BDO UNIBANK, INC.

CORPORATE GOVERNANCE MANUAL

INTRODUCTION

As a publicly listed company, BDO believes that the key tg-t@nm sustainability and success largely
depends on having a good name and solid reputation in theetndaice. Thus, the business and
operations of the Bank will be conducted in accordance withritheigles and best practices of good
corporate governance.

BDO's corporate governance practices are anchored on our corewhlokguide us in our decisions,
interactions and relationships with our shareholders and sthlezholders. These are as follows:

« Commitment to Customers
We are committed to delivering products and services that suopstesner expectations in
value and every aspect of customer services, while remaining praddntrustworthy
stewards of their wealth.

« Commitment to a Dynamic and Efficient Organization
We are committed to creating an organization that is flexilelspands to change, and
encourages innovation and creativity. We are committed to theegmgoof continuous
improvement in everything we do.

« Commitment to Employees
We are committed to our employees’ growth and development amdliwmirture them in
an environment where excellence, integrity, teamwork, professonand performance are
valued above all else.

+ Commitment to Shareholders
We are committed to providing our shareholders with supegtarns over the long term.

The essential points of reference of this Manual are the pmscgrunciated in the SEC Code of
Corporate Governance (CCG) for Publicly-Listed Companies thadlatest Enhanced Corporate
Governance Guidelines for the Bangko Sentral ng Pilipin&sipervised Financial Institutions under
BSP Circular 969.

Through this manual, the Board aims to promote adherentigifgirengthen the Group’s commitment
to good corporate governance, and align our corporate govesyatem with the international practice
taking into account the continuous developments in nationalatsans.

The Board of Directors, management and staff hereby acknowleddeishéinual will be their guide
to principled actions and responsible conduct in fulfillihgir respective duties and responsibilities to
stockholders and other stakeholders which include, among othetemers, employees, suppliers,
financiers, government and community in which the Bank operétesManual, in conjunction with

1 SEC Memorandum Circular No. 19 based on the observaf the “comply or explain” principle aiming thustrate
clearly the way in which BDO incorporates the recoemdations of the Code. When a particular reconuaton is
not complied with, the underlying circumstances axplained so that shareholders and other stakedrslavould
understand the stance of the Bank and provisio&S#f Circular 747, 749, 757 and 871. The followsegtions of the
Manual detail our compliance with the principlesdacommendations of the Code and mandates of3keiiluding
our specific stance on recommendations that thekBayuld not be able to adopt at this time.
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the Bank’s Articles of Incorporation, By-Laws and the Terrh®eference of the respective Board
Committees, constitutes the governance framework of the Bank.

SECTION 1. THE BOARD’S GOVERNANCE RESPONSIBILITIES

BOARD GOVERNANCE FRAMEWORK

Board of Directors

1.

Mix. The Board shall be composed of qualified directors with anoappte mix of
competence, expertise and diverse skills to enable it to peitomoles and responsibilities
effectively. The stockholders of the Bank shall elect the mentifetise Board during the
annual meeting. (Recommendation 1.1, SEC CCG)

Composition. The Board of Directors of the Bank shall have eleven (11) mermbarposed
of executive and non-executive directors, the latter includingpieddent directors. The non-
executive directors shall constitute at least majority of the Btmapromote the independent
oversight of management by the board of directors, and wélbsh owners of at least (1)
share of the common stock of the bank (Article V, BDO By-$a&6 amended) complemented
and aided by four (4) advisers. (Recommendation 1.2, SE&) CC

Director Orientation and Continuing Education. All new directors joining the Board,
except those specifically exempted under BSP Circular 969, ar@ectdo undergo an
orientation program within 3 months from date of electipagpointment. This is intended to
familiarize the new directors on their statutory/fiduciary reled responsibilities in the Board
and Committees, the Bank’s strategic plans, enterprise riskgp gstructures, business
activities, compliance programs, Code of Conduct and BusingsssEPersonal Trading
Policy and Corporate Governance Manual. All directors are atsmieaged to participate in
continuing education programs at the Bank’s expense taamaa current and effective Board.
The orientation program for first time directors shall beafbleast 8 hours, while the annual
continuing training shall be at least for 4 hours. Th&ing programs should cover topics
relevant in carrying out their duties and responsibilitiedirestors. All members of the Board
of Directors are required to attend the annual corporate govermaimeg. (Recommendation
1.3, SEC CCQG)

Board Diversity. The Bank recognizes that diversity among its directorsfaglier critical
discussion and promote balanced decision by the Board byingfilthe differences in
perspectives of its directors. It views diversity at thar8devel which includes difference in
skills, experience, gender, sexual orientation, age, religauration, race, business and other
related expertise as an essential element in maintaining an effemsingefor strong corporate
governance.

The Board as a whole should possess all of the necessasy ekplerience and functional
expertise to oversee the strategic direction of the Bank. etarrdining the optimum
composition of the Board and in filling vacancies, the Normanat Committee will consider
all aspects of diversity in order to maintain an appropriatanioal of skills, background,
experience, and knowledge on the Board.

The Bank also recognizes the important role of women withogpipte and relevant skills and
experience that can contribute to the diversity of perspectivbe iBoard.
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The diversity representation of the Board will be part of #nnual performance and
effectiveness evaluation of the board and committees. The Cearfiaoaernance Committee
will include this in its report to the Board of the finasults of the annual performance
evaluation. (Recommendation 1.4, SEC CCG)

5. Independent Officers In performing its duties, the Board shall be assisted Bprporate
Secretary and a separate Compliance Officer with a rank of SenioPkéselent who are not
members of the Board. They should attend annually argpion corporate governance.
Members of the board of directors shall not be appointed gsofade Secretary or Chief
Compliance Officer.

Corporate Secretary. The Corporate Secretary is an officer of the Bank and shak-tipiao
citizen. He shall work and deal fairly and objectively with la#f tonstituencies of the Bank,
namely, the Board, management, stockholders and other stakehbldenust have the legal
skills of a chief legal officer, if he is not the general calinsle should also have adequate
administrative skills and the interpersonal skills of a humeapurces officer. He should also
possess adequate knowledge and work experience in banking aperaiihe duties and
responsibilities of the Corporate Secretary shall be the fwitpw

* Assists the Board and the Board committees in the condtieiomeetings, including
preparing annual schedule of Board and committee meetingharahhual board
calendar, and assisting the chairs of the Board and its comntdgtees agendas for
those meetings;

+ Safe keeps and preserves the integrity of the minutes of thengseetithe Board and
its committees, as well as other official records of the Bank;

» Keeps abreast on relevant laws, regulations, all governance issuagiesant
industry developments and operations of the corporationadvides the Board and
the Chairman on all relevant issues as they arise;

* Works fairly and objectively with the Board, management andkbtdders and
contributes to the flow of information between the Boardrandagement, the Board
and its committees and the Board and its stakeholders, inglsdareholders;

* Advises on the establishment of board committees and theis terreference;

+ Informs members of the Board, in accordance with the bg;lafithe agenda of their
meetings at least five working days in advance, and ensure$¢hateimbers have
before them accurate information that will enable them to arrivéedligent decisions
on matters that require their approval,

+ Attends all Board meetings, except when justifiable causes, sluttheas, death in
the immediate family and serious accidents, prevent him/herdmng so;

* Performs required administrative functions;

* Keeps custody of the Stock Certificate Book, Stock and TeaBsfok, the Corporate
Seal, and other records, papers and documents of the Bank;

* Prepares ballots for the annual election of directors, and keemlete and up-to-
date roll of the stockholders and their addresses;

*  Submits to the Securities and Exchange Commission at thefehd Bank’s fiscal
year an annual certification on the attendance of the directorsgdilmn Board
meetings

* Oversees the drafting of the by-laws or its amendments aodesthat they conform
with regulatory requirements; and

* Performs such other duties and responsibilities as mayhédedoby the SEC.
(Recommendation 1.5, SEC CCG)

+ Ensure that suitable equipment and facilities for an efficiedtsmeure conduct of
meeting by remote communication and the visual and audio regerdie properly
safekept/stored (SEC Memorandum Circular No. 6, Series @)202
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Compliance Officer.Bank's Chief Compliance Officer (CCO) shall be appointed &Bthard
of Directors and shall be subject to the confirmation bySBE& Committee of the BSP. The
CCO of the Bank shall report functionally to the Audit Goittee, and administratively to the
Office of the President.

The Chief Compliance Officer shall have commensurate skills andrtesg to provide
appropriate guidance and direction to the bank on the develdgpimplementation and
maintenance of the compliance program.

The role of the Compliance Officer includes the following:

Ensures proper onboarding of new directors;

Monitors, reviews, evaluates and ensures the compliance by theiBaofkicers and
directors with the relevant laws, the SEC Code, rules andatems and all
governance issuance of regulatory agencies thru the implementétibe Bank's
compliance system and program in accordance with the requirenfetits BSP,
including but not limited to the identification and conti compliance risks,
prudential reporting obligations as well as compliance trajning

Reports the matter to Senior Management and the Board if sidasire found and
recommends the imposition of appropriate disciplinary action;

Ensures the integrity and accuracy of all documentary submigsregulators;
Collaborates with other departments to properly address @mplissues, which may
be subject to investigation;

Identifies possible areas of compliance issues and works tottardssolution of the
same;

Ensures the attendance of board members and key officers to tetairangs;

Tracks and evaluates all new regulations or amendments tongxiggulatory
issuances and disseminates these immediately to the implemanttagfor their
information and action.

Initiates requests for policy pronouncements or revisioesisure new regulations are
made part of the bank’s policies and procedures.

Provides guidance, advisories and training to employeesguoificant laws and
regulations.

Liaises with the regulatory authorities (i.e. BSP and S&(@ to appear before these
bodies upon summons to clarify matters related to the danggl system as well as
compliance with the provisions and requirements of the SRed@sed Code of
Corporate Governance as well as the Bank’s Corporate GovernanoalMan
Performs such other duties and responsibilities as maydxéded by the SEC.
(Recommendation 1.6, SEC CCG)

SECTION 2. ESTABLISHING CLEAR ROLES AND RESPONSIBI LITIES OF

THE BOARD

DUTIES, FUNCTIONS & RESPONSIBILITIES OF THE BOARD

Fiduciary Duty. The Board acts on behalf of the Bank and as such, it isdresth the fiduciary duties
of loyalty and care for which Board members should act otlyaifiiormed basis, in good faith, with
due diligence, and in the best interest of the Bank and akhsblders. (Recommendation 2.1, SEC

CCG)

Key Functions. The Board shall fulfill certain functions, including thdléaing:
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« Review and guide corporate strategy, risk management policiesaedipres, annual
budgets and business plans, and monitor their implemamtati

« Set financial objectives, monitor implementation and corpot®pnance; and

« Approve the issuance of capital stocks, distribution ofidinds, strategic plans, major
capital expenditures, acquisitions, equity investments, fixedt®smergers, joint
ventures, divestments, and significant related party transacfi@asommendation
2.2, SEC CCG)

For the roles and responsibilities of the Chairperson coRenendation 2.3, please refer to Section 5.

Responsibilities. The Board is collectively responsible for the sustainable teng-shareholder value
of the institution, sustain its competitiveness, profligband industry leading position in a manner
consistent with its corporate objectives.

It leads in establishing the tone and practices of good @igpgovernance at the top. It sets the Group’s
corporate values and high ethical standards of business coodits¢lf and all members of the Group.
Through its oversight, monitoring and review functichg, Board ensures that the Group is being run
in a sound and prudent manner on a going concern basgentorfulfill its obligations to all majority
and minority shareholders while upholding and protectiegriterests of different constituencies. To
this end, the Board exercises the following responsibilities

1. Management Succession Planning. The Board, in coordination with the Corporate
Governance Committee, shall ensure that the Bank has in plaggpeopriate and updated
succession planning for key executives to address emergenoy @veéht of extraordinary
circumstances and ensure continuity of operations. (Recommengatid®EC CCG)

On the retirement age of directors, however, the Board recoghizéact that chronological

age is not the main factor in determining effectiveness ofiteetdr in discharging its duties
and responsibilities. Rather, the Board will lose valuabldavisfrom the senior directors. By
law, once directors are elected by shareholders, they could metriowed because of age.
Hence, the Board decided to hold in abeyance the implementétiom retirement age policy

for directors.

2. Remuneration and Other Incentives of Directors and Senior Managment. The levels of
remuneration of the Bank shall be sufficient to attract and reigiarienced and professional
directors and officers needed to run the Bank successftibybdard of directors shall approve
a remuneration and other incentives policy that is approprigte@msistent with the Bank's
operating and risk culture, long-term business and risk iég@pperformance, and control
environment. Said policy shall cover all employees and dhmeidesigned to encourage good
performance that supports the long-term interest of the Badkts stakeholders. It shall be
aligned with prudent risk taking and explicitly discourage estwesisk taking as defined by
internal policies. The Compensation Committee shall moaitdrreview the remuneration and
other incentives policy including plans, processes and o@tsoat least annually, to ensure
that it operates and achieves the objectives as intended. .

The Bank shall consider the following in the design of #muneration and other incentives
policy:

a. The remuneration and incentives package shall take into acheusinployee's position,
role, responsibilities and activities in the Bank. It shalbalonsider the risks that the employee
takes on behalf of the Bank. In this regard, it should bsitsento prospective risks and risk
outcomes that have been realized and considers the overall perfoohtre8ank.
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b. Remuneration and incentive pay-out schedule should biésetsthe time-horizon of risk.
The policy may include provisions that defer payment uiskl outcomes are better known or
provisions under which remuneration and incentives may heeedor reversed if new facts
emerge showing that the remuneration and incentives paid was basetroneous
assumptions, such as misreporting or if it is discovdratithe employee has failed to comply
with internal policies or legal requirements.

c. Remuneration of employees in risk control functions, (i¢ernal Audit, Compliance, and
Risk Management Functions) shall be based on the achievenmteirabbjectives and shall
be independent of the business lines which they oversee.

d. The remuneration and other incentives policy for diredbaild be consistent with the
long-term interest of the Bank, does not encourage excessivekialy, and is not in conflict
with the director’'s fiduciary responsibilities. It shale submitted for approval of the
stockholders.

The Bank's annual reports and information statements shaildech clear, concise and
understandable disclosure of all plan and non-plan compensatimded to, earned by, paid
to, or estimated to be paid to, directly or indirectly toirdlividuals serving as the CEO or
acting in a similar capacity during the last completed fiscal year the Bank’s four (4) most
highly compensated executive officers other than the CEO who seeving as executive
officers at the end of the last completed year. (RecommendaticBERX5CCG)

3. Selection, Nomination and Election of Board Members.The Nominations Committee is
tasked to undertake the process of identifying the qualifitsad directors aligned with the
company’s strategic direction evaluating the suitability of individual board member and
promoting diversity in the composition of the Board, @minations Committee should take
into account the relevant qualifications of every candidate nomirateelection such as
among others, physical/mental fithess, relevant educational @arfiesgonal background,
personal track record, experience/training, commitment to catgtilvillingness to serve and
interest to remain engaged and involved without undue peejtal race, gender, ethnic origin,
religion, age or sexual orientation. At least one of theen@wutive directors should have prior
working experience in the financial industry or a relevantriass group. For the reelection
of incumbent directors, the Nominations Committee shouttcaasider the results of the most
recent self-assessment of the Board and peer evaluation, direstterisiance record in
meetings, participation in Board activities and overall contivbuto the functioning of the
Board. A former partner or employee of the Bank’s current mate@uditing firm will not be
qualified for nomination as member of the Board. The Natiotns Committee will use to the
extent possible, external search firm or external data base&atirsglthe pool of candidates
for the members of the Board. Any stockholder, whether ibar minority has the right to
nominate candidates for seats in the Board of Directors wkgeps all the qualifications and
none of the disqualifications of Directors as prescribedarBéink’s By-Laws and the rules of
BSP and SEC. Election/appointment of directors shall beesutg the confirmation by the
Monetary Board. The process of nhominating a person to thetadliship position during the
Annual Stockholders’ Meeting is discussed in the Inforomatatement (SEC Form 20-1S)
filed and disclosed to the Securities and Exchange Commisasio sent to the shareholders
and/or posted on the website and the Philippine Stock BEgeh@he registration process to
participate and vote during the Annual Stockholders’ Meetingrasided in the Notice of
Annual Stockholders’ Meeting. Any succeeding resignatiorieraént, or replacement of
directors shall be reported to the appropriate department 8EBBewith twenty (20) banking
days after such resignation/retirement/replacement.
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Qualifications and Disqualifications of Directors. The qiedifions and disqualifications,
whether permanent or temporary, of directors are enumerafddNEX A hereof.

Aside from the qualifications required by relevant regulatiardirector must:
a. Have a practical understanding of the business of the Bank; and,
b. As applicable, be a member of good standing in the relemndosiry, business, or
professional organizations.

4. Related Party Transactions

The Bank has established policies and procedures on relatedraasctions. These include
definition of related parties, coverage of RPT policy, guiddlin ensuring arm’s-length terms,
identification and prevention or management potential or actudliate of interest which
arise, adoption of materiality thresholds, internal lifotsndividual and aggregate exposures,
whistle- blowing mechanisms, and restitution of lossesather remedies for abusive RPTSs.
The RPT Committee reviews and endorses to the Board forafupabval all material RPTs.

Related party transactions, whose value may exceed 10% of thés Batak assets, require
review of an external independent party to evaluate the fairhésderms and conditions and
approval of 2/3 vote of the Board, with at least a majaritthe independent directors voting
affirmatively. (SEC Memorandum Circular No. 4, Series df90

The Related Party Transactions policy applies to BDO Unibkmk, its subsidiaries and
affiliates, as applicable and intended to ensure that every retatgdrpnsaction is conducted
in a manner that will protect the Bank from conflict of intesekich may arise between the
Bank and its Related Parties; and proper review, approvalcaditii and disclosure of
transactions between the Bank and any of its related party/iegw@sed in compliance with

legal and regulatory requirements. The policy also requiresatmatmember of the RPT
Committee who has a potential interest in any related partyaittion shall abstain from the
discussion and endorsement of the related party transactionyaneeerber of the Board who
has an interest in the transaction must abstain from the deidreand approval of any related
party transaction.

