - 0.00%
Richard G.A. Westlake 1 - 0.00%
Tze Ching Chan 1 - 0.00%

*As of Dec 2015

2. Chairman and CEQ

(a) Do different persons assume the role of Chairman of the Board of Directors and CEQ?

If no,

describe the checks.and balances laid down to ensure that the Board gets the benefit of
independent views.

Yes §

No | ]

ldentify the Chair and CEQ:

Ms. Helen Y. Dee

(b) Roles, Accountahi

Mr. Lorenzo V. Tan

lities and Deliverables

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

Rols

Article IV, Section 1.d. of the Bank’s
By-Laws provides that the Chairman,
and in his absence or ability, the
Corporate Vice Chairman of thée
Board of Directors, shali preside at all
meetings of the stockholders.

Article V, Section 9 of the Bank’s By-
Laws provides that the Chairman,
and in his absence or ability, the
Corporate Vice Chairman, shall be
the Presiding Officer of the Board of
Directors and shall decide on all
matters to be included in the Agenda.

of the

Sectlon 1
Bank's By-Laws provides that the

Artlcle VIII

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
immediate supervision over the
operations and management of
the Bank, and in generai perform
ail duties incident to the office of
the  President and  Chief
Executive Officer. He shall be a
member of the Executive
Committee and of all major
management committees. He
shall also exercise such other
powers as may be vested upon
him by the Board nat
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

Section HL.A3.4 of the Bank's
Corporate  Governance Manual
provides that the Chief Executive
Officer {CEQO) will be in-charge of
and will exercise general
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governance policies and practices.

Section Il.A.3.2 of the Bank's Manual
provides that the Chairperson shail

have the following duties and
responsibilities:

3.21  Mainly responsible for the

proper governance of the

Bank through the Board of

Directors,

3.2.2. Provide leadership in
Board of directors. The
Chairperson shail 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.

the

3.2.3. 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} Ercourage  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
o study carefully and responsibly
issues that come up to the Board.

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

and even

3.24. Ensure that the meetings of
the Board are held in
accordance with the By-laws
and annual schedule

approved by the Board or as

managemert responsibilities
over management development,
public refations and advertising
refations with the BSP and other
offices, agencies and
instrumentalities on the
Philippine government, relations
with the Bankers’ Association of
the Philippines and other industry
asscciations, and relations with
other ASEAN countries. He will
be a member of the Executive
Committee and of all major
management commillees, and
will exercise such other powers
and perform such other duties as
the Board of Directors may
prescribe from time to time.

He shall ensure that, and be
accourtable 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, requlations and
contracts.

The  CEO  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,
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the Chairperson may deem
necessary.

3.2.5.  Supervise the preparation of
the agenda of the meeting in
coordination with the
Carporate 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  the
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.

3. 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.

4. 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 I1.LA.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
enswe 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 I.A.1.3 of the Bank’s Corporate Governance Manual provides that non-executive directars shall

possess such qualifications and stature that would enabls 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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Difeclor:

Role

The Bank's Corporate
Governance Manual
defines executive
directors as those who
are part of the day to
day management 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 ot
banking operations
and includes
independent directors.

The Bank’s Corporate
Governance Manual
defines  independent
directors as directors
who, apart from their
fees and
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

under the Bank’s
Corporate
Governance  Manual

attached as Annex "A"
hereto apply.

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

under the Bank's
Corporate
Governance Manual

attached as Annex “A”
hereto apply.

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

under the Bank's
Corporate
Governance Manual

attached as Annex “A°
hereto apply.

Deliverables

-do-

-do-

-do-

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

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

The Bank's independent directors possess all the gualifications 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. 8. Series of 2011 re: Term Limits for Independent Directors. Under the said circular, ID’s can serve as such
for five (5) consecutive years, after which the ID shall be inefigible for etection 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 1D for ten
(10} years, the ID shall be perpetually barred from being elected as such in the same company.
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Pursuant to SEC Memorandum Circular No. 9, series of 2011 and SEC Advisory dated 15 Maich 2015, IDs
elected in 2012 may be re-elected as such until 2017, when the 2-vear cocling-off period shali commence.
However, in a subsequent SEC Advisory dated 31 March 20186, the SEC has advised that if there are no suilable

replacements, said 1Ds may be re-elected in 2017 until 2021, at which time, they may no longer be gualified as

|Ds for the same companies. Said re-election in 2017 until 2021 shall be with prior written notice and justification
to the SEC addressed to the Corporate Ggvernance and Finance Department.

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:

agreement as principal no
Minki Brian Hong Director 27 April 2015 longer had interest in the
bank.
Francis G. Estrada Director 27 April 2015 Personal reasons

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

Describe the procedures for the selection/appointment, re-election, disqualification, removatl,
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:

Ok
a. In accordance with | In accordance with Section
Section 5.9.a. of the |!llA2.3.1 of the Carporate
Bank's Corporate | Governance Manual, the
Governance Committee | Members of the Board
Charter. the Committee | Must be chosen from broad
shall  review the | Pool of qualified candidates
composition of the board | 10 énsure a mix of

and determine the set of | COMPeteNt directors  who
qualifications, skills, can ~add  wvalue and

. . . . contribute independent
() Executive Directors experience - and/or judgment to the formulation
expertise  whic A\ of  sound  corporate

aligned with the Bank’s
strategic direction.
Candidates are  then | ynger Section 2, Article V

identified  from  various | of the By-Laws, no person
sources. To the extent | shall be qualified or be

practicable, the members | eligible for nomination or
of the Board shall be | election to the Board of
selected from a broad | Directors if he is engaged |

19
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pool of gualified
candidates. The
Committee shall have the
autharity  to  engage

" professional search firms
or other external sources
of  candidates  when
searching for candidates
to the board.,

The qualifications of
shortlisted candidates shall
be reviewed to determine
whether the candidate is a
fit and proper person for the
office  and whether he
possesses all the
qualifications and none of
the disqualifications of a
director of the Bank under

relevant laws and
regulations  and  internal
palicies. 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.

The Committee shall then
proceed to make
recommendations to the
Board.

The Commitiee shall also
review and evaluate the
qualifications of  those
persons nominated to other
positions requiring
appointment by the board of
directors in accordance with
the foregoing guidelines.

Under Section 2, Article V
of the By-Laws, directors
shall be elected at the
annual  meeting of the
stockholders, each of whom
shall held office for a term
of ane (1) year or until his
successor shall have been

in any business that
competes with or s
antagonistic to that of the
corporation, its subsidiaries
or affiliates, as may be
determined by the Board of
Directors, in the exercise of
its judgment in good 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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chosen and qualified. The
fifteen candidates receiving
the highest number of votes
shall be elected.

(i} Non-Executive
Directors

See discussion above,

Section 1.LA.2.3.1 of the
Corporate Governance
Manual, the selection

process shall ensure that a
sufficient number of
qualified non-execttive
members are elected to
promote the independence
of the board from the views
of senior management.

(it} Independent Directors

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

Securities Regulation Code.

Executive Directors

In addition to the
discussion  above, the
independent directors shall
pOSSEss all of the
qualifications and none of
the disqualifications
provided for under
applicable laws ang
regulations as well as the
Bank's Corporate
Governance Manual

YTt

b ok

See discussion abogve.

See discussion above.

i) Non-Executive
Directors

See discussion above.

See discussion above,

(iii) Independent Directors

See discussion above.

{i) Executive Directors

o Al

See discussion above.

i

)

o i

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 shalf 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 complies
with Section X143.4 of the

MORB on the
disqualification procedures
of directors. A copy of

X1434 of the MORB is

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 disqualification
of a director.

Section 1.B.3.1 of the
Bank’s Corporate
Governance Manuaf
attached as Annex “A"

hereto provides for grounds
for permanent
disqualification.
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attached hereto as Annex
“B” and made an integral
part hereof.

(ify Non-Executive
Directars

See discussion above.,

See discussion above.

(iif) Independent Directors

See discussion above.

Section {1.B.4 of the Bank’s
Corporate Governance
Manual provides for the
fallowing qualifications of an
independent director:

41 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 election;

4.2 Was not a reqular
director whe 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 lasi one (1) year.

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

4.5 Is not a stockholder
holding shares of stock
sufficient 1o 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
ohe seat in the Board of the
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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
related companies or any of
its substantial shareholders,
pursuant to a deed of trust
or under any contract or
arrangement;

4.8 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 ftransaction
with the institution or with
any of its related
companies or with any of its
substantial  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
sharehoider, 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 director, officer,
principal stockholder,
among others, of securities
brokers-dealers. However,
this does not apply to
brokers-dealers of fixed
income securities,

This has been amended by BSP Circular 793, 5. 2013 dated 05 July 2013. The amendment reads “An independent directar shall
mean a persan who xxx (4) Is not a relative, legitimate or common-law of any director, officer or stockholder holding shares_of
stock sufficient fo elect one geat in the board of the bank or any of its related companies. For this purpose, relatives refer to the
Spouse, parent, child, brother, sister, parent-in-law, son-/datghler-in-taw, and brother-/sister-in-law;”
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R WG T o
rary,Disqlialification

The Bank complies with the
In accordance with Section | provisions of Sec. X143.1.b
I1.B.3.2 of the Bank's | of the MORB and the SEC
Corporate Governance | Revised Code of Corporate
-Manual, a  temporarily | Governance on grounds for
disqualified director shall, | temporary disqualification
within sixty (80) days from | of a director.

such disqualification, take
the appropriate action to
remedy or correct the | Section 11.LB.3.2 of the
disqualification. If he fails or | Bank’s Corporate
refuses to do so for | Governance Manual
unjustified  reasons, the | attached as Annex “A”
disqualification shall | hereto  provide for the
become permanent. grounds  for temporary
disqualification.

{i) Executive Directors

{ii) Non-Executive

Directors See discussion above. See discussion above
(iii) Independent Directors See discussion above, See discussion above.

iR

(i) Executive Directors See discussion above. See discussion above.
iy Non-Executive . ) . .
(i Directors See discussion above, See discussion above.,

(iii) Independent Directors See discussion ahove. See discussion above.

e T T
(iy Executive Directors See discussion above. See discussion above.

i} Non-Executiv . . , .

(i Directors e See discussion above. See discussion abave.

(it) Independeni Directors See discussion above. See discussion above.

(i)
(i) NOSI.}EE?;?NE See discussion above. See discussion above.

(ilf) Independent Directors See discussion above. See discussion above.

Voting Result of the last Annual Generat Meeting

ST A

below.

During the last annual sharehclders’ meeting held on 29 June 2015, all of the directors received votes of
stockholders representing a total of 1,160,687,776 common and preferred shares of stocks or 82.91% of
the Corporation’s outstanding 1,339,908,636 common and preferred shares entitled to vote.

6. Orientation and Education Program
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(a) 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 reguirement.

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

g 72, e T o T e
AML Training (Functions

of the AMLC; Covered

and suspicious

transactions;  Updated | Speaker:

AML Rules and | Atty. Richard David Funk I,

Reguiations {BSP | Deputy Director and Head
Circuiar MNo. 706); | of the Compliance and
Frequently asked | Investigation Group of the
Directors Novc—ﬁzgrg?;ar 28, questions involving | AMLC b
Politically Exposed
Persons (PEPs); | Program  facilitated by
Responsibility of the | Regulatory Affairs Division,
Board of Directors of the | Legal and  Regulatory
Bank on AML | Affairs Group, RCBC
Compliance; and Other
Highlights of BSP
Circular No. 706
Speakers:
SEC Chairperson Teresita
J. Herbosa ~ brief remarks;
SEC Corporate
SEC Corporate Governance and Finance
Directors and : Governance Department Dir.  Justina
Senior Officers August 27, 2013 Initiatives/Trends in Callangan -  seminar

Regulatory Framewcrk | proper

Program  facilitated by
Regulatory Affairs Division,
Legal and  Regulatory
Affairs Group, RCBC
Speaker:

Mr. Arnold Frane of the
Legal Services Group, Anti-

; Updates on the Anti- Money Laundering Council
S[;];?g:%?ﬂig?s Septzgn%e 30, Money Laundering Act | Secretariat, BGP
ot 2013, as amended Program facilitated by
Regulatory Affairs Division,
Legal and  Regutatory
Affairs Group, RCBC
Speaker:
Directors and October 29, Basel Il and Financial Mr. Chr's.t'an G Lauron,
Senior Officers 2013 Regulatory Reform Partner, Financial Services
Risk Management,
SGVACo,

° Senior Management refers to the GEG and other persons having authority and responsibility for planning, directing and controlling the
activities of the company.
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Program  facilitated by
Regulatory Affairs Division,
Legal and Regulatory
Affairs Group, RCBC
Speaker:

Atty. Laurence Rogero,
Consultant for local and
internaticnal  water and
power companies and

Directors and November 25, Evalqatmg_Filsks in former consultant for the
Senior Officers 5013 Froject Finance Asian Development Bank
: Transactions and World Bank

Program  facilitated by
Aeguiatory Affairs Division,
tegal and Regulatory
Affairs Group, RCBC

Directors and
Officers SVP's and
Up of RCBC and
RCBC
Subsidiaries;
Directors and key

officers of RCBC Corporate Governance

affiliates *pursuant to SEC
March 22, 2014 | Memorandum Circular No. | SGV & Co.
*SVP's who failed to 20 effective January 1,
attend the March 22, 2014

2014 seminar were
required to  attend
training seminars
provided by
accredited training
institutions during the
year.

Directors and
Officers SVP's and
Up of RCBC and
RCBC
Subsidiaries;
Directors and key
officers of RCBC

affiliates Corporate Governance
*oursuant to SEC

*SVP's who failed to Septze(;q i;er S Memgrandym Circular No. | SG V & Co
attend the September 20 effective January 1,
5, 2015 seminar were 2014
required to altend
training seminars
provided by

accradited training
institutions during the
Year.

(c) Continuing education programs for directors: programs and seminars and roundtables attended
during the year.
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Please see reply in item
(b) above,

B. CODE OF BUSINESS CONDUCT & ETHICS

1) Discuss briefly the company’s policies on the following business conduct or ethics affecting
directors, senior management and employees:

Bus'"eséi’h?é)snd”d & Directors Senior Management Employees

The Bank has a
Policy on Related
Party - Transactions
latest  version  of
which is revised as of
01 December 2015
requiring directors to
disclose potential
related party
transactions as well
as details of their | The Bank's Code of
other  directorships | Conduct sets forth the
and any y policy on conflict of
shareholdings owned | interests which covers
by them or members | all employees. As a

of their family. policy, all employees
are  prohibited  from ,
(&) Conflict of Under Section | competing with or | Please see discussion
interest ILB.1.2 of the Bank’s | unduly benefiting from | under Senior
Corporate the Bank or any of the | Management.

Governance Manual, | companies  in the
one of the duties of | conglomerate and from
the director is as | allowing business
follows: dealings on behaif of
RCBC be influenced by
1.2 To conduct fair | personal  or  family
business interests,
transactions with
the Bank and to
ensure that his
personal interest
does not bias
board decisions.
Directors should,
whenever
possible, aveid
Situations  that
would give rise
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to a confiict of
interest. if
transactions with
the institution
cannot be
avoided, it
should be done

in the regular
course of
business and

upon terms not
less favorable to
the institution

than those
offered to others.
Furthermare,

dealings__in__the
Bank’s  shares
should be
reporied io the
Bank within
three {3}
business  days

from_the date of
the _transaction.
The basic
principle to be
observed is that
a director should
not use his
position to make
profit —or 1o
acquire  benefit
or advantage for

himself and/or
his related
interests, He
should avoid
situations  that
woulld
compromise his
impartiality.

(0)

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 shareholders and
suppliers, They shouid
be treated in the same
manner as co-
associates —  with
utmost courtesy and
respect as they are also
expected to achieve the

Please see discussion
under Senior
Management.
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highest standards of
service quality to
clients.

(c) Receipt of gifts
from third parties

See discussion
above.

Under the Bank's Code
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 paolicy
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 favars.

Please see
under
Management.

discussion
Senigr

{dy Compliance with
Laws &
Reqgulaticns

Under Section 1| B.
1.8 of the Banks
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
conients 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
hraving jurisdiction
over the Bank, and
keep abreast with
industry
developments  and
business trends.

Under the Bank's Code
of Conduct, ali
employees must ensure
understanding of and
compliance with  all
Bank policies and
Philippine laws directly
affecting his/her
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

Flease see
under
Management,

discussion
Senior
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Section LA23.4 of
the Carporate
Governance Manual
further provides that
it is the responsibility
of the Board of
Directors to ensure
that the Bank
complies  with  all

Division.

(e) Respect for Trade
Secrets/Use of
Non-public
Information

relevant laws,

regulations and

endeavors to adopt

best business

practices.

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

Governance Manual,
one 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
information 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
cenfidential 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.

(f)y Use of Company
Funds, Assets
and Information

See discussion
above.

All  bank associates,
which include the
Senior  Management,
are goverried hy 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,
All - employees  are

responsible for safe-
guarding and making
proper and efficient use
of Bank funds and

Please sees discussion
under Senior
Management.
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assets. Quidelines for
the treatment of bank
assets are divided into
four (4) major
categories: (1}
Proprietary Information;
{2} Bank Funds and

Fropesty; {(3) Bank
Records; and (4)
Goodwiil and
Reputation.

(g) Employment &

See discussion under | Please see discussion | Please see discussion
Labor Laws & . . ) : . :
s Compliance with | under Compliance with | under Compliance with
Palicies i :
Laws and | Laws and Regulations. | Laws and Regulations.
Regulations.

Disciplinary action is

The Bank has a Code
of Discipline which sets

based on grounds f forth - the types of
and procedures | penalties which may be
under applicable | imposed for violation of
laws and regulations | the Code of Conduct Please see discussion
{h) Disciplinary action issuedu _by regulatory | ranging from repri_mapd, under Senior
authorities, suspension, termination Management
particularly the BSP, | depending on  the )
PSE, and SEC. gravity of  offenses
which may be minor,
serious or grave
offenses, after
observance of due
Process.
Under the leadership | To give all employees
of the Chairperson | the confidence to raise
who s responsible | concerns about
for  ensuring the | behavior and practice
efficient  functioning | and to mitigate risks
of the Board of | and losses through the
Directors, directors | early discovery of
are tasked with and | irregular activities, the
the Chairperson is | Bank commits itself to
: . duty bound to ensure | break down | Please see discussion
(i) Whistle Blower the expression of | communication barriers | under Senior
Views and I and provide a safe | Management,
independent internal  communication
judgment of the | channel for all
members  of the | employees to express

Board.

their concerns through
the enaciment of the
Open  Communication
Paolicy, which allows for
anonymous disclosures
and the protection of
informants from
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sanctions under specific
conditions.

The policy covers all
reports or information in
refation to actual or
suspected criminal
activities, unlawful acts
or omissions, fraud,
violations of the Cocde
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.

Under Section
H.B.1.7 of the
Corperate

Governance Manual,
a director is duty
bound to carefully
evaluate the situation
and state his position
when a disagreement
with others occurs.
He should not be
afraid to take a
. . position even though
(i} Conflict i might be
unpopular. Corollary,
he should support
plans and ideas that
he thinks will be
beneficial  to  the
institution.

Resolution

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

Under the Code of
Conduct, the Bank
condemns certain acts
such as, but not limited
to, threatening or
violent bhehavior,
insubardination or willful
disobedience, uttering
obscene, insulting or
offensive words against
associates, making
racist, sexist or ethnic
fokes  or  politically
incorrect comments
about associates, and
rumor-mangering.
These are dealt with in
accordance the Code of
Discipline.

Please see discussion

under
Management.

Senior

2) Has the code of ethics or conduct been disseminated to all director

employees?

The Corporate Governance Manual has been presented to and approved by the Board.
disseminated to all bank associates in the Bank's intranet s
Library (COOL). All associates of the Bank are also required to complete the corporate governance e-
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learning course,

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. :

3) Discuss how the company implements and monitors compliance with the code of ethics or
conduct.

Under Section I11.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 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.

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. Violation of the Code of

Conduct is reported to the Human Resources Group, the Internal Audit Group, and/or the Security
Department.

The Personnel Evaluation and Review Committee, which is a Board Committee, is tasked to evaluate and
review employee discipline cases. !t has the following powers and authorities under its Charter:

1. Affirm, review, revise, reverse or mod'ify any resolution arrived at or action taken by management in
connection with employee administrative cases involving any of the following:

Dishonesty

Fraud

Negligence, violation of any internal Bank policy, rule or procedure or any act which results to
an actual or potential loss to the Bank of at least One Million Pesos (P1,000,000.00)

1.4 Acts that tend to damage or destroy the Bank's goodwill and reputation,

—r o wh
2o

2. Report to the Board of Directors the actions taken against employees involved in the cases
mentioned above.

3. Advise management to take certain corrective and preventive measures for the protection of the
Bank's interests in relation to any of the cases mentioned above.

4. Direct the Security Department to take police action, the Legal Affairs Division to take legal action, or
any other unit of the Bank to take 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 cases involving employee discipling, the requirements of due process are strictly
observed and the employee concerned is granted opportunity to defend or explain his side.

6. Exercise such other powers and authorities as the Board of Directors may impose.

4} Related Party Transactions
(a) Policies and Procedures

Describe the company’s policies and procedures for the review, approval or ratification,
monitoring and recording of related party transactions between and ameng 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.
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(1) P

arentbompany

L R i
Under the Bank’s Revised Policy on Related Party
Transactions, a related party transaction is defined as
any transaction or relationship directly or indirectly
involving a related party, where the amount involved is
at least One Million Pesos (PhP 1,000,000.00).

The Bank adopts an expanded definition of related
partiss to include, among others: i. second degree
relatives by consanguinity or affinity of a director, officer,
or stockholder of the Bank; ii. advisory board members
and consultants; and iii. directors and key officers of
entities within the conglomerate of which the Bank is a
member.

The Policy requires the related parties, through the
persons handling the account or transaction, to notify
the Related Party Transactions Committee of any
potential related party transaction. The report on the
transaction shall be submitted to the RPT Committee for
review and evaluation to determine whether or not said
transaction is on terms no less favorable to the Bank
than terms available to any unconnected third party
under the same or similar circumstances. In the
determination thereof, the RPT Committee shalb be
provided with adequate resources and authority to
procure the services of independent experts.

The Policy also provides that RPT's shall be approved
by a majority of all directors, including a majority of
independent directors, provided that, mergers and
acquisitions, divestitures and transactions of a similar
nature which are not in the normal course of business
as may be determined by the RPT Commitiee and
where the amount involved is at least one percent {(1%)
of the unimpaired capital of the Bank, which are
presented to the Board for approval, shall be
accompanied by a fairness opinion issued by an
independent adviser as well as other reports as the RPT
Committee may deem necessary.

Any member of the Board who has an interest in the
transaction under discussion shall not participate in
discussions and shall abstain from wvoting on the
approval of the Related Party Transaction.

The Chairperson shall not participate in the discussions
and shall abstain from voting on the approval of Related
Party Transactions involving the Yuchengeo Group of
Companies.

The Bank's stockhoiders shall confirm by majority vote,
in the annual stockholders’ meeting, the Bank’s
transactions with its related parties.
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This requirement also appears under Section I} A.2.3.8
of the Corporate Governance Manual which provides
that 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 partiss.

Laslly, Compliance Office, as part of compliance testing,
and Internal Audit, as part of its audit work program,
shall include a review of related party iransactions to
determine compliance with regulatory requirements and

internal policies.

(2) Joint Ventures

The Bank's policy applies to its joint ventures,

(3} Subsidiaries

The Bank's policy applies to its subsidiaries,

Under

)
)

(4) Entities Common
o .

Control

The Bank's policy applies to entities under common
contral,

(5) Substantial Stockholders

The Bank's palicy applies to its DOSRI as defined in the
MORB. 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 duiy 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 andfor
collectively with the stockholdings of: (i} his spouse
andfor relative within the first degree of consanguinity or
affinity or legal adoption; (ii) a partnership in which the
stockholder andfor the spouse andf/or any of the
aforementioned relatives is a general partner; (i}
corporation, association or firm of which the stockholder
and/or his spouse and/or the aforementioned relatives
own more than fifty percent {50%) of the total
subscribed capital stock of such corporation, assoctation
or firm, amount to one percent (1%) or more of the total
subscriped capital stock of the bank,

(6) Ofticers including
spouse/children/siblings/parents

The Bank's policy applies to DOSR! as defined in the
MORB and key management personnel and close
members of the family of its key management personnel
as defined in the paolicy.

{7} Directors including

spouse/children/siblings/parents

The Bank’s policy applies t¢ DOSRI as defined in the
MORB. This includes directors and his/her spouse or
retative within the first degree of consanguinity or
affinity, or relative by legal adoption, of a director of the
Bank.

(8) Interlocking
relationship
of Board of Directaors

director

The Bank's policy applies io DOSRI as defined in the
MORB. The definiticn of related interest under Section
X326.1.e of the MORB covers interlocking directors.

(b} Conftict of Interest

(i) Directors/Officers and 5% or more Shareholders

identify any actual or probable conflict of interest to which directors/officers/5% or more

shareholders may be involved.
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nt >robable)

Name.of Director/s

None-.‘ '-Pleése'éee répiy below.

Name of Officer/s

None. Please ses 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 [aid down to detect, determine and resolve any possible conflict of
interest between the company and/or its group and their directors, officers and significant

shareholders.

_{EEiDifectors/Otficers/Signiticant ShareholdersTiif!

Company

ik e}

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
this infermation 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 BPT Committee for analysis and evaluation and
thereafier submitted to the Board for approvat.

Group

The Bank's Pelicy on Related Party Transactions is for
the guidance of the Bark and/or its subsidiaries.

