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ANNUAL CORPORATE GOVERNANCE REPORT

GENERAL INSTRUCTIONS

Use of Form ACGR

This SEC Form shall be used to meet the requirements of the Revised Code of Corporate Governance.

Preparation of Report

These general instructions are not to be filed with the report. The instructions to the various captions of the form
shall not be omitted from the report as filed. The report shall contain the numbers and captions of all items. If
any item is inapplicable or the answer thereto is in the negative, an appropriate statement to that effect shall be
made. Provide an explanation on why the item does not apply to the company or on how the company’s practice

differs from the Code.

Signature and Filing of the Report

>

Three (3) complete set of the report shall be filed with the Main Office of the Commission.

B. At least one complete copy of the report filed with the Commission shall be manually signed.
C. Allreports shall comply with the full disclosure requirements of the Securities Regulation Code.
D. This report is required to be filed annually together with the company’s annual report.

Filing an Amendment

Any material change in the facts set forth in the report occurring within the year shall be reported through SEC
Form 17-C. The cover page for the SEC Form 17-C shall indicate “Amendment to the ACGR”.
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A. BOARD MATTERS

1) Board of Directors

|| Number of Directors per Articles of Incorporation || Eleven (11)

|[ Actual number of Directors for the year 2012 | Eleven (until December 15, 2012)

(a) Composition of the Board

Complete the table with information on the Board of Directors:

Director’s Name Type [Executive If nominee, Nominator in the Date first Date last Elected No. of years
(ED), Non- identify the last election (if ID, elected elected when served as
Executive (NED) principal state the (if ID, state (Annual directord
or Independent relationship with the number of /Special
Director (ID)] the nominator) years served Meeting)
as ID)1
Cesar E. A. Virata NED NA* CG and Nomination 2/20/2001 5/31/2012 ASM 12 years
Committee
Raul M. Leopando NED NA* CG and Nomination 2/24/2005 5/31/2012 ASM 8 years
Committee
Oscar B. Biason ED NA* CG and Nomination 1/25/2007 5/31/2012 ASM 6 years
Committee
Jose Luis F. Gomez NED NA* CG and Nomination 5/26/2011 5/31/2012 ASM 2 years
Committee
Victor P. Quisumbing NED NA* CG and Nomination 7/19/2011 5/31/2012 ASM 1year
Committee
Teodoro D. Regala, Sr. NED NA* CG and Nomination 5/30/2002 5/31/2012 ASM 11 years
Committee
Ismael R. Sandig NED NA* CG and Nomination 7/19/2011 5/31/2012 ASM 1year
Committee
Ma. Celia H. Fernandez- NED NA* CG and Nomination 5/26/2005 5/31/2012 ASM 8 years
Estavillo® Committee
Roberto F. De Ocampo ID NA* Raul M. Leopando- 7/28/2006 5/31/2012 ASM 6 years
Not related to ID (7 months)
Antonino L. Alindogan, Jr. ID NA* Roberto F. De 1/27/2012 5/31/2012 ASM 1 year
Ocampo-Not related (7 months)
toID
Rafael Andres R. Reyes3 ED NA* CG and Nomination 7/19/2011 5/31/2012 ASM 1 year
Committee

' Reckoned from the election immediately following January 1, 2012.

2 Resigned from the Board and was replaced by Jose Emmanuel U. Hilado effective March 14, 2013

3 Resigned effective December 15, 2012 and was replaced by Uy Chun Bing effective January 16, 2013

* Counted from date first elected until December 31, 2012 (i.e. a service of at least 6 months is considered as one year)

* Not applicable since none of the directors are nominees of any principal

(b) Provide a brief summary of the corporate governance policy that the board of directors has adopted.
Please emphasize the policy/ies relative to the treatment of all shareholders, respect for the rights of

minority shareholders and of other stakeholders, disclosure duties, and board responsibilities.

The company has defined its corporate governance rules and principles through the company’s Manual on
Corporate Governance (CG Manual). This Manual embodies the rules of the Revised Code of Corporate

Governance which took effect on July 15. 2009 and is updated, as necessary.

The Manual provides the governance structure and the designated roles of the different components of the
company’s governance system including policies relative to the rights and treatment of all shareholders
including minority shareholders (i.e. voting right, pre-emptive right, right to inspect corporate books and
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(c)

records, right to information, right to dividends and appraisal right) minority shareholders and other
stakeholders, disclosure duties and board responsibilities.

The CG Manual provides policy on disclosure and transparency. All required reports or disclosures are
prepared and submitted. Financial reports and other material information are disclosed, submitted through
the appropriate channels, and posted in the company website.

How often does the Board review and approve the vision and mission?

The Board reviews and approves any changes to be made in the vision and mission of the company.

(d) Directorship in Other Companies

(i) Directorship in the Company’s Group®

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

Director's Name

Corporate Name of the Group Company

Type of Directorship (Executive,

Non-Executive, Independent).

Indicate if director is also the
Chairman.

Cesar E. A. Virata

Rizal Commercial Banking Corporation

Non-Executive Director-
Vice Chairman

Rizal Commercial Banking Corporation

Non-Executive Director

RCBC Savings Bank

Non-Executive Director

RCBC Forex Broker Corporation

Non-Executive Director-
Chairman

RCBC Realty Corporation

Non-Executive Director

RCBC Land, Inc.

Non-Executive-President

Malayan Insurance Company, Inc.

Non-Executive Director

Luisita Industrial Park Corporation

Non-Executive Director-
Vice Chairman

RCBC International Finance Ltd. (Hongkong)

Non-Executive Director

Niyog Property Holdings, Inc.

Non-Executive Director

Mapua Institute of Technology (Malayan
College)

Non-Executive Director

YGC Corporate Services, Inc.

Non-Executive Director

AY Foundation, Inc.

Non-Executive Director

Great Life Financial Assurance (Nippon Life
Company of the Phils.)

Non-Executive Director

Raul M. Leopando

RCBC Capital Corporation

Non-Executive Director

RCBC Securities, Inc.

Non-Executive Director

Petro Energy Resources Corporation

Non-Executive Director

Antonino L. Alindogan, Jr.

Rizal Commercial Banking Corporation

Independent Director

House of Investments, Inc.

Independent Director

Roberto F. De Ocampo

EEI Corporation

Independent Director

House of Investments

Independent Director

Jose Luis F. Gomez

RCBC Capital Corporation

Executive Director

RCBC Securities

Non-Executive Director

Teodoro D. Regala, Sr.

Rizal Commercial Banking Corporation

Non-Executive Director

'The Group is composed of the parent, subsidiaries, associates and joint ventures of the company.




Malayan Insurance Co., Inc.

Non-Executive Director

MICO Equities, Inc.

Non-Executive Director

Ismael R. Sandig Merchant's Bank-Rizal Micro Finance Bank

Non-Executive Director

RCBC-JPL Holding Company, Inc.

Non-Executive Director

Uy Chun Bing' Luisita Industrial Park Corporation

Non-Executive Director

FBIA Insurance Agency

Non-Executive Director

Ma. Celia H. Fernandez- Rizal Commercial Banking Corporation

Executive Director

Estavillo®

Luisita Industrial Park Corporation

Non-Executive Director

Philippine Integrated Advertising Agency

Non-Executive Director

FBIA Insurance Agency, Inc.