Please refer toANNEX B for the Revised Related Party Transactions Policy.
(Recommendation 2.7, 5.6 and 8.5, SEC CCG)

5. Selection of Executive Management Team and Annual Performances&uation

It is the responsibility of the Board to approve the salactind appointment of a competent
executive management led by the President/CEO including the dieeaistrol functions i.e.
Chief Compliance Officer, Chief Risk Officer and Chief InterAalditor. Fit and proper
standards must be applied in the selection process of key sffindrdue consideration must
be given to their integrity, technical expertise and bankidgstry experience. The Board,
through the Corporate Governance Committee, shall under@lexdhuation of the Executive
Management team performance including the President/CEO bassthblished performance
management framework and standards that are consistent withrikis Btrategic objectives.
(Recommendation 2.8 and 2.9, SEC CCG)

Qualifications and Disqualifications of Officers. The quedifions and disqualifications,
whether permanent or temporary, of officers are enumerat®dNEX A hereof.

Persons Disqualified to Become Officers (BSP MORB Sedii8)
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a. The spouses or relatives within the second degree of consdynari affinity holding
officership positions across the following functional categgowithin a bank:

i. Decision making and senior management function, e.g. Presitaat
Executive Officer (CEO), Chief Operating Officer (COO), General
Manager, and Chief Financial Officer (CFO);

ii. Treasury function, e.qg., treasurer or treasury head;

iii. Recordkeeping and financial reporting functions, e.g , ctertrand
chief accountant

iv. Safekeeping of assets, e.g., chief cashier;

V. Risk management function, e.g. Chief Risk Officer;

Vi. Compliance function, e.g. Chief Compliance Officer; and
Vii. Internal audit function, e.g., Chief Audit Executive.
viii. The spouse or a relative within the second degree of consagarini

affinity of any person holding the position of manager, iegstor
accountant of a branch or branch-lite unit of a bank or thspective
equivalent positions is prohibited from holding or beampointed to
any of said positions in the same branch or branch-lite unit

b. Any appointive or elective official, whether full time or ptinhe, except in cases where
such service is incidental to the financial assistance provideithébygovernment or
government-owned or -controlled corporations (GOCCs) orcdmes allowed under
existing laws.

6. Internal Control and Risk Management

It is the responsibility of the Board to oversee that and@nd effective enterprise-wide risk
management framework and appropriate internal control systearia place to manage the
risks and to provide reasonable assurance against material misstate loss. It is also
responsible to review and approve the nature and extdm &by business risks that the Bank
is taking in pursuing its strategic objectives and progdiaersight over its risk management
policies and procedures, and approving the Internal Audit @h&Recommendation 2.10 and
2.11, SEC CCGQG)

7. Board Charter

The Charter of the Board of Directors (“Board Charter”) ofBDnibank, Inc. (“BDO") serves
as a guide to BDO's directors in the performance of theirtfoms. It clearly states the roles,
responsibilities, structure, and powers of the Board ofdbirs, subject to the provisions of
the Corporation Code of the Philippines, BDO’s Articlesnaforporation and By-Laws, other
applicable laws or regulations, corporate governance best practicpslaies of the Board.

The Revised Corporate Governance Manual of BDO already incorporajesat detail the
Board Charter. The Manual formally sets out and clearly spetifeesoles, responsibilities,
structure and powers of the Board, as well as embodies oteeamematters consistent with
and in the light of the SEC Code of Corporate Governandeublicly — Listed Companies.

The BDO Unibank Board of Directors acknowledges that thisudhas it incorporates the

Board Charter, is their over-all guide to principled actiorgsrasponsible conduct in carrying
out their fiduciary duties. (Recommendation 2.12, SEC CCG)
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DUTIES & RESPONSIBILITIES OF THE BOARD OF DIRECTORS

As a BSP-regulated financial institution, the followng are the specific duties and responsibilities
of the Board of Directors and specific duties of the Directorssamandated in BSP Circular 969:

SPECIFIC DUTIES AND RESPONSIBILITIES OF THE BOARDFIIRECTORS

The board of directors is primarily responsible for defjnihe Bank's vision and mission. It has the
fiduciary responsibility to the Bank and all its shareholdiectuding minority shareholders. It shall
approve and oversee the implementation of strategies to achieveaterpbjectives. It shall also
approve and oversee the implementation of the risk governance foaknemd the systems of checks
and balances. It shall establish a sound corporate governaneevtreknit shall approve the selection
of the CEO and key members of senior management and conirciofts and oversee their
performance.

a. The board of directors shall define the Bank's corporaterewdhd values. It shall establish a code
of conduct and ethical standards in the Bank and shall institlize a system that will allow
reporting of concerns or violations to an appropriate biwdiis regard, the board of directors shall:

(1) Approve a code of conduct or code of ethics, which shalligate acceptable and unacceptable
activities, transactions and behaviors that could result enpally result in conflict of interest,
personal gain at the expense of the Bank as well as the corregpdisttiplinary actions and
sanctions. The code of conduct shall explicitly provide tirattbrs, officers, and all personnel
are expected to conduct themselves ethically and perform theirifblskill, due care, and
diligence in addition to complying with laws, regulatioasd company policies.

(2) Consistently conduct the affairs of the Bank with a kighree of integrity and play a lead role in
establishing the Bank's corporate culture and values. The bbaitilectors shall establish,
actively promote, and communicate a culture of strong governatice Bank, through adopted
policies and displayed practices. The board of directors stmlt@that the CEO and executive
team champion the desired values and conduct, and that they fadalroatesequences if there
are persistent or high profile conduct and value breaches.

(3) Oversee the integrity, independence, and effectiveness ofsBaolicies and procedures for
whistleblowing. It shall allow employees to communicate, wiitotection from reprisal,
legitimate concerns about illegal, unethical or questionable pradticasly to the board of
directors or to any independent unit. Policies shall likeviie set on how such concerns shall be
investigated and addressed, for example, by an internal cfunicilon, an objective external
party, senior management and/or the board of directors itseslfiall prevent the use of the
facilities of the Bank in the furtherance of criminal and othegrbper or illegal activities, such
as but not limited to financial misreporting money lauimdgfraud, bribery or corruption.

b. The board of directors shall be responsible for appgoBiank's objectives and strategies and in
overseeing management's implementation thereof. In this repardoard of directors shall:

(1) Ensure that the Bank has beneficial influence on the ecobpiegntinuously providing services
and facilities which will be supportive of the national economy

(2) Approve the Bank's strategic objectives and business plaese shall take into account the
Bank's long-term financial interests, its level of risk tafme, and ability to manage risks
effectively. In this respect, the board of directors shall dstatd system for measuring
performance against plans.

BDO Corporate Governance Manual - 2020 9



(3) Actively engage in the affairs of the Bank and keep upmvéterial changes in the Bank's business
and regulatory environment as well as act in a timely manneotect the long term interests of
the Bank.

(4) Approve and oversee the implementation of policies gawgrmajor areas of the Bank's
operations. The board of directors shall regularly revieselpolicies, as well as evaluate control
functions (e.g., internal audit, risk management and compliamite)senior management to
determine areas for improvement as well as to promptly igearid address significant risks and
issues.

c. The board of directors shall be responsible for the afpeirt/selection of key members of senior
management and heads of control functions and for the apmioadound remuneration and other
incentives policy for personnel. In this regard, the bo&directors shall:

(1) Oversee selection of the CEO and other key personneidinglmembers of senior management
and heads of control functions based on the applicatidit afd proper standards. Integrity,
technical expertise, and experience in the Bank's business,ceithamt or planned, shall be the
key considerations in the selection process. Moreover sinceahtuist and a close working
relationship are important, the members of senior managenaighold the general operating
philosophy, vision and core values of the Bank.

(2) Approve and oversee the implementation of performancdastdsas well as remuneration and
other incentives policy. The policy should be consistdtii the long-term strategic objectives
and financial soundness of the Bank and should promote pgrémrmance, convey acceptable
risk-taking behavior, and reinforce the Bank's operating akcttilture.

(3) Oversee the performance of senior management and heads of ftotions:

(a) The board of directors shall regularly monitor and askegserformance of the management
team and heads of control functions based on approved perforstandards.

(b) The board of directors shall hold members of senior neenmeit accountable for their actions
and enumerate the possible consequences if those actions argmeat alith the board of
directors performance expectations. These expectations shall indlneleence to the Bank's
values, risk appetite and risk culture, under all circumstances.

(c) The board of directors shall regularly meet with senioragament to engage in discussions,
question, and critically review the reports and informatimvided by the latter.

(d) Non-executive board members shall meet regularly, otheilinhaeetings of the audit, risk
oversight, corporate governance, and related party transactionsttees, in the absence of
senior management, with the external auditor and heads oféheainudit, compliance and
risk management functions.

(4) Engage in succession planning for the CEO and otharatositions, as appropriate. In this
respect, the board of directors shall establish an effective simtgdanning program. The
program should include a system for identifying and devetppotential successors for the CEO
and other critical positions.

(5) Ensure that personnel's expertise and knowledge remeairamél The board of directors shall
provide its personnel with regular training opportuniisspart of a professional development
program to enhance their competencies and stay abreast of devepet@rant to their areas
of responsibility.
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(6) Ensure that employee pension funds are fully fundekleocorresponding liability appropriately
recognized in the books of the Bank at all times, and th&akactions involving the pension
fund are conducted at arm's length terms.

d. The board of directors shall be responsible for appgauia overseeing implementation of the Bank's
corporate governance framework. In this regard, the boardeuitalis shall:

(1) Define appropriate governance structure and practices fowitswork, and ensure that such
practices are followed and periodically reviewed:

(a) The board of directors shall structure itself in a wastuding in terms of size and frequency
of meetings, so as to promote efficiency, critical discussfdasues, and thorough review
of matters. The board of directors shall meet regularly tpgstp discharge its functions,
and likewise have discussions on values, conduct, and behaviors

(b) The board of directors shall create committees to increaseeffjcand allow deeper focus
in specific areas. The number and nature of board level commitbess depend on the size
of the Bank and the board of directors, the Bank's complekibperations, as well as the
board of directors, long-term strategies and risk tolerance.

(c) The board of directors shall regularly review the stmegtsize and composition of the board
of directors and board level committees with the end in viewhafing a balanced
membership. Towards this end, a system and proceduredioraéen of the structure, size
and composition of the board of directors and board-mimittees shall be adopted which
shall include, but not limited to, benchmark and peer granalysis. The results of
assessment shall form part of the ongoing improvement®fibthe board of directors.

(d) The board of directors shall adopt policies aimed atremgsthat the members of the board
of directors are able to commit to effectively discharge tresponsibilities, which shall
include policy on the number of directorship positions/andther internal/external
professional commitments that a director may have, commensuitathe responsibilities
placed on the director, as well as the nature, scale and comgiethig/ Bank's operations.

(e) The board of directors shall ensure that individual mesnifaihe board of directors and the
shareholders are accurately and timely informed of a comprehensivenderstandable
assessment of the Bank's performance, financial conditionjsknekposures. All members
of the board of directors shall have reasonable access to anypation about the Bank at
all times. The board of directors shall also ensure that adegndtappropriate information
flows internally and to the public.

(f) The board of directors shall assess at least annuallgifsrmance and effectiveness as a
body, as well as its various committees, the CEO, theithdiVdirectors, and the Bank itself,
which may be facilitated by the corporate governance commitedennal facilitators. This
exercise shall cover the assessment of the ongoing suitatbiBgch board member taking
into account his or her performance in the board of directar®eard-level committees.

(g9) The board of directors shall maintain appropriate rederds meeting minutes or summaries
of matters reviewed, recommendations made, decisions taken agtidg®pinions) of its
deliberations and decisions. The board of directors shalkalsare that independent views
in meetings of the board of directors shall be given fuls@@ration and all such meetings
shall be duly minuted.
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(2) Develop a remuneration and other incentives policy farctiirs that shall be submitted for
approval of the stockholders. The board of directors shalrertisat the policy is consistent with
the long-term interest of the Bank, does not encourage exees$i-taking, and is not in conflict
with the directors fiduciary responsibilities.

(3) Adopt a policy on retirement for directors and officais part of the succession plan, to promote
dynamism and avoid perpetuation in power.

(4) Conduct and maintain the affairs of the Bank within tupse of its authority as prescribed in its
charter and in existing laws, rules and regulations. It ingllire effective compliance with the
latter, which include prudential reporting obligations. Segisveaknesses in adhering to these
duties and responsibilities may be considered as unsafe sodnahpractice.

(5) Maintain, and periodically update, organizational ruleslatbss, or other similar documents
setting out its organization, rights, responsibilities keylactivities. The board of directors shall
ensure that the Bank's organizational structure facilitates effedégision making and good
governance. This includes clear definition and delineation eflittes of responsibility and
accountability.

(6) Oversee the development, approve, and monitor implementdimorporate governance policies.
The board of directors shall ensure that corporate governancdepodire followed and
periodically reviewed for ongoing improvement.

(7) Approve an overarching policy on the handling of RRITsnsure that there is effective
compliance with existing laws, rules and regulations atraél4, that these are conducted on an
arm's length basis, and that no stakeholder is unduly distabed. In this regard:

(@) The board of directors shall approve all material RPTsetlibat cross the materiality
threshold, and write-off of material exposures to relatedgsarand submit the same for
confirmation by majority vote of the stockholders in thawal stockholders' meeting. Any
renewal or material changes in the terms and conditions of &Rillsalso be approved by
the board of directors. All final decisions of the boarddoectors on material RPTSs,
including important facts about the nature, terms, conditionginal and outstanding
individual and aggregate balances, justification and other detads would allow
stockholders to make informed judgment as to the reasonabt#ribegdransaction, must be
clearly disclosed during stockholders meetings and duly reflentthe minutes of board of
directors and stockholders' meetings.

(b) The board of directors shall delegate to appropriate manageommittee the approval of
RPTs that are below the materiality threshold, subject to roaation by the board of
directors. This shall, however, exclude DOSRI transactios¢chware required to be
approved by the board of directors. All decisions underdélegated authority must be
properly recorded in the minutes of the committee meetings.

(c) The board of directors shall establish an effective system to
(i) Determine, identify and monitor related parties and RPTS;

(i) Continuously review and evaluate existing relationshigisveen and among businesses
and counterparties; and

(i) 1dentify, measure, monitor and control risks argsiinom RPTs. The system should be
able to define related parties' extent of relationship wittBtnek; assess situations in
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which a nonrelated party (with whom the Bank has entered intmaresaction)
subsequently becomes a related party and vice versa; and generatatinfoon the
type and amount of exposures to a particular related party aichsystem will facilitate
submission of accurate reports to the regulatory supervisbessystem as well as the
overarching policies shall be subject to periodic assessmetiebpternal audit and
compliance functions and shall be updated regularly for themdsonplementation. The
overarching policy and the system shall be made available toathgkB Sentral and
audit functions for review. Any changes in the policies andguatures shall be approved
by the board of directors.

(d) The board of directors shall maintain adequate capital agskstssociated with exposures
to related parties. In this regard, material risks arisingy fRPTs shall be considered in the
capital planning process. The prescribed scenario/stress telgs the capital planning
process shall also capture RPTs in order to determine wheth&attk is well-insulated
from any going concern issue of related parties.

(e) The board of directors shall oversee the integrity, indepeed and effectiveness of the
policies and procedures for whistle blowing. The boawirefctors should ensure that senior
management addresses legitimate issues on RPT that are raidedaithef directors should
take responsibility for ensuring that staff who raise corscara protected from detrimental
treatment or reprisals.

(8) Define an appropriate corporate governance framework fop gtauctures, which shall facilitate
effective oversight over entities in the group. The boardrettbrs of the parent company shall
ensure consistent adoption of corporate governance policiessiathsyacross the group. In this
regard:

(a) The board of directors shall define and approve appropaaggrance policies, practices and
structure that will enable effective oversight of the entireigraéaking into account nature
and complexity of operations, size and the types of riskehiwh the Bank and its
subsidiaries are exposed, The board of directors shall #ddisgls means to ensure that such
policies, practices and systems remain appropriate in lighth@fgrowth, increased
complexity and geographical expansion of the group. Furtreall ensure that the policies
include the commitment from the entities in the group to mkkgbvernance requirements.

(b) The board of directors shall define the risk appetité®@igroup, which shall be linked to the
process of determining the adequacy of capital of the group.

(c) The board of directors shall ensure that adequate resourcesitakl@avor all the entities in
the group to effectively implement and meet the governance policasices and systems.

(d) The board of directors shall define and approve policies c@ar strategies for the
establishment of new structures.

(e) The board of directors shall understand the roles, théorelaips or interactions of each
entity in the group with one another and with the parent eampThe board of directors
shall understand the legal and operational implications ofitvep structure and how the
various types of risk exposures affect the group's capisél,profile and funding under
normal and contingent circumstances. The board of directorsesiwlte that the group's
corporate governance framework includes appropriate processes &otsdoridentify and
address potential intra-group conflicts of interest, sucthase arising from intra-group
transactions.
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(f) The board of directors shall develop sound and effectistess for generation and sharing
of information within the group, management of risks affiecéif’e supervision of the group.

(g9) The board of directors shall require the risk managememipl@nce function and internal
audit group to conduct a periodic formal review of theugrstructure, their controls and
activities to assess consistency with the board of directpreegd policies, practices and
strategies and to require said groups to report the sedulheir assessment directly to the
board of directors.

In cases where the Bank is a subsidiary/affiliate of a non-Baisgatral regulated parent
company:

(@) The board of directors shall define and approve policies cear strategies for the
establishment of new structures (e.g., subsidiaries/affilibtthe Bank). The board of
directors shall also report to the Bangko Sentral any plerette additional group structures.

(b) The board of directors shall understand the roles,aedtips or interactions of each entity
in the group with one another and with the parent compBmg.board of directors shall
understand the legal and operational implications of the gswupture and how the various
types of risk exposures affect the Bank's capital, risk prafild funding under normal and
contingent circumstances.

e. The board of directors shall be responsible for apprdBank's risk governance framework and
overseeing management's implementation thereof, In this repardoard of directors shall:

(1) Define the Bank's risk appetite. In setting the righke#ipe, the board of directors shall take into
account the business environment, regulatory landscape, andrtks Bng term interests and
ability to manage risk.