5) Family, Commercial and Contractual Relations

{a) Indicate, if applicable, any relation of a f:amily,G commetrcial, contractual or business nature that
exists between the holders of significant equity (5% or more), to the exient that they asre known to

the company:

z Relationship

(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:

¥ Family relationship up t¢ the fourth civil degree either by consanguinity or affinity.
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direction of the company:

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

PMMIC
HIBY

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

Agreement
Hexagon

Sharehoideré
among  PMMIC,
[nvestment B.V. and RCBC

dated 12 May 2011 was
entered into to set out certain
rights and obligations of the
parties when HIBVY 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
Folicy Agreement among
RCBC, PMMIC |, IFC and IFC
Capitalization (Equity) Fund,
LP dated 15 February 2013
was  entered into  for
purposes of reguiating their
relations within the Company
when [IFC subscribed to
shares in RCBC (Share
Acquisition Agreement) and
when IFC Fund subscribed
(Subscription Agreement)

Hexagon Investments B.V.
{an entity controlled by funds
advised by CVC Asia Pacific
Limited);

IFC

IFC 11.34%, CVC 1091% to
IFC 7.71%, CVC 1.44%

In 17 December 2014,
Cathay Life Insurance Co.,
Lid., a wholly owned
subsidiary of Cathay
Financial Holding Co., LUtd,,
signed respective Share and
Purchase Agreements with
HIBV and IFC as part of a
transaction to acquire an
approximately 20% stake in
RCBC. The transaclion
involves the signing of said
Share Purchase Agreements
and a Share Subscription
Agreement with RCBC. The
transaction will close upon
securing regulatory
approvals,
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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.

arbitration
system to resolve any dispute,
controversy or claim arising out of, or
relating to, the Bank’s relations with
its shareholders, and other intra-
corporate matters under applicable
Corporation & Stockholders 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.
Under the Bank's  Corporate
Governance Manual, the Corporate
Governance Committee shall  be
Corporation & Third Parties responsible  for  the  amicable
resolution of  dispuies and/for
settlement of conflicts or differences
between the Bank and third parties.
Under the Bank's Corporate
Governance Manual, the Corporate
Governance Committee shall be
Corporation & Regulatory responsible  for  the  amicable
Authorities 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: For the period January — December 2015, the total number of meetings
is 17, including Special Board, Stockhoelders’ and Organizational Meetings of the Board.

i

Honorary Alfonso T. Yuchengco June 29, 2015
Chairman
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Chairperson

Helen Y. Dee

June 29, 2015 17 16 9412
Member Lorenzo V. Tan June 29, 2015 17 17 100
Member Cesar E. A, Virata June 28, 2015 17 17 100
Member Teodore D. Regala Junhe 29, 2015 17 15 B8.24
Member Wilfrido E. Sanchez June 29, 2015 17 18 9412
Member Ma. Celia H. Fernandez-{ June 29, 2015 17 16 9412

Estavillo

Member Minki Brian Hong June 30, 2014~ 8 5 83.33
Member T.C.Chan June 29, 2015 17 12 70.59
Member Medel T. Nera June 29, 2015 17 15 88.24
Member Francis G. Estrada June 30, 2014* 6 2 33.33
Member Richard G.A. Westlake June 29, 2015 17 9 52.94
Member Yuh-Shing (Francis) Peng June 23, 2015*% 17 10 80.91
Member John Law June 29, 2015% 17 9 B81.82
Independent Francisco C. Eizmendi, Jr. June 29, 2015 17 14 82.35
Independent Armando M. Medina June 29, 2015 17 14 82.35
independent Antonino M. Alindogan, Jr. June 29, 2015 17 16 94.12

*Messrs. Hong and Estrada resigned effective 27 April 2015,

**Messrs. Peng and Law were elected by the Board effective 27 April 2015,

3) Do non-executive directors have a separate

meeting during the year without the presence of any

executive? If yes, how many times?

Section IlLA. 2.3.14 of the Bank's Corporate Governance - Manual provides that 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. For the year 2015, the meeting of the non-executive diractors was held last 25
May 2015,

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

No. Per Section 8, Article V of the By-Laws "A majority of the incumbent Directors shail constitute a guorum
at any meeting and a majority of the members in attendance at any Board meeting shall decide its action.”

5) Access to Information

(@ How many days in advance are board papers’ for board of directors meetings provided to the
board?

At least three (3) days before the meeting.
(b) Do board members have independent access to Management and the Corporate Secretary?

Yes.

(c) 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, Articte VIII of the By-lLaws states the following:

" Board pagers consist of complete and adequate information 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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“The Secretary shall give due notice and keep the Minutes of all meetings of the stockhclders of the
Bank and of the Board of Directors; have custody of the Stock Cerlificate Book, Stock and Transter Book
and the Corporate Seal; prepare ballots 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 reguired of him by the Board of Dirgctors.”

Section 11.D.5 of the Corporate Governance 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.

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 responsibilities and obligations.

Work fairly and objectively with the Board, Management and stockholders and other stakeholders,
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.

In all transactions which may lawfully come to the knowledge of the Corporate Secretary involving
transter of voting shares of stock 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
Artictes 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 fourth degree of consanguinity or affinity, whether
legitimate, illegitimate or common-law, as weil 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 execute an affidavit stating, among other things, that the transferee is
a bena 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 will patently cause the
voting stocks of a person of 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 transacticn.
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In the event the Corporate Secretary has reason to doubt the legality of the transfer or of the
arrangement scught to be registered, he may commerce an action before the appropriate body.

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

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

(d) Is the company secretary trained in legal, accountancy or company secretarial practices? Please
explain should the answer be in the negative.

Yes.

(e) Committee Procedures

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

Yes No

Committee Details of the procedures
Executive Committee Please see reply below.
Audit Committee Please see reply helow,
Trust Committee Flease see reply below,
Personnel  Evaluation and Please see reply below.
Review Committes -
Risk Qversight Committes Please see reply below.
Corporate Governance Please see reply below.
Committee _

Technology Committes Please see reply below,

I1.A.2.5 of the Corporate Governance Manual provides:
2.5 Adequate and Timely Information

251 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.

2.5.2 Since reliance on information volunteered by Management would not be
sufficient in all circumstances and further inquiries 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.

Adticle 3(L)(ix), SEC Memorandum Circular Na. &, Series of 2000
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2.5.3 The members, either individually or as a Beoard, and in furtherance of
their -duties and responsibilities, shall have access to independent
professional advice. The cost of which shall be shou'dered by the Bank.”

6) External Advice

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

= : LRI A s SR
Section ILA2.5.3 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 relation
to proposed strategic transactions, such as
mergers and acguisitions.

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 Committee, where necessary, may
require and institule special investigations,
and, if appropriate, hire external counsel of
experts 10 assist. _

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

Section 4.2 of the RPT Committee provides
that the Committee shall be provided with
adequate resources and shall have the
authority to  procure the services of
independent experts in camying out its
mandate,

7) Change/s in existing policies

Indicate, if applicable, any change/s introduced by the Board of Directars {during its most recent
term) on existing policies that may have an effect on the husiness of the company and the
reason/s for the change:
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Policy on  Social and
Environmental Management
System

Environmental and Social
(E&S) due ditigence and/or
principles

{Approved: ExGom July 25,

To ensure that:

» bank iending operations
are consistent with the
Performance Standards,
applicable  Social and
Environmental (S&E)
regulations of the country
and the exclusion list

« RCBC’s staff and partners
will have a clear reference
point as to its position and
requirements in relation to
S&E management

2012; BOD Awugust 28,
2012)
- Audit Committee

analysis and evaluation
prior to submission to
BOD for approval

+ All RPT's instead of only

« Strengthen/rationalize
procedure for review and
approval of related party
transactions

Policy on Related Party RPT’s where the amount
Transactions involved is moere than
25% of net assets will
require  approval  of
majority of BOD
{Approved: BOD
September 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 regulatary | requirements
issuances
Trust Risk Policy Manual
(Approved: BOD
2/26/2013)
incorporate provisions { Compiiance with regulatory
Corporate Governance _uncler rnew regulatory | requirements
Manual (26 March 2012, 2g | 'SSUances
May 2012; 28 Jan 2013) (Approved: BOD
2/26/2013)
incorporate provisions | Compliance with regulatory
Corporate Governance ynder_ new regulatory | requirements
Manual issuances
(Approved: BOD
5/25/2015)
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= Definition of related | To address BSP findings
party transaction
= Definition of related

parties
+ Report on RPT's
Revised Policy on Related submitted by  the
Party Transactions proponents to the RPT
: Committee
s Review and approval
- process
(Approved: BOD
12/1/2015)

Several changes wers To address BSP findings
made to address BSP | and changes in policy

Revised Money Laundering findings and changes in

and  Terrorist  Financing

. policy.
Prevention Program Manual . (Approved: BOD
9/28/15)
D. REMUNERATICN 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 Negotiation
{2) Variable
remuneration None None
{3} Per diem allowance None. None
(4) Bonus Performance based & | Performance based &
Company's profitability Company's profitability

(5) Stock Options and

other financial N/A N/A

instruments
(6) Others (specify) N/A N/A

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

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




i. Executive Directors are entitled to | Please refer to left Please refer to left
remuneration as officers of the | column, column.
Bank.

ii. The members of the Board of
Directors, the Advisory Board, the
Executive Commitiee and the
Officers of the Bank are entitled
to profit- sharing bonus as
provided for in Section 2 Article
Xl of the By-Laws ¢f the Bank.

Executive Directors

i. Non-executive directors are | Please refer to left Please refer to left
entitled to reasonable per diem. column. column,

ii. The members of the Board of
Directors, the Advisory Board,
the Executive Committee and the
Officers of the Bank are entitled
to  profit sharing bonus as
provided for in- Section 2 Article
Xl of the By-Laws of the Bank.

Non-Executive
Directors

Do stockholders have the opportunity to approve the decision on iotal remuneration (fees,

allowances, henefits-in-kind and other emoluments) of board of directors? Provide details for the
last three (3) years.

No. These are provided for in Section 2 Articie X1 of the By-Laws of the Bank.

N/A , N/A

3J) Aggregate Remuneration

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

ndependent

(a) Fixed Remuneraticon N/A N/A N/A
(b) Variable Remuneration N/A N/A N/A
Php8.490,000.00

See reply under

(c} Perdiem Allowance © N/A (aggregate amount for NED

NED's, ID's and Advisory
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Board Members)

Php 29,547,390.89
{gross aggregate amount
for  the year 2015
dirgctors’ bonuses are

(d) Bonuses given to executive, non-
gxecutive and
independent direclors

based on the formula
provided for in the Bank's

By-Laws)
{e} Stock Options and/for
other financial N/A N/A N/A
instruments
{fy Others (Specify) N/A N/A N/A

A T

Php38.037.390.89

*Entitled- | to
benefits as
officers of the
Bank
1} Advances N/A N/A 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 NIA N/A N/A
(e) Life Insurance :
Premium Applicable N/A N/A
(fi Hospitalization Plan Applicable N/A N/A
(@) CarPlan Applicable N/A N/A
(h) Others {Specify) N/A N/A MN/A
N/A N/A N/A
4) Stock Rights, Options and Warrants

(@) 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:

Number of

e e : TOfa[% from
quivalent:

" Capltal Stock




(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:

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:

Please see table below

information as to the aggregate compensation paid or accrued to the Bank’s Chief Executive Officer and four
other most highly compensated executive officers follows {in thousand pesos) as disclosed in SEC 17-A:

Names Principal Position Year Aggregate Bonuses
Compensation {net
of bonuses)
Lorenze V. Tan President & Chief 2015

Executive Officer
Redentor C. Bancod Senior Executive Vice

President
Michaelangelo R. Executive Vice
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Aguilar
John Thomas G.

President

Senior Executive Vice

Deveras President
Manuel G. Ahyong Executive Vice
President

E. BOARD COMMITTEES

1) Number of Members, Functions and Responsibilities

Provide details on the number of members of each commi

the power/authority delegated to it by the Board:

Executive

tiee, its functions, key responsibilities and

None. Its

powers and
functions
are spelled
out in the
Bank's By-
Laws and
Corporate
Governance
Manual.

See
discussion
under
powers.

See
discussio
n under
powers,

e |
Article V, Section
10 of the Bank's
By-Laws provides
that the Executive
Committee  has
the peower to act
and pass upon
such matters 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
LD of the
Bank’s Corporate
Governance

Manuat. The
provision in the
Manuat also
provides that the
Committee  shall
likewise have the
power 1o review
an asset or loan
to ensure timely
recognition  angd
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resolution of
impaired assets.

Audit Yes. Please Please refer to
refer to Section I of
Section | of | Please the Audit
the  Audit | refer to | Commitiee
Committee | Section Charter.
Charter IV of the
attached as | Audit
Annex  “C" | Committe
hereto and | e
made  an | Charter.
integral
part hereof,

Risk Oversight Yes. Please Please refer to
refer to Please Section € of the
Section A refer  to ROC Charter
of the Risk . which sets forth
Oversight Section E it f

aht dof tne | 1S soope o
Committee IDQOC authority.
Charter
attached as Ch_arter

wian | Which
Annex  *D discusse
hereto and s its
_made an responsib
integral ilities
part hereof. '
Corporate Yes. Please Please refer to

Governance refer to | Please Section 1.0
Section 5 refer to | General Purpose
Duties and | Section 5 | and Authority  of
Responsibil | Duties the Corporate
ities of the | and Governance
Corporate Responsi | Commiittee
Governanc | bilities of | Charter.

e the
Committee | Corporat
Charter e
attached as | Governa
Annex  “E" | nce
herete and | Committe
made an|e
integral Charier.
part hereof.

Trust Yes. Please Please Please refer o
refer to refer to Section 3 of the
Section 3 Section 3 | Trust Committee
of the Trust | of the Charter attached
Committee | Trust as Annex “F”
Charter Committe | hereto and made
attached as | e Charter | an integrai part
Annex "F” attached hereof.
hereto and | as Annex
made an “F*
integral hereto
part hereof. | and
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made an

integral
part
hereof.

Technology Yes, Please Please refer to
refer to Section E Scope
Section A Please of Authority of the
Principal refer 1o Technology
Purpose/O Section E Committee
bjective of R . | Charter,
the esponsi
Technology g_llhety of
gﬁ:r;glruee Technolo

gy
it;i(;ie"d“g? Committe
e
?neggéo agﬁ Charter.
integral
part hereof.

Personnel Yes Please Please Flease refer 1o
Evaluation refer to | refer  to | Section Vi,
and Review Section 1. | Section FPowers and
Committee Purpose of | VL. Authorities of the
{PERC) the PERC | Powers PERC Charter.

Charter and
attached Autharitie
hereto as | s of the
Annex “H” | PERC
and made | Charter.
an integral

_ part hereof,

Related Party Yes. The Flease Please refer 1o

Transactions Committee | refer to | RPT Committee

Committee reviews RPT Charter attached
and Commitie | as Annex “|".
evaluates e Chatter
related attached
party as Annex
transaction | “I".
prior to
their
submission
to the
Board for
approval.

The RPT
Committes
Charter is
attached

hereto as
Annex "I
and made
an integral

part hiereof.
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2) Committee Members

Comimittee members are appointed during the organizational meeting of the Board of Directors. The
information below covers the calendar year 2015.

(8) Executive Committee

Chairman Helen Y. Dee 29 June 2015 44 39 88.64 10 yrs
Member
(ED) Lorenzo V. Tan 29 June 2015 44 39 88.64 8 yrs
Member .
(NED) Cesar E. A. Virata | 29 June 2015 44 40 90.91 20 yrs
Antonino L. '

Member (ID) Alindogan. Jr. 29 June 2015 44 34 77.27 8 yrs
Member 30 June 2014

P *resigned 3yrs 10
(NED) Minki Brian Hong eﬁecﬁ;j&z? Apil 15 4 26.67 ?r:os

2015

?ANBE”B?” Teodoro D. Regala | 12 May 2015 29 28 96.55 | 7 mos

(b} Audit Committee

s 18 e

Chairman Armando M. Medina 29 June 2015 15 15 100 B yrs

(1D) _

Member (ID) | Francisco C. Eizmendi, Jr. | 29 June 2015 15 9 80 2year 4
mos

Member Minki Brizan Hong 30 June 2014 5 1 20 3yrs 10

(NED) *resigned as mos.

director effective
27 April 2015
Member Medel T. Nera 29 June 2015 15 13 B86.67 3 yrs 11
(NED} mos

Disclose the profile or qualifications of the Audit Committee members.

Dir. Armando M. Medina, 86, Filipino, is an Independent Director of the Bank. He is a member of
various board commitiees of the Bank, including the Audit Committee, and Risk Qversight Committee
and the Corporate Governance Committee. He is also an Independent Director of RCBC Savings Bank,
RCBC Capital Corporation, and Malayan Insurance Co. Inc. He graduated from De La Salle University

with a Bachelor of Arts degree in Commerce and Eccnomics and a Bachelor of Science in Commerce
with a major in Accounting.

Mr. Francisco C. Eizmendi, Jr., 80, Filipino, is an Independent Directar of the Bank. Mr. Eizmendi is
also the Chairman of Dearborn Moter Co., an Independent Director of Sunlife Grepa Financial Inc. and
Makati Finance Corporation and Trustee at the Institute of Corporate Directors. He served as President
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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. Medel T. Nera, 60. Filipino, joined the Bank in July 2011. Presently, he is the Chairman of the Risk
Oversight Committee and member of Audit and Technology Commitiees. Mr. Nera 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 a Master of Business Administration degree. He is
presently a 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, iPeople, Inc., LLandev Corporation, Hi-Eisai Pharmaceutical, Malayan
Colleges Laguna Inc., and YGC Corporate Services,

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

i. 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.

fi. 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 audit, including coordination of audit efforts with internal 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.

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 totai 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. If 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 Governance
Committee.

v

) Length of =

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

{d) Remuneration Committee

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

Bl B
Chairman

Member (ED)

Member
(NED)

Member (ID)

Member

Corporate Governance Committee

Chairman (1D

} Francisco

Eizmendi, Jr.
Member (NED) | Helen Y. Des 29 Juneg 2015 10 10 100 10 yrs
Member (NED) | WIilfrido E. Sanchez 29 June 2015 10 9 90 Byrs
Member (ED) Atty. Ma. Celia H. | 29 June 2015 10 9 a0 4 yrs

Fernandez-Estavillo
Member (1D} Armande M. Medina 29 June 2015 2 2 100 | 1 yr4 mos.

*from 26 Aug
2014

() Others (Specify)

Provide the same information on all other commitiees constituted by the Board of Directors:

TRUST COMMITTEE

e i e 5 Y 4 Committ
Chairman Teodoro D. Regala | 29 June 2015 12 12 100 16 yrs
(NED) _
Member Cesar E.A. Virata 29 June 2015 12 12 100 8 yrs.
(NED)
Member Wilfride E. Sanchez | 29 June 2015 12 11 91.67 | 11 yrs. 11
(NED) mos.
Member (ED) | Lorenzo V. Tan 29 June 2015 12 12 100 7 yrs. 11
MOos.
Member Lourdes M. Ferrer 1 Sep 00 12 12 100 14 yrs. 9
{Trust Officer) mos.

RISK OVERSIGHT COMMITTEE




Chairman Medel T. Nera 29 June 2015 11 i1 100 3yrs 11
NED) mos
Member Helen Y. Dee 29 June 2015 11 11 100 6 yrs
(NED)

Member (ED} | Lorenzo V. Tan 29 June 2015 10 9 20 8 yis
Member Cesar E.A. Virala 29 June 2015 11 11 100 14 yrs
NED)

Member (ID} | Armando M. Medina | 29 June 2015 11 9 8t.82 12 yrs

(Vice Chair)

Member Francis G. Estrada 30 June 2014 4 1 25 10 months

(NED) *until April 2015

Member Richard Westlake January 2015 11 7 63.64 1 year

(NED)

TECHNOLOGY COMMITTEE

fl
L Gl BETa SE ey .wg_‘;;;*%gﬁm,". !ﬂ‘,m;;

Chairman Helen Y. Dee 29 June 2015 10 9 90 7VYrs 8 mos
Member (ED) | Lorenzo V. Tan 29 June 2015 10 7 70 7yrs 6 mos
Member Cesar E.A. Virata | 29 June 2015 10 7 70 7yrs 6 mos
{NED)

Member Medel T. Nera 29 June 2015 10 9 an 7yrs 6 mos
NED)

Member {ID) Armando M. 1 29 June 2015 10 9 a0 7yrs 6 mos

Medina

PERSONNEL EVALUATION AND REVIEW COMMITTEE

Chairman Ms. Helen Y. Dee June 2005 100 9 yrs

Member Head -~ Human Resources - 100 -
Group

Member Head — Retail Banking Group - 75 -

Member Head — Controllership Group - 100 -

Member Head - Legal and Regulatory] - 100 -
Affairs Group

Member Head —  Corporate Bisk - 100 -
Management Group
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RELATED PARTY TRANSACTIONS COMMITTEE

%
At e S AL R AT T o T O el N L i 5 Fdr e TH P Rt T i
Chairman (D) Antonino L. Alindogan, Jr. 29 June 11 7 63.64 1 year3
2015 mos.
Member (1D) Francisco ©C. Eizmendi, 29 June 11 9 81.82 1 year 3
Jr, 2015 _ maos.
Member (NED) Wilfrido E. Sanchez 29 June 1 9 81.82 1 year 3
2015 mos.
Member (NED) Teodoro D. Regala 29 June 11 11 100 1 year
2015 mos.
Member (NED) Francis G. Estrada 26 August 6 5 83.33 7 mos
2014
*resigned
effective 27
. Aprl 2015
Alternate Ma. Celia F. Fernandez- 24 9 9 100 9 mos.
Member (ED) Estavillo November
2014
*until 25 Aug
_ 2015
Member Yuh-5hing Francis Peng 29 June 5 3 60 6 maos.
2015
*first
appointed 25
May 2015

3) Changes in Committee Members

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

changes:

Yot

; Akl
Exacutive
Committee

Mr. Minki Brian Hong

bank and pursuant o

lgrincipal Bo‘.ldng'er had an interest in the
shareholder

agreements, he resigned as directar.

Atty. Teodoro D. Regala

Atty. Regala was appointed to fill the
vacancy.

Audit Committee

Mr. Minki Brian Hong

Pleasa see above.

Related Party Resigned as director for personal
Transactions reasons and this coincided with the need
Committee Mr. Francis G. Estrada for an additional seat in accordance with
the shareholders’ agreement with Cathay
L.ife.
. . Mr. Peng was appointed to fill the
Mr. Yuh-Shing Francis Peng vacancy.
Risk Oversight , Mr. Westalke was appointed as additional
Committee Mr. Richard Westlake member in the Committee.

Mr, Francis G. Estrada

Please see above.
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4) Work Done and Issues Addressed

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

Executive

Discussed variolis
issued by regulatory agencies
Approved non-DOSRI loans
over P100 million up to below
15% of the Bank’s unimpaired

capital

Evaluated and  approved
various operations/product
manuals

Reviewed and endorsed for
Board approval various

management matiers

with Iu W,

and
regulatory issuances; fulfillment of
responsibilities under the Bank's

By-Laws and
Governance Manual

Corporate

Audit

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

Review of audit repotts of
both internat and external
auditors and engaging in
discussions of the results of
audits during Audit
Committee meetings to

evaluate the adequacy and
effectiveness of internal

control system and risk
management including
financial reporting.and
information technoloay
security. This also included
the review of the annual and
guarterly financial statements
before submission to the
Board and requlators
focusing on the following
matters:

e Providing the Internal Audit
function with sufficient
manpowsr complement thru

apgroval and endorsement of
the additional manpower

requireinent of IAG brought
_gbout by the continuing
expansion of the bank.

s Approval on the outsourcing of
60 businass centers, various
IT—related Audits (i.e. General
Controls and Application
Review), 2015 financial
statements review and
independent review of ICAAP
fo ensure adequate audit

coverage.

= The Committee instructed
Retail Banking Group and
Human Resources Group to
upgrade the screening
process of branch personnel
particularly the Branch
Managers, to imorove
competency of the new hires
thru adeguate training prior to
deployment and to require
existing_personnel to

-  Any changes in coniinually enhance their
accounting  policies and process knowledge and strict
pragtices; execution of controls

- Significant  adjustments
arising from audit: s The Committee recommended

- Compliance with the reiteration of varicus
accounting standards; policies in the BC as well as

- Compliance  with  tax, implementaticn of stringent
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legal and regulatory
requirermnents;
- Going concern

assumplions;
-  Major judgmental areas:

and

- Completeness of
disclosures _of material
information including

subseguent events and
related party transactions.

Heview of the extent and
scope,  activities,  staffing,
resources and grganizational
structure of the Internal Audit
function and _approved  the
annual audit plan to ensure its
conformity with the objeclives
of the Bank. This also
included guarterly review of
audit plan _accomplishment /

status_including capacity and
manpower complement.

Review of - the compliance
reports _ of the Compliance
Officer during Audit
Committee meetings o]
assess compliance with laws,
rules and regulations.  This
also included the review of
findings of any examinations
by regulatory agengies (e.q.,

BSP).