Non-Executive Director

YGC Corporate Services

Non-Executive Director

' Appointed on January 16, 2013 as replacement for Rafael R. Reyes who resigned from the Board effective December 15, 2012

? Resigned from the Board and was replaced by Jose Emmanuel U. Hilado, Treasurer and SEVP-Treasury Group Head of RCBC effective March

14,2013

(ii) Directorship in Other Listed Companies

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

Director’s Name

Name of Listed Company

Type of Directorship
(Executive, Non-Executive,
Independent). Indicate
if director is also the Chairman.

Cesar E. A. Virata

City and Land Developers, Inc.

Independent Director

Lopez Holdings Corporation (Benpres
Holdings Corporation)

Independent Director

Belle Corporation

Independent Director

Raul M. Leopando

Roxas Holdings, Inc.

Non-Executive Director

Antonino L. Alindogan, Jr.

LT Group, Inc.

Independent Director

PAL Holdings, Inc.

Independent Director

ETON Properties, Phils. Inc.

Independent Director

Roberto F. De Ocampo

Robinsons Land Corporation

Independent Director

PHINMA Corporation

Independent Director

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

Director’s Name

Name of the Significant
Shareholder

Description of the relationship

Jose Luis F. Gomez

RCBC Capital Corporation

Employer-employee relationship
(President and CEO)

Ismael R. Sandig

Rizal Commercial Banking
Corporation

Employer-employee relationship
(SEVP-Retail Banking Group)

Ma. Celia H. Fernandez-Estavillo®

Rizal Commercial Banking
Corporation

Employer-employee relationship
(Corporate Secretary and FSVP-
Legal and Regulatory Affairs
Group)

! Resigned from the Board and was replaced by Jose Emmanuel U. Hilado, Treasurer and SEVP-Treasury Group Head of RCBC effective

March 14, 2013




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

Maximum Number of
Guidelines Directorships in other
companies
Executive Director See paragraph below None
Non-Executive Director See paragraph below None
CEO See paragraph below None

The CG Manual requires that the CEO, other executive directors and non-executive directors who serve
as full time executives shall abide by a low limit on membership in the board of other corporations.
However, the company has not defined or set a specific limit on the number of directorships that the CEO
or an individual director may hold simultaneously. Likewise, despite the absence of a set limit, the
company evaluates and takes into consideration the capacity of a director to diligently and efficiently
perform his duties and responsibilities considering his age, the number of directorships/memberships or
officer position in other companies or organizations, the nature of business of such organizations or the
possible conflicts of interest that may arise. For independent directors, there shall be no limit in the
number of covered companies that a person may be elected as Independent Director, except that an
Independent Director can be elected to a maximum of only five companies of YGC.

(c) Shareholding in the Company

Complete the following table on the members of the company’s Board of Directors who directly and
indirectly own shares in the company:

Name of Director Number of Number of Indirect % of Capital Stock
Direct Shares shares / Through
(name of record
owner)

Cesar E. A. Virata 1 0.00000007%
Raul M. Leopando 2,101 0.00013746%
Oscar B. Biason 1 100 0.00000007%

(thru Phil. Central

Depository, Inc.)
Antonino L. Alindogan, Jr. 1 0.00000007%
Ma. Celia H. Fernandez-Estavillo 1 0.00000007%
Jose Luis F. Gomez 1 0.00000007%
Teodoro D. Regala, Sr. 1 0.00000007%
Roberto F. De Ocampo 1 100 0.00000007%

(thru Phil. Central

Depository, Inc.)
Victor P. Quisumbing 1 0.00000007%
Ismael R. Sandig 1 0.00000007%
Rafael Andres R. Reyes 1 0.00000007%

2) Chairman and CEO

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

Yes |Z| No |:|

Identify the Chair and CEO:



3)

4)

Chairman of the Board Mr. Cesar E. A. Virata
CEO/President Mr. Oscar B. Biason

(b) Roles, Accountabilities and Deliverables

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

Chairman Chief Executive Officer
e Presides at meetings of the Board of | ¢ The President shall be the Chief
Directors whereby he solicits active Executive Officer
articipation, deep professional L.
.p P . PP . e Heisin charge-of the general
Role involvement, views and opinions of .
. I supervision and management of the

other members prior arriving at a . .
decision business affairs and property of the

corporation
e Presides at meetings of stockholders.

e Responsible for the proper e Exercise such powers and perform
governance of the Company through such duties as may be prescribed by
the Board of Director the Board of Directors (i.e. represent

the corporation at all functions and
proceedings, executes contracts,
agreements requiring Board approval
and affecting the interest of the
corporation).

Accountabilities e Exercises such powers and performs
such duties as are incidental to his
office or as may be conferred upon
him or assigned to him by the Board
of Directors.

e Responsible for the efficient e Endorses for Board approval corporate
functioning of the Board (i.e. regular objectives and policies, long range
board meetings are held, corporate projects, plans and programs
governance programs and policies

e Reports to the Board and to the
stockholders (together with the
Chairman) on the results of operation
and such other reports that may be
required of him by law

Deliverables are in place to sustain the company’s
long term success and profitability)

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

This is being done following the succession management program process. It starts with identification of
acceleration pool participants/high potentials. They are identified by incumbents and HR and approved by the
President and CEO. Individual Development Plans (IDPs) of participants will then be prepared and implemented.
IDPs cover different developmental interventions such as training, cross-posting, targeted assignment and job
expansion.

Other Executive, Non-Executive and Independent Directors

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

Yes. The company’s CG Manual provides for the qualifications of the members of the Board of Directors. It
requires that a candidate to the Board shall have a practical understanding of the company’s business, has
previous experience and must be of good standing in a relevant industry, business or professional organization.
These qualifications provide enough flexibility to allow diversity of experience and background of directors in the
board.

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

The company’s CG Manual also specifies that non-executive directors should possess such qualifications and
stature that would enable them to effectively participate in the deliberations of the Board.

Define and clarify the roles, accountabilities and deliverables of the Executive, Non-Executive and Independent
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5)

Directors:

Executive H Non-Executive Independent Director

Role All of the company’s directors (executive, non-executive or independent)
are expected to act in the best interest of the corporation and to exercise
independent judgment, fairness, accountability and integrity in directing
the corporation towards sustained progress. For independent directors, at
Deliverables least one independent director is required to attend Board meetings to
further promote transparency.

Accountabilities

Provide the company’s definition of "independence" and describe the company’s compliance to the definition.
Bankard, Inc. defines an Independent Director as a person who, apart from his fees and shareholdings is
independent of management and free from any business or other relationship which could, or could reasonably
be perceived to materially interfere with his exercise of independent judgment in carrying out his responsibilities
as director.

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

The company has adopted the term limits for independent directors prescribed under SEC Memorandum Circular
No. 9 series of 2011 in which an independent director has a term limit of five consecutive years, whereby after
cooling off period of two years (provided that he did not engage in any activity that will disqualify him from being
elected as an independent director) an independent director may be re-elected for another five consecutive years
but shall be perpetually barred from being elected as independent director after serving as such for ten years.