(2) Approve and oversee adherence to the risk appetite stateme)t (RRR policy, and risk limits.

(3) Oversee the development of, approve, and oversee the im@#iorent policies and procedures
relating to the management of risks throughout the Bank.

(4) Define organizational responsibilities following theethirlines of defense framework. The
business line functions will represent the first line ofedeg, the risk management and
compliance functions for the second line of defense, and #mattaudit function for the third
line of defense. In this regard:

(a) The board of directors shall ensure that the risk managecaempliance and internal audit
functions have proper stature in the organization, have adetpfétnsl resources, and carry
out their responsibilities independently, objectively and affelst

(b) The board of directors shall ensure that non-executive lmoantbers meet regularly, with
the external auditor and heads of the internal audit, cang@i and risk management
functions other than in meetings of the audit and risksiglet committees, in the absence of
senior management.

f. The board of directors shall be responsible to approvewdee the implementation of the Bank’s
consumer protection policies, as well as the mechanisnstwezcompliance with said policies.
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SPECIFIC DUTIES AND RESPONSIBILITIES OF A DIRECTOR

The position of a director is a position of trust. Aegior assumes certain responsibilities to different
constituencies or stakeholders, i.e., the Bank itself,atkbblders, its depositors and other creditors,
its management and employees, the regulators, deposit insuteth@npublic at large. These
constituencies or stakeholders have the right to expechthaidtitution is being run in a prudent and
sound manner. The members of the board of directors shardsextheir "duty of care" and "duty of
loyalty" to the institution.

a. To remain fit and proper for the position for the daratf his term.

b. To conduct fair business transactions with the Bankaaddure that personal interest does not bias
board decisions,

c. To act honestly and in good faith, with loyalty andtlie best interest of the institution, its
stockholders, regardless of the amount of their stockhadiagd other stakeholders such as its
depositors, investors, borrowers, other clients and the gjgmdslic.

d. To devote time and attention necessary to properly dislizeg duties and responsibilities.

e. To act judiciously.

f. To contribute significantly to the decision-making proagsthe board.

g. To exercise independent judgment.

h. To have a working knowledge of the statutory and regylagmuirements affecting the institution,
including the content of its articles of incorporation agddws the requirements of the Bangko
Sentral and where applicable, the requirements of other reguiggengies.

i. To observe confidentiality.

The Bank shall furnish all of their first-time directorstiwia copy of the specific duties and

responsibilities of the board of directors and as an indalidirector prescribed under Subsections

X143.1 and X143.2, upon election. The Bank must keep @wdittification under oath of the directors

concerned that they have received copies of such specific dutiesspodsibilities and that they fully
understand and accept the same.

SECTION 3. ESTABLISHING BOARD COMMITTEES

BOARD COMMITTEES

The Board shall establish committees which it can delegatenitsidns but not its responsibilities.
These committees derive their authority from and report tirexthe Board. Their mandates and
scope of responsibilities are set forth in their respectivend@f Reference which are subject to
review and update annually or when there are significant changesinth The number and
membership composition of committees could be increased aasdect by the Board as it deems
appropriate and consistent with applicable laws or regulatipesifically on the majority
membership and chairmanship of independent directors inugadommittees. (Recommendation
3.1, SEC CCG)

In this regard, the board of directors shall:
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a. Approve, review, and update, at least annually or whenevemttees@gnificant changes therein, the
respective Terms of Reference of each committee or other doculmgrget out its mandate, scope
and working procedures. Said documents shall articulate lewammittee will report to the full
board of directors, what is expected of the committee membearteanre limits for serving on the
committee. The board of directors shall also consider occasaatibn of committee members and
chairs to avoid undue concentration of power and promote fiersipective.

b. Appoint members of the committees taking into accownbgtimal mix of skills and experience to
allow the board of directors, through the committees ty fuilderstand and objectively evaluate the
relevant issues. In order to promote objectivity, the boardirectors shall appoint independent
directors and non-executive members of the board of dirdottive greatest extent possible. Towards
this end, an independent director who is a member of any ittmenthat exercises executive or
management functions that can potentially impair such diredtatspendence cannot accept
membership in committees that perform independent oversigittél functions such as the Audit,
Risk Oversight and Corporate Governance, Related Party Tramsactommittees, without prior
approval of the Monetary Board.

c. Ensure that each committee shall maintain appropriate réecgdaninutes of meetings or summary
of matters reviewed and decisions taken) of their deliberatiodsdecisions. Such records shall
document the committee's fulfillment of its responsileifitiand facilitate the assessment of the
effective performance of its functions.

d. Constitute the following Board-level committees:

1. Executive Committee. The Executive Committee acts on behalf of the Board as the main
approving body for Bank exposures particularly approval/comtion of credit proposals,
investments, and disposal of acquired assets. The Executmmi@ee shall be composed of at
least five (5) members, three of whom must be Directorstancetnaining members may be from
senior management.

2. Audit Committee. The Audit Committee ensures the integrity of financial repgrénd provides
oversight of the internal and external audit functionss Weisted by the Board with the following
authority:

Internal Audit Division

a. It shall be responsible for organizing the Internal Auditifdn as well as appointing or
removing the head of Internal Audit and key internal auditors.

b. It shall perform oversight function over the Internal Auiitision.

c. It shall review the annual internal audit plan to ensure i$ocmity with the objectives of the
Bank. The plan shall include audit scope, resources and hoelgegsary and timetable for its
implementation.

d. It shall ensure that Internal Audit Division examines, eatlsl and improves the effectiveness
of risk management, internal control and governance procesgesafanization.

e. It shall review the internal audit reports, report majoreassto the Board and ensure that
management is taking corrective actions in a timely manner teessldveaknesses, non-
compliance with policies, laws and regulations and other isdaasfied by auditors.

f. It shall conduct discussions with management on the effectivarietbe internal control
system.

g. It shall ensure that the internal audit function maintainspgan @ommunication with senior
management, the Audit Committee, external auditors and supgraisihority.
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h. It shall report to the Board of Directors the annual perfoomaappraisal of the head of Internal
Audit and key audit officers.

i. It shall recommend for approval of the Board of Directorsrémeuneration of the head of
Internal Audit as well as the key audit officers.

External Audit

a. It shall recommend to the BOD the appointment, re-appoirtamedior change of external
auditor.

b. It shall review the Engagement Letter and discuss with thenaxtauditor the nature, scope
and expenses of the audit prior to the commencement of theasriit

c. It shall review the Management Letter submitted by the externditoauas well as
management’s response to the external auditor’'s findings asommeendations before
endorsing the same to the BOD for its approval.

d. It shall evaluate non-audit work if any is done by the esfeanditors and disallow it if it will
conflict with their duties as external auditors.

e. ltshall review the Management Representation Letter stating miuead's responsibility over
the financial statements and financial reporting process.

Operational, Financial, and Anti-Money Laundering Conpliance

a. It shall review and approve the annual plan of the CompliandeeOand Anti-Money
Laundering Unit.

b. It shall review the quarterly, half-year and annual financia¢stants before their submission
to the BOD.

c. It shall review the reports of BSP and other regulatodidsas well as notices on financial or
administrative penalties incurred due to delayed/non-submissioneous submission of
required regulatory reports.

The Committee shall be composed of at least three (3) memkées Bbard of Directors who are
all Independent Directors including the Chairman. Adviserg also be appointed to the Audit
Committee by the Board of Directors.

Audit Committee members shall preferably be with accountingitiagidor related financial
management expertise or experience commensurate with the size, congblegerations and risk
profile of the Bank. It shall have access to independent expeatssist them in carrying out its
responsibilities. The Chairman of the Committee may nthé€hairman of any other committee.

Membership exclusions apply to the Chief Executive OfficerefChinancial Officer and/or

Treasurer, or officers holding equivalent positions. (Reuendation 3.2, SEC CCG)
3. Compensation Committee. The Compensation Committee provides oversight on directors’
compensation and remuneration of senior management and otheerseynel, ensuring that
compensation scheme is consistent with the Bank’s culture eatdgst, effectively aligned with
prudent risk taking and commensurate with corporate and dudivperformance. It also ensures
consistency of the compensation policies and practices acrossadine. The Committee shall be
composed of three (3) members of the Board of Directors, ityafrwhom are independent
directors including its Chairman.

4. Corporate Governance Committee. The Corporate Governance Committee is primarily tasked
to assist the Board in formulating the policies and overgabimimplementation of the corporate
governance practices of the Bank as well as its subsidiaries diateatf Annually, it also conducts
the performance self-evaluation of the Board of Directorgoitsmittees, executive management
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and also peer evaluation of directors using the Revised Bodbitaxftors and Peer Evaluation
Survey forms. It also oversees the implementation of hecrs Orientation and Continuing
Education Policy. The Committee shall be composed of attleast (3) members of the Board of
Directors, all of whom shall be independent directors incudire Chairman. (Recommendation
3.3, SEC CCG)

5. Nominations Committee. The Nomination Committee leads the process for identifyingraaices
recommendations to the Board on, candidates for appointm®&ites$ors of the bank as well as
those other positions requiring appointment by the BofRirectors, giving full consideration to
succession planning and the leadership needs of the Graugrtipular, this process includes the
profiling of the skills and competencies of the currently isgndirectors, the gaps in skills and
competencies identified and the search for candidates who are alighgédenBank’s directions
to fill the gaps. It also makes recommendations to the Bwate composition and chairmanship
of the various committees. It keeps under review the steyaire and composition of the Board,
including the balance of skills, knowledge and experience andntlependence of the non-
executive Directors, and makes recommendations to the Boardeg#ind to any changeshe
Committee shall be composed of three (3) members, all of wéy@mndependent directors
including the Chairman.

6. Risk Management Committee. The Risk Management Committee is responsible for the
development of the Bank’s risk policies, sets the risk ajgpait defines the appropriate strategies
for identifying, quantifying, managing and controllingkiexposures including preventing and/or
minimizing the impact of losses when they occur. It overfeesnplementation and review of the
risk management plan on an integrated enterprise-wide basiensgf limits of management’s
discretionary authority delegated by the Board and takes imreediatective actions when
breached. It is also responsible to reassess the continued relesamgeehensiveness and
effectiveness of the risk management plan and revise it when ndedentks with the Audit
Committee in certifying in the Annual Report the adequach®Bank’s internal control and risk
management systems. The Committee shall be composed of direa$8) members of the Board
of Directors, two (2) of whom are independent directockining the Chairman who shall possess
a range of expertise as well as adequate knowledge of the Baklexpissure. The Chairman of
the Committee may not be the Chairman of any other commiReeo(mnmendation 3.4, SEC CCG)

7. Trust Committee. The Trust Committee reviews and approves transactions betwesearnd/or
fiduciary accounts, to accept and close trust and other fiduciaryr@scand to approve the
investment, reinvestment and disposition of funds orgntgp It evaluates trust and other fiduciary
accounts at least once a year. In addition, it also reviews tisedrnd Investment Group’s overall
performance, profile of funds and accountabilities under itsagement, industry position, and the
risk management reports. It also approves offering of medugts and services, establishment and
renewal of lines and limits with financial institutions,dainvestment outlets and counterparties.
The Committee shall be composed of at least five (5) memipetading the President and the
Trust Officer. The remaining 3 members including the Cleasgn are non-executive directors or
independent directors who are both not members of the Sodiimittee.

8. Information Technology Steering Committee —The IT Steering Committee provides oversight
and governance over the Bank’s IT functions, including agtsosf information technology-
related policies and practices of the Bank and applicable giedelininforms the Board of both
internal and external IT-related developments and activities, poteimallenges and risks, progress
vs. strategic objectives. It approves and endorses to the Boasthted best practices, strategic
plans, policies and procedures. The Committee shall be compbaeteast three (3) members,
including a non-executive director, the President and the Hetheé 6T Group. The Chairman of
the Committee is the non-executive director.
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9. Related Party Transactions Committee-The Related Party Transactions Committee (RPTC)
assists the Board in its oversight of the conduct of alitRéIParty Transactions (RPTSs) to protect
the interests of the Bank and its stakeholders. It ensurpsrpisclosure of all approved RPTs in
accordance with applicable legal and regulatory requirements anch@tidn by majority vote on
the Annual Stockholders’ meeting the Bank’s significant traimactwith related parties. The
Committee shall be composed of at least 3 regular memberarefadl independent directors and
an Adviser. The Chairman of the Committee is one of the extigmt directors. (Recommendation
3.5, SEC CCG)

Committee Charters

Each Board Committee has its own Terms of Reference statimgrititution, purpose, scope of
authority, duties and responsibilities, membership, tetiorés, meetings, reporting process and
hierarchy, and disclosure. These are published in the Bank'siteiel{Recommendation 3.6, SEC
CCG)

SECTION 4. FOSTERING COMMITMENT

BOARD OPERATIONS

Board Meetings - Frequency.The Board will meet monthly (every last Saturday of thettnon
as scheduled) and will hold additional meetings as necessary.ukcbédegular board meetings
for the coming year is set in advance before the start of thealemdar year and published in the
Board Calendar of Activities for the information and guidamfcall directors and advisers.

1. Board and Committee Meetings — Attendance RequirementsAll directors are required to
attend in person at least 50% of both scheduled and specialgsesgftthe Board, the annual
stockholders meeting and the meetings of the Board Committe@sessribed in their
respective charters on which they serve.

The absence of a director in more than fifty percent (50%) oéglilar and special meetings
of the board of directors during his/her incumbency is airgidfor disqualification in the
succeeding election. All directors are expected to prepare dilidenthe meetings to evaluate
and add value to the items presented, actively participate amibateimeaningfully to the
discussions of the Board. In view of modern technolbgwever, attendance of at least 75%
at Board and committee meetings through video or teleconferenti@omanner that may be
allowed by the Bangko Sentral ng Pilipinas is required. attendance and participation of
members in committee meetings shall be considered in therassesd continuing fitness and
propriety of each director as member of board-level committeetharitbard of directors. An
independent director shall always be in attendance. Howeveab#eace of an independent
director may not affect the quorum requirements if he is dolyfied of the meeting but
deliberately and without justifiable cause fails to attend theingegRecommendation 4.1,
SEC CCG)

Consistent with SEC Memorandum Circular No. 06 (Serie®0@0), Directors who cannot
physically attend or vote at board meetings can participate atel thicough remote
communication such as videoconferencing, teleconferencing, or aiteenative modes of
communication that allow them reasonable opportunities tccjpate. However, directors or
trustees cannot attend or vote by proxy at board meetirgyfitector intends to participate in
a meeting through remote communication, he/she shall notifghiance the Presiding Officer
and the Corporate Secretary of his/her intention. The Catg&ecretary shall note such fact
in the Minutes of the meeting. The Office of the Corporate edaigr may issue internal
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procedures for the conduct of board meetings through remoimanication or alternative
modes of communication to address administrative, technicabgisti¢al issues.

2. Board Meetings — Notice, Agenda and Materials.

The Corporate Secretary shall send the notice of the meettidoioectors in accordance with
the manner of giving notice as provided in the bylaws otbbgrd resolution. Notice of
meetings may be sent to all directors through electronic ma#isaging service or such other
manner as may be provided in the bylaws of by board resol(the notice of meetings shall
include the following information:

a. The date, time, and place of the meeting;

b. The agenda of the meeting;

c. All pertinent materials for discussion which shall be nemat and marked in such manner
that the director can easily follow and participate in the meeting;

d. That a director may participate via remote communication;

e. Contact information of the Corporate Secretary or offieff sthom the director may
communicate;

f. When the meeting is for the election of directors or officére requirements and procedure
for nomination and election;

g. The fact that there will be a visual and/or audio recordirige meeting; and,

h. Other instructions to facilitate participation in the megthrough remote communications.

The agenda and information package for each board and committee rsbetildjbe sent to
each director in hard or electronic copy at least 5 businessrdagisance, whenever possible
and appropriate.

3. Directors’ access to Senior Officers and AdvisersGroup Heads will be invited to attend the
regular meetings of the Board. Other senior officers véllirvited to Board meetings to
provide inputs on specific board agenda items, as the need @hsebirectors have free and
unrestricted access to senior management and the Corporate Sec@ffarg’snay arrange
meetings with senior officers of the Bank, at the requestyofimactor. The Bank will continue
to engage advisers to the Board and its sub-Committegs\vm@ independent counsel and
resources as necessary.

4. Multiple Board Seats. Independent and Non- Executive Directors may concurrentlg serv
Boards of other publicly-listed corporations provided ill wot exceed a maximum of 5
companies including BDO Unibank and its listed subsidiafités limit does not apply to
Executive Directors. Provided further that the capacity of a diréctdevote quality time and
attention in performing his duties and responsibilitiesoiscompromised. He/She must notify
the Board before accepting a directorship in another company.rfiRezdation 4.2 and 4.3,
SEC CCG)

5. Confidentiality. It is important that directors respect the sensitivitynébrimation received
during their service as a director. As such, they are expectedintain confidentiality of this
information at all times.

SECTION 5. REINFORCING BOARD INDEPENDENCE

Independent Directors

An independent director is a person who, apart from shaiaefeldand fees receive from the
corporation, is independent of management and free from airyebssor other relationship which
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could, or could reasonably be perceived to materially interfetie thie exercise of independent
judgment in carrying out the responsibilities as a direttdependent directors must be elected bythe
shareholders present or entitled to vote in absentia dinengjection of directors. Independent directors
shall be subject to rules and regulations governing thealifigations, disqualifications, voting
requirements, duration of term and term limit, maximum lneinof board memberships and other
requirements that the Securities and Exchange Commission reticnbe to strengthen their
independence and align with international best practices. (S@&jdrevised Corporation Code)

The Bank shall have at least five (5) independent directors vehfvegr of material relations with the
management, controllers, or others that might reasonably be ecpecdhterfere with the independent
exercise of his/her best judgment for the exclusive interdbedBank to ensure its independence and
exercise unfettered judgment on all corporate matters. (RecommensldtiGEC CCG)

Nomination and Election of Independent Directors. Selection, nomination and election of
independent directors shall be done in accordandetigt standard election procedures of the Bank'’s
By-Laws. The independent directors will be cleadgritified together with the date of their first
election to the Board of Directors. He shall badassus.