Review of the Audit
Commitiee and Internal Audit
Charters.

controls on critical processes,

Risk Oversight

Approval of:

- 2015 Portfolic & Risk
Limiis

- Bank replies to BSP ROE
findings on risk
management

-~ March 2015 iCAAP
Document & Roadmap

- 2015 Consolidated Risk
Appetite Statement

- 2015 -2017 ICAAP
Financial Projections

- Material risks to be
covered for 2015

- Growth limits jor the
Group's BE exposures
refative to capital

+ |CAAP

+» Credit Risk Management

« Market and Liguidity Risk
Management

e Dperational Risk
Management & Risk
Management Systems
Contingency

Manragement; and
» T Risk
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adequacy floors
Revised capital calculation

framework for credit
concentration and siress
testing

BSP Circular 855 Gap
Analysis

Policy and action plans
concerning stale risk
ratings

Proposed rating action for
cash-secured credits
Pelicy on internal model
validation and backiesting

casted” FS for ratings
purposes

Reporting policy for
treasury transactions
Policy for valuation and
monitoring of equity
exposures under FVOCI|
and FVPL

LCR policy

Amendments 1o the
Contingency Funding Plan
Amendments to the
ORMD Framework and
various Guidelines on
KRI. RCSA, and Lass
Events reporting

Revised KRI| assessment
parameters and
thresholds

ISGD charter. 1SGD
framework, and strategic
plan

Initiatives towards system
acquisition and
implementation of InfaSec
programs

Poiicy on InfoSec
standards consdltation
and clock synchronization
Prioritization schedule for
systems under disaster
recovery

Additional UHFE radio units
for disaster preparedness
For the conduct of basic

life support training

Notation of:

Standard and limits
compliance reporis
Manuals reviewed by
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CRISMS for 2015
Reports ¢n subsidiary
credit risk oversight
BSP's LCR
implementation timeling
and internal LCR
simulations

Other matters covered by

ORM oversight
Progress reports on the
implementation of the
OBM sysiem

Regular InfoSec and
technology reports
Disaster Becovery Test

reports

Various contingency
initiatives and disaster
preparedness activities
Gaps vs BSP guidelines
on business continuity
management

Reaular ypdates on the
implementation of Risk
Maqt projects

Regular Trust risk
management reports

Notation of and action on the

Risk Profile of subsidiaries

Natation and disposition of:

Credit Stress Testing
resulis

Regular credit risk
portfclic reports on ratings
migration, concentration,
asset quality, and risk-
based pricing compliance
Regular market & liquidity
risk reports

Discussion and notaticn of:

Requiar ICAAF & Basel 1ll
uns

Various RAPM runs
REST runs

Various requlatory
issuances impacting
Capital Adeguacy

Confirmation of ALCO actions

on gdisposition of various limit
breaches

Oversight on BSP Circular No.

59




855 (Credit Risk
Management) implementation

FATCA Implemeniation
Oversight

Corporate
Governance

Heview and evaluation of the
qualifications of persons

Fulfillment  of

responsibilities

nominated to the Board as

under its charier and the
Corporate Governange Manual

well as new officers with rank
of Assistant Vice President
and up requiring appointment
by the Board;

whole, of themseives as the
individual members and as
members of the Board
committees; and

—_———

RHeview of the annual
performance evaluation of
senior management and thgse
recommended for promotion.

Review/evaluation of certain
findings of the BSP in the

recent examination

Trust

Formulation of policies and

To ensure that policies and

guidelines:
- Approval of Revised Trust

Policy  Manual __ {June
20158)
- Approval of Revised Trust
Hisk Manual (June 2015)
- Approval of new policies
and_guidelines to further
streamline controls:
(@) Amiendment to credit
scoring of local and

foreign financial
institutions {June
2015)

{b) Proposed criteria for
self-assessment
rating. form  (June

2015)

{c} Policy_governing the
handling of
unclaimed balances
{May 2015)

{(d} Guidelines for
handling reseve
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Conducted oversight of trust

requirements for
other institutional
trusts,

To _promote the growth of the

business

Approval of Trust

trust _business in terms  of
volums of trust assels and

business plans for 2015
Review of monthly

revenues:
To monitor performance of the

financial performance of

trust business in relation to the

Trust for 2015
Discussions of impact of

approved business plan _and
against competition

new regulations issued
on the trust business

Heview of industry
landscape  and  trends
{guarterly)

Monthly review of status
of past due loans

Annual status  report n

ROPAs of TIG
Administrative and
performance  review of
accounts
implementation  of  the
report on compliance with
client prescribed  limits

{guarterly)
Discussions on the
guarterly investment

strategies  of TIG  with

monthly market updates

Product development

efforts for 2015

a. Aqggressive
marketing_ of Peso
Cash  Management
Fund (volume grew
by P3.98)

b. Training of WM and
Branch personnel for
Feeder Funds and
Fund of Funds
{covered  82%  of
branches and 92% of

f

Wm _personnel)

¢ Continued -
accreditation of UITF ]

marketing Qersonneli
{3 sessions in 2015} |

d. Various product
promotion and
awareness
campaigns and

incentive programs

Discussions on_accounts
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opened and closed on a
monthly basis together
with new mandates

Evaiuation and approval of
management
recommendaijons on the
investment and disposition of
funds or

- Approval of lines for local
financial institutions
(Sepitember 2015)

- Approval of lines of
foreign financial
institutions {(May 2015}

- Accreditation of
stockbrokers (Sept 2015)

- Approval of credit lines
for corporate borrowers
and bond issuers {as
necessary)

- Approval of the list of
investment outlets Tor
various scecounts {as
necessary)

- Approval of various
issues (bonds, |IPOs and
preferred shares) offered
in the market

- Approval of new products
to be launched and
product enhancements

- Approval of list of equity
issues (May 2015)

Management of risks in the

conduct of the trust business

- Discussion and review of
various risk management

To ensure that investments
of accounts managed are
done prudently and through
accredited parties

To monitor, measure and
control levels of risk
undertaken by Trust in
relation to the client's

reports {market risk,
credit risk, operational
risk, reputation risk,
stratedic risk. legal risk}
- Monitoring the proper
implementation of
approved policies and
quidelines
- Review of compliance
with applicable laws and
regulations
- Development of systems
to enhance productivity
and customer service
a. Continued
enhancements of
Administrative
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Review System
b. Completed of phase

| of the Trust Order
Monitoring System

{expected to go live
an March 2016)

c. Initiated TAPS
Replacement
Project in December
2015

d. Initiated
devetopment of the
UITE Online
investing Project

- Updates on requlatory
developments and
_ impacts to Trust
business,

= Audit and Compliance

Trust was exempted from

To ensure that aceounts are
managed in accordance with

the annual BSP audit in
2015

Al trust units obtained
satisfactory 4 star rating
from Internal Audit
Addressed various audit
and compliance issues in
BSP examination, internal
audit and semi-annual
compliance reviews

reqgulations and client
prescribed guidelines;

To ensure compliance with
new requlations which impact
the trust business

Technology

Approved major IT
investments,

Managed and aligned |T
initiatives across the Group.
Reviewed status of major
projects.

Prioritized IT initiatives
Evaluated emerging IT
solutions for use of the
Group.

Reviewed and resolved IT
risks and other IT related
issues raised in the
TechCom.

Ensured compliance to BSP
rules and regulations relating
to Information Technology

Fulfillment of management
and oversight responsibilities
over IT initiatives of the
Group as provided under its
Charter

PERC

Reviewed disciplinary
cases.
Ensured that appropriate,

corrective and disciplinary
measures are imposed on
cases involving dishonesty,
fraud, negligence, or
violation of any internal Bank

Fulfiliment  of

responsibilities

under its Charter
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policy, rule or procedure
committed by an RCBC

employee.
RPT « Constitution of the RPT| Fulfllment of responsibilities
- Committee under the Charter and relevant

- Review of the Charter and | regulations.
policies on RPT

= Heview of related party
transactions

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.

G Sues;to'be’Addres
ML, LR :. Hersk gt A
Executive N/A.  This wili be at the | N/A.  This will be done at the
board level, board level.
Audit « Evaluation and approval of | « To address the 2014 backiog
the outscurcing of sixty (B0) in the audit plan.
business center to an| « To address the manpower
external service provider in deficiency of IT Audit and
case additional manpower regular audit.
requirement is not on board | « To  expedite the  Audit
by 1% quarter of 2015. Commiltee  meetings and
» Evaluation of the focus on addressing
outsourcing of some of the significant  issues  requiring
IT Audit plan management attention.
e Review of the Audit| « To recommend external
Committee and  Internal auditor in consideration of the
Audit process qualification, independence
+ Review of sslection process and effectiveness.
and criteria on the
assessment of the external
auditor and conduct of the
annual assessment.
Nomination « Functions have been merged
under the Corporate
Governance Committee
Remuneration « Functions have been merged
under the Corporate
Governance Committee
Trust Policy Formulation + Review policies to keep up
with the changing market
conditions  and  regulatory
environment
+ Review procedures and
guidelines in areas which
reguire streamiining of
processes
o Address any audit and
compliance issues that may
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be raised

Strategy Formulation and
Performance
To increase trusi assets to P88B
a. Volume Growth. by end 2014
b. Revenue Contribution « ToO g_enerate P278M in frust
feesin 2014

+ To develop at least one

¢. Product Development product in 2014

« Implement the Trade and
Order Monitoring System to
strengthen risk management

Operational Efficiency and in handling of accounts
Controls «  Maximize use of the
Administrative Review

Monitoring System and
generaie required reports

Streamline risk management

Risk Management reports  to facilitate  Trust

Committee review and action

Audit . Achleve satisfactory  audit
_ rating

F. RISK MANAGEMENT SYSTEM

1) Disclose the following:

1.

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 profitability and shareholder
value through an optimum balance of risk and return.

This corporate risk philosophy further translates to:

Prudential risk-taking and proactive exposure managemeni as cornarstones 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.

Concretely, 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.
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2)

(a)

(b)

2. A statement that the directors have reviewed the effectiveness of the risk management
system and commenting on the adequacy thereof;

The Board, via the Risk Oversight Committee as its designated oversight body, reviews the
effectiveness of the risk management systemn on a continuing basis. Such review covers, among
others, 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 submitted to the BSP
avery 31% of January, and every March 31% starting in 2015. The Board had done so for 2015 and
2016, and deemed the effectiveness of the risk management system 1o be adequate.

3. Period covered by the review;
Please see item (b) above.

4, 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.

5. Where no review was conducted during the year, an explanation why not.

N/A

Risk Policy

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 priority), along with the objective behind
the policy for each kind of risk:

iskiManagement:Policy.

S TOpjective s s T

e i,

Please refer 1o reply in | Please refer to reply in item b | Please refer to reply in item b
item b below. | below. below.

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:
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12 RISKExposure

‘RiskiManagement:Policy:*.. | .7 v Objective:, = ...

Please see repl
below Py Please see reply below. 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 techniques. Metrics, both adopted from regulation and best praclice and
internal to the Group are then used to measure these risks. Limits are then set to control them; and
fater 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 ariginate
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 stakeholders,

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.

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 Il and BSP 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 H and BSP Circular 538.

® Market Risk — It is the risk resulting from adverse movements in the general fevel 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.

. Operational Risk — It is the risk arising from the potential that inadequate information system,
operations or fransactional 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 Appreach in its assessment of this risk.

Pillar 2 Risks
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The tools used to measure most of Pillar 2 risks on the other hand are, in general, still evolving, and
shall still undergo refinement moving forward. Following is a brief summary of how the Group
appreciates these risks, and the tools employed for quantifying the same in 2014,

. 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 (MCQ) method, which in turn
is based on historical observations and simulations of prospective liquidity risk events.

. Interest Rate Risk in the Grouping Book (IRABE) ~ It is the current and prospective negative
impact to eamnings 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: {NH}-ai-Risk meathods.

. Concentration Risk — It is the current and prospective negative impact to earnings and capital
arising from over-exposure to specific indusiries 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 quantificalion
ot 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
system could surface a better estimation methad.

. Stralegic Business Risk — It 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 expresses its estimate as a cap on additional risk weighted assets given other risks and
a desired minimum capital adequacy ratio.

Risk Control

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 established, approved, and communicated through policies, standards, and procedures 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 leveis to ensure timely review of risk positions and exceptions versus
established limits and ensure effectiveness of risk conirols using appropriate monitoring 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
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those of the subsidiaries’. The Chair of the ROC 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 valug-adding growth. It

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

(¢) Winority Sharehoiders

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

CE

e RISt MINOrity, Sharenolders,

None. Notw1thstand|ng 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:

i k Management and Contro
Pls. see discussion Pls. see discussion on Risk Pis. see discussion on Risk
on Risk Policy, Folicy. Pelicy.
(h) Group

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




Pls. see discussion | Pls. see discussion on Risk | Pls. 'see discussion on Risk
on Risk Policy. Policy. Policy.

{c) 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 accountahility for the risks taken, the tolerance for these risks, business strategies, operating
budget, policies, and overall risk philesophy.

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

The Risk Oversight Cornmittee (ROC)

The ROC is constituted by the Board, and exercises aulhority over all other risk commitiees of the
various HCBC business groups and subsidiaries, with the principal purpose of assisting the Board in
fulfilling its oversight responsibilities refating 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 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. The committee shali likewise enable the Board to establish the
Graup’s risk tolerance within a risk-reward framework and ensure that a risk management strategy is in
place that adheres to this framework. More particularly, the commitlee shall;

* ldentify the Group’s risk exposures and shalt assess the probability of each risk becoming reality and
shall estimate its possible effect and cost. Priority areas of concem are those risks that are most
likely to occur and are costly when they happer.

» Develop a written plan defining the strategies for managing and controlling major risks. It shall
ideniify 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 regutar 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 committee shall report regularly to the
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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 ROC, the Board had constituted other committees that are nonetheless crucial 1o the risk

management process. Primarily responsible for providing oversight with respect to the Group’s risk-
taking function are the following committees:

The Executive Committes

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. Mare 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 Comimittee

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 Committes, and takes
immediate measures to enable reduction of the level of past due accounts.

The Asset and Liability Committes

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 following in turn are primarity responsible for validation and ensuring compliance to regulatory and
internal policies:

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

» Oversight 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 Commitiee.

* Investigation 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.

» The review of the effectiveness of the institution’s internal controls, including financial, operational
and compliance controls, and risk management, to be conducied at ieast annually.

The Corporate Governance Committee

The Corporate Governance Committee is constituted by the Board to assist in performing its corporate
governance responsibilities. It 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:
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» 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,

» 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.

« Prepare internal guidelines that shall be adopted which address the competing time commitments
that are faced when directors serve on muitiple 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 Related Party Transactions Conmimitlee

The RPT Committee is a Board-level committee headed by an independent director and compased of
members with the least connection to the YGC conglomerate. The Committee meets monthly and as
necessary, and reviews RPT's to determine whether or not the transaction is on terms no less favourable to
the Parent Company than terms available to any unconnected third party under the same or similar
circumstances. On favourable review, the RPT Committee endorses transactions to the Board for approval.

The Corporate Risk Management Services Group (CRISMS)

CRISMS’ responsibilities 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 resutts, and the back-testing of the models /
methodologies.

* Design or selection, and implementation of {iquidity risk measurement methodologies (e.g. maximum
cumulative outftow) and the menitoring / reporting of results.

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

Along with Corporate Planning, CRISMS is also a lead unit in the implementation of the Group ICAAP. It

is also acts as a main conduit of risk information from fine management to the ROC, and eventually to the
Board.
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G.

INTERNAL AUDIT AND CONTROL

1) Internal Control System

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

{a) 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 Manual,® 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 corpeoration is exposed.

{(b) 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 conlrol system and risk
management including financial reporting control and information technology security.

« Evaluate whether management is setting the appropriate control culture by communicating the
importance of internal contral 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.

» Ascertain whether internal control recammendations made by internal and external auditors and
regulating bodies have been implemented by management.

{c) Period covered by the review;

The review may cover the period from the last year to the current year. !n 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 controf system, including

financial reporting, operational and compliance controls, risk management, and information technology
security.

(d) 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

Definition of Terms, par. j.
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2)

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

Internal Audit

(@) 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.

Internal Audit —
provide value
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.

e o i

RS AR s

in-House

EVP
Luisa
LLim/Internal
Audit Group

Ana
S.

« Prepare a

flexible
annual audit plan
using an appropriate
risk-based
methodology.
Provide periodic
reports to the Audit
Committee

summarizing the
Internal Audit
performance 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 fauditing 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 Committee 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
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committee and to all records, properties and personnel?

Under the Audit Committee Charter attached hereto as Annex “C”, the Audit Committee 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. 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 perscnnel to enable them to perform their respective audit
functions.

{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.

i Bt - 2
Gershon Bautista accepted COA’s job offer
Kristine Ciriaco accepted EastWest Bank's job offer
Saphire Buenale accepted EastWest Bank's job offer
Estella Maria. Delos Reyes accepted EastWest Bank's job offer
Patricia Tapalla transferred to RCBC The Fort JY Campos BC
Jovine Asuncion accepted COA’s job offer
Joannes Errol Taguinod accepted COA's job offer
Imee Mansibang accepled EMAPTA's job offer (BPO)
Rachelina Bernal transferred to RCBC Boni BC
Juan Miguel Mababa accepted COA’s job offer

(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 pian;

" v ssues” are compliance matlers that arise from adopting different interpretations,
" “Findings” are those with concrete basis under the company's policies and rules,
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Examination is based on the annual audit plan while a portion of the plan is allotted for special or
unscheduled audits. Revisions or adjustmenits in the annual plan are presented for the approval
aof the Audit Commiittee.

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. Documentation 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-to-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.
{f) Audit Control Policies and Procedures
Disclose all internal audit controls, policies and procedures that have been established by the

company and the result of an assessment as to whether the established controls, policies and
procedures have been implemented under the column “Implementation.”

PPP  2014-04: Revised Policies and
Procedures on Exception and Management Implemented
Issue Tracking (EMIT)

PPP 2014-05; Policies and Procedures on
Customer Satisfaction Survey Questionnaire

PPP 2014-07: Revised Post activity & Report

Implemented

Transmittal (PORT) Format _ Implemented
PPP 2014-08: Audit Examination Policy Implemented
PPP 2014-09.1: Audit Examination - Annex

11 - Submission of Audit Reports for implemented

Presentation to the Audit Commitiee

(@) 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 ta the company):

As “in the
Internal Audit Charter N/A N/A N/A
and to maintain
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objectivity,  Internal
Audit is not involved
in day to day
operations,

(h) State the officers {(preferably the Chairman and the CEOQ) who will have to atiest 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 CEQ: Mr. lLorenzo V. Tan

H. ROLE OF STAKEHOLDERS

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

Activities

Customers' welfare

Employee’s Code of Conduct
under Treatment of Clients,

There are different venues
where the Bank receives
customer complaints:

= Branch/ Account Officers

«  Customer Contact Center

»  Social Media (Facebook/
Twitter)

Complaints received through
the contact center are sent o
the branches concerned for
their proper handling. The
Branch Support Department of
the Retail Banking Group is
also copy furnished regarding
the concern and follows up on
the resolution of the concern.

Complaints received through
social media  are also
monitored by the Branch
Support Department and is
also forwarded to the branch
concernad or unit concerned
for proper resolution and
action.

The Branch Support
Department then follows up
with the branch on actions
taken regarding the concern,
and then wvalidates with the
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client if the feedback of t‘he
branch is correct.

The RBG Operations and
Process Review Committee
reviews the short and long
term  solutions on  client
concerns.

The main focus of the Bank’s
service culiure program is
providing the standard service
for clients, e.g. proper spiels,
turn around time in account
opening and tellering
transactions, proper  cross
selling skills and kyc. proper
way of speaking and
interacting with the customer.

Incorporated in  the training
programs is the MR guide on
handling customer complaints
e.g. "Taking the HEAT"

H-ear them out
E-mpathize
A-pologize
T-ake Action

Supplier/contractor selection
practice

The Bank has a board-approved
Policy on” OQutsourcing  in
accordance with BSP Circular No.
765 re.  “Revised Outsourcing
Framework for Banks." The
Bank's policy provides for
guidelines, processes, and
controls in managing outsourcing
risks. The Bank is required under
the policy and in accordance with
the BSP Circular to conduct due
diligence on service providers to
ensure their integrity, technical
expertise, operational capahbility,
financial capacity, and suitability
to perform the outsourced activity.

In certain cases as permitted by
law  and regulations,  the
suppiier/contractor selection
process is being handled by
House of Investments, Inc., an
aftiliate of the Bank,

There are Procurement Shared
FPolices (PSS}, Supplier
Management, GChoosing A
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Supplier and Code of Ethics for
Suppliers policies.

Suppliers are evaluated based on
compliance with user
requirements, quality,
performance record in the
industry, technical competence,
customer service, design,
delivery, dependability.
Accreditaticn of new suppliers is
based on recommendations of
procurement - heads or officers
and is evaluated and approved by
the PSS Manager and General
Manager. Accredited suppliers
are likewise subject to
performance evaluation.

Environmentally friendly value-
chain

The Bank has a Policy on Social
and Environmental Management
System. The Policy applies to
borroweis of the Bank whose
business operations/projects have
environmental impact and risks
that should be managed in an on-
going basis in relation to the
environmental and sacial
concerns of the Bank. In addition
to the regular credit evaluation
process, review/evaluation of alt
credit  application/proposal for
project/s for financing shall also
consider social & environmental
requirements  such as the
International Finance Corporation
{IFC) Exclusion List, applicable
national laws on environment,
health, safety and social issues
and any standards established
therein and IFC Performance
Standards.  Environmental risk
categories are assigned and
credit approval obtained in
accordance  with  requirements
depending on the risk category.
Environmental covenants are
incorporated in the Loan/Credit
Agreement, and  periodically
evaluated and monitored.

Community interaction

Please see discussion under
Corporate Social Responsibility
Initiatives.

Please see discussion under
Corporate Social Responsibility
Initiatives.

Anti-corruption programmes
and procedures?

Under Part D of the Code of
Conduct on Conilict of Interests,
lo avoid conflict of interest,
employees are to  conduct
business transactions for the
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Bank in accordance with Bank
policy and avoid direct or indirect
use of the Bank's goodwill
reputation, funds and property or
other resources for personal gain.
This involves, among other
things, accepting gifts,
entertainment or favors from
customers ar suppliers; outside
employment; outside directorship:
and receiving commissions or
benefits from customers or
suppliers.

Gifts and Entertainment. The
Bank does not allow solicitation of
gifts, 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.

Favors. The Bank does not buy
businegss. This is obtained on the
merits of the Bank's products,
services and people. It does not
bend rules nor offer money, illegal
or inappropriate favors of unusual
vaiue to obtain or retain business.
In this regard, any and all
significant donations or
contributions to or through a
customer for whatever purpose
using Bank property or funds
shouwld be with the prior
authorization of the concerned
Group Head. Should said
donation or contribution be
through the purchase of a raffle or
lottery  ticket, any prize or
winnings therefrom, regardless of
whether the fticket is in ths
employee's possession or in the
employee’s name, must be turned
over to the Bank.

Receiving Commissions or
Benefits. Employees must avoid
situations  which  may unduly
influence the relationships with
customers or suppliers in a
position to transact business with
the Bank. Employees must make
sure that the procedures laid
down in providing customer
services or in purchasing goods
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and services are strictly foillowed.
Employees who have a direct
hand in choosing companies from
which purchases of the Bank's
business requirements are to be
made, are discouraged to use
said authority 10 obtain
commissions  or leverage io
purchase the same item/s for
personal interests at terms not
otherwise available ta his/her
colleagues or the  public.
Suppliers and customers are
chosen based on merit and not on
what can be gained from them.

The Code of Conduct is a main
topic included in the Bank's
Employee Orientation Program
which is held on a regular basis.

The Code of Discipline provides
for penaities for viclations of the
Code of Conduct. Administrative
cases are handled in accordance
with  the Bank's Administrative
Cases Procedure and existing
laws. The Personnel Evaluation
and Review Committee, as
mantioned, acts 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  commitled by an
RCBC employee and ensures
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 empioyee,

Safeguarding creditors' rights

It is the policy of the Bank to
conduct its business in  an
efficient and fair manner in order
for it to meet its contraciual
obligations  to its depositors,
subordinated debt noteholders,
and service providers. In the
event of any liquidation or
bankruptcy  proceeding, such
creditors have preference over
the assets of the Bank in
accordance with Philippine laws
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As

and
and

on preference of credits.

disctoses, either through its
website or the required stock
exchanges, the relevant terms

a listed company, the Bank

conditions of their investment
fund-raising activities

2) Does the company have a se
report/section?

Yes.

parate corporate responsibility (CR) report/section or sustainability

3) Performance-enhancing mechanisms for employee participation,

(é) What are the company’s poticy for its employees’ safety, heaith, and welfare?

RCBC is committed to maintain a safe and healthy working environment.
policies in accordance with labor laws and regulations:

1. Family Welfare Policy. This palicy is intended to chart

The Bank has the following

programs the Bank will imptement to support

employees to build strong and healthy families,

2. Tuberculosis Workplace Policy Program. This policy was adopted to address ths stigma attached to
TB and to ensure that the worker's right against discrimination, brought by the disease, is protected.\

3. HIV/Aids Workplace Policy

Program. This policy was issued for the following purposes.

i. To educate the employees on the intricacies of HIV/Aids
if. To inform and guide employees in the diagnosis, treatment and prevention of HIV/Aids in the

workplace
iii. To address the stigma

attached to HIV/AIDS and to ensure non-discrimination in any form from

pre-employment to post-employment; and
iv.  To show support in addressing HIV/AIDS as an international nandemic problem.

Procedures are in place to protect all associates from generally recognized workplace hazards such as

fire, earthquake, robberies and

The Bank likewise has substan

1. Substance Abuse Policies

Employees who work wh

other natural and man-made calamilies.

ce abuse policies and inspection and search procedures.

tle 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 professicnal image of the Bank. Thus, the Bank enacted of the following policies:

RCBC’s Drug-Free Workplace Policy & Programs

1.1
1.2 Policy Against Alcohol
1.3

Abuse

Folicy on OF-Duty Substance Abuse

2. Inspection & Search Procedures
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Employees are mandated to notify security personnel 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 parsonal property that may be used as
repasitory of cash, jewelry, documents, keys, data and other valuable items.

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

dental benefits. group insurance and bereavement assistance. Associates are alsa entitled to vacation
and sick leaves.

The supplemental benefits that the Bank has for its associates include hospitalization, medical and

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

The Bank has the LEADERSHIP U for its laderized learning and development programs for employees

across job levels which are as follows:

(1) Executive Development Program;

(2) Leadership Development Program;

(3) Middle Management Development Program
(4) Supervisory Development Program

{(5) Officers Development Program

The Bank also has the following learning and development COMPETENCY TRACKS for in-house
programs as well as external training:

Customer Service Programs
leadership Development Programs
Risk Management

Sales Planning and Management
Operations Core-Competency
Product Knowledge

Technical Competency

E-Learning on the following:

LNeossenz

(a) Information Security Awareness
{h) Corporate Governance
{c) Crisis Management

{d) Anti-Money Laundering

The different Groups also have their respective LEARNING SESSIONS which are conducied in
partnership with HRG-Learning & Development Team.