Changes in the Board of Directors (Executive, Non-Executive and Independent Directors)
(a) Resignation/Death/Removal

Indicate any changes in the composition of the Board of Directors that happened during the period (January
to December 2012).

Name Position Date of Cessation Reason

Rafael Andres R. Reyes Director December 15, 2012 || Heavy workload in RCBC

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

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

Procedure Process Adopted Criteria

a. Selection/Appointment

(i) Executive Directors The Corporate Governance/ Criteria on qualification of directors
Nomination Committee pre-screens | are found in the company’s CG
and finalizes list of all candidates Manual.

nominated to become members of
the Board of directors based on the
qualifications specified in the CG
Manual. All nominations for
election of directors by the
stockholders are required to be
submitted to the President and the
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(ii) Non-Executive Directors

Secretary at the Corporation’s
principal place of business before
the regular or special meeting of
stockholders for the purpose of
electing directors based on the
company’s by-laws. The additional
nominees for regular directors to
the Board may be submitted on the
floor for the election of directors
during the meeting.

(iii) Independent Directors

However, only nominees whose
names appear on the Final List of
Candidates shall be eligible for
election as Independent Director/s.
No other nominations for
Independent Directors shall be
entertained after the Final List of
Candidates shall have been
prepared. No further nominations
shall be entertained or allowed on
the floor during the actual
stockholders’/memberships
meeting.

b. Re-appointment

(i) Executive Directors

(ii) Non-Executive Directors

(iii) Independent Directors

Re-appointments/re-election follows
same process as
selection/appointment and is done
during the annual stockholder's
meeting.

Criteria on qualification of directors
are found in the company’s CG
Manual.

c. Permanent Disqualification

(i) Executive Directors

(ii) Non-Executive Directors

(iii) Independent Directors

The Corporate Governance and
Nomination Committee reviews
and evaluates qualifications of
candidates nominated to become
members of the Board of Directors

Grounds for permanent
disqualification of directors are found
in the company’s CG Manual.

d. Temporary Disqualification

(i) Executive Directors

(ii) Non-Executive Directors

(iii) Independent Directors

The Corporate Governance and
Nomination Committee reviews
and evaluates qualifications of
candidates nominated to become
members of the Board of Directors

Grounds for temporary
disqualification of directors are found
in the company’s CG Manual.

e. Removal

(i) Executive Directors

Each member of the Board of
Directors shall serve until the
election and acceptance of his
qualified successor or until his death
or until he shall resign or shall have
been removed in the manner
provided by law. Any director may

Same as criteria for disqualification
of directors which is found in the
company's CG Manual.
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(ii) Non-Executive Directors

(iii) Independent Directors

resign given written notice to the
President by the Corporate
Secretary. The resignation shall take
effect as of the date of its
acceptance by the Board of
directors. Any vacancy in the Board
other than by removal by the
stockholders or by expiration of the
term, may be filled by the vote of at
least a majority of the remaining
directors, if still constituting a
quorum; otherwise, the vacancy
must be filled by the stockholders at
a meeting called for the purpose. A
director so elected to fill a vacancy
shall be elected only for the
unexpired term of his predecessor in
office.

f. Re-instatement

(i) Executive Directors

(ii) Non-Executive Directors

(iii) Independent Directors

same process as
selection/appointment of directors

Criteria on qualification of directors
are found in the company’s CG
Manual.

g. Suspension

(i) Executive Directors

(ii) Non-Executive Directors

(iii) Independent Directors

same process as removal of
directors

Same as criteria for disqualification
of directors which is found in the
company's CG Manual.

Voting Result of the last Annual General Meeting
The directors of the corporation are elected by plurality vote at the annual meeting of the stockholders for the
year at which a quorum is present. Every stockholder has the right to vote, in person or by proxy, the number of
shares owned by him for as many persons as there are directors to be elected or to cumulate his votes by giving
one candidate as many votes as the number of directors multiplied by the number of his share shall equal, or by

distributing such votes at the same principle among an

number of candidates.

Name of Director

Votes Received

Cesar E. A. Virata

Raul M. Leopando

Oscar B. Biason

Jose Luis F. Gomez

All the directors received 1,375,459,989 votes
representing total shares represented by
proxies and in person during the 2012
stockholders meeting.

Victor P. Quisumbing

Teodoro D. Regala, Sr.

Ismael R. Sandig

Ma. Celia H. Fernandez-Estavillo

Roberto F. De Ocampo

Antonino L. Alindogan, Jr.

Rafael Andres R. Reyes

6) Orientation and Education Program

(a) Disclose details of the company’s orientation program for new directors, if any.
An elected director is required to attend a seminar on corporate governance conducted by a duly recognized
private or government institute before he assumes the position.
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(b) State any in-house training and external courses attended by Directors and Senior Management2 for the

past three (3) years:

In-house training and external courses attended by the CEO and CFO the past three years include the

following:

Name of Date of Training Program Name of Training
Director/Officer Institution
Oscar B. Biason || July 19-20, 2012 Unleash The Asian Marketing Phil Marketing

Masters Association

December 1-4, 2011

16th Annual Conference of ATOS

ATOS

Sept 15-16, 2011

Customer Interaction Asia Pacific
Summit

Frost & Sullivan

Eugenio U.
Fernandez

14-Aug-12

Activity Based Costing Using Excel

15-Jun-12

Media Training Seminar

Institute of Certified
Management
Accountant Phils.

February 28-29,

Collective Bargaining Agreement

Atty. Josephus B.

2012 Negotiations Jimenez - People
Management
Association of the
Philippines
29-Sep-11 " Execution is A Discipline" - Ram Ram Charan- X Link
Charan Business Summit
21-Sep-11 Understanding Retirement Costs FFMiIravite, Inc.
and Pension Accounting(lAS19)
1-Nov-11 Leadership Development RCBC
Program
11-Aug-10 Anti Money Laundering Act Atty. Dianna Baysac -

(AMLA)

Bangko Sentral ng
Pilpinas

Other members of Senior Management have also attended and participated in in-house and external
trainings on Service Quality, Corporate Governance, Corporate Quality, Leadership Development, People
management and technical trainings for the credit card business. Detailed list of these are attached as Annex

1.

(c) Continuing education programs for directors: programs and seminars and roundtables attended during the

year.

Currently, there is no continuing education program in place for the company’s directors.

B. CODE OF BUSINESS CONDUCT & ETHICS

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

Ethics

Business Conduct &

Directors

Senior Management

Employees

? Senior Management refers to the CEO and other persons having authority and responsibility for planning, directing
and controlling the activities of the company.
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2)

3)

4)

(a) Conflict of Interest

Directors, senior management and employees are required to fully disclose all
their business affiliations, especially those involving potential conflict of
interest and update the same as needed. The director or employees should
not be involved in the decision making process if a potential conflict of
interest exists.

(b) Conduct of Business
and Fair Dealings

The Company's directors, senior management and employees shall observe
proper conduct and behavior in all its business dealings guided by the interest
of fairness, honesty, applicable best practices and company policy.

(c) Receipt of gifts from
third parties

The Company's policy discourages exacting or receiving of gifts especially
those of substantial value from individuals or entities that the company

(d) Compliance with
Laws & Regulations

All employees are expected to conduct themselves in a manner compatible
with their respective positions and are bound at all times to promote and
safeguard the interest of the institution. Management’s primary duty is to see
to it that discipline and order should be maintained.