An independent director shall be any person who:

a. is not or was not a director, officer or employdé¢he bank, its subsidiaries or affiliates
or related interests during the past three (3) yeawsnted from the date of his
election/appointment;

b. is not or was not a director, officer or employddh® Bank’s substantial stockholders
and their related companies during the past thregg@rs counted from the date of his
election/appointment;

c. is not an owner of more than two percent (2%) of thtstanding shares or a stockholder
with shares of stock sufficient to elect one seah@ltioard of directors of the institution,
or in any of its related companies or of its majoctyporate shareholders;

d. is not a close family member of any director, officelmcstockholder holding shares of
stock sufficient to elect one seat in the board obmek or any of its related companies;

e. is not acting as a nominee or representative of amgidir or substantial shareholder of
the bank, any of its related companies or any ofulbstantial shareholders; and

f. is not or was not retained as professional adviser, consutigent or counsel of the
institution, any of its related companies or any of itsstatial shareholders, either in his
personal capacity or through his firm during the past t8ggears counted from the date
of his election;

g. is independent of management and free from any busineskeasrretationship, has not
engaged and does not engage in any transaction with the iostdutvith any of its related
companies or with any of its substantial shareholders, whbthbimself or with other
persons or through a firm of which he is a partner or gpaomy of which he is a director
or substantial shareholder, other than transactions which ataated at arms length and
could not materially interfere with or influence the exerciski®judgment.

h. is not appointed in the Bank, its subsidiaries, affiliateselated interests as Chairman
“Emeritus”, “Ex-Officio”, Directors/Officers or Members of anydiisory Board, or
otherwise appointed in a capacity to assist the Board of Disecitine performance of its
duties and responsibilities during the past three (3) yeausted from the date of his
appointment;
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i. is not affiliated with any non-profit organization that reesisignificant funding from the
Bank or any of its related companies or substantial sharehcéaets

j- is not employed as an executive officer of another company whgrefahe covered
Bank’s executives serve as directors.

An independent director who is a member of any committeeetteatises executive or management
functions that can potentially impair such director’'s indepecelerannot accept membership in
committees that perform independent oversight/control furesach as the Audit, Risk Management
and Corporate Governance Committee, without prior approval thef Monetary Board.
(Recommendation 5.2, SEC CCG)

Tenure/Term Limits of Independent Directors. Elected members of the Board serve for a one-year
term and until their successors are elected. An independegtatiof the bank may only serve as
such for a total cumulative tenure of nine (9) yaakoned from January 1, 2012 after which, the
independent director shall be perpetually barreanfre-election as such in the Bank, but may
continue to qualify for nomination and re-electias a non-independent director. If there is no
suitable replacement, the Board may justify thent&e of independent directors after serving 9
years subject to the approval by the shareholdersngluhe Annual Shareholders’ Meeting.
(Recommendation 5.3, SEC CCG)

Separation of Roles and Functions

Board Chair and President/CEO.

The Board Chairperson and President/CEO collectively are rabfgorfier the leadership of the
company. The Chairperson’s primary responsibility is lEading the Board and ensuring its
effectiveness while the President/CEO is responsible formgrihe Bank’s business.

The positions of the Board Chairperson and the Bank deresCEO shall be held by different

individuals and their roles are separate and distinct from ebeh tot achieve a balance of authority,
clear accountability, and better capacity for independent decisioimgnak

Qualifications of the Chairperson of the Board of Directors

To promote checks and balances, the Chairperson of the Hodirg@aors shall be a non-executive
director or an independent director, and must not have sen@d@®f the Bank within the past three
(3) years,

The role of the Board Chairperson includes the following:

1. Provides leadership in the Board of Directors by enswgffagtive functioning of the Board,
including maintaining a relationship of trust with boaremtoers;

2. Ensures that the board takes an informed decision througlind slecision making process,
encourage and promote critical discussions, ensure disserding are expressed and fully
considered within the decision-making process;

3. Ensures that the meetings of the Board of Directors ardrhalttordance with the Bylaws of
the Bank;

4. Ensures that the Board of Directors exercises strong oversigh the Bank’s business and

performance of senior management to minimize if not eliminateess¢hat may affect its
reputation in the market place;
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5. Makes certain that the meeting agenda focuses on strategic matteiding the overall risk
appetite of the Bank, considering the development in thedéssiand regulatory environments,
key governance concerns, and contentious issues that wilicgniy affect operations;

6. Guarantees that the Board receives accurate, timely, relevanhtfinisigoncise, and clear
information to enable it to make sound decisions;

7. Facilitates discussions on key issues by fostering anaeme@nt conducive for constructive
debate and leveraging on the skills and expertise of indivititectors;

8. Ensures that the Board sufficiently challenges and inquireseports submitted and
representations made by Management;

9. Assures availability of proper orientation for first-tindirectors and continuing training
opportunities for all directors; and

10. Makes sure that performance of the Board is evaluated at least oryemaraand
discussed/followed up on. (Recommendation 2.3, SEC CCG)
Chief Executive Officer (CEO)

The CEO shall be the overall-in-charge for the managemenedfubkiness and affairs of the Bank
governed by the strategic direction and risk appetite approvéideblyoard of directors. He shall be
primarily accountable to the board of directors in champgtive desired conduct and behavior,
implementing strategies, and in promoting the long-teter@st of the Bank.

In fulfilling his executive role, the President/CEO actshimitthe delegated authority vested to him by
the Board and has the following roles and responsibilaiemng others:

1. Determines the Bank’s strategic direction and formulates aniénnemts its strategic plan on
the direction of the business;

2. Communicates and implements the corporation’s vision,ionisgalues and overall strategy
and promotes any organization or stakeholder change in relatiba same;

3. Oversees the operations of the Bank and manages human and fireswtiates in accordance
with the strategic plan;

4. Builds the corporate culture and motivates the employees Bfaitie

5. Has a good working knowledge of the Bank’s industry miagket and keeps up-to-date with
its core business purpose;

6. Directs, evaluates and guides the work of the key officersedBémk;
7. Reports to the Board the monthly actual operating performanitee @ank versus approved
plans and directions and to the stockholders the state ofalfaihe bank for the preceding

year at the annual stockholders’ meeting;

8. In conjunction with the Board Chairperson, serves as a limk rapresents the Bank to
customers, regulators, shareholders, financial industry angetheral public; and
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9. Receives instructions from the Board and ensures full dangad. (Recommendation 5.4, SEC
CCG)

Lead Independent Director.
A Lead Independent Director shall be appointed by the BoarDimdctors from amongst the
independent directors to serve for 1 year or until replacgeimrm the following functions, among
others:

1. Serves as an intermediary between the Chairperson and the ototordiwhen necessary;

2. Leads the independent directors at board meetings in raisingsjaad pursuing matters

3. Convenes and chairs meetings of the non-executive directorsutvitih® presence of the
executive directors; and

4. Contributes to the performance evaluation of the Chairpeesorequired. (Recommendation
5.5, SEC CCG)

Duties and Responsibilities of Officers
a. To set the tone of good governance from the top.
b, To oversee the day-to-day management of the BSFI.

c. To ensure that duties are effectively delegated to the staff asthblish a management structure
that promotes accountability and transparency.

d. To promote and strengthen check and balances system iSfthe B
Executive Sessions of Non-Executive Directors.

The non-executive members of the Board will meet at least twygamor as needed in executive
session with the external auditor and heads of the internal @odipliance and risk management
functionsother than in meetings of the audit and risk oversight catemsi without the presence of
senior management. To be chaired by the Lead Independent Ditkes®,sessions will provide the
opportunity to discuss topics and issues related to indepérchecks and balances that the non-
executive directors may deem appropriate. The agenda of the rsegilinoge determined by the Lead
Independent Director in consultation with the other indeperal@hinon-executive directors. He will
communicate to the Board Chairperson, President and any odwirtige directors the results of the
discussions and consensus reached at the meetings. (RecommnehdatSEC CCG)

For Recommendation 5.6, please see subsection on Related Pasiclicans under Section 2 of this
Revised Corporate Governance Manual.

SECTION 6. ASSESSING BOARD PERFORMANCE

Board Effectiveness

The Board recognizes the importance and benefits of conductinglaseif-assessment to determine
its effectiveness. The Board, through the Corporate Govegn@ommittee, shall undertake the
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evaluation of its performance as a collective body, its Commiitedsding the performance of the
Chairperson to determine whether they are functioning effectipilgpint areas for improvement and
assess whether it possesses the right mix of backgrounderapétencies. The Committee shall report
the results of the self-assessment to the Board. Every taeg yhe assessment shall be supported by
an external facilitator. (Recommendation 6.1, SEC CCG)

In addition, the Director Peer Evaluation shall also be condactedilly. This is intended to encourage
improved performance and effectiveness of directors by idergifyieas that need improvement. Each
director is requested to rate his/her colleagues on the Boeng tie prescribed rating scale and
guestions. The Corporate Governance Committee shall repmihalsesults of the peer evaluation to
the Board.

The criteria for the self-assessment of the Board performancpegncvaluation have been in place
based on functions, roles and responsibilities providethénBoard and Committee Charters, and
published in the Bank’s website.

The Corporate Governance Committee shall report the overdlisresthe annual self-assessment of
the Board through the Annual Report.

(Recommendation 6.2, SEC CCG)

SECTION 7. STRENGTHENING BOARD ETHICS

High Ethical Standards in Doing Business

Our corporate governance practice adheres to five (5) basic prinoiplesegrity, transparency,
fairness, accountability and performance. It is the respatsitiithe Board including the officers and
staff to follow at all times the established governance polamnespractices as these are put in place to
protect the Bank’s reputation, assets and businesses. Thé&aimistitutionalized the highest ethical
standards through the strict implementation of the BDMé&imk Code of Conduct and Business Ethics
that addresses insider trading, dealing with external congtiesenpotential conflicts of interest,
confidentiality and information security, protection and pragse of corporate assets and responsibility
to report in case of violations. The Code outlines tivecimles and policies that govern the activities
of the institution and sets forth the rules of conduadunwork place and the standards of behavior of
its directors, officers and employees in their activities ardiogiship with external stakeholders. These
reflect the core values the institution subscribes to and pesm@ecommendation 7.1, SEC CCG)
The Office of the Human Resources and the Office of the Cag&ecretary shall be responsible to
disseminate the Code to all Directors, Officers and Stathfr information and proper guidance. It
should be posted in the Bank's website and intranet to be &tedssll covered individuals and
shallform part of the HR and compliance policies of the Bank. (Rewamdation 7.2, SEC CCG)

SECTION 8. ENHANCING COMPANY DISCLOSURE POLICIES A ND PROCEDURES

Adequate and Timely Information

The essence of good corporate governance is transparency. didecBmmits at all times to meet all
disclosure requirements particularly those involving mateniarination as mandated by regulators
within the prescribed period.

1. All material information, both financial and non-financial, abthe Bank that may adversely
affect its viability or the interests of the stockholders atitr stakeholders shall be publicly
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and timely disclosed such as, among others earnings resatésiahacquisition or disposition
of assets, off balance sheet transactions, related party transactomzany’s ownership
structure, beneficial ownership whether direct or indirect et 5% of the company shares
including that of the directors and senior officers, and émeuneration of members of the
Board and Management. (Recommendation 8.6, SEC CCG)

2. Information on BDO Group business structure includingsgliaries, joint ventures/special
purpose vehicles and the participation of significant sharetsldeectors and senior officers
will be provided and updated regularly in the corporate website

3. Biographical details on individual board members and kega#ito evaluate their experience
and qualifications, and assess any potential conflicts of inteeggnight affect their judgment.
(Recommendation 8.3, SEC CCG)

4. Audited financial statements will be released not later than 66 afigr the close of the
financial year together with a statement that management is rddpdosiits preparation and
fair presentation in accordance with the financial reporting stdadarthe Philippines for
banks.

5. All such information shall be disclosed through the appatgdisclosure mechanisms of the
Philippine Securities Exchange and submissions to the Sesuaitd Exchange Commission
for the interest of its stockholders and other stakeholders.

6. The Bank will not put up barriers or impediments that wpitevent stockholders from
communicating or consulting with one another on any isslated to the Bank.

The BDO Code of Conduct and Business Ethics provides cliesr oo disclosure of information and
strictly prohibits the unauthorized disclosure, use andipg®n of sensitive/confidential, non-public
information for personal gain and is considered illegal. (Rewendation 8.1, SEC CCG)

Personal Trading Policy

The purpose of this policy is to promote compliance wafihlicable securities laws and regulations by
BDO Unibank, Inc. and its subsidiaries in order to prarairness and preserve its good reputation in
the marketplace.

This policy is applicable to all directors, officers and empés of BDO Unibank, Inc. and its

subsidiaries who in the discharge of their duties, mayayaiass to material non-public, price-sensitive
information about BDO and non-BDO publicly-traded secutitiesloes not include BDO shares
granted/acquired through the Employee Stock Option Program.

Within three (3) trading days from booking date, officeithhe rank of Senior Vice President and up
are required by regulation to report any changes in benefisiaérship of BDO securities to the

Securities and Exchange Commission and Philippine Stock Egeh#iRecommendation 8.2, SEC
CCG)

Governance Policies, Programs and Procedures

The corporate governance system of BDO focuses on the objectiexonizing value creation on a

sustainable basis for the benefit of all stakeholders in a mémaieis supported by the right values,
culture and business conduct throughout the Group. rBumg this objective, BDO has continuously
evolved its corporate governance standards to include essentiahtdenh regulations, international

best practices and voluntary commitments.
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The Board has put in place the following governance policiesaffieh our deep commitment to a
high standard of corporate governance, among others. Thesgarited to regulators and posted in
the Bank’s website:

Revised Code of Conduct and Business Ethics
Related Party Transactions

Policy on Disclosure of Sensitive or Confidential Mattées Management (Whistle Blower
Policy)

4. Personal Trading Policy

5. Conflict of Interest Policy

6. Board Diversity Policy

7. Term Limit of Independent Directors

8

9.

1

wnh e

Dividend Policy
Policy and Data Relating to Health, Safety & Welfare of Employees
0. Directors Orientation and Continuing Education Policy

Governance programs and procedures implemented are as follows:

Bi-annual disclosure of conflicts of interest;

Annual Board Performance Self-Assessment

Group Corporate Governance Oversight of Subsidiaries

Executive Sessions of Independent and Non-Executive Direwiitins Chief Compliance
Officer, Chief Risk Officer, Chief Internal Auditor and Extat Auditor

Independent Directors Meeting with Executive Directors

Selection of Board members using? darty data bases and external search firms
(Recommendation 8.7, SEC CCG)

PR

oo

On the disclosure of the remuneration on an individuasidasBoard members and Executive Officers,

the Board has serious concerns given the possible adversaysissues and poaching of talents by

competitors in the industry. Hence, it has decided itvaitlbe to the best interest of the Bank to do so
at this time. It will disclose the remuneration figuresaoronsolidated basis only. (Recommendation
8.4, SEC CCG)

For Recommendation 8.5, please see subsection on Related radgclions under Section 2 of this
Revised Corporate Governance Manual.

SECTION 9. STRENGTHENING THE EXTERNAL AUDITOR’S IND EPENDENCE AND
IMPROVING AUDIT QUALITY

Audit Committee Oversight Function

The Audit Committee is responsible for making recommendstio the Board in relation to the
appointment, reappointment, removal and fees of the Extern@ioAbdsed on approved criteria such
as but not limited to technical and industry expertiselsskésources, reputation, and quality of service
delivery. The appointment, reappointment, removal and fédbeoExternal Auditor should be
approved by the Board and ratified by the Shareholders. Remiocabnge of the External Auditor
should be disclosed to regulators and the public thrdugiBank’'s website and proper disclosures.
(Recommendation 9.1, SEC CCG)

As part of its assurance process, the Audit Committe@islated to monitor the independence of the

External Auditor to ensure the true objectivity of the finahsiatements. All services provided by the
External Auditor are required to be approved by the Audih@dtee. Prior to the commencement of
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audit work, the Audit Committee should receive a written ecomtion from the External Auditor of its
independence and objectivity. The policy of rotating the leaghgement partner of the External
Auditor every 5 years should be strictly enforced. Any chand@DO Group’s External Auditor shall
require shareholders’ approval (SEC Memorandum Circulaf8BlcSeries of 2018). The Committee
is also responsible to review and monitor the ExternalitAds suitability and effectiveness on an
annual basis. (Recommendation 9.2, SEC CCG)

To avoid conflict of interest and impairment of independerte Audit Committee has in place the
lists of non-audit services which may not be providethieyExternal Auditor. (Recommendation 9.3,
SEC CCG)

SECTION 10. INCREASING FOCUS ON NON-FINANCIAL AND SUSTAINABILITY
REPORT REPORTING

The Bank shall release an annual sustainability report in acoardeith internationally recognized
frameworks and standards. It shall outline the Bank’s econemironmental, social, and governance
performance. The sustainability report shall be attached tortheahReport (SEC Form 17-A).

SECTION 11. PROMOTING A COMPREHENSIVE AND COST-EFFICIENT ACCESS TO
RELEVANT INFORMATION

Investor Relations is a key component of the Bank’s corpomtergance framework, promoting
transparency and active engagement with investors, analysts ratedjtagencies, and other external
stakeholders. The unit communicates the strategic directiorglaasadfinancial and operating results
of the Bank by means of media and analysts’ briefings; paatioipin investor conferences, roadshows,
conference calls and one-on-one meetings; and official disclogar®&SE EDGE, company website,
and through the media, if necessary or if applicable, to ensued/tand accurate dissemination of
public, material and relevant information. From time toetithhe Investor Relations Unit is joined by
other members of the Senior Management team in investor meatidgcorporate access activities in
order to impart more insights on BDO'’s operations.

The Investor Relations Unit also regularly conveys feedback iinwestors and analysts and prepares
shareholder and industry analysis reports to Senior Managjesnento the Board, for a better
appreciation of market sentiment towards the company as well@sviole updates on shareholder
developments and industry performance.