(f) 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 to pay its employees salaries/compensation consistent with job performance and the
requirements 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
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rewards for contribution to the business objectives of the Bank.

1. The Bank implements and maintains a sound Compensation and Incentive Program, with the
fallowing 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
campensation 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 siructure 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 Senior 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.

b. Target Market Group. The salary structure was based on market data of banks deemed as
peers by RCBC. Data on these peer banks are cbtained from industry and national surveys conducted
by private consultancy 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
annuai cash compensation.

3. The salary structure is reviewed regularly by HRG to maintain its relevance and competitiveness
internally and externally.

4. In case surveys and studies reveal that the salary structure is grossly sliding oft as compared to
the industry or its Target Market Group, it is incumbent upon HRG to come up with recommendations {o
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 Commitiee.

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

7. The Compensation and incentive Pregram shalt be composed of:

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

b. Guaranteed Pay. Refers o the guaranteed annual pay/compensation regardless of whether the
company meets its target or not. For Non-Officers, guaranteed pay totals 17 momhs, which includes the
13" month pay. For Officers, guaranteed pay totals 16 months inclusive of the 137 month pay.

34



4)

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).

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

(including corruption) and unethical behavior? 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 repart 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;

{b) Oversee 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 thereto.

CONFIDENTIALITY OF REPORTS & CONSEQUENCES OF REPORTING

Al 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 canforme.

Al informants shall be protected by the Bank from harassment, reprisal and/or retaliation.

If the informant is somehow involved in the anomaly, s(he) will be exempt from administrative sanctions
and/or criminal presecution, if and when all of the following conditions cancur:

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

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

{c) There is no ather direct evidence available for the proper prosecution of the anomaly committed;

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

(©) The informant does not appear to be the most quiity; and

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

the anomaly/itregularity.

Exemption from administrative sanction andfor criminal prosecution shall be upon the recommendation

of the Investigative Committee and final approval of the Personnel Evaluation & review Committee
(PERC).
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OFFENSES & SANCTIONS

If an employee makes an allegation in good faith and said allegation is not confirmed by subseguent
investigation, no action shall be taken against that employee. 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 misconduct — a gross/terminable offense.

Any act of misrepresentation, forgery or deceit that an employee may initiate in order to intentionally

harm a co-employee constitutes dishonesty and grave misconduct, which are grounds for termination of
employment.

. DISCLOSURE AND TRANSPARENCY
1} Ownership Structure

i. Holding 5% shareholding or more

ENumberg
PAN MALAYAN M -
INVESTMENT CORP. 473,963,632 33.86% MANAGEMENT &
INVESTMENT CORP.
PCD NOMINEE CORP. (NON- .
FILIPING) 485,860,566 | 34.71% VARIOUS
PCD NOMINEE CORP (FILIPINO) 403,484,947 | 28.82% VARIOUS

*As of 31 December 2015

Number of
irect shares/
rough:{fiame-of
ecord cwner):
Lorenzo V. Tan 5 i 0.00%
Ma. Celia H. Fernandez- 14 383,900 — RCBC Trust 0.00
Estavilic 55,000 - Abacus Sec )
Gerald O. Florentino 5,500 - RCBC Sec. 0.00%
Koji Onozawa - 2,000 — RCBC Sec. 0.00%
Rommel S. Latinazo - 7,400 - RCBC Sec. 0.00%
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Evelyn Nolasco - 2,700 - RCBG Sec 0.00%

Alfredo S. Del Rosario, Jr. - 17,400 — RCBC Sec 0.00%

*As of 31 December 2015

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 palicy 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

directer/commissioner ves
Number of board of directors/commissioners meetings held during the year Yes
Attendance details of each director/commissioner in respect of meetings held Yes
Detal's of remuneration of the CEO and sach member of the board of Vos

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

Punhongbayan & Araulio - F3.02 P2.50
Parent

Punongbayan & Araullo — P10.20 P3.80
Group

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: 01 March 2016 disclosure to the PSE under SEC Form
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17-C.
6) Company Website

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

Business operations Yes
Financial statements/reports (current and prior years) Yes
Materials provided in briefings to analysts and media Yes
Shareholding structure Yes
Group corporate structure _ Yes
Downloadable annual report Yes
Notice of AGM and/or EGM Yes
Comp_an'y's constitution (company's by-laws, memorandum and articles of Yes
association) =

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

7) Disclosure of RPT

Related parties under

significant
PAS 24 transactions of the | gutstanding was at
Bank and tts | P2,657 Billion and
subsidiaries depesit liabilities was

(collectively  referred | at P6,142 Billion as of
to as the “Group™) with | end December 2015.
its related parties as
of end December
2015 included loans
and receivables and
deposit liabilities.

Directors, officers, Loans, credit | The total amount of
stockholders, related accommaodations, DOSH! loans was at
interests (DOSRY guarantees F1,143 Billion as of
under BSP end December 2015.
regutations

RCBC Leasing and | RLFC s 62.26% | On February 23, | P500 worth of shares
Finance Corporation | owned by RCBC. 2015, BCBC's BOD | of stock of RLFC,
(RLEC) approved the

subscription to P500
worth of share of
stock of RCBC LFC.
As of December 31,
2015, RCBC LFC s
yet o fie with the
SEC the application
for increase in Hs
autharized capital
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stock singe the
certificate of autharity
to amend the articles
of incorporation was
only secured from the
BSP on January 20,
2016.

Merchants Savings

Rizal Microbank is a

and Loan Association,

subsidiary of RCBC,

Inc./Rizal Microbank

On 25 May 2015, the
Board approved the
capital infusion into
Rizal Microbank,

Capital  infusion  of
P250 by purchasing
addijticnal 2,500,000
common shares of

stock with par value of

FP100 each.

Merchants Savings | Rizal Microbank is a | On May 25, 2015. the | Acquisition of
and Loan | subsidiary of RCBC. Board approved the | receivables I the
Association/Rizal acquisition of | amount pf P222.
Microbank receivables.
Philipping Integrated | PIAA is 100% owned | Engagement for 1 Contract price at P75
Advertising  Agency | by PMMIC, RCBC's adveitising and PR
({PIAA™) parent company services covering
product  advertising,
corporate/institutional
advertising, brand
adverlising, media
planning and buying,
consumer promotion,
printing of collaterals
and production of
oither merchandising
materials, public
relations, event
management and web
design
International Finance | IFC is a stockhoider of Particigation as an IFC has indicated to
Corporation {(IFC) RCBC anchor investor inthe | participate _for_up {o
proposed bond USD75  out of a
issuance. potential _bond _issue
size of up to USD3Q0,
for _a total fee of
beltween 20-40 basis
paints.
RCBC and certain The Bank's  and | The Group's retirement
subsidiaries’ cerfain  subsidiaries’ | fund has transactions
Retirement Funds retirement funds | directly and indirectly
covered under their | with the Group and the
defined post- | Bank which consist of
employment  benefit | investment in common
ptan  for gualitied | shares of the Bank,
employees are | other securities and
administered by the | debt instruments
Bank's Trust | wherein dividend
Departiment in | income and frading
accordance with their | gains are earned by
respective trust | the retirement funds.
agreements. The
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retirement fund
neither provides any
guarantee or surety
for any obligation of
the Group nor its
investments in its own
shares of stock
covered by any
restriction and liens.

The Bank's other

transactions with
subsidiaries and
affiliates include

service  agreements
and leasing office
premises, regular
banking transactions
{including purchases
and sales of trading
account securities,
securing insurance
coverage on loans
and property risks and
intercompany

advances), ail of
which are at arms’
length and conducted
in the ordinary course
of business.

When RPTs are involved, what processes are in place to address them in the manner that wili

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 gvaluation 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

1) Right to participate effectively in and vote in Annual/Special Stockholders’ ffieetings

(a) Quorum

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

Article V. Section 1 {g) defines
quorum

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

i fiﬁ YR

(b) System Used to Approve Corporate Acts

Explain the system used to approve corporate acts.

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

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

(¢} Stockholders’ Rights

List any Stockholders’ Rights concerning Annual/$Special Stockholders’ Meeting that differ from
those laid down in the Corporation Code.

Dividends
TR TR IS T g - JERNERI v
January 26, 2015 March 21, 2015 March 27, 2015
*preferred
March 30, 2015 May 13, 2015 June 8, 2015
*commian
March 30, 2015 May 13, 2015 une 8, 2015
*preferred
April 27, 2015 June 21, 2015 September 22, 2015
*preferred
July 27, 2015 September 21, 2015 September 24, 2015
*nrefarred
November 4, 2015 December 21, 2015 December 22, 2015
*preferred

(d) Stockholders’ Participation

State, if any, the measures adopted to promote stockholder participation in the Annual/Special
Stockholders’ Meeting, including the procedure on how stockhoiders 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.

ommunication Procedure =~




Shareholders  pose  questions  andjor

Shareholders are allowed to ask raise matiers in person during the
questions during the Annual meeting and are addressed by the
Stockholders’ Meeting. Chairperson, members of the Board

and/or management.

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
incorperation,

b. 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 substantially all assets, which in effect results in the sale of the company -
The Bank complies with the provisions of Section 40 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.

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. 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.

b. 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 2014:

Mr. Phillip Turner asked a question an why incoma reduced by 20% despite increase in core income.
President Lorenzo V. Tan explained that interest rates have been going upwards with trading gains less
for 2014 than prior years. He added a prudent approach reducing cyclical risks has been adopted. Mr.
Turner asked when income will turn around and increase, to which Pres. Tan said with increased
regulations, growth is affected by capital levels required by Basel lil. But banks are adjusting their
models, adding a 10-12% ROE is expected.

5) Result of Annual/Special Stockholders’ Meeting’s Resolutions

Resolution Approving Dissenting Abstaining
15-01: Approval of the Minutes of the
Annual Meeting of the Stockholders 1,160,687,776 - -
held on 30 June 2014
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15-02:  Approval of the Annual
Report and the Audited Financial

Auditor Punongbayan & Araulio

1,160,539,976 - 147,800
Statement for 2014
15-03: Ratification of the actions
and proceedings of the Board of
Directors, different Commitiees and
Management during the year 2014 1,052,664,334 - 108,023,442
15-03.1: Ratification of the actions
and proceedings of the Board on 29
Qctober 2014 )
15-04: Confirmation of Significant
Transactions with DOSR|I  and 1,159,705,676 982,100 -
Related Parties for the year 2014
15-05: Election of Directors :
1. Amb. Alfonso T. Yuchengco 1,158,794.,056 - 911,620
2. Ms. Helen Y. Dee 1,156,760,526 775,410 2,169,740
3. Mr. Lorenzo V. Tan 1,158,794,056 ) 911,620
4.  Mr. Cesar E.A. Viraia 1,158,794,056 } 911,620
5. Alty. Teodoro D. Regala 1,156,722,736 1,513,060 1,469,880
6. Atty. Wilfrido E. Sanchez 1.158,586,756 207,300 911,620
7. Atty. Maria Celia H. Fernandez-
Estavillo 1,147,337,389 - 17,368,287
8. Medel T. Nera 1,157,322,186 1,471,870 911,620
9. Mr. Tze Ching Chan 1,158,225,046 568,110 911,620
10. Mr. Yuh-Shing (Francis} Peng | 158,225,946 568,110 911.620
1. Mr. John Law 1,158,194 056 - 911,620
12. Mr. Richard Westlake 1,142.535,700 696,460 16,473,516
13. Mr.  Armando M. Medina
(independent) 1,050,741,114 177,300 108,787,262
14. Mr. Francisco C. Eizmendi, Jr.
(independent) 1,051,622,734 207,300 107,875,642
15. Mr. Antonino L. Alindogan, Jr.
{independent) 1,051,830,034 - 107,875,642
15-06: Appaintment of External 1,150 528,376 177,300 N

6) Date of publishing of the resuit of the votes taken during the most recent AGM for all

resolutions:

Results of voles taken during the most recent AGM were disclosed immediately thereafter.
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7} Modifications

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

8) Stockholders’ Attendance

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

Amb.  Alfenso.  T. By poll
Yuchengco, Honorary
Chairman

Ms. Helen ¥. Dee,
Chairpersen

Mr. Cesar E.A, Virata,

Stockhoiders

representing a
tatal of 17,395
common  and

Stockholders
representing  a
total of
1,160,670,381

Stockholders
representing a
total of
1,160,687,776

preferred common  and | common and
Vice Chairperson shares of | preferred preferred
stocks or shares of stocks | shares of
Mr. Lorenzo V., Tan, 29 J 0012% or 82.91% stocks or
Annual 015 une of the of the | 82.91% of the

President and CEQ
Atty.  Teodoro  D.
Regala

Alty. Wilirido E.
Sanchez

Alty. Ma. Celia H.
Fernandez-Estavillo,

Corporale Secretrary

Corporation’s
outstanding
1,399,808,636
comman and
preferred
shares entilled
to vote

Corporation's
outstanding
1,399,908,636
common  and
preferred
shares entitled
to voie

Corporation's
outstanding
1,399,908,636
common and
preferred
shares entitled
to vote
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8. Mr. Medel T. Nera

9. Mr. TC Chan

10. Mr. Yuh-Shing
(Francis) Peng

11. Mr. John Law

12. Mr. Armando M.
Medina, [ndependent
Director

13. Mr. Francisco C.
Eizmendi, Jr.,

Independent Director

14, Mr. Antonino L.

Alindogan, Jr.,
Independent Directar
Special None

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

Yes. For the 2015 ASM the Bank engaged the services of Punongbayan and Araullo to count and/or
validate the voles taken thereat.

iii. Do the company’s common shares carry one vote for one share? I nof, 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.
iv. Proxy Voting Policies

State the policies followed by the company regarding proxy voting in the Annual/Special

Stockholders’ Meeting.

Company’s Policies -

Execution and acceptance of
proxies

This solicitation is

being made by the Bank.
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Solicitation of proxies will be mainly conducted through
mail. Proxies will alsg, however, be solicited in person or
through telephone. The cost of solicitation is borne by
the Bank.

Notary

Proxies need not be notarized.

Submission of Proxy

{a) The proxy form must be completed, signed and
dated by the stockholder 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 cne or more joint owners
of shares of stock of the Company, the proxy
form must be signed by all of the joint owners.

{cy 1f the shares of stock of the Company are owned
in an “andfor” capacity, the proxy form must be
signed by either cne of the registered owners.

{d) If the proxy is given by a haolder of shares of stock
of the Company that is a corporation, association,
partnership or unincorporated entity, the proxy
form must be accompanied by a certificaiion
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/

(e} 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.

(f)y 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 sighature on the sub-
proxy is the true and genuine signature of its
customer.

Several Proxies

The Bank complies with Rule 20.1i.b.xiv of the Amended
Implementing Bules and Regulations of the SRC on
several proxies.

Validity of Proxy

The proxy shall continue for a period of 5 years from
date hereof uniess 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.
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A holder of shares of stock of the Company who has
given a proxy has the power to revoke it by written
instrument 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
Invalidated Proxy 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
meseting, and shall continue to be in full force and effect
thereafter.

The last day for validation of proxies will be the day
before the date of the Annual Meeting of Stockholders.
Validation of proxies will be done by the Corporate

— Secretary and persons designated by the Corporate
Validation of Proxy 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(b) of
the SRC Rule 20.

N The Bank complies with Rule 20.11.b.xxiv of the
Violation of Proxy Amended IRR of the SRC on violation of proxies.

9) Sending of Notices

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

15 Banking days
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 laws and regulatory | however, be solicited in person or through
issuances telephone. The cost of solicitation will be
borne by the Bank.

(i) Definitive Information Statements and Management Report

All shareholders as of record date.
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1 05 June 2015

05 June 2015

Hard Copies

N/A

(ii} Does the Notice of Annual/Special Stockholders’ Meeting include the following:
Each resciution to be taken up deals with only one item ves
' {Agenda)
Profiles of directors {at least age, qualification, date of first appointment, Yes
experience, and directorships in other listed companies) nominated for {Information
election/re-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
Documents required for proxy vote, Yes

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

10} Treatment of Minority Stockholders

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

"‘gﬁﬁ{‘; : Al 294
Please see discussion under A.1)(b)

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

Yes.
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K. INVESTOR RELATIONS PROGRAM

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

RCBC has a Corporate 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 — Charting strategies for the RCBC group’s Institutional
Advertising*, corporate branding, image, publicity and promotions*™, 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-related 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 internai 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. Commitiee meets twice a month to map out and 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 various Bank Group Meads for committee
membership. The Committee 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 fo the appropriate responsible/responding units in the
bank for proper action/resolution.

2) 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.q. telephone, fax and email) of the officer responsible for
investor refations.

o Detalls -
LN LD g WA T PR AN
(1) Objectives Proper communication to stakeholders and invesiors

(2) Principles provide stakeholders and investors access to the company
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(3) Modes of Communications Disclosures, press releases, One-on-one meelings
(4) Investors Relations Officer Ms., Ma. Christina P. Alvarez, First Vice President
{Corporate Information Officer)

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

Email = mpalvarez@rche.com

Fax Number = 894-9454

3) 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 corporate

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

The Head of Strategic Initiatives under the Office of the President and the CEO 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 Care

« The Bank has been exerting efforts to
promote environmental care in the past years
together with other YGC conglomerates with
its Earth Care project, a tree planting drive in
Tanay, Rizal. This year, together with the
members of the Samahan ng mga
Magsasaka ng San Andres (SAMASA) and
other YGC group members, the Bank signed
a memorandum of agreement for the
maintenance of the 40-hectare tree planting
site. This is to ensure that the seedlings
planted in the previous years will be cultivated
and protected by the farmers in the area.
in line with this, the Bank joined the first
octiar inspection in December 2013, wherein
the YGC Earth Care project team responded
positively during the checking of the growth
and maintenance of the tree planting sites.

» __In pursuit of promoting environment-friendly
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facilities, RCBC had the first ever container
van banking office in the country when its
subsidiary, Rizal Microbank, opened its first
Micro Banking Office (MBO) in Lipa City,
made out of recycled container vans. The
MBO’s  construction  only  amounted to
approximately 2.3 million, including all office
facilities and security requirerments compared
to the usual P4-6million cost of a regular
branch, this ensuring cost efficiency.

Educational

= As part of the Buhay Rizal Values Campaign,
which aims to revive nationalism and instill
the Filipino values reflected in the life of our
national hero, Dr. Jose Rizal, RCBC Savings
Bank donated over 800 copies of Noli Me
Tangere books to students of Navotas
National High School this year. The project is
also targeted to develop the potential of the
youth in education and values formation.
Since YGC launched the book donation
initiative in 2008, it has donated nearly 50,000
copies of Noli Me Tangere, helping thousands
of students from various public high schools
across the country.

Students of the Mavotas National
School

High

Entrepeneurship and Livelihood Projects

*» RCBC’s aim to support micro-entrepreneurs
in the country is starting to bear fruit not only
for the bank but also for its clients. A Rizal
Micrebank client became one of 2013’s Citi
Microentrepreneurship  Awardee for her
company’s  significant  contribution  to
community development efforts in Mindanao.
After receiving a microfinance loan from Rizal
Microbank only a few months back, the client
was able 1o build a multi-mition peso
business, employing dozens of employees
spread across 25 branches in Mindanao. Her
achievements iruly underscore the bank's
commitment and pride supporting small
business owners that make a significant
contribution to the community's sustainable
developmant,

Disaster and Emergency Relief

» The bank has been active this year in giving
support and immediate relief to the victims of
super typhoon Yolanda.

Immediately after the calamity struck, RCBC
launched the campaign, Alay ni Rizal, which
raised almost P2 Million through employee
donations alone. Full assistance like food and
clothing were also given to employees who
were severely affected, The campaign
remains in effect as donations continue to
come in through online channels courtesy of
RCBC MyWallet and ATM cardholders.

While other banks either kept their doors

Victims of supertyphoon Yolanda
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locked or offered limited banking services
after the typhoon left Philippine shores,
RCBC Tacloban branch was the first to be
fully operational.

In accordance with the relief efforts, groups
like the Bankers Association of the
Philippines (BAP) and Resona Holdings

Inc., the fourth largest financial services
group of Japan, coursed through RCBC their
respective financial assistance initiatives
aimed at rebuilding lives and reconstructing
infrastructures in the Visayas region.

M. BOARD, DIRECTOR, COMMITTEE AND CEO 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.

Bosien s SHN L T
S

Board of Directors

The

Corporate  Governance
Department collects the data
and submits the resulis 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
iIncoming year.

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

Board Committees

]

The committees 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.

Flease see Board
Committees criteria attached
as Annex “K-1" up to "K-7"
hereto and made an integral
part hereof.

individual Direclors

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 "L" hereto
and made an integral part
hereof.

CEO/President

The Corporate Goverpance
Department collects the data
and submits the results to the
Corporate Governance

Please see CEO/President
criteria attached as Annex "L”
hersto and made an integrai
part hereof.
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N.

Commiittee for consideration.
The results are considered in
making the recommendation
to the Board on the
CEQ/President to be
nominated for the incoming

year.

INTERNAL BREACHES AND SANCTIONS

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

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

Sectlon HI, L of the Banks 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 Over Administralive
Disciplinary Actions
1.1.2  Code of Discipline

1.2 It shall be the duty of the Compliance Officer
to determine any viclation 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 Commiltee  the
penally to be imposed for such viclation. 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.

SIGNATURES

{original signed)
Ms. Helen Y. Dee

(original signed)
Mr. Lorenzo V. Tan

Chairman of the Board

(original signed)
Mr. Francisco C. Eizmendi, Jr.

Chief Executive Officer

{original signed)
Mr. Antonino L. Alindogan, Jr.

independent Director

Independent Director
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{original signed)
Ms. Ma. Fe P. Salamatin

Compliance Officer

SUBSCRIBED AND SWORN to before me this day of June 2013, affiant{s) exhibiting to me their
, as follows:
NAME CTC Competent Evidence of identily |

Ms. Helen Y. Dee 1588629; 3/5/2013; Manila Passport No. XX4209429; valid
until 7/21/2014

Mr. Larenzo V. Tan 10658640; 1/16/2013; Makati City | TIN No. 900-036-442

Mr. Francisco C. Eizmendi, Jr. 01719682; 1/12/2013; Pasig City TIN No. 119132505

Mr. Antonino L. Alindogan, Jr. 33906438, 1/3/2013; Murtinlupa Passport No. ZZ125046; valid until

City 5/3/2014

Ma. Fe P. Salamatin 061159629; 1/4/201 3. Manila S58 No. 03-45470243
NOTARY PUBLIC

Boc No.

Page No.

Book No.

Series of
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ANNEXES

A 2015 Corporate Governance Manual

B X143.4 of the Manual of Regulations for Banks

C 2015 Audit Committee Charter

D Risk Oversight Committee Charter

E Corporate Governance Committee Charter

F Trust Committee Charter

G Technalogy Committes Charter

H 2015 Personnel Evaluation and Review
Committee Charter

| 2015 Related Party Transactions Committee
Charter

J BOD Assessment Forms

K1-K-8 Board Committees’ Assessment Form
L Chairman Assessment Form
% CEO Assessment Form
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L. Introduction

Rizal Commercial Banking Corporation (RCBC)  believes that corporate governance is a necessary
component of what constitutes sound strategic business mariagement and shall therefore undertake
every effort necessary o create awareness thereof within the organization. The Bank has. promulgated
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, all 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 prometing transparency, accountability and fairness to the stockholders
and other stakeholders of the corporation. - : '

» Accountability involves providing adequate 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 ;elll concerned parties are protected. D'irectors shall not .
only promote the interest of stockholders but alse that of other stakeholders which include among
others, customers, employees, stppliers, financiers, government and community in which it
operates, : '

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: '

b

> on full and faithful compliance with laws, regulatio_ns, Bangko Sentral ng Pilipinas'(“BSP“)
Circulars and other circulars réleased 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. R

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

> sustain program of corporate sacial responsibility that ‘enhances the good image of the Bank
before the general public. : ' o

1. Composition of the Organization

Policy

The Bank has structured itseff 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

4
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Definition of Terms "

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 and other stakeholders which include, among others,
customers, ernployees, suppliers, fmanc:ers gavernment and community in which it operates;

b. Board of Directors — the goveming body elected by the stockholders that exercises the
corporate powers of a corporation, conducts all its businéss and controls its properties;

C. Directors — they shall inciude:
(1) directors who are named as such_ in the artiCIés_ of incorporation;
{2) directors duly elected in 'subsequeﬁt meetings of'thé stockholders; and
(3) those elected to fill vacancies ln the board of directors.?
d. Exchange — an organized market place or fém[ity that brmgs together buyers and sellers, and
executes frades of securities and/or commodmes ; :

. Management — the body glven the authority . by the Board. of Dlrectors to 1mplement the pollmes it
has laid down in the conduct of the business of the corporatlon :

f. Independent Director — a person who apart from his fees and shareholdmgs 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 mdependent judgrment in carrying out his
responsibilities as a director;

g. Executive Director — a director who is - part -of the :day to day management of banking '
operations; - :
h. Non-Executive Director — a director who is not part of the day 1o day managernent of banking

operations and shall include mdependent directors;

i Non-audit Work — the other services offered by an external auditor t0°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 cutsourcing services, internal audit, and other services ‘that may compromise the
independence and objectivity of an external audltor '

Afticle 1, id.; Bangka Sentral ng P|I|p|nas ("BSP") Circular No 749, senes of 2012
BSP Circular No, 743, series of 2012,

[X)
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Internal Control System — the framewotk under which internal controls are developed and
implemented (alone or in concert with -other policies or procédures) to manage and control
particular risk or husiness activity, or combination of risks or business activities, to which the
corporation is exposed; ' '

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
systernatic and disciplined approach in the evaluation and |rnpr0vement of the effectiveness of
risk management, control and governance processes

Internat 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;

Internal Auditor — the highest position in the corporatlon responsuble 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 resulis. :

Implementing Guidelines

A.