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

Confidential or proprietary information must not be divulged to others. It is
the duty of all directors and employees to keep in strictest confidence any
information that may be acquired concerning the affairs of the company.

(f) Use of Company
Funds, Assets and
Information

Directors and employees must protect company resources such as funds and
assets belonging to the company, entrusted to the company by clients or
belonging to any 3rd party doing business with the company and shall use

these for legitimate business purpose efficiently and responsibly

(g) Employment & Labor || The company abides by employment and labor laws and policies.

Laws & Policies

Disciplinary action for violations of the Company's Code of Discipline and the
company's Manual of Corporate Governance are defined.

(h) Disciplinary action

(i) Whistle Blower It is the responsibility of all employees to report knowledge of unethical or
illegal action committed by a co-employee that comes to his knowledge. This
is done within the proper channels and reporting mechanism (i.e. grievance

committee).

The Corporate Governance and Nomination Committee will handle resolution
of reported conflict situations.

(j)  Conflict Resolution

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

Yes. In 2009, all existing employees were given hard copies of code of conduct. Employees hired from then on are
given a copy during their orientation period.

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

This is explained in Article IV of the Code of Conduct. The article discusses the enforcement of rules and
regulations in 4 sections. The first section states the responsibilities of the immediate supervising officer of the
offender, the next higher authority and the implementing officer. Section 2 enumerates the authorities who are
involved in implementing disciplinary action. Section 3 explains the procedures in preparing the preliminary
report, conducting investigation, preparing the final report, reviewing the recommendation and implementing the
disciplinary action. It also covers the following parts: (1) appeal process, and (2) report of cases/custody of
documents. Section 4 discusses other guidelines pertaining to the implementation of the code of conduct which
are not covered by the previous sections.

Related Party Transactions

(a) Policies and Procedures

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

Related Party Transactions Policies and Procedures

(1) parent Company

(2) Joint Ventures

(3) Subsidiaries

(4) Entities Under Common Control

To promote transparency, the Board requires
the presence of at least one independent
director in all its meetings. Related party
transactions are approved by the Board and

(5) Substantial Stockholders disclosed to the SEC and PSE as required by
(6) Officers including regulations. Except for those specified as RPTs,

spouse/children/siblings/parents there are no other related party transactions;
(7) Directors including however, if such occur, this will be properly
spouse/children/siblings/parents disclosed

(8) Interlocking director relationship
of Board of Directors

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

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

Details of Conflict
of Interest (Actual or Probable)

Name of Director/s None to Report
Name of Officer/s None to Report
Name of Significant Shareholders None to Report

(ii) Mechanism

Describe the mechanism laid down to detect, determine and resolve any possible conflict of interest
between the company and/or its group and their directors, officers and significant shareholders.

Directors/Officers/Significant Shareholders
The following are being done to detect possible conflict of interest
between the company and/or its group and officers:

i Employees are asked to update their biographical data where
relevant information about relatives and business affiliations
is being disclosed.

ii. New employees are asked to fill-out and sign the Declaration

Company of Business Affiliations and Compliance to Non-Disclosure of
Confidential Information and Conflict of Interest Policy
Agreement. These documents are being filed in employees’
201 records.

Mechanism to resolve possible conflict of interest between the

company and/or its group and officers is through due process and
disciplinary action, as applicable.

Likewise, members of the Board are also asked to update their
biographical data to serve as basis for identifying possible conflicts of
interest. The presence of at least one independent director is required
in board meetings to promote transparency and to determine and
resolve any possible conflict of interest.

Group

5) Family, Commercial and Contractual Relations
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6)

1)

(@) Indicate, if applicable, any relation of a family,3 commercial, contractual or business nature that exists

between the holders of significant equity (5% or more), to the extent that they are known to the company:

Names of Related
Significant Shareholders

Type of Relationship

Brief Description of the

Relationship

Rizal

Commercial
Corporation (RCBC)

Banking

Parent company of Bankard and RCBC Capital

Capital)

RCBC Capital Corporation (RCBC

99.96% owned subsidiary of RCBC

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

Names of Related
Significant Shareholders

Type of Relationship

Brief Description

RCBC

Parent company of Bankard and RCBC Capital

RCBC Capital

99.96% owned subsidiary of RCBC

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

the company:

Name of Shareholders

% of Capital Stock affected
(Parties)

Brief Description of the

Transaction

NONE

NONE

NONE

Alternative Dispute Resolution

Describe the alternative dispute resolution system adopted by the company for the last three (3) years in
amicably settling conflicts or differences between the corporation and its stockholders, and the corporation and
third parties, including regulatory authorities.

Alternative Dispute Resolution System

Corporation & Stockholders

Corporation & Third Parties

Corporation & Regulatory Authorities

Conflicts of differences, if any, between the corporation
and its stockholders, third parties or regulatory authorities
will be settled based on applicable laws and regulations.
There have been no known disputes for the last 3 years.

BOARD MEETINGS & ATTENDANCE

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

YES. As a matter of practice, Board of Directors’ meetings are scheduled and members of the Board are informed
of this schedule at the beginning of the year.

2) Attendance of Directors

N.o. of No. of
Board Name ;ZZSi:: Mzﬁtli:zst:eeld Meetings %
Attended
year
Chairman Cesar E. A. Virata 5/31/2012 12 12 100%
Vice Chairman Raul M. Leopando 5/31/2012 12 11 92%
Member Oscar B. Biason 5/31/2012 12 12 100%

3 Family relationship up to the fourth civil degree either by consanguinity or affinity.
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3)

4)

5)

Member Teodoro D. Regala, Sr. 5/31/2012 12 11 92%
Member Ma. Celia H. Fernandez-Estavillo 5/31/2012 12 7 58%
Member Jose Luis F. Gomez 5/31/2012 12 11 92%
Member Rafael Andres R. Reyes 5/31/2012 12 12 100%
Member Victor P. Quisumbing 5/31/2012 12 10 83%
Member Ismael R. Sandig 5/31/2012 12 10 83%
Independent Roberto F. De Ocampo 5/31/2012 12 10 83%
Independent Antonino L. Alindogan, Jr. 5/31/2012 10 9 90%

Do non-executive directors have a separate meeting during the year without the presence of any executive? If
yes, how many times?

At least once a year, the Audit Committee which is composed of non-executive directors including the two
independent directors hold a private meeting with the external auditors without the presence of any executive to
discuss the auditor's assessment of management's competence regarding financial reporting responsibilities.

Is the minimum quorum requirement for Board decisions set at two-thirds of board members? Please explain.
Based on the company’s by-laws, quorum requirement for any meeting of the directors shall consist of a majority
of the number of directors. A majority of such quorum shall decide any question that may come before the
meeting and shall be considered a valid corporate act except for the election of officers which shall require the
vote of a majority of all the members of the Board. In the absence of a quorum, a majority of the directors
present may adjourn any meeting until a quorum is reached.

Access to Information

(a) How many days in advance are board papers4 for board of directors meetings provided to the board?
Board papers for meetings of the Board are provided at least two days prior the scheduled meeting.