(Recommendation 11.1, SEC CCG)

SECTION 12. STRENGTHENING THE INTERNAL CONTROL SYS TEM AND
ENTERPRISE RISK MANAGEMENT FRAMEWORK

To ensure safe and sound operations, the Bank has in place aatadeyl effective internal control
system that provides reasonable assurance that it will novbesaty affected by any event that could
be reasonably foreseen as it strives to achieve its businestas.

The Bank prudently manages the risks associated with itsdsgsamd operations. It has in place an
enterprise risk management framework designed to enhance riskemsraghrough a holistic and
integrated framework so that all material risks faced by the Bamldentified, measured, evaluated,
mitigated, monitored and appropriately managed. (Recommend&ibnSEC CCG)
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Independent Audit Function

An effective and efficient internal audit function constitutesthird line of defense in the system of
internal control. As such, the Bank has in place an indepeaddiitfunction, through which the
Bank’s Board, Senior Management, and Stockholders may be gdowith reasonable assurance of
the efficacy of the risk management, control and governanceegses, in accordance with the
international internal audit principles and standards. Thetifins of Internal Audit are as follows,
among others:

1. Provides an independent risk-based assurance service to the BaditdCommittee and
Management, focusing on reviewing the effectiveness of the gowernamd control
processes in (1) promoting the right values and ethicen@)ring effective performance
management and accounting in the organization, (3) communicasikgand control
information, and (4) coordinating the activities and infation among the Board, external
and internal auditors, and Management;

2. Performs regular and special audit as contained in the annuapkudénd/or based on the
company’s risk assessment;

3. Performs consulting and advisory services related to govezreard control as appropriate
for the Bank;

4. Performs compliance audit of relevant laws, rules and regulatomgractual obligations
and other commitments, which could have a significant impatie@Bank;

5. Reviews, audits and assesses the efficiency and effectivenessraethalicontrol system
of all areas of the Bank;

6. Evaluates operations or programs to ascertain whether resudtsaistent with established
objectives and goals; and whether the operations or progranizeimg carried out as
planned;

7. Evaluates specific operations at the request of the Board or Eltaeat) as appropriate; and

8. Monitors and evaluates governance processes. (Recommendatic8HQ.2CG)

Role of Chief Internal Auditor

The Board shall appoint a qualified Chief Internal Auditocaory out the audit function, and shall
require the Chief Internal Auditor to report to the Audin@nittee that will allow the internal audit

function to fulfill its responsibilities without impeaiient. The following are the responsibilities of the
Chief Internal Auditor:

1. Periodically reviews the internal audit charter and presertdssigtior management and the
Board Audit Committee for approval,

2. Establishes a risk-based internal audit plan, includingipsliand procedures, to determine
the priorities of the internal audit activity, consistentwitie organizational goals;

3. Communicates the internal audit activity’s plans, resource mgamts and impact of
resource limitations, as well as significant interim changesetdor management and the
Audit Committee for review and approval;

4. Spearheads the performance of the internal audit activity toeeitsutds value to the Bank;

5. Reports periodically to the Audit Committee on the intemnadit activity’s performance
relative to its plan;

6. Presents findings and recommendations to the Audit Cosereihd gives advice to senior
management and the Board on how to improve internal processes;

7. Conducts independent assessment of adequacy and effectivenessagémmeamt and IT
control frameworks, risk management and governance processesuaitalbf the Bank
including subsidiaries and affiliates;
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8. Monitors the resolution of internal control weaknesses raiteidg the examination with the
end view of mitigating risks and strengthening the comtneironment; and

9. Certifies that the conduct of auditing activities is in accordawigh the International
Standards on the Professional Practice of Internal AuditRgcdmmendation 12.3, SEC
CCG)

Independent Risk Management Function

The Bank has in place a separate risk management function regpdosibverseeing risk-taking
activities across the Bank and subsidiaries. The function ed&diting a risk management strategy,
identifying and analyzing key risk exposures, evaluating arejoering each identified risk using
the predefined risk categories and parameters, establishsigragister, developing a risk mitigation
plan, communicating and reporting significant risk exposai@ading business risks, and monitoring
and evaluating the effectiveness of the Bank’s risk management ggece®kecommendation 12.4,
SEC CCG)

Role of the Chief Risk Officer

A Chief Risk Officer (“CRO") shall be appointed or replacethwirior approval from the Board of
Directors. It shall also ensure the independence of thel§yR@bviding direct access to the Board and
Risk Management Committee (RMC) without any impediment.

The Chief Risk Officer shall be independent from executive fomst business line responsibilities,
operations and revenue-generating functioifie CRO may report functionally to the RMC and
administratively to the President. The RMC shall review andoapphe performance of the CRO.

The functions of the CRO are as follows, among others:

1. Supervises the entire ERM process and spearheads the developnmementation,
maintenance and continuous improvement of ERM processes andeatdetion;

2. Communicates the top risks and the status of implementattiosk management strategies
and action plans to the Board Risk Oversight Committee;

3. Suggests ERM policies and related guidance, as may be needed;

4. Provides insights on the following:

« Risk management processes are performing as intended;

» Risk measures reported are continuously reviewed by riskmsviar effectiveness;
and

« Established risk policies and procedures are being compiiep w

5. Facilitates in the identification, measurement, monitoring, rigygpand control of credit
risks, market and liquidity risks and operational risks.

6. Monitors and assesses decisions to accept particular risksewlieese are consistent with
board approved policies on risk tolerance and the effectivenebg aorresponding risk
mitigation measures; and

7. Reports to senior management, Risk Management Committee aBdatteof Directors the
results of the assessment and monitoring of risk exposyf®scommendation 12.5, SEC
CCG)

Role of Corporate Governance Officer (CGO)
a. The functions of the CGO are as follows among others:

2. Assists the Corporate Governance Committee in ensuring cocgkéth regulatory and best
practice requirements in corporate governance;
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3. Performs oversight function of the Corporate Governance Ctiemmif parent bank to all
subsidiaries and affiliates;

4. Ensures that the meetings of the Corporate Governance Cemarié held in accordance with
the Terms of Reference;

5. Oversees the preparation of the agenda of the CG Committéagriaetoordination with the
Office of the Corporate Secretary;

6. Keeps the CG committee fully informed of any new regulatemetbpments and best practices
in corporate governance; and

7. Recommends the trainings and seminars for the continuing emucathe Board of Directors.

b. As adviser to the Corporate Governance Committee of BDOLBDO Private Bank and other
subsidiaries
1. Oversees the corporate governance activities of BDOLF/BDO PEriBaink and other

subsidiaries to ensure compliance with regulations and adighmith the Bank’s corporate
governance policies and practices;

Provides guidance and assistance to the Committee in cogpplyih new regulations and
mandates, replying to deficiencies noted during examinatiodssubmissions required yearly
to regulatory and rating bodies; and

Serves as a resource person in updating the Committee ofegeNations, trends in good
corporate governance and best practices that could be implemented.

SECTION 13. PROMOTING SHAREHOLDER RIGHTS

A. The Board of Directors shall be committed to respect th@nfimig rights of the stockholders:

1.

2.

Right to Nominate

Any stockholder, whether majority or minority has the righnominate candidates for seats in
the Board of Directors who possess all the qualificationsnané of the disqualifications of
Directors as prescribed in the Bank’s By-Laws and the rulB&SBfand SEC.

Voting Rights.

a. Shareholders shall have the right to participate and votéeinAtinual Stockholders
Meeting including the right to elect, remove and replace directotes on certain corporate
acts in accordance with the Corporation Code such as changeswdraemts to the
company’s By-Laws and Articles of Incorporation, lease, exchargesfer, mortgage,
pledge or other disposition of all or substantially allref corporate property and assets as
provided in the Corporation Code, issuance of additishates and appointment of the
external auditor.

b. Each outstanding share is entitled to one vote unless a predbaealis expressly denied
voting entitlement.

c. Cumulative voting shall be used in the election of directors.

d. A director shall not be removed without cause if it will demjnority shareholders
representation in the Board.
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e. The right to vote of stockholders may be exercised in pethamygh a proxy, or when
authorized in the bylaws, through remote communicatian absentia. The right to vote
of stockholders may be exercised also through remote communioainabsentiawhen
authorized by the majority of the board of directors, predjdhat the resolution shall only
be applicable for a particular meeting. In the election of direatmfficers, stockholders
may vote through remote communicatioriroabsentia notwithstanding the absence of a
provision in the bylaws of such corporations (SEC Memaran@ircular No. 06, Series
of 2020)

3. Power of Inspection
All shareholders shall be allowed to inspect corporate bookseaondds including minutes of
Board meetings and stock registries in accordance with the @tgroCode, and shall be
furnished with annual reports, financial statements, withosts or restrictions.

4. Right to Information

a. The shareholders shall be provided, upon request withnmatisn about the Bank’s
directors and officers, their holdings of the Bank’s shaned,dealings with the Bank.

b. The shareholders, including minority shareholders, shall hegess to any information
relating to matters for which the management is accountable.

c. The shareholders, including minority shareholders, shafjraeted the right to propose
items in the agenda of the meeting, provided the items ialeggitimate business purposes.

5. Right to Dividends
a. Shareholders shall have the right to receive dividends subjihe thscretion of the Board
of Directors as enunciated in the BDO Dividend Policy appriyetie Board of Directors
on December 6, 2014, as the same may be amended.

b. The Bank shall be compelled to declare dividends when its retaarethgs shall be in
excess of 100% of its paid-in capital except;

i. When the bank is prohibited by the BSP or under any loageagnt with any
financial institution or creditor to declare dividends withds consent and such
consent has not been secured.

ii. When such retention is clearly necessary under special circumstataiegghin the
Bank, such as a need for special reserves for possible comfiegen

iii. When justified by definite corporate expansion projects ogiams approved by the
Board.

6. Appraisal Right

The shareholders shall have appraisal right or the righsseidi and demand payment for the
fair value of their shares in the manner provided for underddeg?2 of the Corporation Code.
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a. In case any amendment to the articles of incorporation has tet eff changing or
restricting the rights of any stockholder or class of share$ authorizing preferences in
any respect superior to those of outstanding shares of asy clas

b. In case of the disposition of all or substantially allhef torporate property and assets as
provided for in the Corporation Code.

c. Incase of sale, lease, exchange, transfer, mortgage, pledge onetger or consolidation
or the extension or shortening the term of corporate existéReeommendation 13.1,
SEC CCG)

Annual and Special Stockholders’ Meeting

B. The Board of Directors shall be transparent and fair incthreduct of the annual and special
stockholders’ meetings.

1. The stockholders (both retail and institutional) shall beparaged to attend personally or by
proxy such meetings of the stockholders in a place easily #dedssall investors. The Office
of the Corporate Secretary will issue the Notice of the An8taikholders Meeting at least 28
business days before the meeting date which includes the tiwe, gnd proposed agenda
items together with a brief rationale for its inclusionutimail, facsimile transmission or
electronic mail and publication in newspapers of general circalptiblished in Metro Manila.

The notice of shall further be accompanied by other relevant matteh as the following:

a. When attendance, participation, and voting by remote commumicatim absentia,
are authorized, the requirements and procedures to be followerd avhtockholder
elects either option;

b. Manner of casting of votes and the period during which wtetmote communication
or in absentia will be accepted;

c. Contact information of the Corporate Secretary or office statim the stockholder
or member may notify about his or her option;

d. When the meeting is for the election of directors, the requirenaenl procedure for
nomination and election; and,

e. The fact that there will be visual and audio recording of the ing=e{for future
reference).

All pertinent materials for discussion shall be numberecaartted by the Corporate Secretary
in such manner that the stockholder or member participdimogigh remote communication
can easily follow and participate.

In case of postponement of stockholders’ regular meetinggemvriotice shall be sent to all
stockholders of record at least two (2) weeks prior to e of the meeting.

They shall be given the opportunity to ask and receive ansovéirsit questions relating to the
Bank. A summary of the questions asked and answers gilldmevincluded in the Minutes
of the Annual Stockholders Meeting and posted on the cogpuarbsite. (Recommendation
13.2, SEC CCQG)

When so provided in the bylaws or by majority of the bazfrdirectors, stockholders who
cannot physically attend at stockholders’ meetings may participatuch meetings through
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remote communications or other alternative modes of communicd8&C Memorandum
Circular No. 06, Series of 2020)

2. Accurate and timely information shall be made available to thelsdtidrs to enable them to
make sound judgment on all matters brought to their attefdioconsideration or approval
such as but not limited to the result of the votes takengltine most recent Annual or Special
Shareholders’ Meeting which shall be publicly available the wexking day. In addition, the
minutes thereof shall be posted in the Bank’s website wigh(§) business days from the end
of the meeting. (Recommendation 13.3, SEC CCG)

3. Therights of the stockholders shall be promoted and imyeeds to the exercise of those rights
shall be removed. An adequate avenue shall be provided forttidalders to seek timely
redress for breach of such rights. Specifically, the Bank higis place an Alternate Dispute
Resolution mechanism to resolve intra-corporate dispute amécable and effective manner.
Please refer tANNEX C for the policy. (Recommendation 13.4, SEC CCG)

4. Appropriate steps shall be taken to remove excessive or unngcessss and other
administrative impediments to the stockholders’ participatianeetings whether in person or

by proxy.

5. The introduction of additional, previously unannounced sténto the Notice of Annual
Stockholders’ Meeting or agenda of the Annual Stockholdéesting will not be allowed.

6. The services of an independent body will be engaged to ensureothmgt procedures and
standards are adhered to. Results of the vote for each aitemdwill be posted in the
corporate website not later than the next business day afi&ntiual Stockholders Meeting.

Shareholder Relations

The Board gives high priority to balanced, clear and transpeoemhunications with shareholders. It
has a dedicated Investor Relations Unit that has a comprehersiyarprthat articulates the Bank’s
strategic directions and manages relationships with invesitoaysts, credit rating agencies, and other
external stakeholders.

The Investor Relations Unit is also responsible for comgethe Bank’s financial performance and
disseminating information through various channels likee@mone meetings, investor conferences and
roadshows, conference calls, and official disclosures poste®@S$E EDGE and company website.
(Recommendation 13.5, SEC CCG)

SECTION 14. RESPECTING RIGHTS OF STAKEHOLDERS AND EFFECTIVE REDRESS
FOR VIOLATION OF STAKEHOLDER'’S RIGHTS

The Bank’s Stakeholders

Corporate Governance is about acceptance by management of eweibiglirights of shareholders and
respecting the interests of other stakeholders. In this dorttex Bank's stakeholders are the
shareholders, customers, employees, creditors, suppliersesgmoviders, counterparties, government,
regulators, competitors, and communities in which the Bawdtates. Our corporate governance
practice strives to harmonize their respective interests to peotooiperation between them and the
Bank in conducting its business affairs. (Recommendatidn $£C CCG)

Fair Treatment and Protection of Stakeholders
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The Bank respects the inherent rights and recognizes theofolasious stakeholders in accordance
with law. To this end, it has put in place various governgmaetices, policies and programs for the
protection of shareholders' rights and promotion for exagcithose rights in accordance with OECD
principles:

1. Shareholders

The Bank recognizes that all shareholders should be treated daullyequally whether they are

controlling or minority, local or foreign. To ensureghthe Amended By-Laws of the Bank provide
that all shares in each class should carry the same rights yrthamges in the voting rights to be
approved by them. The Bank accepts the votes cast by nomineesisiadians on behalf of the

beneficial owners as valid. Shareholders could exercise theirofigppraisal in case of amendment to
the Articles of Incorporation that has the effect of changingstricting their rights.

Policies and procedures have been put in place as well to pr&ectetests of minority shareholders
such as the Related Party Transactions Policy to manage potemtigts of interests arising from
related party transactions and the Personal Trading Policytbhibits insider trading. Please see
Section 13 for the rights of the shareholders.

2. Investors

BDO adopts a pro-active relationship with its stockhold@isugh Investor Relations’ comprehensive
engagement program. The Investor Relations Unit actively c@fiveglationships with current and
potential investors by joining conferences and roadshowbhe key global financial markets. The
Investor Relations Unit also conducts regular one-on-one mysetionference calls and briefings with
investors and analysts. Aside from meeting institutionatstors, the Bank also reaches out to retail
investors both in Metro Manila and provincial areas by padtirig in retail conferences and roadshows
organized by local brokers. The Bank has likewise joined alirtuvestor conferences catering to
American Depositary Receipts (ADR) investors. Relevant infoomatre also shared through official
disclosures posted via PSE EDGE and company website.

3. Customers

BDO is also committed to treat clients fairly. The minimuandard to ensure that clients are treated
fairly is the Regulations on Financial Consumer Protectionas established a Consumer Protection
Risk Management System to identify, measure. monitor, amdot@onsumer protection risks inherent
in its operations. Through the “We Find Ways” service mogrBDO is committed to meet clients’
needs by providing them with high quality customer serarwtrelevant products and services.

4. Creditors, Counterparties and Suppliers

The Bank is committed to meet its contractual obligations alittreditors and counterparties based on
the covenants agreed with them. In the conduct of its bugileadisgs, the Bank undertakes to honor
all binding trade-related agreements and conditions on the dfasidely accepted industry practices,
mutual understanding and cooperation with counterparties. Imdzewe with law, they will be given
priority in payment of the Bank's obligations in the mat course of business and in the event of
liquidation.

For suppliers, it has established appropriate policiesginatrn the vendor accreditation, selection,
bidding and approval processes.

5. Employees
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The Bank puts very high value to its human resources. Tloettse protection and well-being of the
employees, the Bank has implemented policies and programs teatlvevollowing areas:

a. Code of Conduct and Business Ethics

As a financial institution, BDO believes that practicing righmduct and ethical behavior inspires
and strengthens the confidence of all our stakeholders.

The Code outlines the principles and policies that govern tivitiastof the institution, sets forth
the rules of conduct in our work place and the standardshafvior of its directs, officers and
employees in their activities and relationship with externalestodders. These reflect the core
values the institution subscribes to and promotes.

The Code applies at all times to all members of the Boardre€fors and BDO Unibank Group

employees in their dealings with clients, suppliers, busipag®ers and service providers. It
covers the Bank's commitment to a gender friendly workplawesezn for occupational health,
safety and environment, transparency, integrity and accountabibimpliance with laws and

regulations, standards of behavior and personal conduct acsl @ftldoing business.