Board Governance

The Board of Directors (the “Boerd") is  primarily responsible for the governance of the
corporation. Corollary to setting the policies for the accomplishrment of the corporate objectives, it
shall provide independent check aon Management.®

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 mdependent 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-exacutive directors, including independent
non-executives, such that no mdlwdual or small group of mdwnduals can dominate the
Board’s decision- makmg '

1.3 Non-executive directors shall possess such qualifications and stature that would enab!e
them to effectively participate in the dehberatlons of the Board.

1.4 The Directors- elected in the annual meeéting 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 otherthan by removal of a Direcier by the stockholders or by the
expiration of term may be filled by the vote of at least a majority of the remaining -

Article 3, SEC Memorandum Circular No, &, Series of 2009
Maharlika Board Listing and Disclosura Rules |
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Directors, if stull constituting a quorum. A Director so elected to filf a vacancy shall serve
oniy for the unexpired term of his predecessor of office.

2. Rotes of the Board of Directors

2.1 Powers and Authority of the Board of Directors

The corporate powers of the Bank shall be exercised, its business conducted and all its
property shail be controlled and held by its Board of Directors. The powers of the Board
of Directors, as conferred by law, are original and cannct be revoked by the stackholders.
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.

2.2 General Responsibility of the Beard of Direéétors

221

222

2.2.3

224

225

It is the Board's responsibility to foster the long-term success of the corpbration,
and to sustain its competitiveness and profitability in a manner consistent with its

corporate objectives arid- the best interests of its stockholders and other
stakeholders. :

The Board shall formulate the Bank’s vision, mission,. strategic objectives,
poiicies and procedures that shall 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. -

The. Board has overall responsibility. for the bank, including - appraving and
overseeing the implementation of the bark’s strategic objectives, risk strategy,
corporate governance and corporatg values The Board IS also responsible for
provndmg oversight of senior management :

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 mandgement action. . The Board of Directors -
shall conduct itself with utmost honesty.and integrity'in the discharge of its duties,.

functions and responsibilities. -1t s vitally: important - that a number of board "
members be independent from management

The Board shall rdentlfy the Bank's major and other stakeholders (e.g.
shareholders, customers, employees suppliers, financiers, govemment and
community in which’ it operates) 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, and other stakeholders. 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 o enable them to assess the effectiveness of the Board

-and senior management governing the Bank. The Board shall ensure the

Basel Committee on Banking Supeiviston Principles for Enhancing Corporate Governance
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disclosure of relevant and useful information that supports the. following key
areas of corporate governance:

(1} Board practices_

(2) Sen’iermanagement

(3) Risk manegement and internal controls

(4) Compensation

(5) Complex or opaque corpc}rete'. etructures _

{6) Disclosure and'transparency

Such dlsclosure 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 practlce for the Bank, |t5 stockholders and other’
stakeholders, the Board 'shall'conduct itself with-honesty and integrity in the performance
of the following duties and responsibilities: :

2.3.1

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 1o 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 5 pohc|es with the management
team.

(a)  The Board shall apply fit and.proper standards on key. personnsl.. Integrity,
technical expertise and experience in the institution’s business, either current
or planned, shall be-the key considerations in the selection process. And
because mutual trust and ‘a close working relatronshrp are important, the
members of .senior management shall -uphold™ the general  operating
philosophy, vision and core values of the institution. The Board shall replace

td.
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members of senior management, and-have in place an appropriate plan of
succession.

{b) The Board shall regularly monitor the actions of senior management and
ensure that these are consistent with the policies that it has approved. [t
shalt 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 reviewthe 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 e_>'<p'ertise and knowledge shall
remain relevant given the Bank’s strategic objectives, complexity of operations
and risk profile. '

2.3.3  Determine the Bank's purpose and review, together with senior management, its -
' vision and mission and strategies to carry out its abjectives.

2.3.4  Ensure that the Bank complies with. all relevant laws, regulations and endeavors
: to.adopt best business practices. ' -

2.3.5 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 initfatives thereto shall
be implemented with clearly defined responsibilities and accountabilities. These
shall take into account the Banlk’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
“provided for in the revised Code of Corporate Governance, ‘as approved by the
Securities and Exchange Commiission (“SEC").% _ o

Article 7, SEC Memorandum Circular No. 6, Series of 2009
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2.3.6

237

238

The Board shall likewise ensure that the Bank ha_s_beneﬁciél influence on the
economy by continuously 'providing services and facilities which will be
supportive of the national economy. ' -

Approve and oversee the implemeritation 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 also 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 estatlish the limits of the discretionary powers
of each officer, committee, subcommittee and such othier 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 impleméentation of policies and-procedures
relating to the management of risks:throughout the institution, including its trust
operations. The risk management policy shall include:

(@) a compr'ehensive risk management'appro.ach;

(b) a detailed structure of limits, guidelines and other parameters used to govern
risk-taking; - : ' : :

{c} a cléar delineation of lines of responsibility for managing risk; -
{d) an adequa'te 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 shali enablé each employee to contribute to the appreciation of the
bank’'s overall risk exposures: ' ' o

The Board shall ensure that the risk management function is given adequate
resources to enable it to effectively perform its functions. The risk management
function shall be afforded with adequate personnel, ascess to information
technology systems and systems development resources, and ‘support and
access to internal information, S :

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 -

10
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corporate values, codes of conduct and othet 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 refated parties ensuring that there is effective compliance with existing
laws,. rules and- regulations at all times and no stakehoider is unduly
disadvantaged.  In this regard, the Board shall define "related party.
transaction”, which is expected to cover a wider definjtion than DOSRI under
existing regulatlons and a broader spectrum of transactions (i.e., not limited
to credit exposure), such that relevant transactions that could pase 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 znnual

~  stockholders’ meating, 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, brlbery or
corruptlon

(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 arid sensitive to the-time harizon 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 monitor and

review the compensation scheme to ensure that it operates and achieves the
objectives as lntended

{f) Ensure that emp!oyee 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 transactlons rnvolvmg the pension
fund are conducted atarm’s [ength terms

(g) Allow employees ta communicate with protection from reprisal, legitimate
concerns about illegal, unethical or guestiohable 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

Please see: Section 2.a)¢ Spacilic duties and responsmllmes of the board of directors. (9)2™ par, (e).BSP Circular No.
749, Series of 2012

-1
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control functlon an ObjeCthE! external party, senior management and/or the
Board itself.

{h) Articulate policies in comm‘unicating 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, -

2.3.9 . 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 lnternal and external stakeholders.

(@) The Board shall ensure that the Bank’sorganizational 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.

(b) - The Board shall maintain, and penodlcally update, organizational rules, by-
faws, or other similar -documents set‘ung out its organization, nghts
responsibilities and key activities.

{c) The Board shall structure itself in a way, including in terms of size,
frequency of meetings ard 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 mdependent views in board meetings shall be glven full con5|derat|on
and all such meetlngs be duly rninuted.

{d) The Board shall conduct and manntam the aﬁalrs of the institution within the
- scope of its authority as prescribed in its charter and existing laws, rules and
regulations. It shall ensure- éffective compliance with the latter, which
include’ prudential reporting obllgatlons Serious weaknesses in adhering to
these duties and responmbtlltles may be con5|dered as unsafe and unsound
banking pracnce

{e) The Board shall establish a system of checks and balances which apphes in
the first instance to the Board ifself. 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 cantrol’ by the' Board over the
Chief Executive Officer and key: managers and by the latter over the line
officers of the Bank.

12
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2.3.10

2.3.11

2.3.12

2.3.13

2.3.14

2.3.15

Appoint a Compli'ance Officer who shall have the rank of:at least Vi’ce.President._
In the absence of such appointment, the Corporate Secretary, preferably a
tawyer, 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 Bank’s stakeholders in the community.in which it 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 alternalive dispute resolution system that can-amicably
settle conflicts -or-differences. batween the Bank and its stockhalders, the Bank
and other stakeholders, including regulatory authorities, and the Bank and third
parties, :

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 impartance of the assessment of the independent, competent
and qualified internal and external 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 threugh-out the bank.- This
shall be displayed by undertaking timely and- effective actions on issues
identified. . oo - :

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-alt 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:

{a) 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
remain appropriate in the light of the growth, increased complexity and
geographical expansion of the group. Further, it shall ensure that the

Article 3 (FH2}{(m), SEC Memorandum Circular No. 6, Series of 2009
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policies include the commitment fraom 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 adeguacy of capital of the group.

ensure that adequate resources are available for ali the entities in the group
to effectively implement and meet the governance policies, practices and
systems. o '

establish a system of monitoring compliance of each. entity in the graup 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 gne 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 varicus types of risk exposures aifect the

group's capital, risk profile and funding under normal and contingent
circumstances. ' : '

develop sound and eff_ectivé systems' for generation and sharing of
information within the group, managemient of risks and effective supervision
of the group. : :

require the risk maniagement, compiiance function and internal audit group
to conduct a periodic formal review of the group structure, their controfs and
activities to assess consistency with the board approved. policies, practices
and strategies and to require said groups fto 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 andjor 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 andfor its.. subsidiaries/affiliates - sither 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 woutd reguire board
approval based on the Bank's internal policies or as provided under existing
regulations: Provided, That the Bank shall contirue to submit any report
required - under existing regulations covering - transactions between
companies within the group.

2.3.16 As the Board of the Bank is a su’bsidiary/aﬁili_ate of a-non-BSP regulated parent
company, the Board shall carry out the following duties and responsibilities;

14
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2.4

(2) 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 ex15t:ng laws, rules and regulatlons

(b} define and approve pohmes 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 pian to create additional 'group structures.

{c}) 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 normat and contingent circumstances.

(d} 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. :

(e) disclose to the BSP all entities in the group (e.q. parent. company, entities
owned directly or indirectly by . the parent company -andjor 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. o

Maximum Board Seats

The Chief Exeoutlve Officer and other.executive d|rectors may submlt 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-time executives in other

corporations. In any case, the capacity of dlrectors to serve wnh dlllgence and efflcsency
shall not be compromlsed

Please refer to the section on Corporate: Governance Committes of this manual for the
guidelines on the determlnat:on of the number of dlrectorsh|ps for the Board.

The board members shall de_dlcate sufficient time and. atfention to thelr-functions in the -
bank. Directors shall limit their outside board seats to five unless there is good

15
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justification for a greater number of outside board seats and.these do not interfera with
the amount and quality of time and attention of the director to the bank,

Adequate and Tirnely Information

2.51

2.5.2

253

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

Since reliance on mformatlon volunteered by Management would not be
sufficient in all clrcumstances and further inquiries 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, dlsclosures
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 Vlce-Charrman, and Chief Executive Officer

3.1

3.2

The Chairperson and Chief Executive Officer {CEQ)

311

3.1.3

The Chairperson shall assist in ensuring comphance with and performancs of the
corporate governance palicies and practices.

n accordance wrth applicable regutat:ons the roles of Chairperson and the CEQ -

shall, as practicabie, be separate for an appropriate balance of power, increased
accountability and better capacity for independent decision making by theé Board.
There shall be a delineation of functions between the Chairperson and the
CEQ." : E

M the posrtlons of the Charrperson and the CEQ are un|f|ed the proper checks
~and balances shall-be laid down to ensure that the Board gets the benefit of

independent vrews and perspecnves

The Chairperson

The Chairperson shall have the following duties and responsibilities;

3.2.1

Mainly responsible for the pmper governance of the Bank through the Board of -
Dlrectors :

Maharlika Board: The Chairman and CEO positions should be held separately by mdrwduals wha are not refated to each

ather.

16
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3.3

3.4

322

3.2.3

3.24

3.2.5

3.2.6

3.2.7

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 infdrmed decision.

(&) Enstre  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 accaordance 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 coardination with the
Corporate Secretary, taking into cansideration the suggestions of the CEO,
Management and the directors. ~ = _ '

Ensure and maintain quality and fimely lines of communication and flow of
information between the Board and Management.

Ensure that the Board has free access to people wha can answer their guestions,
preventing tha need for back channels, .

The Corporate Vice-Chairman

The Carporate. 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 upon it by the By-Laws, ' : o

The Chief Executive Officer (CEQ)

The Chief Executive Officer (CEQ) will be in-charge of and will exercise general
management responsibilities - over - management development, public relations and
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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 cther ASEAN countries.  He will be a
member of the Executive Committee and of all major management committees, and wiil

exercise such other powers and perform such other duties as the Board of Directors may
prescribe from time to time.

He shall ensure that,.and be accountable for, the business arid 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
assels and compliance with laws, rules, regulations and contracts.

The CEO 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 direttor's office is one of trust and confidence. A director'sha_ll 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 loyaity” 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 followirig-duties and responsibi!ities:

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 directofship as a profession and shall have a clear
understanding of his duties and responsibilities: 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 beoard 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 terms

not less favorable to the institution than those offered to others.  Furthermore, dealings .
in the Bank’s shares should be reported to the Bank within three (3) business days
from the date of the transaction. The basic principle to be observed is that a director
should not use his positionto make profit or to acquire benefit or advantage for himself

18




ORCBC

1.3

14

1.5

1.6

1.7

1.8

1.9

Compliance Office / Legal andRegulatory Affairs Group

and/or his related interests. He should aveid S_ituations that would compromise his
irnpartiality. ' .

To act honestly and.in good faith, with loyalty and in the best interest of the institution, its
stockholders, regardiess of the amount of their stockholdings, and other stakeholders.. A
director must always act in good faith, with the care which an ordinarily prudent man
would exercise under simitar circumstances. While a director should always strive to
promote the interest of all- stockholders, he should also give due regard to the rights arid
interests of other stakeholders.

To devote time and attention necessary to properly and effectively discharge his duties
and responsibilities. Directors should devote sufficient ime to familiarize themselves with
the institution’s business. They must be constantly aware of the institution’s condition and
be knowledgeable encugh 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. If a person cannot give
sufficient time and attention to the affairs of the institution, he should neither accept his
nomination nor run for election as member of the board.

To act judiciously on matters brought before the Bdard, thoroughly evaluating the issues
involved before making any decisions;

To contribute sig.niﬁcantly o the décisiommaking proce'ss of the Board. Directors should
actively participate and exercise cbjective 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 disagreemeant with others occurs, .he shouid carefully evaluate the
situation and state his position, He should not be afraid to take a position even though it
might be unpopular. Corallarily, he should support plans.and ideas that he thinks will be
beneficial to the institution. S '

Ta 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 jur_isdiction over the Bank, and 'keep_
abreast with industry developments and business frends. '

To observe and safeqguard 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 control
environment. - ' s
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Qualifications of a Director

A director shall have the following minimurm qualifications:

2.1

22

2.3
2.4

2.5

2.6

2.7

2.8

iti.

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 épeciaI seminar -on corporate governance for board of directors
conducted or accredited by the BSP within six (6) months after election, provided that the
following persons are exempted from attending the said seminar:

Foreign nationals who have attended corporate governa_nce training covering
core topics in the BSP-recommended syllabus and ‘certified by the Corporate
Secretary as having been made aware of the general respansibility and specific
duties and respongibilities of the board of directors and responsibilities of a
director prescnbed under the MORB

Filipino citizens with recognized stature, influence, and reputation in the banking -
community and whose business practices stand as testimonies to good corporate
. governance; '

Distinguished foreign and. Filipino nationals who served as -senior officials in
central banks and/or financial regulatory agencres including former Monetary
Board members; ar

Former Chief Justices of the Philippine Supreme Court;** and

He must be fit and proper for the position of a director of the Bank. In determining

whether-a person is fitand proper for the pasition of a director, the following matters must
be considered:

- intedrity/probity; -
- physical/mental fithess
- competence;

Articte 3 (D)(ii)), SEC Memorandum Circular No. 6, Series of 2009
Article 3 {D)({iv), id.
BSP Circular No. 840, Series of 2014 .
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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, : : '

2.9. Board members shall be and remain qualified, in'cluding through training, for their
positions. They shall have a clear understanding of their role in corporate governance
and be able to exercise sound and objective judgment abcut the affairs of the bank.'®

2.10. 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.

3. Disqualification of Directors
The following are the grounds for the disqualification of a director
3.1 Permanent Disqu.alification

The following are the grounds for the permanent disqualification of a director: '

3.1.1  Ahy person convicted: by final ]udgment or ofder by a competent judicial or
' administrative body of any crime that:

a. lnvolves the purchase or sale of securities, as deflned in the Secunties
Regulation Code ("SRC"), '

b. arises out of the person’s conduct as an underwriter, bro'ker, dealer,
investrment adviser, principal, - distributor, -mutual fund - dealer, futures
commission merchant, commeodity trading advisor, or floor broker; or

c. arises out of his fiduciafy rélationship with- a bank, .quasi-bank, trust
company, investment house or as an affiliated person of any of them.

3.1.2  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
advisor, orﬂoor broker;

18 Basel Committee on Banking Supervision-Principles for Enhancing Corporate Governance

Article 3, Section E.1, SEC Memorandum Circular No. 6, Series of 2008
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h. acting as director or officer of a bank, quasi-bank, trust company,'investment
house, or investment company;

¢. 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 requlation issued by the SEC or BSP, or has otherwise been
restrained to engage in any activity involving sescurities and banking; or such
person is currently the subject of an effective order of a self-requlatory’
organization -suspending or expelling him from ‘membership, participation or
association with a member or participant of the organization..

Any person convicted by final judgment or order by a court or competent
administrative body of an offense involving moral turpitude, fratd, embezzlemerit,
theft, estafa, counterfeiting, misappropriation, forgery, bribery, false affirmation,
perjury or other fraudulent acts.

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, regulaticn or order.

- Any person earlier elected as independent director who becomes an officer,

employee or consultant of the same corporation.
Any person judicially declared as insolvent.

Any person found guilty by final judgmen't 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 3.1.4,

Convictien by final jUdgment of an offense punishable by imp'ri'sonment for more
than six (6) years, or a violation of the Corporation Gode, committed W|th|n five
(5) years prior 1o the date of his election ¢r-appointment.

Temporary Disqualification

The Board may prowde for temporary dlsquallflcatlon of a director for any of the followmg

reasons:
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322

3.2.3

3.2.4

3.25

3.2.6

327

3.28

3.28
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Refusal to comply with the disclosure requirements of the Securities Regutation
Code and its Implementing Rules and Regulations. The disqualification shall be
in effect as long as the refusal persists.

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
comments/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 meéting. The disqualification shall apply for purposes of the
succeeding election,”

Persons convicled for offenses involving dishonesty, breach of trust or violation
of banking laws but whose conviction has not.yet become finat and executory.

Directors and officers of closed banks who have committed irregularity and those
with pending complaints/cases. This disqualification applies upon approval of the
Manetary 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 tapse of the specific period of disqualification or upon approval
by the Monetary Board on recommendation by the appropriate supervising and
examining depariment of such director's electionireeleétion.

Directors who failed to attend the special seminar on corporate governance for

“board of directers required by the Bangko Sentral ng Pilipinas, unless said

directors are exempted in accordance. with the foregoing or applicable laws, rules
and regulations. 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; : '

16

§143.1.b.(2}, 2010 Manual of Hégulaﬁon for Banks vol. 1
Article 3(E}(2)({iv), SEC Memorandum Circular N, B, Series of 2009
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a. they have cleared themselves of invalvement in the alléged irregulérity; 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.

3.2.10 Those under preventive suspension (as in the case of an Executive Director).

3.2.11 Persons with derogatory records with the National Bureau of Investigation (NB),
court, police, Interpol and monetary authority (central bank) of other countries (for
foreign directors and officers) involving violation of any law, rute 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

|rregulanty

3.2.12 Persons who are dehnquent in the payment of their obligations as defined
hereunder'®

(a)

iii,

Delinquency in the payment of obligations means that an obligation of a
person with a bank/quasi-bank/trust entity where hefshe 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 Hegulatlons for Banks;

_Obllgatlons shail include all borrowmgs from a bank/quasi-bank obtamed

by:

A director or officer for his own account or as the representative
or agent of others or where hefshe acts as a guarantor,
endorser, or surety for loans from such financial institutions;

The spouse or child under the parental authority of the dlrector or
officer; :

Any person whose borrgwings or ioan proceeds were credited to
the account of, or used for the benefit of a director or officer;

A partnership of which a director o'r officer, or his/her spouse is
- the managing partner or a general partner owning a contro[hng
interest in‘'the partnershlp, and

w

BSP Circular No. 296
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V. A corp_oration,'as_sociation-or firm wholly-owned or majority of the
capital of which is owned by any or a group of persons
mentioned in the faregoing ltems (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 persone, one who:!

4.1

4.2

4.3

4.4

4.5

4.6

Is not or has not been - an-officer or employee of the bank, its subsidiaries or
affiliates or related interests durang the past three (3) years counted from the date
of his election; . .

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
to assist the Board in the performance of its duties and respon3|b|ht|ee within the
last one (1) year

Is not a dlrector or .officer of the related companles of the Banks majority
stockholder

Is not a stockholder 'holding' shares of stock suﬂicient to elect .or'le seat in the
board of the bank or any of its related companies; :

Is not a relative, legitimate or commen law of any director, officer or stockholder
holding shares of stock sufficient to elect one seat in the Board of the Bank or
any of its related companies. For this purpose, relatives refer to the spouse,

parent, child, brother sister, parent in-law, son-/daughter-in-law, and brother-
fsister-in- law

SEC Memorandum Circular No, 9, Series of 2009
BSP Circular No. 793, series of 2013 .
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4.7 ls not acting as a nominee or repfesenfative of any direchr, 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;

4.8 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 capdcity or through his firm; is indepandent of management
and free from any business or ather 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
persons or through a firm which he is a partner or. a company of which he is a
directar or substantial shareholder, ather.than transactions which are conducted
at arm'’s length and could not materlally interfere with or influence the exercise of
his judgment; and -

4.9 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 foregomg terms and phrases used in paragraphs 4.1 to 4.9 of this section shall have the following
meaning:

{a)

{b)

Parent is a corporation which has control over another corporahon directly or |nd|rectly through
one (1) or more intermediaries;

Subsidiary means a corporatlon more than fifty percent (50%) of the voting stock of which is -
owned or contro]]ed directly or indirectly through one (1) ormore intermediaries by the Bank

Affiliate is a juridical person that directly or lndlrectly, through one (1} or mare mtermedlanes is
controlled by, or is under common 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 torporations owned or conirolled by a single individual or by the same
family group or the same group of persons: .

Control exists when the parent owns direct!y 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 contral.. Control may also exist even when
ownership is one-half or less of the voting power of. an enterprise when there is:

i. power over more than one-half of the votlng rights by vu‘lue of an agreement with other
stockholders; or

a2

Annex “A" hereof.
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(f

ii. power to govern the financial and operating_'policies of the enterprise under a statute or
an agreement; or

iit. power 10 appoint or remove the majority of _thé 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 hody; or

V. any other arrangement similar to any of the above.

Related company means another cempany which is: (a) its pafent br 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
direclly or indirectly the registered or beneficial owner of more than ten percent (10%) of any
class of its equity security. ' '

Majarity stockholder or majority shareholder means a person, whather 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 regutar 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 mesting materials 'shall be furnished to the Directors prior to each
mesting, which meeting must be duly minuted. In addition, the Board shall ensure that agenda
topics are met. S ' ' : '

The members of the Board shall attend its reguldr and special meetings in person or through -
teleconferencing and videoconferencing conducted in accordance with the rules and regufations
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 iliness or death of an immediate family or serious accidents.
The Bank shall ensure that teleconferencing facilities are available for this purpose.

independent directors shall always attend Board meetings. Only in éxceptional 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, -

The Board shall hold executive sessions with _{he 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 @ppropriate. - Such executive sessions shall be presided by the
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Chairman of the Corporate Governance Committee, except if said Chairman is an Exscutive

Director, in which case, by an Independent Director or non-Executive Director designated by the
Board, ' '

5. To monitor the directors’ complianse with the attendance requirements, the Bank shall update the
pertinent portion of the Annual Corporate Governance Report and file with the SEC an

advisement letter on directors' attendance within five (5) days from the end of the company's
fiscal year®

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 operaticns, long-term strategies and risk tolerance level of the
Bank.

The Board shalt 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 éxercises 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 (c) 'remuneration-(d)_ voting (&) committee chair
respansibilities and authority (f} evaluation which define and govern among othéer matters, its
compaosition, purposes, 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 shiall be reviewed and updated annually, or
whenever there are significant changes therein. o - '

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 fulfiliment of its responsibilities 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: - . :

n

iy SEC Memorandum Cirgular No. 1, series of 2014.

BSP Circular 757, Series of 2012, .
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Executive Committee

1.1

1.2

Compaosition

The Executive Committee shall be composed-of a Chairman, and at least four @)
members to be elected by the Board of Directors from ameng themselves.

Duties and Responsibilities

The Executive Committee shall have the power o 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 fikewise have the power to review an asset
or loan to ensure timely recognition and resdlution of impaired assets.

Carporate Governance Commities

2.1

2.2

Composition

The Corporate Governance Committee shall be compased 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 Oversee the development and lmplementation of corporate governance
principles and policies; - ' : C

-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 Ildentify persons belleved to be qualified to become members of the Board and/or
the Board Committees;

2.2.4  Assist thé Board in making an assessment of the Board’s effectiveness in the’
process of repiacmg or. appomtlng new members of the board andfor Board
Committees; - :

2.2.5 - Assist the Board in .developing and implementing the Board’s performance
evaluation process and rating system that constitute a powerful and valuable
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2.3

2.2.6

227

2.2.8

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 CEO and in overseeing the development and
implementation of professional development programs.for Officers.

Duties and Responsibilities

2.31

2.3.2

233

2.3.4

235

2.3.6

The Caorporate 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 performance evaluation of the Board and its committees
and executive management; arid 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.q. competence, candor, attendance,
preparedness, and participation). . Internal guidelines shall be adopted that
address the competing time commitmenis that are faced when directars serve on
multiple boards,

The committee shali make recommendations to the Board regarding the
continuing education of directars, 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. ' ' o '

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. ' '
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2.3.7 Thecommittee shall be responsible for the amicable resolution of disputes and/or
settle canflicts or differences between the Bank and its stockholders, the Bank
and other stakeholders, including regulatory. authorities, and the Bank and third
parties.”