(b) Do board members have independent access to Management and the Corporate Secretary?
Members of the board are given independent access to Management and the Corporate Secretary. This may
include information on the background or explanation on matters brought before the Board, disclosures,
budgets, forecasts ad internal financial documents.

(c) State the policy of the role of the company secretary. Does such role include assisting the Chairman in

preparing the board agenda, facilitating training of directors, keeping directors updated regarding any
relevant statutory and regulatory changes, etc?
The Corporate Secretary is responsible for the safekeeping and preservation of the integrity of the minutes of
Board meetings by attending and maintaining record of the same except when prevented from doing so due
to justifiable causes, notifying the members of the Board of the agenda and schedule of their meetings
beforehand and ensuring that they are furnished accurate information to enable them to decide intelligently
on matters requiring their approval, assisting the Board in making business judgment in good faith and in the
performance of their responsibilities and obligations including ensuring that all Board procedures, rules and
regulations are strictly followed by the members.

(d) Is the company secretary trained in legal, accountancy or company secretarial practices? Please explain
should the answer be in the negative.
Yes. The incumbent Corporate Secretary and the Assistant Corporate Secretary are both lawyers. The CG
Manual requires that the Corporate Secretary must be aware of the laws, rules and regulations necessary in
the performance of his duties and responsibilities. He must also have a working knowledge of the operations
of the corporation.

(e) Committee Procedures

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

* Board papers consist of complete and adequate information about the matters to be taken in the board meeting.
Information includes the background or explanation on matters brought before the Board, disclosures, budgets,
forecasts and internal financial documents.
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Yes |I| No |:|

Committee Details of the procedures
Executive Materials containing adequate information on
Audit matters to be taken up during scheduled
Corporate Governance and Nomination committee meetings are released to committee
Compensation members at least one to two days before the
Others (specify): Risk Management scheduled meeting to give them sufficient time to
prepare

6) External Advice

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

Procedures Details

Although no formal procedure is in place, The | Request for external advice may be done as
company’s CG manual allows directors | deemed necessary. Such request may be
individually or as a Board to have access to | coursed through the Board Chairman.
independent external advice when necessary,
at the company’s expense.

7) Change/s in existing policies

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

Existing Policies Changes Reason

There were no changes in policy that require Board approval in 2012.

D. REMUNERATION MATTERS
1) Remuneration Process

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

Process CEO

Top 4 Highest Paid
Management Officers
The remuneration of the CEO and the four most highly paid
management officers are based on a defined salary structure (fixed
remuneration) and is guided by the pay for performance
compensation policy.

The annual rates for merit increase (variable remuneration) and
(2) Variable remuneration productivity bonus are as approved by the Compensation Committee
and the Board of Directors.

(1) Fixed remuneration

(3) Per diem allowance NA NA

The annual rates for merit increase (variable remuneration) and
(4) Bonus productivity bonus are as approved by the Compensation Committee
and the Board of Directors.

Compensation in the form of stock
(5) Stock Options and . P ) .
. . options and other financial
other financial . . NA
. instruments may be given to the
instruments
CEO.
(6) Others (specify) NA NA
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2)

Remuneration Policy and Structure for Executive and Non-Executive Directors

Remuneration
Policy

Structure of
Compensation Packages

How
Compensation is
Calculated

Executive Directors (refers
only to President and CEO
as of 12.31.12)

The remuneration of the CEO is based on a defined salary structure
(fixed remuneration) and is guided by the pay for performance
compensation policy. The annual rates for merit increase (variable
remuneration) and productivity bonus are as approved by the
Compensation Committee and the Board of Directors. Executive
Directors and directors who are executives of other RCBC companies
are not entitled to per diem.

Non-Executive Directors

Currently, except for nominal per diem for attending board meetings,
there are no standard or other arrangements by which directors are
compensated directly or indirectly.

Remuneration Scheme

Date of
Stockholders’ Approval

Remuneration of the Board of Directors is disclosed in the company’s Annual Report
which is submitted to all stockholders who approve and ratify all acts and resolutions of
the Board during the Annual Stockholders’ Meetings.

May 31, 2012

May 26, 2011

May 27, 2010

3) Aggregate Remuneration-

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

. Non-Executive Directors
. Executive . Independent
Remuneration Item . (other than independent .
Directors . Directors
directors)
(a) Fixed Remuneration NA NA NA
(b) Variable Remuneration NA NA NA
(c) Per diem Allowance NA 564,706 341,176
(d) Bonuses NA NA NA
(e) Stock Options and/or
other financial NA NA NA
instruments
(f) Others (Specify) NA NA NA
Total 564,706 341,176

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

Do stockholders have the opportunity to approve the decision on total remuneration (fees, allowances,
benefits-in-kind and other emoluments) of board of directors? Provide details for the last three (3) years.
The By-laws provide that each director shall receive a reasonable per-diem for his attendance at every meeting of
the Board. Furthermore, every member of the Board shall receive such amounts, not to exceed ten percent (10%)
of the net income before income tax of the corporation during the preceding year, as may be determined by the
Board of Directors, as compensation, subject to the approval of the stockholders.
nominal per diem is given to directors (except those who are RCBC executives) for attending board and committee
meetings.

However, currently, only
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Executive Non-Executive Director Independent
Other Benefits X (other than independent X g
Directors . Directors
directors)
1) Advances NA NA NA
2) Credit granted NA NA NA
3) Penspn P_Ian/s NA NA NA
Contributions
(d) !Den5|on Plans, Obligations NA NA NA
incurred
(e) Life Insurance Premium NA NA NA
(f) Hospitalization Plan NA NA NA
(g) CarPlan NA NA NA
(h) Others (Specify) NA NA NA
Total NA NA NA

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

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

Number of Direct NumPer of Number of o
Director’s Name Option/Rights/ Indirect Equivalent Total % from
Option/Rights/ Capital Stock
Warrants Shares
Warrants

There is no information on any outstanding stock rights, options or warrants over company shares
that are held by Directors

(b) Amendments of Incentive Programs

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

Date of

| ive P A
ncentive Program mendments S T el

Except for nominal per diem for attending board meetings, there are no standard or other
arrangements by which directors are compensated directly or indirectly.

5) Remuneration of Management

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

Name of Officer/Position Total Remuneration

Eugenio U. Fernandez, Senior Vice President, CFO & Treasurer

Maria Angelina V. Angeles, First Vice President’

Evelyn A. Fernandez, Vice President 9,477,925.00

Amor A. Lazaro, Vice President

Lily M. Tan, Vice President

! Retired from the company effective December 31, 2012
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E.

1)

BOARD COMMITTEES

Number of Members, Functions and Responsibilities

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

In compliance with relevant rules and regulations, there are five committees that were created to assist the
company’s Board of Directors in its oversight functions. Except for the Executive Committee whose powers and
responsibilities are articulated in the company’s By-laws, all of these committees have a written charter which
clearly spells out its duties and responsibilities that were summarized below.

Committee

No. of Members

(ED)

(NED)

(D)

Committee
Charter

Functions Key Power
Responsibilities

Executive

2

2

Documented

in the by-laws.

Draft charter
for approval.