6. Business Competitors

The Bank is committed to treat business competitors fairtlyprofessionally in all dealings with them.
It will avoid making references or discussions that may heaueegative impact on the Bank's
competitors.

7. Government and Regulators

The Bank supports the compliance with the spirit, notthestetter, of the laws and regulations of the
jurisdictions it operates. All business deals and transactlwalsadhere to regulatory requirements and
applicable laws particularly on confidentiality of depositatadprivacy and protection, anti-money

laundering and other financial crimes, anti-corruption antebyi insider trading and consumer

protection. (Recommendation 14.2, SEC CCG)

Stakeholders’ Engagement

The Bank employs a multi-pronged communications strategyléwriny specific units to promote
transparency and actively engage with its various stakeholdergelaas increase awareness and
visibility about the Bank.

Communication with the core audience is handled by the folpviivestor Relations and Corporate
Planning (IR and Corplan) for institutional investorsalgsts, credit rating agencies, and other
external stakeholders; the Corporate Secretary’s office (Cor®ec)efail investors and other
shareholders; and both IR and CorSec for the Board memberSemdr Management. Also,
communications requiring media involvement are done in cotipmwith the Bank’s Corporate
Communications Group (MCG). (Recommendation 14.3, SEG)CC

SECTION 15. ENCOURAGING EMPLOYEES'’ PARTICIPATION

The Bank has established policies and programs for the befnibiet employees:

a. Health and Safety
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BDO is committed to maintain a positive, harmonious anéepsional work environment with
due importance accorded to occupational health and safety of theyesgphnd related external
constituencies.

b. Employee Welfare

BDO is committed to promote the physical, social and ment&beeig of its employees. It aims
to provide a workplace free from discrimination and all forofsphysical, sexual and
psychological abuse including harassment, bullying and idditiain. In terms of compensation,
the benefits program for the employees of the Bank and $atissis embodied in the Collective
Bargaining Agreement.

c. Training and Development

The Bank provides various in-house programs such as or@ngatgram for new hires, regular

training, job specific training courses, management and leagddrahiing programs to enhance

the knowledge, working skills and managerial ability okitsployees. The Bank allocates every
year a training budget for these developmental programs. (Rezwhation 15.1, SEC CCG)

Anti-Corruption Policy

The Bank strictly prohibits the solicitation and acceptancecthyror indirectly, of any gift (including
entertainment services or activities), gratuity, commissi@ngiform of payment from client, business
partners, suppliers and third party service providers irhange for any unnecessary favorable
treatment. (Recommendation 15.2, SEC CCG)

Whistle Blowing Policy

The policy covers the tipping off of any incident, situaticircumstance or problem involving fraud
and/or violation of policies for further investigation whimay result in or resulted in monetary loss
and/or negative impact to the image of the Bank.

Reporting may be done thru any available means such as tintited to SMS text (e.g. BDO Watch),
letter, email or phone call directly to the Office of the PexsidOP) or the appropriate Head of the
Unit concerned. For concerns directly involving the Presidéstreport should be addressed to the
Board of Directors thru the Office of the Chairperson. FBT Related concerns, the report should be
addressed to the Chairman, Related Party Transactions ComrfiRem@mmmendation 15.3, SEC CCG)

SECTION 16. ENCOURAGING SUSTAINABILITY AND SOCIAL R ESPONSIBILITY

Society, Community and the Environment
Recognizing its social development role, the Bank has instisdge-civic programs thru the BDO
Foundation, Inc. geared towards empowerment of marginalized coitiesu and promoting
environmental protection as a way of giving back particularipéocommunities in which we operate
and to the society in general through the active involvemehpariicipation of its employees.

1. Disaster Response Advocacy

The main focus is relief, rehabilitation and reconstructiodisaster hit areas.
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2. Environmental Initiatives

Among its environmental initiatives, the Bank has in place e@iab@nd Environmental
Management Systems Policy (SEMS) to ensure that environnagtalocial consciousness is
incorporated in the day-to-day operations of the Bank ferbinefit of all its stakeholders,
employees, and the community it operates.

Sustainability, climate change and wildlife protection

Equally important to the Bank is our commitment to enhanee sistainability of the
environment thru information, education and advocacies.

Please refer to the BDO Sustainability Report for more detailthe Bank's efforts on
sustainability, climate change, and wildlife protection. (Recendation 16.1, SEC CCG)

DISCLOSURE AND TRANPARENCY

COMMUNICATION PROCESS

1.

3.

This Manual shall be available for inspection by any stoaldrabf the Bank at all times. It
shall be submitted to the SEC and posted in the Bank'siteebs

The Board of Directors and management of the Bank shall ensuisgemination of this
Manual to all employees and related parties, and to likewise egmuwompliance in the
process.

This Manual shall be disseminated to all directors, offices @mployees of the Bank,
including subsidiaries and affiliates to ensure their awaremieise corporate governance
policies and practices of the Bank and to encourage them tdyctmapeto at all times.

MONITORING AND ASSESSMENT

1.

The Board of Directors shall designate the Chief CompliancedDdftif the Bank to establish
an evaluation system to determine and measure compliance wilfiathigal.

This Manual shall be subject to at least an annual reviewhdyCorporate Governance
Committee of the Board of Directors.
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ANNEX A

Qualifications and Disqualifications of Directorsand Officers
(BSP Manual of Regulations for Banks — Section 138)

Quialifications of Directors

He must be fit and proper for the position of a directordetermining whether a person is fit and
proper for the position of a director, the following mattenust be considered: integrity/probity,
physical/mental fitness; relevant education/financial literacwitrgi possession of competencies
relevant to the job, such as knowledge and experience, skijende and independence of mind; and
sufficiency of time to fully carry out responsibilities.

In assessing a director’s integrity/probity, consideratiail ©e given to the director's market
reputation, observed conduct and behavior, as well as higy abitiontinuously comply with company
policies and applicable laws and regulations, including marketiuzi rules, and the relevant
requirements and standards of any regulatory body, profes&iody, clearing house or exchange, or
government and any of its instrumentalities/agencies.

An elected director has the burden to prove that he possedesfatiegoing minimum qualifications
and none of the cases mentioned under Sec. 138 (Personsifiistjioebecome directors) as amended
by BSP Circular No. 1076.

A director shall submit to the Bangko Sentral the requiredfications and other documentary proof

of such qualifications using Appendix 101 as guide withianty (20) banking days from the date of

election. Non-submission of complete documentary requiremamtheir equivalent within the

prescribed period shall be construed as his failure to e$tdiiisqualifications for the position and
results in his removal from the board of directors.

The Bangko Sentral shall also consider its own records @nrdeting the qualifications of a director.
The members of the board of directors shall possess the iftgegialifications in addition to those
required or prescribed under R.A. No. 8791 and othercgipé laws and regulations.

Qualifications of Bank Officers

An officer must be fit and proper for the position hééing appointed to. In determining whether a
person is fit and proper for a particular position, thdofdahg matters must be considered:
integrity/probity, education/training, and possessionashetencies relevant to the function such as
knowledge and experience, skills and diligence.

In assessing an officer's integrity/probity, consideratiil e given to the office/s market reputation,
observed conduct and behavior, as well as his ability to eamtsly comply with company policies
and applicable laws and regulations, including market condws, raihd the relevant requirements and
standards of any regulatory body, professional body, cip&duse or exchange, or government and
any of its instrumentalities/agencies.

An appointed officer has the burden to prove that he pessedl the foregoing minimum qualifications
and none of the cases mentioned under Section 138. An offadesshmit to the Bangko Sentral the
required certifications and other documentary proof of suctifigatibns using Appendix 101 as guide
within twenty (20) banking days from the date of meetihthe board of directors in which the officer
is appointed/promoted. Non-submission of complete docunyergquirements within the prescribed
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period shall be construed as his/her failure to establigheiglialifications for the position and results
to his/her removal therefrom.

Appointment of Treasurer and heads of internal audit, riskagement and compliance functions
regardless of rank, and other officers with the rank of sesmierpresident and above shall be subject
to the confirmation by the Monetary Board or Supervision Bxamination Sector (SES) Committee
of the Bangko Sentral ng Pilipinas, as the case may be. Jareading resignation, retirement, or
replacement of officers as mentioned shall be reported to thepajepe department of the SES with
twenty (20) banking days after such resignation/retiremeratepient.

Per sons Disqualified to become Directors
A. Permanent Disqualification

a. Persons who have been convicted by final judgment or ordecdwurt, or competent administrative
body for offenses involving moral turpitude, fraud, estafabezzlement, extortion, counterfeiting,
forgery, bribery, false affirmation, perjury, malversatiomirglling, theft and other fraudulent acts,
violation of B.P. Blg. 22 (Anti-Bouncing Check Law), lation of R.A. No. 3019 (Anti-Graft and
Corrupt Practices Act), violation of R.A. No. 9150, as aneen@nti-Money Laundering Act), and
prohibited acts and transactions under Section 7 of R.A6KD3 (Code of Conduct and Ethical
Standards for Public Officials and Employees);

b. Persons who have been convicted by final judgment by & @oather tribunal for violation of
securities and banking laws, rules and regulations.

c. Persons who have been convicted by final judgment for tilegbagainst them for offenses under
R.A. No. 3591, as amended (PDIC Charter);

d. Persons who have been convicted by final judgment of a foowtfenses which involves moral
turpitude, or for offenses which they were sentenced to sderenaf imprisonment of more than
six (6) years or a violation of the Corporation Code comaahitvithin five (5) years prior to the date
of his election.

e. Persons who have been judicially declared with finality adviest, spendthrift or incapacitated to
contract.

f. Persons who were found to be culpable for the bank’'srd@sudetermined by the Monetary Board.

g. Persons found by the Monetary Board to be administratiredlle for violation of laws, rules and
regulations implemented by the Bangko Sentral, where a pefiadtsnoval from office is imposed,
and which resolution of the Monetary Board has become fimbéaecutory; and

h. Persons found liable by any government agency/corporatioluding government financial
institution, for violation of any law, rule or regulati involving dishonesty, misconduct, or any
other grave or less grave offense classified under the Revisethi&ttative Code or Civil Service
rules that adversely affects their fithess and propriety as aliséafficers, and which finding of
said government institution has become final and executory;

i.  Any person convicted by final judgment or order by a ceteqt judicial or administrative body
of any crime that [a] involves the purchase or sale of secudtiedefined in the Securities
Regulation Code (SRC), [b] arises out of the person’s anaksl underwriter, broker, dealer,
investment adviser, principal, distributor, mutual fund eleafutures commission merchant,
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commodity trading advisor, or floor broker, or [c] ariged of his fiduciary relationship with a
bank, quasi-bank, trust company, investment house or asilateafferson or any of them.

j- Any person who, by reason of misconduct, after hearmgpermanently enjoined by a final
judgment or order of the Securities and Exchange Commis&&C) or any court or
administrative body of competent jurisdiction from [a] actesgy underwriter, broker, dealer,
investment adviser, principal, distributor, mutual fund eleafutures commission merchant,
commodity trading advisor, or floor broker; [b] actingda®ctor or officer of a bank, quasi-bank,
trust company, investment house, or investment company; §@dgérg in or continuing any
conduct or practice in any of the above capacities mentioned an¢g]b] above, or willfully
violating the laws that govern securities and banking activities

The disqualification should also apply if (a) such persahe subject of an order of the SEC, BSP
or any court or administrative body denying, revokinguspending any registration, license or
permit issued to him under the Corporation Code, SecuRtggilations Code or any other law
administered by the SEC or BSP, or under any rule oraggnlissued by the Commission or
BSP, (b) such person has otherwise been restrained to engamyeaictivitiy involving securities
and banking; or (c) such person is the subject of an effectiee of a self-regulatory organization
suspending or expelling him from membership, participatipmssociation with a member or
participant of the organization;

k.  Any person who has been adjudged by final judgmentderwf the SEC, court or competent
administrative body to have willfully violated, or willfylaided, abetted, counseled, induced or
procured the violation of any provision of the CorporatiGode, SRC or any other law
administered by the SEC or the Bangko Sentral ng Piligid&#), or any of its implementing
rules, regulations or orders.

I.  Any person found guilty by final judgment or orddrabforeign court or equivalent financial
regulatory authority of acts, violations or misconduct kimio any of the acts, violations or
misconduct enumerated above.

m. Other grounds as the SEC may provide.

B. Temporary Disqualification.
The following are temporarily disqualified from holdingigedtor position in the Bank:

a. Persons who have shown unwillingness to settle timgindial obligations, as evidenced by, but
not limited to,
» the person has failed to satisfy any financial obligationttaatbeen adjudicated by a court;
« the person has filed for insolvency or suspension of patgribat adversely affects his/her
fitness and propriety as director or officer; or
* a person who is delinquent in the payment of: an obligatitim a bank where he/she is a
director or officer; or at least two (2) obligations wither banks/Fls.

b. Persons involved in the closure of banks pendingdlearance by the Monetary Board;
c. Persons confirmed by the Monetary Board to have committedmotsissions, which include
failure to observe/discharge their duties and responsibiitesscribed under existing regulations,

that: (i) caused undue injury or disadvantage to the bankidghrmanifest partiality, evident bad
faith or gross inexcusable negligence; (ii) caused or may dewseed material loss or damage to
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the bank, its depositors, creditors, investors, stockis]do the Bangko Sentral or to the public
in general; or (iii) exposed the safety, stability, liquidit solvency of the bank to abnormal risk
or danger;

d. Persons found to have been involved in any irregulaidtgtion which constitutes a just cause
for dismissal/termination as defined under the Labor CodéhefPhilippines, as amended,
regardless of any action taken by the bank;

e. Persons certified by, or in the official files of, forefgrancial regulatory authorities, financial
intelligence units, or similar agencies or authorities of gprecountries, as charged with
commission of, or having committed, irregularities orlations of any law, rule or regulation,
which may adversely affect the fitness and propriety of theopews the ability to effectively
discharge his/her duties;

f. Persons, other than those disqualified to become diséafficers), who after conduct of
investigation by domestic financial or commercial regulatoryaiites, financial intelligence
units, or similar agencies or authorities such as the SecaitteExchange Commission (SEC),
Anti-Money Laundering Council (AMLC), or the PhilipgnDeposit Insurance Corporation
(PDIC), have complaints filed against them by the aforecitéibaties/units/agencies pending
before a court of law or quasi-judicial body, or convictecdig court or quasi-judicial body but
whose conviction has not become final and executory, for @éeimsolving violation of laws,
rules and regulations, which may adversely affect the fithesprapdiety of the person or the
ability to effectively discharge his/her duties;

g. Persons with cases pending before a court or other trjlamiddose convicted by said court or
tribunal but whose conviction has not become final and executmrpffenses involving: (i)
dishonesty or breach of trust such as, but not limitedgtafa, embezzlement, extortion, forgery
malversation, swindling, theft, robbery, falsification, ey, violation of B.P. Blg. 22 (Anti-
Bouncing Check Law), violation of R.A. No. 3019 (A@raft and Corrupt Practices Act),
violation of R.A. No. 9160, as amended (Anti-Money LauimdpAct), and prohibited acts and
transactions under Section 7 of R.A. No. 6713 (Code ofiGatrand Ethical Standards for Public
Officials and Employees); or (ii) violation of securities doahking laws, rules and regulations;

h. Persons who have been convicted by a court for an offar@eiig moral turpitude, and persons
who have been sentenced to serve a term of imprisonment efthaor six (6) years for other
crimes but whose conviction has not yet become final and exegutory

i. Persons with pending cases for offenses under R.A. B81.,3s amended (PDIC Charter), or
those who have been convicted for said cases but whose camtiaioot yet become final and
executory;

J- Persons found by the Monetary Board to be adminisaigtiable for violation of laws, rules
and regulations implemented by the Bangko Sentral, where ayeha#tmoval from office is
imposed, and which resolution of the Monetary Board isappeal, unless execution or
enforcement thereof is restrained by the appellate court.

k. Persons against whom a formal charge has been filed caretiound liable by any government
agency/corporation, including government financial institytion violation of any law, rule or
regulation involving dishonesty, misconduct or any othraxg or less grave offense classified
under the Revised Administrative Code or Civil Service rulas adversely affects their fitness
and propriety as directors/officers, and which finding o gmivernment institution is on appeal,
unless execution or enforcement thereof is restrained by tleflaippcourt; and Persons found
by the Monetary Board to be administratively liable for violatof laws, rules and regulations
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implemented by the Bangko Sentral, where a penalty of suspdrmiooffice or fine is imposed,
unless the finding is on appeal and the execution of enford¢eimeneof is restrained by the
appellate court.