2.3.8 OnExecutive Compensation and Remuneration:

a. The committee shall establish a formal and transparent procedure for
developing a policy on. executive remuneraticn and for fixing the
remuneration packages of corperate cofficers. 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 contro! environment. ' '

h. it shall designate amouni of refnuneration, 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 ance hired.

“d.  Itshall disallow any director to decide his or her own remuneration.

e. It shall provide in the Bank's annual reports, information and proxy
statements a clear, . contise and understandable disclosure of
compensation of its executive officers for the previous fiscal year and the
gnsuing 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
compliance of personnel concerned with all statutory requirements that
must be periodically met in their respective posts.

g. Or in the absence of such Personnel Handbook, it shafl cause the
development of such, covering the same parameters of governance stated
above.

Article 3(F}(2}(j), SEC Mernorandum Circular No, 6, Series of 2009
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239 On Nominations to the Board of D'irectors:

a. To the extent practicable, the members of the Board of Directors shall be
selected from a broad pool of qualified candidates. The commitiee 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, tespectively, of
Section I1-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 pravide 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.

b. In consultation with the executive or management committee/s, it shall re-
define the role, duties and respensibilities 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, -

c.  The committee shali consider the following-guid_elihes in the determination
of the number of directarships 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; : :

i.  Number of directorshipsfactive memberships and officerships in
other corporations.or organizations; and

iv. - Possible conflict of interest.

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

3. Risk Oversight Committee

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 whao 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

they occur. The committee shall have a written charter that defines the duties and

responsibilities of its members. The charter shali be approved by the Board of Directors

and reviewed and refined periodically. - The Risk Oversight Commitiee shall, where
appropriate, have access to external expert advice, particularly in relation to proposed

strategic transactions, such as mergers-and acquisitions.
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3.2 Duties and Responsibilities:

321 In general, the Risk. Oversight’ Committee shall be responsible for the
development and oversight of the institution’s risk management program. It shall
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 Compoasition

Identify "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
areas of concern are those rigks that are most likely to occur and are costly
when they happen.

Develop risk management strategres The Risk Oversight Committes shall
develop a written plan defining the strategies for managing and controlling
major risks. tt shall identify practical strategies to reduce the chance of
harm and failure or minimize losses if the risk becomes real.

Oversee the implementation of the risk management plan. The Risk
Oversight Committee shall communicate the risk management plan 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 assess how concerned units or ofﬁces
reduced these risks.

Review and revise the plan as needed. The committee shall evaluate the
risk management plan to ensure .its continued relevance,
comprehensiveness, and effectiveness. It shall revisit strategies, look for
@merging or changing exposures, and stay abreast of developments that
affect the likelihood of harm orloss. The committee shall report regularly
to the Board of Directors the entity's over-all risk exposure, actions taken to
reduce the risks, and recommend further actlon or plans as necessary,

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 bé 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-
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4.2

4.3

executive board members. Furthermore, the Chief Exécutive Officer, Chief Financiat
Officer and/or treasurer, or officers holding equivalent positions, shall not be appointed as
members of the audit committee.

Primary Purposes

The purposes of the Committee are o assist the Board of Directors in fulfitting its
oversight responsibilities for:

4.21

4.2.2

423

4.2.4

the integrity of the bank’s accounting and financial reporting, prihciples, policies
and system of internal controls, including the integrity of the Bank's financial
statements and the independent audit thereof;

the Bank's compliance with legal and regulatory requirements:

the Bank’s assessment and management of enterprise risks including credit,
market, liquidity, operational and legal risks; and

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. .

Duties and Responsibilities

The core responsibilities of the Audit Committee include the following:

4.31

4.3.2

4.3.3

43.4

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
persennel to enable them to perform their respective audit functions.

Review and approve the annual internal audit plan to eénsure its conformity with
the objectives of the Bank. The plan shall include the audit scope, frequency
resources and budget necessary to implement it.

‘Prior to the commencement of the ElUdi_ti 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 15 secure proper coverage and
minimize duplication of efforts.

Set up an internal audit department/division and consider the appointment of an

independent internal auditor andthe independent external auditor who shall both

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.
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435

4.3.6

4.3.7

4.3.8

439

4.3.10

4.3.11

4312

meRoow

Monitor and evaluate the adeguacy and effectiveriess of the Bank's internal
contrel 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 discration 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 quartefly, half-year and. annual financial statements before their
submission to the Board, with particular focus on the following matters:

any change/s in accounting policies and practices;
major judgmental areas;

significant adjustments resuliing from the audit;

going concern assumptions; -

compliance with accounting standards; :
compliance with tax, legal and regulatory requirements.

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 non-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 expefses. ‘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 shali 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
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,
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The Corporate Secretary and Assistant Corporate Secretary

5.1

5.2

53

54

5.5

The Carporate Secretary and Assistant Corporate Secretar'y 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
objectives 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.

They must have a working k'nowiedge-of the'operations of the Bank.

Duties and Responsibilities

5.5.1

5.5.2

5.5.3

554

5.5.5

5.5.6

Responsible for the safekeeping and preservation of fﬁe integrity of the minutes
of the meetings of the Board as well as the other official documents, records and
other information essentta] 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 busmess

judgment in good faith and in the. performance of their responsibilities and
obligations.

Work fairly and objectwely with the Board, Management stockholders and other
stakeholders.

Attend all Board meetings, except' when jUStIflabjE,' causes, such as iliness, death
in the immediate family and serious accidents, prevent him- from_doing so, and
maintain record of the same

In all transactions which may lawfully come to:the knowledge of the Corporate
Secretary involving ‘transfer of: voling shares of stock or. registration of voting trust
agreements, or any form of agreement vesting the right to vote the votmg shares
of stock of the Bank, the Corporate Secretary shall:

a. Ascertain the identity and citizenship of the transferes, 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
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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 ar 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.

C. Require the transferee to execute an affidavit statmg, amaong 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 exceedmg ownership of voting stocks beyand the
prescnbed limitations.

d. 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’ reglstered he may commerice .
an action before the approprlate body.

e. Promptly infarm stockhoiders who have reached any of the ceilings -
imposed by law, of their Inellgiblllty o own or control more than "the
applicable cellmg

5.5.7 Ensure that all Board procedures, rules and regulatlons are strictly followed by
the members,*®

Remuneration of the Members of the Board and Officers

Article 3{L}{ix}, SEC Memorandum Circular No. 6, Series of 2000
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The Bank shall avoid paying more than what is necessary for purposes of running the Bank.
successfully. :

A propartion of the executive directors' remuneration shall be structured so as to link reward to
corpordte and individual performance.

The compensation of the CEO and other Qfficers shall be’ subject to review and approval 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. -
Mo 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 varjable 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; provided,
however, that nothing herein contained shall be construed to preclude any director from serving in
any other capacity and recewmg compensatlon therefore.

To protect the funds. of the Bank, the SEC may, in exceplional cases, e. g., when the Bank is

under receivership or rehabilitation, regulate the payment of the compensatlon allowances, fees,
and fringe beneﬁts to its directors and officers.

Officers

The selection of Bank Officers shall be in accordance with the quallflcatlons and disqualifications
set by the Bank and the prevaﬂmg BSP regulatlons

. Duties and responsibilities of officers:*’

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 pol1<:|es an governance as approved
by the Board are consistently adopted across the Bank.

1.2 To aversee 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

27

BSP Circular No. 749, Series of 2012
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Policy

strategy, corporate values and policies as apprbved 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
responsibilities and shall ultimately be responsible to the Board for the perfermance of the
Bank. '

1.4 To promote and strengthen checks and balances systems in the Bank. Bank officers shall
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.

Performance Evaluation

The Board of Directors shall undertake a formal and r'igorous annual evaluation of its cwn
performance and that of its committees and individual directors.

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 ar seeking the resignation of directors. :

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-Exacutive Directors. : '

The Chairman shall conduct annual performance evaluations of the other executive directors, in.
relation 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.

The Chairman shall determine the individual and collective development needs of the Board asa

result of the performance evaluations set out above, and put appropriate development programs
in place. '

Compliance Program

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, manitor and control compliance and operational risks. '

39




' RCBC

A Liindan

Compliance Office / Legal and Regulatory Affairs Group

Im

lementing Guidelines

A

1.

Compliance Office

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-shall hald 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 Oftice shall be established to assist the
Compliance Officer in the discharge of his/her functions and responsibitiies. The
Compliance Office he/she 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 ori 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,
repori the matter to the Chairman and Corporate Governance Committee and
recomimend 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  !dentify, monitor, control and assess, if any, comphance risks and how such risks
can be mmgated '

1.2.3 Appear before the SEC when summoned in relation -to compllance with the
" Revised Code of Corporate Governance.

1.2.4  Assist the Board and the Corporate Governance Committee in the performance
of their governance functions, including their duties to oversee the formulation or
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 Committees.

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
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basis, including interim and other reports that could adversely affect its businéss, as well as
reports to regulators that are required by law.

Management shall provide all members of the Board W|th accurate and tlmely information that
would enable the Board to comply with its responsi ibilities to the stockholders

Management shall formulate -policies and procedures on risk management and governance
process. Further, Management, shall formulate rules and procedures on financial reportmg and
internal control in accordance with the followmg

3.1 The extent of Management‘s responsibi!ity 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.

32 An effective internal control system that will ensure the integrity of the financial repbrts
and protection of the assets of the Bank for the benefit of all stockholders and - other
stakeholders 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 whe shall conduct
independent and objective internal audit aclivities des:gned 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 appropnate adequate, effective and complied
with.

4.2 The minimum risk management and internal control mechanisms for Management's
operational responsibility shall center on the CEO, bemg ultimately accountable for the
Bank's organizational and procedural controls.

43 The scope and particulars of a-system of efféctive organlzanonal and procedural controls
shall be based on the following factors:

431  the nature and complexity of business and the business culture;
4.3.2 the volume, size and complexity of transaétions;.

4.33 the degree of risk;

434 -the degrlee of. cent.ralization and delegation of authority,

43,5 the extent and effectiveness of information technelogy; and
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4.4

4.5

4.6

4.7

5.1

5.2

4.3.6 the extent of r_egu'!atory compliance.
The internat audit examinations shall cover at least the following:

441  evaluation of significant rlsk exposures - and adequacy of risk management
process,

4.4.2 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 operational information);

4.4.3 effectiveness and efficiency of aperations;

4.4.4 safeguarding of assets; and
4.4.5 compliance with laws, rules, regutations and contracts.

The audit reports shall summarize risk exposures, control issues, recommendations,
status of committed actions, officers 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 internal audit activity.

Head of Internal Audit

4,71 The Head of Internal Audit shall functionally report to the Audit Committee.

4.7.2 He shall submit to the Audit Commnttee -and Senlor 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 rsport shall include significant risk exposure, control

issues and such other matters as may be needed or requested by the Board and
Management

4.7.3 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.

External Auditor

An external auditor accredited by the BSP and SEC shall be selected and appointed by
the stockholders upon recommendation of the Audit Committee.

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
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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
regulatory body during the period of his engagement is incorrect or incamplete, 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 earfier.

5.5 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 reporis. 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. C

The risk management infrastructure of the Bank follows a tcjp-d_own approach, whereby the Board
takes ultimate accountability for the risks taken, the tolerance for these risks, business strategies,
operating budget, policies, and averall risk philosophy. :

The board and senior management shall know and understand the bank’s operational structure
and the risks that it poses (ie "knew-your-structure”). 2°.

The Bank shall have an efective internal controls system .and .a risk management function
(including & chief risk officer or equivalent) with sufficient authority, stature, independence,
resources and access to the board. ™ : < -

The Corporate Risk Management Services Group (CRISMS) shall implement the risk
fmanagement process in the parent company, and additionally consalidates the risk MIS from the
various subsidiary risk units for a unified risk profile and eventual disposition.

Risks shall be identified and monitared on an ongoing firm-wide and individual entity basis, and -
the sophistication of the bank's risk management and internat control infrastructures shall keep
pace with any changes to the bank’s ‘risk profile {(inclading’ its growth}, and to the external risk
landscape,* '

28

30

Basel Commitiee on Banking -Supervision Principles for Enhansing Coiporate Governance
id. . .
id. '
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10.

11.

The risk process adopted by the Bank is not designed to eliminate risks, but rather to rn1t|gate 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 monitoring systems.

The Bank has an effective risk management that s robust internal communication within the bank
about risk, both across the organization and through reportmg to the board and senior
management

The board and senior management shall eﬁectwely utiilze 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

14 Composition

The Senior Management Committee shall be composed of a group of senior officers.
This group shall include also the Chigf Financial Ofﬂcer -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 reasonable assurance that
~ established objectives and goals will be achieved.

1.2.2 Require the establishment and effective |mp|ementatlon of a systern of internal
control to mitigate the r|sks ldentn‘led

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,
financials, 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.

3
32
33
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Duties and Responsibilities of Management

2.1

2.2

2.3

2.4

Under the direction of the Board, Managemént shall ensure that the Bank's activities are
cansistent 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 thersto during
Board meetings. The Directors shall have independent access to management.

Management shall formulate, under the oversight of the Audit Committee, financial

reparting and internal control system, rules and procedures in accordance with the
following guidelines:

241 The extent of managément’s responsibility in the preparation of the financial
statements of the Bank, with the corresponding defineation 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:

2.4.3  On the basis of the approved audit plans, internal audit examinations shait 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 iftegrity. of financial and
operational information, effectiveness and efficiency of operations, protection of
assets, and compliance with contracts, laws, rules and regulations:

24.4 The Bank shall bonsistently comply with the financial reporting requirements of
the BSP and the SEC and other regulatory agencies;

245 The Head of Internal Audit shall submit 1o the Audit Committee and Management
an annual report on the internal audit department’s activities, responsibilities and
performance refative 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 ‘maiters as may be needed or requested by the
Board/Audit Committee and Management.

34
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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 Cede 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 of 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 effectivengss of the organization to be assessed. . The Bank
shall ensure the set-up of contral measures in the handling of such reports. Transactions

with related parties shall likewise be approprlately and adequately disclosed in said
reports. '

The reports shall be prepared dependmg on the part|cular levels of responsibilities and
shall :
5.2.1 efficiently and effectively communicate key financial data;

6.2.2 show a comparison between year- -to-date budget, last year-to-date and fuII year
data;

5.2.3 be supported with explanations of significant variations.
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:
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E.

Communication Process

This manual shall be available for inspection by any stockholder of the Bank at reasonable hours
on business days. '

All directors, executives, division and department heads are tasked to ensurs the thorough
dissemination of this Manual to all employees and related third parties, and to likewise enjoin
compliance in the process.

Tralning 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) menths after appointment, subject to exceptions as
provided herein.

The Board of Directors and key officers of the Bank shall also attend, at least once a year, a

program on corporate governance conducted by training providers that are duly accredited by the
SEC-SG . . .

The Bark shall also implement an appropriate. communication and professional tratning 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 -its shareholders and other
stakeholders. The reperts or disclosures required under this Manual shall be prepared and
submitted to the SEC and Philippine Stock Exchange (PSE) by the responsible committee or
officer through the Bank’s Compliance Officer. Material information emanating from the Board of
Directars 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 ClO shall be responsible for efficiently providing
informaticn and addressing concerns of its shareholders and other stakeholders through the Bank
webpage which provides complete information about the Bank in 4 form that is user-friendly“.

Transactions between related parties shall be disclb_sed 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 potenitial 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 disclesed. Such information and/or transactions shall include, among others, earnings

SEC Memorandum Circular No. 20, series of 2013,
Maharlika Board on Listing and Disclosure Rules
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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

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 strategy, and off balance sheet transactions.

All disciosed 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 adequately transparent to its shareholders and other
stakeholders. *° '

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; 3
Right to information; '

Right to dividends; and.

Appraisal right.

_—r ol i kel
R wWM =

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
3.1 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 éannot attend the annual and special stockholders’ m'eetings,
they. shail be apprised ahead of time of their right to. appoint. a proxy. Subject to the

g
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id.: Any sharehcider 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.

483




O RCBC

ACHT Mutnlee

) Compliance Office / Legal and Regulatory Affairs Group

3.3

3.4

3.5

3.6

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 resolved in the stockholders’ favor.

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
stockhoiders to enable them to make a sound judgment on all matters brought to their
attention for consideration or approval.

Stockholders shall have the right to elect, remove and réplace directors and vote on
certain corporate acts in accordance with the Corparation Code.

Cumulative voting shall be used in the election of directors,

A director shall not be removed without cause if it Shall'dfeny minority stockholders
representation in the Board. '

Right to Inspection

All stockhalders 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.

5.1

5.2

5.3

Right to Information

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. : : '

The minarity stockhalders 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. :

The minority stockholders shall have access to any and all information relating to matters
for which the management is accountable for and to thase 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”.

Right to Dividends

The Bank shall declare dividends in accordance with the requirements of the Bangko Sentral ng
Pilipinas. ' .
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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. 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 Incase of merger or cansolidation.

Grievance Procedure

The stockholder may file his/her complamts in- wrltlng and submit the same to the Corporate
Secretary for purposes of endorsement to the Corporate Govemance Committee.

The Bank hereby adopts an arbitration system to resolve any dispute, controversy or ¢laim arising
out of, or relating 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*'.

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 simultaneousty 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: '

9.1 A persan who is bound by duty to maintain trust and confidence to the Barik 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 jn strict confidence the disclosed material
information and will not take advantage- of it for his personal gain.

Any disclosure of material non-public informatior 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 rute.

41
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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 Eank's financial condition, prospects and development projects which, when
brought to the attention of the public, is reasonably expected to induce or otherwise matenally
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.

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 Bark's Human Resources
Policy Manual.

The Chairman of the Corporate Governance Committee shall discuss the effectiveness and
performance of Directors immediately before they make themselves available for reappointment.

The Chatrman of the Corporate Governance Committee shall act on the results of performance
evaluation, strengths and weaknesses af the board, proposing new nembers, and seeking the
resignation of directors. :

The independent director shall appraise the Chairman’s performance

The establlshment of such evaluation system, in¢luding the features thereof, shall be disclosed in
the Bank's annual report {SEC Form 17-A). The adoptlon of such performance evaluation system
must be covered by a Board approval.

This Manual shall be subject to annual review unless the same frequency is amended by the
Board.

All business processes and practices being performed witnin 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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Reportorial Requirements

Reports pertaining to group structures under Paragraphs .II.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} calendar days after the end of
the reference quarter starting with the quarter ending 31 March-2012.

Under §§P 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 inthis Manual by the Bank's directors,
officers, staff, subsidiaries, and affiliates and theair 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 Pelicy Manual:

1.1.1  Jurisdiction Qver Administrative Disciplinary Actions
1.1.2  Code of Discipline . '

12 It shafl 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 recbmm_'end fo 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.

a2

MORB §X192.1. b.{1} Category A-1 repoits shall be signed by the bank's chief executive officer, arin his absence, by the
executive vice president, and by the comptroller ¢r, in his absence, by the chief accouniant, or officers holding equivalent
positions. The designated signatories of Categories A-1, A-2, A-3 and 8 reports including their specimen signatures shali
be ccntained in ‘a resolution approved by the board of directors. A copy of the board resclution covering the initial
designation and subsequent change(s) in signatories as well as’ specimen: signatures of the signataries .and alternates,
shall be submitted to the appropriate department of the SES in such frequency and within the deadline indicated in
Appendix 6.; $action 103. Fines and Penalties 1, The lollowing schedute of fines for delayed submission of reports and/
or incomplete/erroneous reporting shall apply: A. For Category A-1, A2, and A-3 reports: ‘

a. UBs/KBs : PHP 1,200 per calendar

day
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2.

Sanctians Impesed by the BSP

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 Mundred Thousand Pesos (P200,000.00} shali, 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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§ X143.4 Disqualification procedures

a. The board of directors and
management of every institution shal! be
responsible for determining the existence of
the ground for disqualilication of the
institution’s directer/olficor or employee and
for reporting the same to the Bangko Sentral.
While the concerned institution may
conduct it own investigation and impose
appropriate sanction/s as are allowable, this
shall be without prejudice to the autharity
of the Monelary Board to disqualify a
direclor/officor/employee from being
elected! appointed as director/ofiicer in any
Fl under the supervision of the Bangko
Sentral. Grounds fur disqualification made
known to the institution, shall be reported
to the appropriste department of the S£§
within seventy-iwo (72} hours fram
knawlege 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 directar
or officer concerned shall be netified in
writing rither by personal service or through
registered mail with registry retum receipt
card at hisfher last known address by the
appropriate departrment of the SES of the
existence of the ground for hisfher
disqualification and shal] he allowed 10
submit within filleen (15 calendar days from

receipt of such notice an explanation on’

why hefshe should not be disquatified and
included in the watchlisted file, together
with the avidence in support of hisfher
position. The head of said department may
allow an extension on meritorious ground,

<. Lnen receipt of the reply explanation
of the directorfofficer concerned, the
apprapriate department of the SES shall
proceed to evaluate the case.

The directorfofiicer concerned shall be
alforded the oppontunity 1o defend/clear
himself/herself,

d. if ne reply has been ecrived from the
direciorfofficer concemud upon the expiration
of the period proscribed under liem b above,

said failure to reply shall be deemed a waiver
and the appropriate department ofthe SES shall
proceed to evaluate the case based on
availablerecords/avidence.

e. if the ground for disgualification is
delinquency in the payment of nbligation, the
concerned director or officer shall ba given a
period of thinty (30) calendar days within
which to settle said obigation or, restora it to
its culrent status or, to explain why he/she
should not be disqualifizd and includled in
the watchlisted file, before the pvaluation
on his disqualification and watchlisting is
elevated to the Munetary Board,

. Far directorsiofficers of closed banks,
the concorned department of the SES shall
make appropriate recomimendation Lo the
Monetary RBoard clearing said diractors/
officars when there is no pending casef

" complaint or evidence against them, When

thereis avidence that a diroctor/officer has
committed irregularity, the appropriate
department of the SES shall make
reconwnendation ta the Monctary Board
that his/her case be refersed o the Office of
Special Investigation (Q51 for further
investigation and that hefshe be included
in the rasterlist of weinporasily disqualificd
persons until the final resolulion of histher
case. Directors/officers with pending cases?
complaints shall also be included in said
masterlist of lemporarily disqualified
persens upon approval by the Monetary
Board untitthe final resolution of thetrcases.
tf the director/officer is cleared from
involvement in any ifregularity, the
appropriate: department of the SES shall
recommenid to the Monetary Board his/her
dedisting, On the other hand, ifthe director.
(lff‘:co{cuncemeql is found to he responsible

for the clusure of the institution, the

concarned department of the SES shail

- recomment 1o tha Monetary Board histhar

delisting from the masterist of temporarily
disqualified persons and hissher inciusion
in themasterlist of permanantly disgualified
persons. R

g. I the disqualification is based on

Part | - Page 78d
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dismissal flom employrent for cause, the
appropriate department of the SES shall, as
much as practicable, endeavor to establish
the specific acts or umissions consliluting
the offense or the ultimale facts which
resulted in the dismissal 10 be able 1o
“determine i the disqualification of the
director/oflicer concerne is waranted or
not, The evalualion of the case shall ba
made for the purpose of -determining i
disqualification would be appropriate anc

not for the purpose of passing judgment on -

the findings and decision of the entity
concerned. The appropriate depatment of the
SES may decide 1o recommend to the
Monetary Board a penalty lower than
disqualification te.g., reprimand, suspension,
ote.) if, in its judgrment the act commitied or
oritied by the direclorofficer concemed does
nabwarrant disqualification.

h. All other cases of disqualification,
whether permanent or temporary shall be
elevated to'the Monetary Board fos approsval
and shall be subject o the procedures
provided in ltems "a","h", "c* and “d* abeve.

i. Upon approval by the Monetary
Board, the: concerned directarofficer shail
be informedl Ly the appropriate deparimant
of the SES in writing cither by personal
service or through registered mait with

registry return receipt card, at his/her dost

known address of histher disqualification
from being clected/appointed as director/
ofiicer in any FI under the supervision of
Bangko Sentral and/or of histher tnclusion
in the masterlist of watchlisted persons sa
disgualified.

j. The hoard of directors of the
concerned institution shall be-immediaaly
informed of cases of disqualificaticn
approved by the Monatary Board and shall
be direcied to act theredn not [ater than the
following board mecting.- Within seventy-
twe (72} hours thereafter, the corparate
secretary shall report to the Governor of the
Bangko Sentral through the appropriate
depanment of the SES the action taken by

§8X143.4-X143.3
12123

* the board on the director/ofiicer involved.

k. Persons who are elecled or
appoinied as director or officer in any of
the BSP-supervised institutions for the first
time but are subject to any of the grounds
far disqualification provided for under
Subsecs: X143.1.and X143.2, shall be
afforded the prucedurat due process

- preseribed above,

I, Whenever a diractod/nflicer is

- cleared in the process mentioned under

Iteme 7 above or, when the ground for
disqualification ceases to exisi, hefshe
wauld be eligible to becoms director or
afficer of ary bank, (8, trust entity or any
institution under the sugiervision of the
Bangko Sentral only upan prior approval
by the Monetary Board. It shall be the
responsibility of the appropriate

“department of the SES 1o clevate fo tho

tMonetary Board thie lifting of the
disqualification of the concerned diractor/
vfficer and histher delisting from the
mastertist of watchlisted persons.