The Executive Committee has the power to pass and act
upon such matters as the Board may entrust to it for action
in between Board meetings, to delegate any power that it
has or might have and to create such committee or
committees as may be deemed necessary for the best
interest of the corporation

Audit

Yes

The Audit Committee assists the Board in fulfilling its
oversight responsibilities by reviewing the system of
internal control and the financial reporting, risk
management, governance and audit processes and the
company’s process for monitoring compliance with laws
and regulations and its own code of business conduct.

Corporate
Governance/
Nomination

Yes

The CG/Nomination Committee is responsible for assisting
the Board in its corporate governance responsibilities
through due observance of corporate governance
guidelines. It; recommends basis for evaluating the
Board’s performance, evaluates qualifications of all
persons nominated to the Board or to other positions
requiring Board appointment; evaluates whether individual
directors are able to carry out his/her duties; and makes
recommendations to the Board on continuing education of
directors, and assighment to board committees

Compensation

Yes

The Compensation Committee is primarily responsible for
establishing a formal and transparent procedure on
executive remuneration and the guidelines on
remunerations of senior management and other key
officers and employees. It reviews and endorses for Board
approval matters pertaining to compensation such as
performance bonuses, merit increases, Collective
Bargaining Agreement, compensation package and per
diem of directors and profit sharing, if any.

Risk Management

Yes

This Committee is responsible for the development and
oversight of the company’s risk management program:
identifying the company’s risk exposures, assessing the
likelihood of their occurrence, their impact and cost to the
company; developing written strategies in managing and
controlling these risks and reducing the probability of their
occurrence or minimizing the effects in case they occur,
and communicating the plan and loss control procedures
to affected parties. The committee reports to the Board on
the entity’s overall risk exposure, actions taken to reduce
risks and recommends further action or plans as necessary.
Note: Bankard’s Risk Management program is currently
integrated with that of its parent company RCBC.
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2) Committee Members

The election of the chairman and members of the Board committees are done during the Organizational Board
Meeting usually held after the stockholder’s meeting unless there is a vacancy or replacement occurring in
between such meetings.

(a) Executive Committee

Office Name Date of No. of No. of % Length of Service
Appointment Meetings Meetings in the Committee
(2012 ASM) Held Attended (counted from 1*

appointment)

Chairman (NED) Cesar E.A. Virata 5/31/2012 11 years and 10
months

Vice Chairman (NED) Raul M. Leopando 5/31/2012 1year

There was no Executive Committee

Member (ED) Oscar B. Biason 5/31/2012 || Meeting held in 2012 5 years and 3
months

Member (NED) Jose Luis F. Gomez 5/31/2012 1yearand 7
months

T The above Directors were re-elected as chairman (Mr. Virata) and members of the Executive Committee in the Organizational Board

Meeting following the Annual Stockholder’s meeting held last 30 May 2013. Likewise, Mr. Ismael R. Sandig was also elected to fill up the vacancy.

(b) Audit Committee

Office Name Date of No. of No. of % Length of Service
Appointment Meetings Meetings in the Committee
(2012 ASM) Held Attended (counted from 1%

appointment)

Chairman (ID) Antonino L. Alindogan, Jr. 5/31/2012 5 4 80% 9 months

Member (ID) Roberto F. De Ocampo 5/31/2012 7 5 71% lyearand 5
months

Member (NED) Raul M. Leopando 5/31/2012 7 7 100% lyearand5
months

"™ The above Directors were re-elected as chairman and members of the Audit and Risk Committee in the Organizational Board Meeting

following the Annual Stockholder’s meeting held last 30 May 2013 with the addition of Mr. Cesar E. A. Virata who was elected as a Non-voting
member.

Disclose the profile or qualifications of the Audit Committee members.

The Audit Committee is composed of three members, two of whom are independent directors. The
committee is composed of individuals who have solid and extensive experience, background and
competencies in the areas of business and finance. The profiles of the members of the Audit Committee as
lifted from the 2012 Annual Report are found below.

Antonino L. Alindogan, Jr.-Chairman
Independent Director

January 27, 2012 to present

74 years old/Filipino

Mr. Antonino L. Alindogan, Jr. is currently an Independent Director of Rizal Commercial Banking Corporation.
He also holds directorship position on various companies including House of Investments, Inc., LT Group, Inc.,
Eton Properties Phils. Inc., Philippines Airlines, Inc. and PAL Holdings, Inc., among others. Prior to his
assumption as director of RCBC, Mr. Alindogan was a member of the Monetary Board of the Bangko Sentral
ng Pilipinas. He graduated as Magna Cum Laude from the De La Salle College with a degree of Bachelor of
Science degree in Accounting and a CPA.

Roberto F. de Ocampo-Member
Independent Director
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(c)

July 28, 2006 to present
67 years old/Filipino

Dr. Roberto F. de Ocampo served as Secretary of Finance of the Republic of the Philippines from 1994 to 1998
during the presidency of Fidel V. Ramos, and was previously Chairman and Chief Executive Officer of the
Development Bank of the Philippines during the presidency of Corazon C. Aquino. He is the past President of
the Asian Institute of Management (AIM), one of Asia’s leading international business and management
graduate schools based in the Philippines and is currently a member of the AIM Board of Trustees and is
Chairman of the Board of Advisors of the RFO Center for Public Finance and Regional Economic Cooperation
(designated as an ADB Regional Knowledge Hub). Dr. de Ocampo graduated from De La Salle College and
Ateneo University in Manila, received an MBA from the University of Michigan, holds a post-graduate
diploma from the London School of Economics, and has four doctorate degrees (Honoris Causa). He is the
recipient of many international awards including Global Finance Minister of the Year, Most Excellent Order of
the British Empire (OBE), Philippine Legion of Honor, ADFIAP Man of the Year, Chevalier of the Legion of
Honor of France, Ten Outstanding Young Men Award (TOYM), several Who’s Who Awards and the 2006 Asian
HRD Award for Outstanding Contribution Society. He is also a founding member/Advisory Board member of a
number of important global institutions including The Conference Board, the Trilateral Commission, the
BOAO Forum for Asia and the Emerging Markets Forum.

Raul M. Leopando-Member
Vice Chairman of the Board
October 12, 2011 to present
Director

February 24, 2005 to present
62 years old/Filipino

Mr. Raul M. Leopando is a Director and Consultant (January 2011 to present) of RCBC Capital Corporation. He
was the President and CEO of RCBC Capital Corporation from 1987 to December 31, 2010. He is also the
Chairman of the Board of RCBC Securities, Inc. and Nominee to the Philippine Stock Exchange. He is a Director
of Roxas Holdings, Inc., RCBC Capital Corporation, RCBC Securities, Inc., Charter land Inc. (1977 up to 2010)
and a Director of Petro Energy Corporation, Petro Green Corp and Petro Wind Corp. He was a Director of
PAXY’S (1993 up to May 2008). He was the immediate past President and a Director of the Investment Houses
Association of the Philippines (IHAP). He is currently the Executive Director of the Investment Houses
Association of the Philippines. He attended the International Stocks and Bond Underwriting and Trading
Course of the Nomura Research Institute of the Nomura Securities Co., Ltd. in Tokyo, Japan. He also attended
the Projects Course of the World Bank and Asian Development Bank. He took up Bachelor of Arts in
Economics at the University of the Philippines and Bachelor of Arts in Commerce major in Accounting at San
Beda College.