Persons found by the Monetary Board to be adirétively liable for violation of laws, rules and
regulations implemented by the Bangko Sentral, where a pafatyspension from office or
fine is imposed, unless the finding is on appeal and teeution of enforcement thereof is
restrained by the appellate court.

m. Dismissal or termination for cause as director of amjigylisted company, public company,
registered issuer of securities and holder of a secondarydidem®s the Commission. The
disqualification should be in effect until he has cleared hinfigati any involvement in the cause
that gave rise to his dismissal or termination;

n. If the beneficial equity ownership of an independemicthr in the corporation or its subsidiaries
and affiliates exceeds two percent (2%) of its subscribed cafwtl. The disqualification from
being elected as an independent director is lifted if the intéiter complied with; and

0. If any of the judgments or orders cited in theugds for permanent disqualification has not yet
become final.

Disqualifications of Bank Officers

a. The permanent disqualifications for Directors in items “a” tbdthd temporary disqualifications
in items “a” to “I” shall also apply to Bank Officers.
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ANNEX B

Policy on Related Party Transactions

l. Guidelines
1. Related Party’ shall refer to:

A. DOSRI
1. Directors of BDO Unibank, Inc., as defined in MORB Subsec. X141.1

2. Officers of BDO, as defined in MORB Subsec. X142.2

3. Stockholder® of BDO owning at least 1% of the bank's subscribed capital stock, singly or
collectively with: i) spouse and/or relatives within the first degree of consanguinity or affinity, or
relative by legal adoption; (ii) a partnership in which the stockholder and/or the spouse and/or any
of the aforementioned relatives is a general partner; and (iii) a corporation, association or firm
more than fifty percent (50%) of which is owned by the stockholder and/or his spouse and/or other

first degree relatives by consanguinity, affinity or legal adoption.
4. Related Interest which shall refer to any of the following:

4.1 Spouse or relative within the first degree of consanguinity or affinity, or relative by legal
adoption, of a director, officer or stockholder of BDO;

4.2 Partnership of which a director, officer, or stockholder of BDO or his spouse or relative within
the first degree of consanguinity or affinity, or relative by legal adoption, is a general partner;

4.3 Co-owner with the director, officer, stockholder or his spouse or relative within the first degree of
consanguinity or affinity, or relative by legal adoption, of the property or interest or right
mortgaged, pledged or assigned to secure the loans or other credit accommodations, except
when the mortgage, pledge or assignment covers only said co-owner's undivided interest;

4.4 Corporation, association or firm of which any or a group of directors, officers, stockholders of
BDO and/or their spouses or relatives within the first degree of consanguinity or affinity,
or relative by legal adoption, hold or own at least twenty percent (20%) of the subscribed capital
of such corporation, or of the equity of such association or firm;

4.5 Corporation, association or firm wholly or majority-owned or controlled by any related entity or a
group of related entities mentioned in items 4.2 and 4.4;

4.6 Corporation, association or firm which owns or controls directly or indirectly whether singly or as
part of a group of related interest at least twenty percent (20%) of the subscribed capital of a
substantial stockholder of BDO or which controls majority interest of BDO pursuant to MORB

Subsec. X303.1;

1 RELATED PARTIES (RP) refer to the following: DOSRI, Subsidiaries, Affiliates and Other Related Parties acting
for themselves, as representative or agent for others, or as guarantors, sureties, endorsers, mortgagors, pledgors,
assignors, or in any capacity in which (i) they become obligated or may become obligated to BDO to pay money or its
equivalent or by any means whatsoever or (ii) there is a transfer of resources, services or obligations between BDO and
the RP.

2 BDO officers seconded to subsidiaries shall be classified as Officer of both the main bank and the host subsidiary.
Checking with BDO-HR shall be required to confirm if an officer of a subsidiary is seconded.

3 Stockholder shall refer to any stockholder of record in the books of the bank, acting personally, or through an attorney-in-
fact; or any other person duly authorized by him or through a trustee designated pursuant to a proxy or voting trust or
other similar contracts. Stockholder shall also refer to a juridical person such as corporation, association or firm.
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4.7 Corporation, association or firm which has an existing management contract or any similar
arrangement with the parent corporation of BDO; and

4.8 Non-governmental organizations (NGOs)/foundations that are engaged in retail microfinance
operations which are incorporated by any of the stockholders and/or directors and/or officers of
BDO or any related bank.

B. Subsidiary* shall refer to a corporation or firm more than fifty percent (50%) of the outstanding voting
stock of which is directly or indirectly owned, controlled or held with power to vote by BDO.

C. Affliates? shall refer to an entity linked directly or indirectly to BDO by means of:

1. Ownership, control as defined under MORB Subsec. X146.1, or power to vote of at least twenty
percent (20%) of the outstanding voting stock of the borrowing entity/counterparty, or vice versa;

2. Interlocking directorship or officership, where the concerned director or officer owns; controls, as
defined under MORB Subsec. X146.1; or has the power to vote of at least twenty percent (20%) of the
outstanding voting stock of the borrowing entity/counterparty;

3. Common stockholders owning at least ten percent (10%) of the outstanding voting stock of BDO
and at least twenty percent (20%) of the outstanding voting stock of the borrowing entity/counterparty;

4. Management contract or any arrangement granting power to BDO to direct or cause the direction
of management and policies of the borrowing entity/counterparty; or

5. Permanent proxy or voting trusts in favor of BDO constituting at least twenty percent (20%) of the
outstanding voting stock of the borrowing entity/counterparty, or vice versa;

Note: In cases where the borrowing entity/counterparty is linked to the BDO both as DOSRI & as a
Subsidiary or Affiliate, the DOSRI rules shall apply.

D. Other Related Party® which shall refer to any of the following:
1. An entity linked directly or indirectly to BDO by means of:

a. Ownership, control or power to vote, of ten percent (10%) to less than twenty percent (20%) of
the outstanding voting stock of the borrowing entity/counterparty, or vice versa;

b. Interlocking directorship or officership, except in cases involving independent directors as defined
under existing regulations or directors holding nominal shares in the borrowing
corporation/counterparty;

c. Common stockholders owning at least ten percent (10%) of the outstanding voting stock of BDO,
and ten percent (10%) to less than twenty percent (20%) of the outstanding voting stock of the
borrowing entity/counterparty;

d. Permanent proxy or voting trusts in favor of BDO constituting ten percent (10%) to less than
twenty percent (20%) of the outstanding voting stock of the borrowing entity/counterparty;

4 As defined in Section 1 of BSP Circular No. 914, Series of 2016
5 As defined in Section 6 of BSP Circular No. 914, Series of 2016
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2. Second degree relatives by consanguinity (grandparents, grandchildren, brothers and sisters) or
affinity (grandparents-in-law, brothers-in-law and sisters-in-law), legitimate or common-law®,
of Directors and select Senior Officers of BDO (i.e., SVP or higher who has the ability to control
or to exercise significant influence on the outcome of the transaction’);

3. Directors, Officers® and Stockholders® (DOS) of the affiliated' companies of BDO; and

4. Spouse, and those relatives up to the second degree, by consanguinity (parents, children,
grandparents, grandchildren, brothers and sisters) or affinity (parents-in-law, children-in-law,
grandparents-in-law, grandchildren-in-law, brothers-in-law and sisters-in-law), legitimate or common-
law, of Directors, and Officers'" in affiliated” companies of BDO.

5. Persons/juridical entities that do not qualify as Other Related Party based on above definitions, but

which the business unit / delegated approver, with abundance of caution, opted to classify as such,
subject to the evaluation and approval of the Related Party Transactions Committee (RPTC).

2. The Bank shall maintain a central Related Party Database'? to be used as reference by business units.

3. Transactions of the Bank with a Related Party shall be allowed. However, business units shall ensure
that such transactions are conducted on an arm's length basis, or in the ordinary course of business.

4. Coverage of the Related Party Transactions (RPT) Policy

a. The policy on RPTs shall cover the following:

Credit Transactions Non-credit Transactions
1. Credit lines / facilities (on- and | 1. Services
off-balance sheet) - consulting, professional, agency & other service
arrangements / contracts

2. Write-off of related party - construction arrangements / contracts

transactions

2. Goods & Materials

3. Borrowing, commitments, fund - sale, purchase or supply of any goods or materials

transfers (representing

advances / loan 3. Lease arrangements / contracts (as Lessor or Lessee)

6 relatives arising from a relationship between a man and a woman who live exclusively with each other as husband and
without the benefit of marriage

7 Per BOD-approved guidelines dated June 25, 2016

8 “Officer of the affiliated company” shall refer to the President, Chief Executive Officer, Chief Financial Officer, or Treasurer
of an affiliated company.

9 “Stockholder of an affiliated company” shall refer to an individual stockholder of an affiliated company and/or his relatives

within the first degree of affinity or consanguinity holding more than 50% of the subscribed capital of the affiliated company.

10 Affiliated companies shall refer to the following: a. juridical/corporate Related Interests (RI); b. subsidiaries & affiliates of

BDO; c. any party that BDO exerts direct/indirect control over (as provided in item H.1.a.1 of the RP Checklist), or that exerts

direct/indirect control over BDO (as provided in item H.1.a.2 of the RP Checklist)

11 “Officer of the affiliated company” shall refer to the President, Chief Executive Officer, Chief Financial Officer, or Treasurer
of an affiliated company.

12 posted in the Compliance portal in Infocast via URL: http://bdoinfocast:8888/daisy/main/47239.html; For Officers, the Bank's
Employee Self-service shall be used as reference.
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accommodations),
guarantees and sureties 4. Assets

- purchases & sales of assets including transfer of
technology & intangible items (research &
development, trademarks & license agreements)

5. Investments
- investments and/or subscriptions for debt/equity
issuances not traded in an active market
- establishment of joint venture activities

6. Trading & derivative transactions not traded in an active
market

7. Guarantees, sureties and other grant of security interest
issued by a related party for any of the above
transactions

b. Transactions excluded from the materiality threshold & reporting requirements shall include, but not
limited to, the following:

1. deposit transactions

2. regular trade transactions involving purchases and sales of financial instruments traded in an
active market

3. those granted under BSP-approved fringe benefits program

4. credit card availments™

Business units shall be responsible for identifying other transactions which may be excluded from
the RPT approval & reporting requirements, providing justification, coordinating such with
Compliance, and securing the necessary approval from RPTC & BOD once clearance from
Compliance is obtained.

Note: Please refer to Annex 1 for the sample memo to RPTC & BOD.

c. Related Party Transactions (RPTs) shall include not only transactions which are entered into with
related parties, but also outstanding transactions which were entered into with an unrelated party
that subsequently became a related party.

Note: Please refer to item /1.9 for the detailed guidelines on handling changes in relationships.
5. The Related Party Transactions Committee or RPTC shall be primarily responsible for the assessment
of RPTs, and the regular reporting to the Board of Directors of the status and aggregate exposures
to related parties.

6. Review and Approval of Related Party Transactions (RPTs)

a. The following general approval matrix shall be observed to ensure the proper review and approval
of transactions between the Bank and a Related Party:

13 Approval & reporting requirements for RPT shall only apply if credit card line falls within/above the materiality threshold
established for credit transactions.
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DISPOSITION
] Approval /
Related I_’artm Related Transaction Approval | g0 cement Approval
Transactions Party Delegated
RPTC" BOD'

Authority'®

1. All transactions within /
above materiality threshold
(material RPTs), including
select aggregated non-ma-

terial non-credit RPTs All v v v
breaching materiality
threshold'”

2. Transactions below ma-
teriality threshold (non-ma-
terial RPTs) involving:

. . DOSRI,
- Credit transactions Subs v v
& Affiliates
- Write-off All v v
3. Non-material RPTs ex-
cept those cited in item 2 All v

above

Note: Above approval matrix shall also apply to updating of terms and conditions. Prior approval

shall be required for updating of terms & conditions of RPTs previously-approved by the RPTC & BOD,
and those which will result in breach of materiality threshold based on the bank’s aggregated
exposure to the borrower / counterparty. Please refer to Annex 2 for the specific approval matrix.

b. RPTs for review / approval shall be evaluated based on the following factors:

b.1. whether the terms of the transaction are fair or not more favorable than similar transactions

14 Existing DOSRI rules (such as but not limited to the following: BSP Circular No. 423 re Ceilings on Loans/Credit Accom-
modations to DOSRI; BSP Circular No. 560 re Ceilings on Loans/Credit Accommodations to Subsidiaries/Affiliates; BSP
Circular No. 737 re Real Estate and Chattel Transactions with DOSRI/Employees; BSP Circular No. 749 re Guidelines on
Corporate Governance) shall apply. Guarantees, sureties and other grant of security interest issued by a related party for
the covered transactions shall likewise be subject to the requirements of the policy.

15 based on the latest approval matrix

16 to be coursed thru the Office of the Corporate Secretary; existing procedures on the endorsement of transaction
for review & approval/confirmation to the designated reviewing committee / Board of Directors shall continue to be
observed.

17 applicable to sale of assets, sale/purchase of goods & materials, and leases; prior RPTC/BOD approval shall be required
if aggregated YTD RPT shall reach the PHP50M materiality threshold, or the PHP25M multiple limit thereafter (i.e.,
PHP75M, PHP100M, etc.)
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with non-related parties;
b.2. whether the outcome of the transaction would pose any potential reputational risk issues;

b.3. whether the transaction would present an improper conflict of interest for any director or senior
officer of the Bank;

b.4. the availability of other sources of comparable products or services;

b.5. the material facts of the proposed transaction, including its aggregate value vis-a-vis the
Bank's aggregate exposure limits

b.6. any other information (e.g., price discovery mechanism, etc.) deemed relevant to allow
determination if terms are comparable to those given to unrelated parties or reasonable under
the circumstances

c. To facilitate the approval and/or confirmation of RPTs, and the subsequent reporting of material
RPTs to BSP, the secretariat / designated personnel of the delegated approving authority shall
sort the approval media of proposed RPTs, and prepare the corresponding report (Exhibits 1-1D).

d. Any member of the reviewing committee / Board of Directors who has a potential interest in any
proposed RPT shall abstain from the discussion or deliberation.

7. Role of Business Units

To facilitate the proper evaluation of related party transactions (RPT), concerned business units shall
perform the following:

a. ldentification of a related party (RP) account, and determination of the appropriate RP
classification

b. Tagging of accounts with the appropriate RP code in the respective system or database (e.g.,
Consumer Loan Approval System (CLAS) for borrowing clients; applicable system / database for
suppliers/service providers, lessees, lessors, etc.), and in ICBS-CIF

Note: Business units which are non-CIF owners / without access to ICBS shall endorse the
account for tagging to the respective CIF owner'®. Endorsement shall be made via e-mail and
shall include the established RP classification of the account.

c. Obtaining data to show that terms and conditions granted to related borrower / counterparty are
not more favorable than similar transactions with non-related parties, or are comparable with
similar transactions of other banks/entities

d. Disclosure of the required data in the applicable transaction document (e.g., Credit Proposal,
Request for Booking, Purchase Order, etc.)

Please refer to Annex 3 for the Duties and Responsibilities of all concerned units on RPT
processing & reporting.

8. Guide in Determining a Related Party & Tagging of Accounts

18 CIF owner shall be determined based on the client's/counterparty's existing relationship with the bank.
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a. Business units shall make use of the applicable information sheet (e.g., Customer Information
Record / equivalent document & Related Party Questionnaire (Exhibit 3) for individual'®, General
Information Sheet for non-individual®) to determine whether a client / counterparty is a related

party.

b. To determine client's / counterparty's classification®’, business units shall be required to
accomplish & print the Related Party Checklist (Exhibit 2).

However, for counterparties initially identified as Director & spouse/relatives up to 1* degree
of Directors, Officer & spouse/relatives up to 1% degree of Officers, Stockholder (owning at
least 1%) or Subsidiary based on the accomplished / submitted information sheet, use of RP
Checklist shall no longer be required. Confirmation of RP classification shall be done as follows:

Identified RP Classification Reference

Director, Stockholder (owning at least 1%) or Sub- Related Party (RP) Database?®
sidiary, and spouse/relatives up to 1* degree of
Directors & Officers

Officer Employee Self-service (ESS)

Business units shall document verification made by affixing the following details in the
corresponding information sheet (i.e., RP Questionnaire for individual, & GIS for non-individual):

1. RP classification (i.e., Director, Officer, Stockholder, Subsidiary or Related Interest (for
spouse/relatives up to 1* degree of BDO Directors/Officers)

2. Date of verification

3. Signature of reviewing & approving personnel

c. Business units shall ensure that accounts identified and confirmed to be a related party are properly
tagged in the respective transaction system/database and in ICBS.

To determine if the client / counterparty has already been tagged in ICBS, business units shall
refer to the RP Database. Tagging of accounts in ICBS shall be done on the following instances:

1. if client's / counterparty's name is found in the database but without a Logical Branch Code
2. if client's / counterparty's name is found in the database but RP classification is incorrect /

not updated
3. if client's / counterparty's name is not found in the database

Notes:

- To facilitate updating of RP Database, both the newly-identified related parties and non-related
parties® shall be tagged in ICBS accordingly.

19 includes sole proprietorship, for RPT purposes

20 or the equivalent document for other type of entities

21 includes 'Non-Related Party'; please refer to BSD M 2016/0145 (re Updated RP Code Field in ICBS-CIF) for
the updated list of RP classification & respective codes

22 posted in the Compliance portal in Infocast via URL: http://bdoinfocast:8888/daisy/main/47239.html

23 to cover those accounts previously identified/tagged as RP but subsequently became a non-RP
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- Please refer to BSD M 2016/0145 (re Updated RP Code Field in ICBS-CIF) for the updated RP
codes.

- For names without indicated CIF owner / Logical Branch Code® & names not found in the
database, CIF owner shall be identified based on the client's / counterparty's existing relationship
with the bank, as disclosed in the Customer Information Record (CIR) or equivalent document.

- In exception cases where identified RPs do not have any transaction captured in ICBS (e.g., lessors
who may not be maintaining an account with the bank), business units shall request inclusion in the
RP Database by sending an e-mail to Compliance?®.

d. Details of verification against the RP Database, and subsequent tagging in ICBS or endorsement to
Compliance shall be recorded in the applicable information sheet (e.g., RP Questionnaire, GIS or RP
Checklist).

e. Concerned CIF owner and Compliance shall send an e-mail confirmation on successful tagging in
ICBS and inclusion in RP Database, respectively, to the requesting business unit within three (3)
banking days upon receipt of request.

f. Compliance Office shall be responsible for the periodic updating of the RP Database, as follows:

RP Classification Schedule of Updating

Directors, Stockholders & Subsidiary?®

Monthly or as necessar
Related Interests?, Affiliates® & Other Related Party® y y

Directors, Officers® & Stockholders®' of Select Affiliated*?
Companies Quarterly or as necessary

*The List of Select Senior Officers of BDO (SVPs & up with significant influence)® shall be updated
as necessary.

24 identified as RP based on available information with the Office of the Corporate Secretary

25 specific e-mail address to be announced by Compliance separately

26 data to be provided by the Office of the Corporate Secretary

27 via extract file from ICBS; for spouse / relatives of Directors & Officers up to 1% degree, source shall be the Office of the
Corporate Secretary (for Directors) and ESS (for Officers)

28 Compliance Office shall consolidate data from the Office of the Corporate Secretary and those extracted from ICBS,
prior to posting in the RP Database. The list is partial and non-exclusive in nature. Business units shall look at the
ownership structure of the concerned entity and conduct due diligence to determine if it is an affiliate of BDO as defined
in item I1.1.C.

29 Compliance Office shall consolidate data from the Office of the Corporate Secretary and those extracted from ICBS, prior

to posting in the RP Database.