* fAs mmondad by Cirgular Ho. 504 dated 78 Seplamber 2107)

§ X143.5 Warchlisting. To provida the
Bangko Sentral 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
nf a bank,-CB or trust entity, the SES shall

‘maintain a watchlist of persons disqualifiad

1o be a director or officer of such entities
under its supervision undir the following
proceduras: o

- a. Watchlist categories, Watchlisting
shall be categorized as follows:

(1) Disgualification  File “av
(Permanent) - Directorsiofficersiemnployeas
permanently disqualified by the Monstary
Board from. holding-a directarfofficar
position. . ’

20 Disqualification  File *8*
{Temporary) - Dircctorsfofficersfomployees
temporarily. disqualified by the MMonetany
Board from helding a director/officer
pasition, :
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AUDIT COMMITT.EE 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 fulfilling its oversight responsibilities of the Bank's accounting and financia reporting
process, the system of internal control, risk management, governance pracesses, the
audit process and the Bank's process for monitoring compliance with laws and
regulations, internal policies and own Code .of Business Conduct. To perform this role
effectively and be able to help management and the Board of Directors in protecting the
bank and its reputation, each Committee member will obtain an understanding of the

responsibilities of Commlttee membership as well as the Bank’s business, operations
and risks.

Authority

The Audit Committee has the authority to conduct or authorize mvestlgatlon into any
matters within its scope of responsibility. It is empowered to:

e Pass for review and comments all report‘s 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.

» Retain outside advisors, mcludmg counsel as it deemed necessary to carry out its
duties.

* Meet with any Bank officer, external auditor at Committee meetings as necessary.

s Appoint the cexternal auditor of the Bank and pre approve all auditing and non-audit
services.

» Review and approve the internal audlt activities to-be outsourced.

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 Committee 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.



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 shall 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 month., Special meetings may be convened as considered necessary by
the Committee. A quorum for any meeting shall constitute two' (2) members. Voting on
Committee matlers shall be on one member - one vote basis. Majority vote of all 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 Secre'tar'y to the Audit Committee. The Secretary shall pfépare
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. o : - ' -

Roles and Responsibilities .

The Audit Committee’s policies and procedures should remain flexible in order to best react to
changing conditions and provide reasonabte 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 activities in managing material risk |
facing the bank, which include among others, credit, country and transfer, market,
interest rate, liquidity, operational, compliance, legal and reputational risk. This includes
receiving periodic information on risk exposures and risk management activities.

» Evaluate whether management is -sefting the appropriate control culture by
communicating the importance of internal control and ‘the management of risk and

RCBC Audit Committee Charter
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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 bodies 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 including subsequent events
and related party transactions. '

DO 0000 D

» Review and communicate with legal counsel 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 including -
externai service providers of permitted outsourced audit activities, It shall 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; S

+ Review the reports submitted by the internal ‘and external auditors as well as those
submitted by external service providers. ' - -

1. Internal Audit

+ Organize an internal audit department, and consider the appointment of an independent
internal auditor and the terms and conditions of its engagement and removal.

RCBC Audit Commiltee Charter
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o Review the extent and scope, activities, staffing, resources and organizational structure
of the Internal Audit function' including outsourced activities and ensure no unjustified
restrictions or limitation are made. The Audit Committee 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 and maintains an open communication with senior
management, the Audit Committee, external auditors and examiners / representatives of
regulatory agencies. '

» Review and approve the audit plan-taking into consideration the internal audit activities
that will be outsourced to ensure its conformity with the objectives of the Bank. The plan
shall include the audit scope, resources and budget necessary to implement it.

s Meet regularly with Internal Audit Head and/or 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 organizaiion. If necessary, 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.

e Review the effectiveness of the Internal Audit function including the performance of
external service providers and assess compliance to sound internal auditing standards
such as the Institute of Internal’ Auditors International Standards for the Professional
Practice of Internal Auditing and-other supplemental standards issued by regulatory
authorities / government agencies, as-well-as with relevant code of ethics.

» Review audit reports including those pertaining to fraud discoveries and the
corresponding recommendations to address the noted weaknesses. Ascertain that -
management responds to the recommendations by the internal auditors and is. takmg
appropriate corrective actions in a timely manner.

+ Ensure that significant findings and recommendations made by the internal auditors are
received and discussed on a timely basis. Discuss the same with-Internal Audit Head -
and report significant matters to the Board of Directors.

« Ensure that outsourced internal audit activities are permitted by the bank s internal policy
and existing requirements of regulatory bodies including their independence.

« Review and approve the Internal Audit Group Charter.

» Review and concur in.the appointment, replacement or dismissal of Internal Audit Head,
as welt as the external service providers based on fair and- transparent criteria.

e Review qualifications of Internal Audit Head and deputies and assess their performance
Also, set, review. and approve the compensataon of the Internal Audlt Head and key
internal auditors.

+ Review and report to the Board the annual performanca appralsal of the 1nterna| Audlt
Head.

» Recommend for approval of the Board the frequency of reportlng of the subsidiaries with
own internal audit function to |A head of the parent bank_ .

Accordm;:, to BSP Cir. 871, Section 3.a {2), In ¢ase the parent bzmk s internal audit function.shall cover the internal audit
activities in the subsidiacy or affiliate BSP- -super vised financia! institution, the board of directors ‘of the parent bank shall
ensure that the scope of internal audit activities is ‘1dequate c0n31c[ermg the size, risk profile and complex1ty of operations of
the subsidiary or affiliated concerned.

2 BSP Circular 871 In case each BSP- -super vmcd financial institution belonging to group structures has its own internal audlt
function, said internal audit (1A) function shall be accountable to the financial institution’s own Board of Directors and shall
likewise report to the head of the TA funiction of the parent bank within a reasonable period and frequency prescribed by
the Roard of Directors of the parent bank, In addition, the establishment-of internal audit function centrally by the parent
bank in group structures shall not fall under the outsourcing framework. In this respect, the head of the internal audit
function of the parent bank shall define the audit strategies, methodology, scope and quality assurance measures for the entire

RCBC Audit Committee Charter
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2. External Audit

» Recommend {o 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 internal 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 one 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
pericdically the non-audit fees paid to the exiernal 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. '

e 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 mdependence 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 reqLured by reguiations.

+ 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 Iaws, 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 resuits of management’s investigation and follow-
up {including disciplinary actlon) of any frauduient acts, accounting.irregularities’or
rnoncompliance.

¢ Obtain regular updates from management Bank compliance ofﬂcer and Bank’s
iegal counsel regarding compliance matters.

s Assess whether all regulatory compliance matters have been conS|dered ln the'_
preparation of the fmanmal statements. :

» Review the findings of any examinations by regulatory agencies. -

E. Ethics and Business Conduct

» Ascertain that a Code of Conduct exists in: wrltlng and that arrangements are made for
all employees to be aware of it. :

» Review the Bank's Code of Conduct annuaiiy and ensure that a system reasonably
designed to assure compliance with the Code is in place..

group. Provided, That: this shall be done in consultation and. coordination with the respective Board of Directors of the
subsidiary or affiliate BSP-supervised financial institution. Provided, further, That: the Board of Directors of the subsidiary

or affiliate BSP-supervised financial mbutu‘uon shall. remain ultimately responsible for the performance of the internal audit
activities,

3 This may also be read as “fees paid by the company to the extarnal auditor.” L

RCRBC Audit Committee Charter
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F. Other Responsibilities

» Perform other oversight functions as requested by the Board.

» Where necessary, require and institute special investigations and, if appropriate, hire
external counsel or experts to assist. '

* Review and update the Charter, receive approval of changes from the Board.

Reporting

The Committee shall report periodically to the Board of Directors.  Minutes of meetings 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.

Committee Self Assessment

To ensure that the performance of work of the Audit Committee is. efficient and meets the
objectives, the Commiittee shall review, discuss and assess its own performance as well as the
Committee role and responsibilities through a self-assessment worksheet attached hereto and
made an integral part hereof. B . ' '

Moreover, the Audit Committee shall rate its overall level of compliance based .on the
parameters set forth in the attached worksheet. - It 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 i.e. complies with parameters with minor deviations]
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_placé to receive Co_mments_ 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 shall 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 responsibiliﬁes,'if any, sha_ll be recommended to the Board for approval.

RCBC Audit Commiitee Charter
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This Charter is issued for the information and guidance of all concerned.

Adopted by the Audit Committee on April 17, 2015.

For the Audit Committee:

MR. ARMANDO M. MEDINA
Chairman, Audit Committee

Approved By:

Rizal Commercial Banking Corporation-
Board of Directors

RCBC Audit Committee Charter
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CHARTER OF THE GROUP RISK MANAGEMENT

COMMITTEE OF RIZAL COMMERCIAL BANKING

CORPORATION AND ITS SUBSIDIARIES

A. PRINCIPAL PURPOSE / OBJECTIVE

1.

The Group Risk Management Committee (RMC) is o Board-level
commiftiee of the Rizal Commercial Banking Corporation (RCBC} Board of
Directors (the Board), from which it derives ifs authority and to which it
regularly reports.  The RMC exercises authority over all other risk
commiltess of the various RCBC business groups and subsidiaries (the
Group), with the principal purpose of assisting the Board in fulfilling its
oversight responsibifities relating 1o;

a. Evolualion and sefting of the Group's risk appetite;

b. Review and management of the Group's risk profile;

c. lmplementation and continuous  improvement of a sound
framewaork for the identification, medsurement, confrol, monitoring,
and reporting of the principal risks faced by the Group:;

d. Capital planning and management. o

B. MEMBERSHIP, ORGANIZATION ANb TERM OF OFFICE

1.

The Board has the sole autharity to appoint the members of the RMC, its
Chair, and its Vice Chair. As such., it is also the Board’s sole discretion fo
remove or replace any RMC member at.any time for justifiable reasons.

Members of the RMC must possess o range of risk management experiise
and adequate knowledge of the Group's risk exposures. Membership fo
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 committee member's fenure shall commence upon his/ner
appoiniment; and shall continue to subsist until such time that any one of
the following occurs: '

a. the Board withdraws his/her appointment 1o the RMC;
b. he/she ceases to be an incumbent member of the Board;
c. he/she voluntarily resigns the commitiee membership.

4, The Head of Corporate Risk Managemen’r Services Grbup, or his / her

Designate, shall act as the RMC’s Secretary.
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C. MEETINGS AND ATTENDEES

1.

3.

4,

The RMC shall hold monthly regular meetings and-ai such addifional times
as may be necessary to discharge its duties and responsibilifies,

Meetings may be held in any desighated area whereby a quorum may
be physically established, or interaciive par‘rlcapohon by commitiee
rmembers may be achieved.

The Chair of the RMC presides over regular fnee’rings, 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 committee’s meeting Minutes,
clear matters for inclusion in the meeting Agenda, and set cui-offs for
information that the committee may require or consider.

Attendees to RMC meéﬂngs shall be in accordance with the following:

a. Mandatory Head of Risk Management
' Head of Corporate Plannlng
‘Head of Treasury.
Head of Internal Audit
Head of Caontrollership

b, Right fo Attend All memsbers of the Board

¢. By Invitation "Any Direcfor,- officer or employee
of the Group.

D. VOTING AND QUORUM

1.

The physical presence of at lsast four {4) members shall constitute a

quorum, provided that eﬁher ’rhe Chair or Vice Chdair is among those
present.

Voting on committee matters shall be on @ one member-cne vote basis.
Where a quorum. is presenT a majority vote of.qall members present shall
constitute an official action of the RMC, and shall have immediaie effect
without need for further confirmation from the Board, unless such action is
one that specifically requires Board confirmation or approvail.

When approvat of the RMC is immediately needed, but the Committee is
otherwise unable fo meet for whatever reason, approval via routing or
electronic mail shall be considered valid and operative; provided that the
concurrence of at least four (4) RMC 'mejmb_ér's is secured, oneg of which
must be the Chair's or the Vice Chair's. The said approval should then be
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at least noted by the Committee en- bcmc in the immediately foliowing
regular RMC meeting.

E. SCOPE OF AUTHORITY AND RESPONSIBILITY

The Committee’s scope of authority shall be in accordance wiih ifs principal
purpose and objective herein set, and guided by the directives as contained in
BSP Circular 456 herein annexed and mc:de an -inherent component of ihis
Charter,

The RMC's responsibilities are:

1.

Review, evaluate, periodically assess for, and report to the Board the
Group’s  Infernal Capital  Adequacy ‘Assessment  Process  (ICAAP),
especially relating fo: : : C E

a. Current and projecied copital' and risk-weighted asset levels and
reguirements;

b. Capital allocation among risk- Tc:kmg uniis of the Baink;

c. Perceived threats to capital adequacy cmsmg from both |denhf|ed_

and unexpected risk faciors:

Consider and evaluate for the Board the levels of risk appetite proposed
by the various risk-faking units of the Group, and fo ensure that these
levels are commensurate to a decided risk-reward strategy;

Cansider and periodically review product/s and product program/s
directly reloted to altering the make-up of the risk profile of the Group;

Evaluate the profile, direction, magnitude and distribistion of risks across
the Group from a consolidated  perspeciive, thereby exercising
supervision and review authority over the risk commiltees of the various
Group subsidiaries;

Develop, implement, - and "pe'riodicc:fly review. . the Group's Risk
Management Framework, .ensuring that the same remains effective and
updated, and thaot implementation is cgmed oui on-an ‘enterprise- wrde
basis;

Approve and oversee the conhnuous developmen’r of pohcaes and
procedures designed to:

a. Define, identify, measure, control, cmd monltor fhe principal risks
faced by the Group;

b. Establish and communicate risk moncgemenf controls throughout
the Bank;

E.‘lMy Dacumenis\GROUFP RISK\RMCIRMC-PFI\RMC Charter « RMC APPROVED doc




12.

13.

c. Promote a risk culture that requires the highest standards of e’rhlcol
behavior by risk-toking personnel and risk managers;

Approve and periodically review the Bank's system of limits covering:

a. Performance vs. risk appetfite;
b. Risk conceniration;

c. Risk trends;

d. Risk jolerance levels;

Oversee complichce to established risk management policies and limifs,
and ullimately issue dispositions on risk policy ond limit exceptions;

Oversee the system of limits to .discretionary authority that the Board
delegates to Management, ensure that the system remains effective, that
the limifs are observed, and immediate correchve actions gre ’rc:ken when
limits are breached;

. Oversee the functioning and performance of the Chief Risk Officer ohd of

the Group's Corporagte 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 éhcring strategic "initiatives ¢ ensure thatl the risk

management funciion is able to address and suppor’r changes within the
Croup in @ proochve manner;

Delegate to Management certain authorities in the interest of insiituting -
an efficient and responsive risk management infrastructure;

Assume olher responsibilities as are required by existing and future
regulations, and/or delegated to it by the'Bo_oﬁd from time to time.

F. REPORTING AND SELF-EVALUATION

1.

2.

3.

The RMC is entifled to receive periodic reports from ihe subsidiary risk
committees of the Group and from Management on matiers relating to
risk and capiial pursuant to a schedule that- the Committee develops.

The RMC, via its Chair, shall report to the Board on a periodic basis its
actions and. dispositions, -and wnth such recommendohons as deemed
appropriate orrequired.

The approved Meeting Minu’res of ihe RMC shali be reported by the RMC
Chair to the immediately following Board Meeting for notafion, and
confirmation of cerfain previous RMC action/s requiring final Board
approval,
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4. The RMC shdll perform an evaluation of |ts owh performance at leasft on
an annual basis, with the results communicaied 10 ihe Board.

G. CHARTER AMENDMENTS

t. The RMC shall, from time to time, assess the adequacy of this Charter
and recommend changes thereto to the Board.

-END-

Adopted by the Risk Management Commitiee on 20 May.2010.

For the Risk Management Committee:

RIZALINO S. NAVARRO . '
Chairman of the Risk Management Committee

Approved / Ratified by the RCBC Board on 21 May 2010.

Corporate Secretary
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1.0

GENERAL PURPOSE AND AUTHORITY

The Corporate Governance Committee (the “Comrhittee”) is constituted by the Board of Directors (the
“Board") for the following purposes:

2.0

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 memberé of the Board and/or the Board
committees; '

Assist the Board in making an assessment of the Board's effectiveness in the process of
replacing or appointing new membetrs of the Board and/or Board Comimittees;

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
imprave 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 R '

Assist the Board in the -performan_cé eva'l'uat_ior']_of and succession planning for Officers
including the CEO and in.overseeing the development and implementation of -professional
development programs for Officers. o S

COMPOSITION

2.1

2.2

2.3

The committee shall be composed: of at least three (3} members of the Board of Directars,
two (2) of whom shall be independent directors, including 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 independence cannot
accept membership in the Committee without prior approval of the Morietary Board.' :

The Board ‘may appoint one or .mor’e_:individuals ta 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 Committee.

BSP Circular No, 757, Series of 2012.
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3.0

4.0

5.0

2.4

The chairman of the Committee 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 appoint a new member in
order to meet the required composition of the Committee.

QUALIFICATIONS

3.1

3.2

3.3

3.4

The chairman of the Committee shall be an independent director.

The members of the Committee who are directors or independent directors shall possess the

same qualifications and ncne of the disqualifications of a director or mdependent 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 attend 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 shall be

considered present in the meeting.

MEETINGS

4.4

4.2

4.3

4.4

4.5

The Committee shall meet as frequently as considered necessary by the Committee.
Meetings of the Committee shall be convened by the chairman as deemed approprlate or
upon request of the majorlty of the members

A quorum will comprise of majonty of the meémbers of the Commiltee. Voting on Commlttee
matters shall be on one member — one vote basis. Mgjority vote of all members. present
shall constitute an official ‘action of the Commitiee.

The members of the Committee shall attend its meetings in person or through
teleconferencmg and videoconferencing conducted in accordance with the rules and
requlations 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 to ensure that the quorum requirement will be met.
Justifiable causes include, but are not limited.to, grave illness or death of an |mmed|ate
family or serious accndents :

The notice and agenda of the meetmg shal[ be furnished to the members prlor to each
meeting and will include relevant supporting papers as appmpnate

Minutes of the meeting shall be submitted to the Board of Directors.

DUTIES AND RESPONSIBILITIES

5.1

The Committee shall assist the Board in fulfilling its corporate govermance responsibilities.
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5.2

5.3

5.4

55

5.6

6.7

5.8

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 heen
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. o :

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 {ong term shareholder's
value.

The Committee shall monitorqupliance of the submission of the Annual Corporate
Governance Scorecard on the scope, nature and extent of the actions taken o 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 Corporation’s culture, strategy and control environment.

b. It shall designate amou_ht of rem'un_erétion, ‘which- shall be in a sufficient Ie_vél 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- ali 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 shail disallow an'y director to decide his or her own remuneration.

e. 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.
' 4
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It shall review the existing Human Resources PFolicy Manual or Personnel
Handbook, to' strengthen provisions on conflict of interest; salaries and benefits
policies, promotion-and career advancement directives and compliance of personnel
concerned with all statutory requurements that must be periodically met in their
respeclive posts.

Or in the absence of such Personnel Handbook, it shall cause the development of
such, covering the same parameters of governance stated above.

5.9 On Nominations to the Board of Directors:

a.

The Committee shall review the composition of the board and determine the
set of qualifications, skills, experience andfor.expertise which are aligned with
the Bank’s strategic direction. Candidates are then identified from various
sources, To the extent practicable, the members: of the Board shall be selected
from a broad pool of qualified candidates. The Committee shall have the
authority to engage professional search firms or. other external sources of
candidates when searching for candldates to the board.

The quahficatlons of shorthsted candidates shall be reviewed to determine
whether the candidate is a fit and proper person for the office and whether he
possesses all the qualifications and none of the disqualifications of a director
of the Bank under relevant: laws and:regulations .and internal policies. In
selectmg 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.

The Committee shall then proceed t_o'_maké recommé_n‘datibns to the Board.

The Committee shall aiso revi'ew and evaluate .the qualifi'ca'tions of those
persons nominated to other pos:tlons requiring appomtment by the board of
directors in accordance with the foregomg guidelines..

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 gaing 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 ¢f a nominee for the Board:

c.1 The nature of the bﬁsiness‘_éf-the Corporations. which he is & director;
c.2 Age of the Director;

.3 Number of directorships/active memberships and officerships in other
corporations or organizations; and
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c4  Possible conflict of interest.
The optimum number shall be related to t_hé capacity of a director to perform his duties
diligently in general. :
6.0 REPORTING

7.0

The Committee shall report periodically to the Board. Minutes of meetings of the Committee which

specify opinions and official actions of the Committee on various matters, shall be disclosed to the
Board of Directors. : o

CHARTER AMENDMENTS

7.1 The Committee shall from time to time assess the adequacy of the Charter and recommend
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.
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The RCBC Trust Committee Charter

1.

Composition

The Committee shall be composed of at least five members, including the President, the
Trust Officer and three. directors appointed by the Board of Directors, who are not part of
the day-to-day management of banking operations and are not members of the bank’s
Audit Committee. :

Meetings

2.1 The Committee shall meet mouthly or more frequently when deemed necessary
by the Committee. "

22 The notice and agenda of thc meeting will include relevant supporting papers as
appropriate.
23 A guorum will comprise of majority of the members of the Commiftee.

2.4 The meeting shall be presided by the Commlttee Chairman or in his/her absence,
a delegated alternate.

2.5 Minutes of the meeting shall be submitted to the Board of Directors, for notation,
confirmation and approval of the acts and proceedings set forth in said minutes,

Duties and Responsibilities

The Trust Committee shall be primarily responsible for ovcrseemg the fiduciary activities
of the bank through the determination, formulation, implementation and periodic review

of the general policics and guidelines  which. will govern the bank’s trust business,

including but not hmited to:

3.1 Ensuring that the conduct of fiduciary activities are in dCCOrddl‘lCG with applicable
laws, rules and regulations and pradent practlces

3.2  Translating the board’s objectives and risk tolerance into prudent operating
standards :

3.3 Implementation of the rlsk manahcmcnt frarm,work to ensure -that internal
controls are in place

3.4  Adopting an appropriate organizational structure/staffing pattern and operating
budgets that cnable the trust organization to effectively carry out its functions

35 Overseeing and evaluation of the performance of the Trust Officer

3.6 Acceptance and termination of accounts
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3.7

38

39

3.10

Approval of recommendatmns of management on 1 the investment, reinvestment
and disposition of funds or property held in trost or other fiduciary capacity.

Periodic review of trust, investment management and other ﬁducmry accounts

Monitoring the proper implementation of the policies and guidelines established
for the trust business.

Compliance with applicable laws and regulations and management of risks.

Conducting regular meetings and reporting regularly to the Board of Dlrcators oI
matters ansmg from fiduciary ac,uvmcs

Performing other responsibilities as may be delegated by the Board of Directors
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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:

1. Approves major IT investments.

2. Manages and aligns IT initiatives across the Group

3. Reviews status of major pro;ects '

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
TechCom. - ‘

7. Ensures compliance to BSP rules and regulauons relating to Information
Technology

B. MEMBERSHIP, ORGANIZATION AND TERM OF OFFICE

1. The Board has the sole authority to appoint the members of the TechCom
and its Chairman. As such, itis also the Board’s sole discretion to remove or
replace any TechCom member at any time forJust|ﬂabIe 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 followmg
ocCcurs: . _

a. The Board withdraws his/her appomtment to the TechCom
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4.

b. He/she ceases to be an incumbent member of the Board:

C. He/she voluntarily resigns the committee membership.

The Head of IT Shared Services Group (ITSSG), or his/her designate, shall
act as the TechCom Secretariat.

C. MEETINGS AND ATTENDEES

1.

2.

The TechCom: 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-may be

physically established, or interactive participation by committee members
may be achieved.

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

C. 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
quorum. In the absence of the Chairman, a designated Chairman is
appointed from the other members. o " ' _

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 shall
constitute an official action of the TechCom, and shall have immediate effect
without need for further confirmation from the Board. S
When approval of the TechCom is immediately needed, but the Committee is
otherwise unable to meet for whatever reason, approval via routing shali be
considered valid and. operative, provided that the cohcurrehce of at least
three (3) TechCom members is secured, one of which must be the Chairman.

E. SCOPE OF AUTHORITY AND RESPONSIBILITY
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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:
Approves major IT investments.

2. Manages and aligns [T 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
TechCom. '

7. Ensures compliance to BSP rules and regulations relating to Information
Technology | |

' 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 entitied 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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MEMORANDUM
TO BOARD OF DIRECTORS 05 FEBRUARY 2015
SUBJECT : UPDATING OF THE PERSONNEL EVALUATION & REVIEW
COMMITTEE (PERC) CHARTER _
I. TITLE

1L

II1.

This document shall be known as the Charter of the Personnel Evaluation and Review
Committee of the Rizal Commercial Banking Corporation (“RCBC”). 1t shall contain the
organization, purpose, powers and authorities of the said Commiittee.

This. document shall also guide and govern the actions, recommendations, resolutions and
decision of the Personnel Evaluation and Review Committee.

CREATION

There 15 hereby created a Personnel Evaluation and Review Committee, which shall act upon

authority of the Board of Directors of the RCBC, and which is tasked primarily to evaluate
and review employee discipline areas. o

In 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 of Directors for the
following purposes: : : .

1. 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. S S '

2. To ensure that the appropriate preventive,_'corre.c_tive and disciplinary measures are
imposed on cases involving dishonesty, fraud, negligence: or violation of any intermal
Bank policy, rule or procedure committed by an RCBC employee. '

3. Such other purposes as may be necessary in the pe_rfdrmainc'e. and discharge of its
functions. ' '

F/FY Towerll, L.P. Leviste ccfner Guollardo Streets, Salcedo Villoge, Makati City 0727 1
Telephone No: (432)817-0021 Locals 204 & 211
www.rebe.com
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IV. MEMBERSHIP

V1.

The Board of Directors 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.

The Personnel Evaluation and Review Committee shall be composed of a Chairperson, who
shail be a member of the Board of Directors, and other members who may either be directors
or senior management officers of RCBC.. The Head of the Interpal Audit Group shall sit
during meetings as a resource person. '

With the approval of the Committee Chairperson, officers from relevant areas of the Bank
shall join the meetings as subject matter experts.

MEETINGS

The Personnel Evaluation and Review Committee shall meet regularly every month on dates
designated by the Committee Chairperson.