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

The Audit Committee oversees the work of the external auditor. As documented in its charter, the Audit
committee recommends the selection, and if necessary, the replacement of the external auditors considering
their performance, qualifications, independence and effectiveness and the appropriate fees to be paid. The
committee also reviews the scope of the external audit with both the external auditor and the financial
management. At least once a year they consult with external auditors about internal controls and the
accuracy of financial statements without management’s presence and ascertain that management takes
appropriate and timely corrective action on recommendations raised by the external auditor. They review
the audited financial statements and based on reviews and discussions with the company’s management and
the company’s independent auditor, endorses to the Board the audited financial statements for its approval,
and inclusion in the Annual Report.

Corporate Governance and Nomination Committee

Office Name Date of No. of No. of % Length of Service
Appointment Meetings | Meetings in the Committee
Held Attended
Chairman (ID) Roberto F. De Ocampo 5/31/2012 2 2 100% 2 years and 7
months
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Member (ID) Antonino L. Alindogan, Jr. 5/31/2012 1 1 100% 9 months
Member (NED) Atty. Teodoro D. Regala, Sr. 5/31/2012 2 1 50% 10 years and 7
months
Member (NED) Victor P. Quisumbing 5/31/2012 2 1 50% 1 year and 5 months
(d) Compensation
Office Name Date of No. of No. of % Length of Service in
Appointment Meetings Meetings the Committee
(2012 ASM) Held Attended (counted from 1%
appointment)
Chairman (ID) Ma. Celia Fernandez-Estavillo * 5/31/2012 4 4 100% 1 year and 5 months
Member (NED) Teodoro D. Regala, Sr 5/31/2012 4 4 100% 7 years and 7 months
Member (ID) Roberto F. De Ocampo’ 5/31/2012 4 4 100% 3 years and 7 months
Member (NED) Victor P. Quisumbing 5/31/2012 4 4 100% 1 year and 5 months

! Atty. Estavillo resigned from the Board and was replaced by Mr. De Ocampo as Compen Chairman on March 14, 2013. (Mr. De Ocampo was re-
elected as Chairman of the Compensation Committee while Atty. Regala and Mr. Quisumbing were elected as Compensation committee members

last 30 May 2013.

(e) Risk Management Committee

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

Office Name Date of No. of No. of % Length of Service in
Appointment Meetings Meetings the Committee
(2012 ASM) Held Attended (counted from 1°*
appointment)
Chairman (ID) Cesar E. A. Virata 5/31/2012 1 1 100% || 7 years and 7 months
Member (ED) Oscar B. Biason 5/31/2012 1 1 100% | 5 yearsand 6 months
Member (NED) Raul M. Leopando 5/31/2012 1 1 100% 1 year and 5 months

NOTE

After the Organizational Board Meeting following the Annual Stockholder's meeting held last 30 May 2013, the Audit and Risk Committee

was merged with Mr. Alindogan as Chair, Mr. De Ocampo, Mr. Leopando as voting members and Mr. Virata as a non-voting member.

3) Changes in Committee Members

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

Name of Committee

Name

Reason

Executive

Raul M. Leopando

Appointed Vice Chairman of the Executive
Committee on January 17, 2012 to fill up vacancy.

Rafael R. Reyes

Member of the Executive Committee until May 30,
2012

Audit

Antonino L. Alindogan, Jr.

Elected Member of the Audit Committee on March
15, 2012 and Chairman on April 18, 2012 to replace
R. F. De Ocampo who chairs the CG/Nomination
Committee.

Roberto F. De Ocampo

Chairman of the Audit Committee from March 15 to
April 17, 2012 and member from April 18-present.

Corporate
Governance/Nomination

Antonino L. Alindogan, Jr.

Elected Member of the CG/Nomination Committee
on March 15, 2012 to fill up vacancy.
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4) Work Done and Issues Addressed

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

Name of Committee

Work Done

Issues Addressed

Executive

Not applicable since the Executive Committee was not convened in 2012. Special board
meetings were instead called to discuss significant items needing the board's decision in

between regular board meetings.

Audit

The Audit Committee continued to exercise its
oversight functions over financial reporting and
disclosures, risk management and internal
controls, internal audit, compliance and
external audit activities of the organization.

Reviewed results of examinations
conducted by Bankard's Compliance, Risk
Management and Internal Audit Group,
RCBC Internal Audit, the independent
auditors-Punongbayan & Araullo and the
results of the 2011 examination of the BSP.
The committee conducted an evaluation of
its structure, operations and performance of
its oversight functions in compliance with
SEC Memorandum Circular No. 4, series of
2012

Corporate
Governance/Nomination

The Committee evaluated and approved the
final list of nominees to the Board after
ensuring that they have all the qualifications
and none of the disqualifications under the
company's By-Laws, CG Manual and the existing
rules of the SEC and BSP. They also reviewed
and approved the company's reports on
corporate governance prior submission to
regulators.

The committee reviewed the results of the
internal evaluation system for the CEO,
Board and Individual Directors and the
review of compliance to the CG Manual.

Compensation

The Compensation Committee discussed and
approved the merit increase and performance
bonus of Junior Officers and the President/CEO;
the economic provisions of the 2012-2014
Collective Bargaining Agreement; hiring for
positions requiring Board approval (i.e. Group
Head for Marketing and the Chief Operating
Officer positions); salary structure revision for
the Rank & File; and granting Calamity loan
assistance for affected employees.

There were no issues raised.

Risk Management

The Risk Management Committee met with
management to discuss the risks facing the
company (i.e. in case of dissatisfaction of RCBC
its sole client, the company’s remaining
business (i.e. merchant acquiring and recoveries
from its remaining portfolio) will not be able to
sustain Bankard as a separate entity).

The committee evaluated action being
taken by management on significant risks.

5) Committee Program

Provide a list of programs that each committee plans to undertake to address relevant issues in the improvement
or enforcement of effective governance for the coming year.

Name of Committee

Planned Programs

Issues to be Addressed

Executive To continue to pass and act upon such
matters as the Board may entrust to it for
action in between meetings of the Board of
Directors

Audit To continue to assist the Board in its

oversight function through the review of the
financial reporting process, the system of

There are no significant issues raised
to be addressed the coming year. The
Board Committees will continue to
exercise their functions in the coming
year as prescribed in their respective
charter.
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F.
1)

internal control, risk management,
governance processes, the audit process,
and the company’s process for monitoring
compliance with laws and regulations and its
own code of business conduct.

Corporate To continue to assist the Board in fulfilling its
Governance/Nomination corporate governance responsibilities
including evaluating nominations to the
Board and positions requiring Board
approval, evaluating performance of the
Executive Management, the Board and its
Committees.

Compensation Continue to meet when needed in line with
the committee's purpose to establish a
formal and transparent procedure for
establishing remuneration and
compensation packages for key officers and
employees.

Risk Management Merge the Risk Management Committee
with the Audit Committee since the credit
card business is owned by the parent bank
and oversight of its risks is under RCBC’s
Risk Oversight Committee

RISK MANAGEMENT SYSTEM
Disclose the following:

(a) Overall risk management philosophy of the company;
Risks concerning Bankard, Inc. are taken up with the company’s Risk Management Committee. Apart from
this, with the mandate of the parent bank’s Risk Oversight Committee, oversight functions for the
management of risks in the credit card business is being handled in close coordination with the RCBC Risk
Management Services Group through their designated Risk Officer.