30 “Officer of the affiliated company” shall refer to the President, Chief Executive Officer, Chief Financial Officer, or Trea-
surer of an affiliated company.

31 “Stockholder of an affiliated company” shall refer to an individual stockholder of an affiliated company and/or his relatives
within the first degree of affinity or consanguinity holding more than 50% of the subscribed capital of the affiliated com-
pany.

32 Affiliated companies shall refer to the following: a. juridical/corporate Related Interests (RI); b. subsidiaries & affiliates of
BDO; c. any party that BDO exerts direct/indirect control over (as provided in item H.1.a.1 of the RP Checklist), or that
exerts direct/indirect control over BDO (as provided in item H.1.a.2 of the RP Checklist)

33 one of the references in identifying Other Related Parties




Policy on Related Party Transactions

The RP Database shall bear the notation 'Updated as of (date)' for the guidance of the business
units.

9. To capture subsequent changes in relationships (i.e., unrelated party becoming a related party &
vice versa, and changes in RP classification), business units shall require existing clients /
counterparties to accomplish the Related Party Questionnaire® (Exhibit 3) (for individual) or submit
updated General Information Sheet (for non-individual) on the following instances:

a. upon renewal of the credit facility / agreement / contract;

b. upon re-accreditation of vendor / service provider or renewal of contract, whichever comes
first;

c. upon updating of terms & conditions;

d. upon client's voluntary disclosure of information (for client-initiated updating)

The RPT approval & reporting requirements shall apply based on the client's updated/latest RP
classification (i.e., determined upon accomplishment of RP Questionnaire / Checklist, or verification
against the RP Database®), and the amount involved in the transaction. Please refer to Annex 2 for
the Approval Matrix.

Note: To ensure that the RP Database is up-to-date, immediate updating of RP code tagging in
ICBS following the renewal/account updating shall be done.

10. Disclosure Requirements for Related Party Transactions
a. Transaction approval documents shall bear the following information:

a.1. related party classification of client / counterparty, and the basis for such classification
a.2. comparative terms and conditions (vs. non-RPTs of the bank, or other bank's similar
transaction)

Notes:

1. In cases where relevant pricing terms are not available at the time of approval (such as
interest rate which shall be determined upon loan booking and not upon initiation of credit
proposal), disclosure on the timing and documentation of such shall be done on the
appropriate transaction media (e.g., Credit Proposal). To illustrate, the following notation shall
be indicated on the Credit Proposal upon credit initiation for IBG accounts of the parent bank:

"The actual interest rate to be charged at booking date shall be comparable to similar
transactions of non-related parties similarly situated or risk-rated, and will be
substantiated/documented in the Request for Booking."

2. Transaction documents not bearing the required disclosures shall be returned by the
designated personnel / secretariat of the delegated authority to the concerned business unit.

b. To further aid RPTC/BOD in determining whether the transaction is fair or not more favorable than
similar transactions with non-related parties, the prescribed benchmarking template (Exhibit 1E for
credit transaction & Exhibit 1F for non-credit transactions) shall be accomplished by business units
for all RPTs.

34 The handling Account Officer/frontliner may accomplish the questionnaire based on interview with the client / highly- reli-
able sources, in exception cases where it is not practicable for the client to accomplish such.
35 for RPs identified as Director, Stockholder or Subsidiary; for Officers, reference will be the Employee Self-service (ESS)



Policy on Related Party Transactions

Note: For credit transactions, the interest rate® charged at booking date shall be reported to RPTC
by re-submitting the corresponding benchmarking template used for the approved credit facility, with
the actual interest rate likewise benchmarked against non-RPT accounts.

c. Disclosure of details® of material related party transactions shall be made by the Bank in its Annual
Stockholders' Meeting, and in the Annual Report, as necessary. Likewise, the Bank's updated policy
regarding related party transactions shall be disclosed in the website & in the Annual Corporate
Governance Report.

11. Reporting of Related Party Transactions

In addition to the required reports on transactions with DOSRI, Subsidiaries & Affiliates, the following
reports shall be prepared:

a. Reports for BSP

Report Name

Purpose

Unit Responsible
for Manual Prepara-
tion/Extraction

Unit Responsible
for Consolidation /

Submission to Des-

ignated Recipient

Schedule of Sub-
mission

1. Bank Report on
Conglomerate Struc-
ture (Annex A)

Compliance to
regulatory require-
ment

Office of the Corporate Governance

Within thirty (30)

calendar days af-
ter the end of the
calendar year

2. Bank Report on
Material Related
Party Transactions
(Annex B)

Compliance to
regulatory require-
ment

For the Main Bank -
Office of the Corporate
Secretary / For BSP-
supervised Non-bank
Financial Sub-
sidiaries of BDO -
Comptrollership-Sub-
sidiaries Accounting®
(based on Exhibit 1/1A
prepared by the Sec-
retariat of the dele-
gated approving au-
thority)

Notes:
a. The parent bank's

report shall contain all_
the bank's transactions

with any related party,

Comptrollership-
FRCD

Note: The Annex B to

be submitted to BSP
by Comptrollership -
FRCD shall also in-

clude the RPTs to be

reported by BSP-su-

pervised non-bank fi-

nancial subsidiaries
of BDO.

Submission by the
Office of the Cor-
porate Secretary /
Comptrollership-
Subsidiaries Ac-
counting to
Comptrollership -
FRCD:

Within fourteen
(14) calendar days
after the reference

quarter

Submission by
Comptrollership -
FRCD to BSP:

Within twenty (20)
calendar days af-

36 determined following the bank’s Guidelines on Pricing of Loans reviewed & approved by the RPTC

37 nature, terms and conditions, as well as original and outstanding individual and aggregate balances,
including off-balance sheet commitments
38 Aseparate PPC shall be issued for the RPTs of BSP-supervised non-bank financial subsidiaries of the bank.
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(i.e., including all sub-
sidiaries & affiliates,
whether BSP-super-
vised or not).

b. In case both the
bank and the counter-
party are supervised
by BSP, only the
lessor, in case of a
lease contract, or the
party engaging/re-
questing the services,
in case of other con-
tracts, shall do the re-
porting of the transac-
tion.

c. Please refer to Ex-
hibits 1 & 1A for the re-
port template.

ter the reference

quarter

b. Internal Reports

Report Name

Purpose

Unit Responsible
for Preparation/
Extraction (for
automated
reports)

Unit Responsible for
Consolidation / Sub-
mission to Desig-
nated Recipient

Schedule of
Submission

1. Report on Material
RPTs (Exhibit 1-1A)

2. Report on Aggre-
gated Non-material,
Non-

credit RPTs Breach-

To secure RPTC / BOD’s ap-

proval

Secretariat of the Delegated Approving
Authority / Concerned Business Unit

Prior to execu-
tion of transac-

ing the Materiality tion

Threshold (Exhibit

1B)

3. Monthly Report on For use by RPTC in Comptrollership-LAMD Within eight

Outstanding Expo- monitoring credit exposures (8) banking

sures to Related (as to status, total exposures days after the

Parties (Annex C) per related party group, & reference
aggregate exposures to all month

related parties)

Note: The aggregate exposure
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limits per related party group
are as follows:

a. DOSRI - maximum of 15% of
total loan portfolio of the Bank
or 100% of net worth, whichever
is lower

b. Subsidiaries & Affiliates -
maximum of 20% of net worth of
the Bank

c. Other Related Party -
maximum of 4x net worth
less the set limit

for DOSRI, Subs & Affiliates

4. Annual Report on
Non-material RPTs
(Aggregated per RP)
(Exhibit 1C-1D)

To facilitate monitoring of ex-
posure, & for RPTC/BOD’s
confirmation/notation

Secretariat of the Delegated Approving | Within ten (10)
Authority / Concerned Business Unit*® | calendar days
after year-end

5. Quarterly Report
on Conglomerate
Structure

For use by RPTC in monitor-
ing changes in relationships

Office of the Corporate Governance | Within five (5)
banking days
prior to the
next sched-
uled RPTC
meeting

12. Stress Testing of RPT Exposures

a. On an annual basis, RMG - Risk Analytics, Systems & Control Unit (RASCU) shall conduct a stress
testing exercise on the Bank's related party exposures to determine its impact on capital adequacy

ratios.

b. The RPTC shall be furnished by RMG-RASCU with the results of the stress testing exercise.

13. Handling of Abusive RPTs*

a. Abusive RPTs shall be handled as follows:

Personnel involved Unit Responsible for For Notation
in the Complaint Investigation
Employee Cases Review Committee (CRC) - Related Party
Secretariat Transactions Committee

leases)

40 an RPT not conducted at arm’s length

39 for RPTs not coursed thru / reported by the Secretariat of the delegated approving authority (e.g., credit transactions,
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Director Corporate Governance Committee*'

b. Any member of the investigating committee who is a subject of the complaint shall recuse himself /
herself from participating in the handling of the case.

c. Reporting and investigation of abusive RPTs shall be handled following the Bank's existing code of
conduct and Whistleblowing Guidelines, while restitution of losses and remedies for abusive RPTs

shall be handled following the Bank's Cases Review Guidelines (for employees) and applicable
guidelines (for Directors).

14. RPT Awareness Training

a. Compliance shall coordinate with HR-Training for the inclusion and updating of the RPT module in the
bank’s training program for employees.

15. Roles of Internal Audit and Compliance

a. Internal Audit shall perform a periodic review of the effectiveness of the bank's and subsidiaries'

system, controls and policies governing related party transactions, and shall report findings in the
RPTC meeting following the issuance of the final report to concerned business unit.

b. Compliance shall ensure that the bank's / subsidiaries*? policies are up-to-date. Compliance /
Compliance unit of the subsidiary shall also conduct compliance test review of related party
accounts / transactions to check concerned units’ compliance with RPT requirements, and shall

report findings in the RPTC meeting following the issuance of the final report to concerned business
unit.

Approved by BDO Board of Directors on October 26, 2019.

41 thru the Office of the Corporate Governance
42 thru the concerned Compliance Unit of the subsidiary



Handling of SEC-defined Material Related Party Transactions
(Supplement to Policy on Related Party Transactions)

I. Overview

This PPC establishes the guidelines to be observed in handling material related party transactions as
defined in the Securities & Exchange Commission (SEC) Memorandum Circular No. 10, Series of 2019.

All other guidelines specified in Policy on Related Party Transactions shall remain
to be in force.

Il. Definition of Terms

A. Related Party - refers to the related parties defined in Policy on Related Party Transactions (i.e.,
Director,

Officer, Stockholder, Related Interest, Subsidiary, Affiliate, Other Related Party (ORP)) and Extended
ORP

B. Extended ORP - 3" to 4" degree relatives, by consanguinity or affinity, legitimate or common-law’,

of Directors and select Senior Officers of BDO (i.e., SVP or higher who has the ability to control or to
exercise significant influence on the outcome of the transaction)

C. Related Party Transaction (RPT) - a transfer of resources, services or obligations between BDO and a

related party, regardless of whether a price is charged. (For the list of covered transactions, please
refer to item l.4.a of Policy on Related Party Transactions.)

D. SEC Materiality Threshold - ten percent (10%) of BDO'’s total assets based on the latest audited
financial statement

E. Material RPT - any RPT, either individually, or in aggregate over a twelve (12)-month period with the
same related party, amounting to ten percent (10%) or higher of BDO'’s total assets

lll. General Guidelines

A. Determination of SEC-defined Material RPTs

1. Borrowers/counterparties with the following transactions shall be subjected to the Expanded Related
Party Checklist (Exhibit 1):

a. single transaction breaching the SEC materiality threshold?

b. aggregated credit availments for the past 12 months that breached the internal materiality
threshold?®

1

relatives arising from a relationship between a man and a woman who live exclusively with each other as husband and
without the benefit of marriage
audited financial statements

Currently set at PHP302B; subsequent threshold shall be advised by Comptrollership based on the latest year-end
Equivalent of 90% of the SEC materiality threshold
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If the borrower/counterparty is determined as an Extended ORP, the concerned business unit shall
advise the Compliance Office to include such related party in the Related Party Database.

2. Transaction of borrowers/counterparties confirmed to be a related party shall be handled by the
concerned Account Officer (AQ)/Processor, as follows:

Transaction Disposition
Single transaction breaching the For referral to external independent party* and
SEC materiality threshold approval of designated authorities

(per Section B)

Aggregated credit availments for the | For notification to the designated unit®
past 12 months that breached the
internal materiality threshold

Aggregated transactions (credit and | For referral to external independent party® and
non-credit) for the past 12 months approval of designated authorities

that breached the SEC materiality |(per Section B)

threshold

3. Aggregated credit availments that breached the internal materiality threshold shall be handled as
follows:

a. Upon receipt of naotification from AO, designated unit shall issue an advisory to the concerned
business units to trigger reporting of covered transactions of the concerned related party.

b. Concerned business units shall report the following to the designated unit for consolidation:
- transactions for the past 12 months reckoned from the date of notification
* subsequent transactions

c. The designated unit shall disseminate/post the list of related parties and corresponding covered
transactions as a guide for concerned units in handling subsequent transactions.

d. The concerned business unit with the latest transaction that will breach the SEC materiality
threshold shall automatically request evaluation of an external independent party.
B. Review and Approval of Material RPTs

1. ldentified material RPTs shall be evaluated by an external independent party appointed by the
Board of Directors (BOD).

2. As ageneral rule, terms and conditions of material RPTs subjected to external evaluation shall be
applied to subsequent transactions. Otherwise, the latter shall require another round of

May include, but not limited to, auditing/accounting firms and 3™ party consultants who will handle evaluation of the
material RPTs

Unit to consolidate data submitted by business units

May include, but not limited to, auditing/accounting firms and 3™ party consultants who will handle evaluation of the
material RPTs
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evaluation.

3. Material RPTs shall be approved as follows:

DISPOSITION

Transaction Related Party Transaction Approval / Approval
Approval Endorsement
Delegated RPTC BOD
Authority

Single material RPT

, DOSRI, Subs,

hagregated ctedit | aftiiates, Other v y .

transactions for the | reated Party (ORP),

past 12 months that & Extended ORP

breached the SEC

materiality threshold

Note: SEC-defined material RPTs shall be approved by at least 2/3 vote of the BOD, with at least a
maijority of the independent directors voting to approve the proposed transaction. In case a majority of
the independent directors’ vote is not secured, the material RPT may be ratified by the vote of the
stockholders representing at least 2/3 of the outstanding capital stock.

C. Disclosure and Reporting Requirements

1. Approved material RPTs shall be reported to the Securities and Exchange Commission (SEC)
via the Advisement Report on Material RPT (Annex A).

The cited report shall be signed by the Corporate Secretary (or designated alternate) together with the
concerned related party (or authorized representative); and submitted by the designated unit to the SEC
within three (3) calendar days after execution date of the transaction.

2. A summary of approved material RPTs during the reporting year shall likewise be disclosed in the
Bank’s Integrated Annual Corporate Governance Report (I-ACGR) submitted every May 30.

Approved by BDO Board of Directors on October 26, 2019.




ANNEX C

ALTERNATIVE DISPUTE RESOLUTION

COVERAGE

The BDO Alternative Dispute Resolution (ADR) System st@aler disputes between the Bank
and its stockholders, and the Bank and third parties, imgjutie regulatory authorities, as
herein provided. A dispute shall mean a conflict of claimsgtits, or an assertion of claim or
demand by a stockholder or a third party, including reguladothorities, met by contrary

claims or assertions on the part of the Bank and vice versan@ieej “Dispute”)

The ADR System shall not cover mere complaints. A compshiall mean a statement of
some grievance or dissatisfaction by a stockholder or agantg.

PROCEDURE

1. Referral to ADR System

The Head of the BDO Unit (BDO Unit Head) involved in theite shall, in consultation
with the Legal Services Group (LSG) and taking into accoumelgvant factors, assess
and evaluate a Dispute and determine whether the same is profpBiRf@rocess.

To aid in this determination, the BDO Unit concerned shdiimit to the BDO Unit Head
a memorandum describing the nature of the Dispute and theafattssues involved.

2 Negotiation

Upon determination by the concerned BDO Unit Head that theulids proper for ADR
process, the BDO Unit concerned or any other unit or officeigasd (hereinafter,
“Assigned Unit/Officer”) shall, in consultation with Legal Sees Group (LSG),
promptly commence negotiations with the opposing partypémsible settlement. As a
matter of policy, the Bank shall adopt negotiation as th@limhode of amicably settling
a dispute.

During negotiations, the disputing parties shall identig/issues, explore ways of settling
those issues, and strive for a mutually acceptable resolution.

The Assigned Unit/Officer shall submit to Management a reporthe conduct and
outcome of the negotiations.

3. Mediation

In the event that no settlement is reached after negotiatte800 Unit Head shall, in

consultation with LSG and taking into account all relevanbfactdetermine whether the
Dispute is proper for mediation. Mediation is “a voluntargcess in which a mediator,
selected by the disputing parties, facilitates communicationegutiation, and assists the
parties in reaching a voluntary agreement regarding a dispute.”

The Assigned Unit/Officer shall submit to Management a reporthe conduct and
outcome of the mediation.



4. Arbitration

In the event that no settlement is reached after mediation, ticeroed BDO Unit Head
shall, in consultation with LSG and taking into accountrelévant factors, determine
whether the Dispute is proper for arbitration.

In the event the BDO Unit Head shall determine that arbitragiganoper, the Assigned
Unit/Officer shall promptly propose to the opposing paesort to arbitration as a mode
of setting the Dispute under applicable law and rules.

MONITORING AND REPORTING
All Disputes referred to the ADR process shall be monitored.

Disputes between the Bank and stockholders shall be moniigithé Office of the Corporate
Secretary; disputes between the Bank and third parties notimyoégulatory authorities shall
be monitored by LSG; and disputes between the Bank and mgu&ithorities shall be
monitored by the Compliance Office.

All Disputes referred to the ADR process shall be reportethéoCorporate Governance
Committee.

SETTLEMENT

Any settlement during negotiation or mediation shall Wengtted by Management to the Corporate
Governance Committee which shall in turn endorse it to tregdBof Directors for approval or other
appropriate action.

(The Bank’'s ADR was approved by the Corporate Governance Gemmin February 26, 2011 and
the Board of Directors on March 26, 2011)