The Committee Chairperson may call special or emergency meetings as may be necessary for
the speedy resolution of matters and cases being handled by the Committee.

The Committee Chairperson has the authority to cancel the month’s meeting if there are no
cases for discussion.

POWERS AND AUTHORITIES

The Personnel Evaluation and Review Committee shall ‘have  the following powers and
authorities: o '

1. Affirm, review, revise, reverse or modify any resohition arrived at or action taken by
management in connection with RCBC employee administrative cases involving any of
the following;. o :

1.1 Dishonesty

1.2 Fraud

1.3 Negligence, violation of any internal Bank policy, rule or procedure or any act which
results to an actual or potential loss to the Bank of at leasT One Million Pesos
(P1,000,000.00) '

1.4 Acts that tend to damage or destroy the Bank’s goodwil] and reputation.

2. Report to the Board of Directors the actions. taken agai'nst employees involved in the cases
mentioned above. . ' :

3. Advise management to take certain corrective and preventive measures for the protection
of the Bank’s interests in refation to any of the cases mentioned above.
P/F Y Tower I, LP. Leviste comer Gallardo Streets, Salcedao Viliage, Makati Ciky 0727 : 2
Telephone Mo: (632)817-0021 Loc:_ols 204 & 211
-www.rehe com
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4. Direct the Security Department to take police action, the Legal Affairs Division to take
legal action, or any other unit of the Bank to take appropriate action for the protection of
the Bank’s interests, whenever it deems it necessary, Wlth regard to any of the cases
mentioned above.

5. Ensure that in all cases involving employee discipline, the requirements of due process are

strictly observed and the employee concerned is granted opportunity to defend or explain
his side.

6. Exercise such other powers and authorities as the Board of ‘Directors may impose.
VILEFFECTIVITY AND AMENDMENTS

On 30 September 2002, the Board of Directors approved the immediate effectivity of this
Charter.

On 31 May 2004, the Board of Directors appi'oved the amendments to Chapter 6 of this
Charter.

On July 2011, the Board of Directots approved this updated version of the Charter.

On __ February 2015, the Board of Directors apploved further amendments to Chapter 6 of
this Charter.

2/F Y Tower I, L.P. Leviste comer Gallardo Streets, Salcedo Villcgé,Makoﬁ Cily 0727 3
. Telephone No: (632)817-0021 Locals 204 & .21}
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Related Party Transactions Committee Charter

1.0 GENERAL PURPOSE AND AUTHORITY

For purposes of ensuring transparency and fairness for all' stakeholders, the Related Party Transactions
Committee (the "Committee”) is constituted by the Board of Directors (the ‘Board") to review proposed
Related Party Transactions for the purpose of determining whether or not the transaction is on terms no less

favorable to the Bank than terms available to any unconnected third party under the same or similar
circumstances. : o

2.0 COMPOSITICN

2.1 The committee shall be composed of at ieast three (3) members of the Board of Directors,
including the chairman, who shall be an independent director and who must not be a
member of the Audit Committee. The other members shall be. directors with the least
number of directorships or officerships with companies within the conglomerate., .

22 The chairman and the members of the Committee shall be appointed by the Board. The
chairman of the Committee 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 appoint a new member in
order to meet the required composition of the Committee:

2.3 The Corporate Governance Department of the Compliance Office shail serve as secretariat
of the RPT Committee, ' : : :

3.0 MEETINGS

31 The Committee-shall meet .every third Tuesday of the rnonth and as frequently as considered
necessary by the Committee.

3.2 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 ali members present
shall constitute an official action of the Committee, provided that all RPTs shall be approved
by a majority of all members of the Committee, including the vote of the independent director
members who are not disqualified by conflict of interest and/or interlock. Any member of the
Committee who has an interest in the ‘transaction under discussion shall not participate in
discussions and shall abstain from voting on the said transaction. . : '

3.3 The members of the Committee shall attend its 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 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 to ensure that the quorum requirement will be met.
Justifiable causes ihclude, but are not limited to, grave iliness or death of an immediate
family or serious accidents, -

34 The notice and agen'da of the meeting shall be furnished to the members prior to each
meeting and will include relevant supporting papers as appropriate.

2
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5.0

6.0

REPORTING

The Committee shall report proposed Related Party Transactlons together.with-all information, as
well as the action taken by the Committee thereon, to the Board for approval.

CHARTER AMENDMENTS

6.1 The Committee shall- from time to time assess the adequacy of the Charter and recommend
changes thereto to the Board.

6.2 The Committee charter shall be approved by the Board of Dlrectors -and reviewed and

updated at Ieast annually or whenever there are significant changes therein.




RATING FORM

The rating shali be one (1) to three (3), in accordance with the following criteria;

RATING ' I ' DESCRIPTION
1.00 — 2.00 . Failed to Meet Expectation
2.01 - 2.75 _ ____.Met Expectations
276-3.00 Exceeded Expectations

BOARD OF DIRECTORS ASSESSMENT
Duties and Responsibilities of the Directors
Directors Self-Assessment

A. Specific Duties and Fles.ponsibili_ties of the Directors

COMPLIANCE AREA

Committee Roles, Duties and Responsibilities _ | RATING EXPLANATION/REASON/
n INCOMPETENCIES

1. Remained fit and proper for the position for
the duration of the term; treated board
directorship as a profession and had a clear
understanding of duties and responsibilities
as well as role in promoting good
governance. :

2. Conducted fair business transactions with the
bank and has ensured that personal interast
does not bias board decisions

3. Acted honestly and in good faith, with onalty :
and in the best interest of _the institution, .
stockholders, regardless of the amount of
their stockholdings, and other stakeholders
such as its depositors, investors, ‘borrowers,
other clients and the general public.

4. Devoted time and attention necessary to
properly discharge duties and responsibilities,
including familiarization . with the banking
business

5. Constantly aware of the institution’s condition
and has contributed meaningfully to the
board’s work. Has attended and actively
participated in  board and committee
meetings, requested and. reviewed meeting
materials, asked questions, and requested_
explanat1ons

6. Acted judiciously; before decrdlng on any'
matter brought before the board of directors,
has thoroughly evaluated the issues, asked

questions and sought c]ariﬁ_catibns when

SELF-ASSESSMENTBOARD OF DIRECTORS 2015




COMPLIANCE AREA

Committee Roles, Duties and Responsibilities RATING | EXPLANATION/REASON/
: ' INCOMPETENCIES

necessary

7. Contributed significantly to the decision-
making process of the Board .

8. Exercised independent judgment;  has
reviewed each problemy/situation
objectively. In cases of disagreements with
others, had carefully evaluated the situation
and stated his position for the benefit of the
institution :

9. With sufficient working knowiedge of the
statutory  and regulatory - requirements
affecting the institution, including the content
of its articles of incorporation and by-laws, the
requirements of the Bangko Sentral ng
Pilipinas, and where applicable, the
requirements of other regulatory agencies

10. Has kept himself informed of the industry
developments and business trends in order to
safeguard the institution’s competitiveness

11. Observed confidentiality - over non-public
information acquired by reason of the position’
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

Committee Roles, Duties and Responsibilities | - RATING EXPLANATION/REASON/
: y INCOMPETENCIES

1. Applied the fit and.proper standards in the
selection and appointment of key personnel
who 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 for 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

2 SELF-ASSESSMENTBOARD OF DIRECTORS 2015




Committee Roles, Duties and Responsibilities

COMPLIANCE AREA

RATING | EXPLANATION/REASON/
INCOMPETENCIES

effective  monitoring  of related party
transactions; provided policies that  will
prevent the use of the Bank's facilities in
furtherance of criminal and other iliegal
activities '

Established, approved and ensured
compliance with sound written policies, i.e.,
written policies were adopted on all major

business activities, e.g., investments, loans,

assets and liability management, business
planning and budgeting, including major
capital expenditures, through an independent
audit mechanism

Prescribed a  clear assignment  of
responsibilities and decision-making
authorities, incorporating a hierarchy of
required approvals from individuals to the
board of directors.

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

Monitored, assessed. and controlled - the
performance of management by means of a

reporting system that provided relevant and _

timely  information ~ for the effective
assessment of management performance

Assessed at least a_nnually'i_ts performance
and effectiveness as a body, as well as its
various committees and the CEQ

Approved and oversaw the implementation of
risk management policies; defined the Bank's
level of risk tolerance and approved and
oversaw of the implementation. of. policies and
procedures relating to the management of

risks throughout the institution, including its.

trust operations.

10. Defined appropriate governance policies and

practices for the Bank and for its own waork
and established means to ensure that 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

SELF-ASSESSMENTBOARD OF DIRECTORS 2015




Committee Roles, Duties and Responsibilities

COMPLIANCE AREA

RATING EXPLANATION/REASON/
INCOMPETENCIES -

external stakeholders .

11.

Effectively utilize the work condlcted 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, regulations and
best practices -

16. As the Board of the parent Bank, exercised |
over-all  responsibility for defining = an |
appropriate  governance framework that

contributed to the effective oversight over
entities in the group. '

SELF—ASSESSMENTBOARD OF DIRECTORS 2015




RATING FORM

The rating shall be one (1) to three (3), in accordance with the following criteria:

RATING ‘ DESCRIPTION
1.00 — 2.00 Failed to Meet Expectation
2.01-275 Met Expectations '
276 -3.00 Exceeded Expectations

EXECUTIVE COMMITTEE

Specific. Duties and Responsibilities of the Executive Committee

COMMITTEE ROLES, DUTIES AND COMPLIANCE AREA

RATING | EXPLANATION/REASON/
RESPONSIBILITIES INCOMPETENCIES

1. Conducted regular meetings of the
Committee

2. Reviewed, discussed, approved and
noted all malters of general palicy,
internal and/or reguiatory, periodically
referred to the committee

3. Evaluated and approved the
establishment  and/or - relocation of
business centers and all attendant
maiters relative to the retait banking
business

4. Discussed, reviewed, assessed,
monitored  and/or  approved  other
management matters involving treasury
and telemoney transactions, amendments |
to policy and product manuals, write-offs |
etc.

5. Discussed thoroughly Iloan matters
referred to the Committee for approval
andfor review and endorsement to the
Board

6. Reviewed on a regular basis the |
impairment of assets and loans to ensure
timely recognition and resolution as well
as to ensure adequate provisioning for
impairment of losses

7. Reviewed and approved new hires and/or
promotion of associates from managers
down

8. Acted diligently and conscientiously on all
matters delegated and entrusted by the
Board to the Committee for action,
monitoring, assessment and/or approval




Setting of
Commitiee
Structure and
Operation

W~

.. size

Independence requirement
Qualifications, skills and
aftributes of members and
Chair

Financial knowledge of the
members

Succession plan for members
and Chair

Meetings {frequency, etc.})
Reporting o the Board and
issuance of certifications on
crifical compliance issues
Evaluations

Resources including acceass
to outside advirors

. Trgining and education

Oversight on
Financial
Reporting and
Disclosures

Extent of understanding of
the company’'s business and
industry in which it operates

Compliance with financial

reporling regulations
Recognition of :
management's responsibility
over financial statements
Appropriateneass of _
accounting policies adopted
by management
Reasonableness of estimates,
assumptions, and judgments -
used in the preparation of the
financial statements
Identification of material
errors and fraud, and
sufficiency of risk controls
Actions or measures in case
of finding error or fraud’in
financial reporting . .
Review of unusual or complex
transactions including all
relafted party transactions
Determination of impact of
new accounting standards
and interpretations -

. Assessment of financial

annual and interim reports as




to completeness , clarity,

i1,

12.

consistency and accuracy of
disclosures of material
information including on
subsequent events and
related party transactions
Review and-approval of
management representation
letter before submission to
external auditor
Communication of the
AudCom with legal counsel
covering litigation, claims,
contingencies or other
significant legal issues that
impact financial statements
Fair and balance review of
financial reports

. Assessment of

correspondence between
the company: and regulators
regarding financial statement
filings and disclosures.

13.
14
Oversight on 1.
Risk
Management
and Internal 2.
Controls
3.
4,
5.
é.
7.
8,

Obtaining management's
assurance on the state of
internal controls

Review of infernal quditor’s -
evaluation of internal controls
Evaluation of internal conirol
issues raised by external |
auditors .
Assessment of control
environmentincluding IT
systems and functions

Setting a framework for fraud
prevention and detection
inciuding whistie- blower
program

Deliberation on The findings
of weaknesses in controls cmd
reporfing process
Understanding and
assessrent of identified risks
Evaluation of sufficiency and
effectivenass of risk
mangagement processes and




9.

10.

Preparation and
implementation of a Business
Confinuity Plan

Promotion of risk awareness in
the crganization

Oversight on
Management
and Internal
Audit

Evcluation of compliance
with the Code of Conduct for
management
Communication with
management and internal
quditors .
Assessment of cdequacy of
resources and independence
of Internal Auditor
Qualifications of an In‘rernar

. Auditor

In-house or outsource ln’rernol
audit function

Compliance with
International Standards on
the Professional Practice of

_ Internal Auditing

Review and Approval of
internal audit annual plan
Extent and scope of internal
audit work:.

Reporting process

Oversight on
External Audit

Assessment of mdependence
and professional
qudlifications and
competence of external
auditor

Engagement and rotation
process of external auditor or
firm :
Review and approval of
scope of work and fees of
external quditor

-Assessment of non- c:udu’r

services

Understanding
disagreements between the
auditor and management
Actions on the. findings of
external auditor




 exipenlaAi

Management's competence

regarding financial reporting
responsibilities including -
aggressiveness and
reasonableness of decisions
Evaluation of performance of
external audit with auditing
standards

Compliance of external
duditor with Qudmng
standards

. Completeriess and timeliness

of communication with
external auditor as to aritical
policies, alternative
treatments, observations on
internal controls, audit
adjustments, independence,
limitations on audit work set
by the management, and
other material issues that
difect the audit and flncmcml
reporting.




ROC SELF-ASSESSMENT SCORECARD
Year 2014

Oversight Function
ICAAP
Risk vs Reward Strategy
Risk Profile & New Products
Group & Subsidiaries

Risk Management Framework

Risk Management Policy

Risk Limits

Risk Comptiance

Risk Delegation

Risk Forum

ROC. Overall Performance

CRISMS Performance

What did the ROC do well in 2014;

What could be dene better / Expectation for 2015;

What did CRISMS da well in 2014;

What could be done better / Expectation for 2015;




RATING FORM

The rating shall be one (1) to three (3}, in accordance with the following criteria:

RATING - DESCRIPTION
1.00 - 2.00 Failed to Meet Expectation-
201-275 Met Expectations
2.76 — 3.00 ‘Exceeded Expectations

CORPORATE GOVERNANCE COMMITTEE

Specific Duties and Responsibilities of the Corporate Governance Committee

Committee Roles, Duties and Responsibilities

COMPLIANCE AREA

RATING EXPLANATION/REASON/
INCOMPETENCIES

1. On oversight respansibility —

aj

Assisted the Board in the conduct of the annual
evaluation of the Chairperson, the CEQ, the Board and
its committees and executive management and seif-
evaluation of its performance

b)

Reviewed the performance of individual d:rectors to
ascertain whether said director is able to and has
adequaltely carried out his duties as a director

Monitored and reviewed compliance with corporate
governance through the submission of the Annual
Corporate Governance scorecard for banks and for

publicly listed companies/PSE - CG  Guidelines

Disclosure Template

Recommended continuing ~education for -directors,
assignment to board cormmittee, succession plan for
board members and senior . officers and their
remuneration

8)

Resolved disputes and/or settled conflicts or d|fferences

between the Bank and its stockholders, and the Bank ;.

and third parties, including regulatory authorities, if any

2.  On executive compensation and remuneration —

a)

Established formal and transparent  policies -and
procedures for developing a policy on.. execuiive
remuneration and for fixing the remuneration packages
of corporate officers. and .directors, and provided

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)

Designated amount of remuneration sufficient to attract

and retain directors and oﬁlcers needed 0o run the

company successfully

c}

Provided clear, concise and understandable disclosure
of executive compensation in annual reports -

d)

Reviewed and strengthened provisions - of exustlng _

policies on conflicts of-interest, -salaries  and benefits,
promation  and career advancement  directives,
compliance of personnel with all statutory requirements

etc.

that must be periodically met in their respective posts -

Ensured that all incoming offlcers have declared all'
their existing business interests or shareholdings that |

SELF-ASSESSMENT CDRPORATE GOVERNANCE COMMITTEE 2015




—

COMPLIANCE AREA

Committee Roles, Duties and Responsibilities - RATING EXPLANATION/REASON/
: INCOMPETENCIES

may direclly or indirectly conflict in the performance of
their duties once hired

On nomination to the Board of Directors —

a} Identified persons believed 1o be qualified to become
members of the board and/or board committeas

b) Reviewed and evaluated the qualifications of persons
nominated to the Board as well as those nominated to
other pasitigns requiring appointment by the Board

¢) Determined the optimum number of directorships of a
nominee for the Board '

-d)  Redefined the role, duties and responsibilities of the

CEQ in consultation with the executive or management
commitiees :

SELF-ASSESSMENT CORPORATE GOVERNANCE COMMITTEE 2015
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RATING FORM

The rating shall be one (1) to three (3), in accordance with the following criteria:

RATING DESCRIPTION
1.00 — 2.00 Failed to Meet Expectation
201 -275 . Met Expectations
2.76 —3.00 __Exceeded Expectations

PERSONNEL EVALUATION AND REVIEW COMMITTEE

Specific Duties and Responsibilities of the Personnel Evaluation and Review Committee

COMPLIANGE AREA

Committee Roles, Duties and Responsibilities RATING EXPLANATION/REASON/
: . INCOMPETENCIES

t. Reviewed, revised, affirmed, reversed or modified
any resolution arrived at or action taken by
management in connection with administrative
cases against erring employees

2. Reported to the Board of Directors actions taken
against erring employees

3. Advised management to take cerlain -corrective
and preventive measures for.the protection of
Bank’s interest

4. Directed the appr'opriate_department or unit of the
Bank to take the proper action(s} for the protection
of Bank’s interests whenever deemed necessary

5. Strictly observed due  process in all cases
involving employee discipline

6. Exercised such other powers and authorities as
the Board of directors may impose

1 SELF-ASSESSMENT PERC 2015




RATING FORM

The rating shall be one (1) to three (3), in accordance with the following criteria:

RATING DESCRIPTION
1.00 - 2.00 Failed to Meet Expectation
2.01-2.75 Met Expectations
2.76 —3.00 Exceeded Expectations

RELATED PARTY TRANSACTIONS COMMITTEE.

Specific Duties and Responsibilities of the RPT Committee

Committee Roles, Duties and Responsibilities

COMPLIANCE AREA

RATING | EXPLANATION/REASON/
' INCOMPETENCIES

1.

Evaluates material RPTs to ensure that
these are not undertaken on more favorable
economic terms (e.g. price, commissions,
interest rates, fees, tenor, collateral
requirement) to such related parties than
similar transactions with non-related parties
under similar circumstances and that no
corporate or business resources of the bank

are misappropriated or misapplied, and to

determine any potential reputational risk
issues that may arise as a resuit of or in
connection with the transaction

made, and/or information is provided to
reguiating and supervising authorities

relating to the bank’s RPT exposures, and | -

policies on conflicts of interest or potentla!
conflicts of interest

- Ensures that the appropriate disclosure is.|.

Ensure that approvals of the RPT
Committee, and transactions with related

parties, including write-off of exposures, are

subject to periodic independent review or
audit process by the Independent Audit
Group and Compliance Testing Department,

and the resulis reported to the RPT.

Committee for appropriate action




RATING FORM

The rating shall be one (1) to three (3), in accordance with the foliowing criteria:

RATING DESCRIPTION
1.00 - 2.00 Failed to Meet Expectation
2.01 =275 Met Expectations
2.76 —3.00 Exceeded Expectations

CHAIRMAN OF THE BOARD
Specific Duties and Responsibiiities of the Chairman of the Board

COMPLIANCE AREA
DUTIES AND RESPONSIBILITIES - RATING | EXPLANATION/REASON/

. : |~ INCOMPETENCIES
LEADERSHIP OF THE BOARD ‘ L |
1. Ensured the proper governance of the

Bank through the Board of Directors.

2. Provided leadership to the Board and

ensured that the Board functioned
efficiently and in a collegial manner.
MANAGEMENT, DEVELOPMENT .AND
EFFECTIVE PERFORMANCE OF THE

BOARD
3. Ensured the active participation and
sufficiently deep professional

involvement of all members of the Board
of Directors.

4. Ensured and actively solicited views and
opinions of other members of the Board
in the process of arriving at a decision.

5. Ensured that all members of the Board
were given sufficient information and
time to enable them to study carefully
and responsibly issues that came up to
the Board.

6. Allowed for, and encouraged, the

expression of independent views that

may be different from those proposed by
top management.

DIRECTION AND SUPERVISION OVER .

MEETINGS OF THE STOCKHOLDERS

AND MEMBERS OF THE BOARD ‘ ;
7. Decided on all matters to be included in
the agenda and presided at meetings of

I SELF-ASSESSMENT CHAIRPERSON 2015




DUTIES AND RESPONSIBILITIES

Directors.

the stockholers nd the Board of |

- COMPLIANCE AREA

'RATING

| EXPLANATION/REASON/

__INCOMPETENCIES

8. Ensured that meetings of the Board
were heid in accordance with the By-
laws and annuai schedule approved by
the Board or as the Chairman may
deem necessary.

9. Supervised the preparation of the
agenda of the meeting in coordination
with the Corporate Secretary, taking into

consideration the suggestions of the

CEOQO, Management and the directors.

LINK BETWEEN

MANAGEMENT ) ‘

10.Ensured and maintained quality and
timely lines of communication and flow
of information between the Board and
Management.

" BOARD  AND

11.Ensured that the Board has free access
to people who can answer their
guestions, preventing the need for back
channels.

SELF-ASSESSMENT CHAIRPERSON 2015




RIZAL COMIMERCIAL BANKING CORPORATION
CEO Assessment
For the Year 2015

FINANCIALS {30%)

RATING 5 4 3 2 1

- -4 R - k7- ithi
DESCRIPTION Rank 1-2 Rank 3 ank5-6 Rank7-8 Not within the

Ist Quartile 2nd Quartile 3rd Quartile 4th Quartile Top 8

X

1. Return on Equity {RoE)

2. Net Income Margin (NIM)

3. Gross Non-Performing Loan {NPL) - Consolidated

4. Net Non-Performing Loan {NPL) Ratio - Consolidated

5. Consolidated CASA Deposits % to Total Deposits

6. Cost to Income Ratio

RATING SCALE

RATING 5 4-4,99 3-3.99 2-2.99 1-1.99

DESCRIPTION Qutstanding VS Satisfactory Fair NI

STRATEGY FORMULATION and RELATIONS WITH THE BOARD (15%)

5 4 3 2 i

Cutstanding VS Satisfactory Fair NI

1. The CEO has developed sound strategic plans and
translated wark plans in line with the articulated visian and
mission, that resulted to winning 92 awards from 2010 to
2015 (15 awards for 2015),

2. The CEQ provided the Board with a balanced and
understandable account of the Bank's performance, financial
condition, results of aperation, and prospects on a regular
basis.

3. The CEO ensured that the business affairs of the Bank are
managed in a sound and prudent manner, and that
operational, financial, and internal controls are adeqguate and
effective to ensure reliability and integrity of financial and
operational information, effectiveness and efficiency of
aperations, and safeguarding of assets and compliance with
laws, rules, regulations, and contracts.

1of3




CEO ASSESSMENT FOR THE YEAR 2015

BUSINESS DEVELOPMENT (20%)

5

4

3

VS

Satisfactary

Fair

NI

1. Moody's upgraded twe notches in 2015 the long term and
short term deposit of the Bank to Baa3 / P-3, from Ba2 / NP.

Outstanding
5

2. Successful Bond issuance of US$320 Min.

3. Roll out of the Touch Q Project (Green project), enhancing
customer experience waiting time, and positioning the Bank
as a dynamic and technology-driven Bank.

4. CASA to Total Deposit has improved from 42% in 2007 to
65% in 2015 (2014; 62.2%; 2015: 65%).

5. NPL has been reduced to .79% in December 2015 from
5.3% in 2007

Branch ratio from 0.87% in 2007 to 2.71% as of June 2015
{400 new ATMs from 2014 to 2015).

increased number of customers from 2014 to 2015 by
400,000, bringing the total number of customers to 7.1
from 1M in 2007.

6. Increased presence of the Bank through increasing ATM to |

7. Capital Adequacy Ratio at 86%, remained above 10% as
required by BSP,

ORGANIZATIONAL AND PEOPLE LEADERSHIP EFFECTIVENESS (15%)

5

q

3

Quistanding

VS

Satisfactbry

Fair

NI

1. Supports and shows strong commitment to the continued
growth and development of the organization through
investments in peo'ple aiming at an attrition rate within
industry rate.

2. Succession Planning - For critical posts Division Heads and
up aiming at 65% with identified successars.

3. Has a high awareness of the risks of the bank and provides
direction and guides management on this. (ie He drives the
emphasis on cyber risk/cybercrime)

4. Head of Asian Bankers Association and Bankers
Association of the Philippines {2015) that maintained strong
relationships with local and international regulators.




CEOQ ASSESSMENT FOR THE YEAR 2015

REGULATORY OBLIGATIONS {10%)

5

a

3 2 1
- No majer findings. Minor findings,
- Some minor findings, [but w/oimpact on |Minor findings  |Major findings Major findings
but w/an UPGRADE in |Mgt rating (no w/ downgrade |w/o impacton  {w/Impact on
the Mgt rating in upgrade or in Mgt rating. | Mgt rating. Mgt rating.
CAMELS. downgrade)
1. Compliance with Regulatory Ohligations
SYSTEMS EFFICIENCY (10%)
5 4 3 2 1 .
Between {
59.959% 99.95% 99.50% 99.50% and Below 99.50%
. 299.89% \

1. Core Banking Systern (Finacle) Availability

OTHER REMARKS:
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