The company recognizes that risk is inherent to its activities, and that the credit card enterprise is essentially
a business of managing risks. Ultimately, therefore, the company views risk management as a value
proposition imbued with the mission of achieving sustainable growth in profitability and shareholder value
through an optimum balance of risk and return.

This corporate risk philosophy translates to:

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

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

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

Concretely, the Company’s risk management system aims to:

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

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

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

(b) A statement that the directors have reviewed the effectiveness of the risk management system and
commenting on the adequacy thereof;
The Board, via the Risk Oversight Committee as its designated oversight body, reviews the effectiveness of
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2)

(c)
(d)

(e)

the risk management system on a continuing basis. Such review covers, among others, the risk management
framework; i.e., the manner by which the Bank identifies, measures, controls, and monitors its material risks.

Period covered by the review;
How often the risk management system is reviewed and the directors’ criteria for assessing its
effectiveness; and

The effectiveness of the risk management system is assessed via the Risk Oversight Committee’s periodic
examination of where the organization is with respect to the approved risk appetite / risk-reward framework.
Breaches of risk benchmarks as well as of approved risk limits trigger reviews of both the business and risk
direction.

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

Risk Policy

(a)

(b)

Company

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

Risk Exposure H Risk Management Policy H Objective
See write-up below

Group

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

Risk Exposure H Risk Management Policy H Objective
See write-up below

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

Risk Identification and Materiality

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

On top of these risk identification methodologies, the Group likewise performs a perception check of the

material vulnerabilities it faces. On an annual basis, the Board and the members of the Senior Management
Committee undergo a Risk Materiality Survey to assess risk appreciation.
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(c)

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

Risk to Minority Shareholders
There are no identified risks to minority shareholders on the exercise of controlling
shareholders’ voting power since identity of the company’s controlling shareholders, degree of
ownership concentration and related party transactions are disclosed.

3) Control System Set Up

(a)

(b)

(c)

Company

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

Risk Assessment Risk Management and Control

Risk Exposure X
P (Monitoring and Measurement Process) (Structures, Procedures, Actions Taken)

See write-up below

Risk Control

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

Risk Monitoring and Reporting

The company monitors risk levels to ensure timely review of risk positions and exceptions versus established
limits and ensure effectiveness of risk controls using appropriate monitoring systems. Reports are prepared
on a regular, timely, accurate, and informative manner; and distributed to the risk taking units and
appropriate oversight body to ensure timely and decisive management action.

Risk Mitigation and Management

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

The Company understands efficient risk mitigation as one that is brought about by an active and consistent
application and enforcement of policies, with a view of facilitating value-adding growth. It is also a process by
which contingencies are laid out and tested with the expectation that these will serve the Company well
during unforeseen crisis events.

Group

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

Risk Assessment Risk Management and Control
(Monitoring and Measurement Process) (Structures, Procedures, Actions Taken)

See write-up below

Risk Exposure

Committee

Identify the committee or any other body of corporate governance in charge of laying down and
supervising these control mechanisms, and give details of its functions:
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Committee/Unit Control Mechanism Details of its Functions

See write-up below

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

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

The Risk Oversight Committee (ROC)
The ROC is constituted by the Board, and exercises authority over all other risk committees of the company,
with the principal purpose of assisting the Board in fulfilling its oversight responsibilities relating to:
e Evaluation and setting of risk appetite;
e Review and management of risk profile;
e Implementation and continuous improvement of a sound framework for the
identification, measurement, control, monitoring, and reporting of the principal
risks faced by the company;

The ROC is primarily tasked to develop and implement the institution’s risk management program. It shall
oversee the system of limits to discretionary authority that the Board delegates to management, ensure that
the system remains effective, that the limits are observed and that immediate corrective actions are taken
whenever limits are breached. The committee shall likewise enable the Board to establish the Group’s risk
tolerance within a risk-reward framework and ensure that a risk management strategy is in place that
adheres to this framework. More particularly, the committee shall:
e Identify risk exposures and shall assess the probability of each risk becoming reality
and shall estimate its possible effect and cost. Priority areas of concern are those
risks that are most likely to occur and are costly when they happen.
e Develop a written plan defining the strategies for managing and controlling major
risks. It shall identify practical strategies to reduce the chance of harm and failure
or minimize losses if the risk becomes real.
e Cause the implementation of the plan, communicating the same and loss control
procedures to affected parties. The committee shall conduct regular discussions on
the institution’s current risk exposure based on regular management reports and
direct concerned units or offices on how to reduce these risks.
e Evaluate the risk management plan to ensure its continued relevancy,
comprehensiveness, and effectiveness.

INTERNAL AUDIT AND CONTROL

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

(a) Explain how the internal control system is defined for the company;

Bankard’s internal control system consist of a system of internal controls established by the Board of
Directors and Management to accomplish the corporation’s objectives, achieve operational efficiency,
reliability of its financial reporting, and faithful compliance with applicable laws, regulations and internal rules
are developed and implemented to manage and control a particular or combination of risks or business
activities that the company is exposed to. The company’s internal control system takes may be based on
factors such as the nature and complexity of business and business culture; the volume, size and complexity
of transactions; the degree of risk; the degree of centralization and delegation of authority; the extent and
effectiveness of information technology; and the extent of regulatory compliance.
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(b)

(c)
(d)

(e)

A continuing review of the corporation’s internal control system to obtain reasonable assurance that its key
organizational and operational controls are complied with is done by the Board through the internal audit
function.

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

Period covered by the review;

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

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

The Internal Auditor submits to the Audit Committee and Management, an annual report on the internal
audit department’s activities, responsibilities and performance relative to the audit plans and strategies as
approved by the Audit Committee. This includes a summary of significant risk exposures, control issues and
such other matters that may be needed or requested by the Board and Management. The Board of Directors,
through the Audit Committee, reviews the effectiveness and adequacy of the internal control system through
these reports from the Internal Audit activity. The result of the Audit Committee’s activities for 2012 is
documented in the Audit Committee report which forms part of the 2012 Annual report.

2) Internal Audit

(a)

(b)

(c)

Role, Scope and Internal Audit Function

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

Indicate whether
In-house or Name of Chief
Outsource Internal
Internal Audit Auditor/Auditing
Role Scope Function Firm Reporting process
Implement the Determine adequacy | In-house L. M. Tan The annual audit plan is
company's compliance || and effectiveness of submitted to the Audit
system the company's Committee for review
system of risk and approval.

Execute operational management, control || In-house L. M. Tan
audit plan (per groupl) | and processes.
Provide advisory In-house L. M. Tan
services to
management as part
of consulting services
Perform quarterly Outsourced RCBC Internal Results of the review
Financial Audit Audit-A. S. Lim are reported to the

Audit Committees of
Systems/Information Outsourced RCBC Internal RCBC and Bankard, Inc.
Review Audit-A. S. Lim

Do the appointment and/or removal of the Internal Auditor or the accounting /auditing firm or corporation
to which the internal audit function is outsourced require the approval of the audit committee? YES.

Discuss the internal auditor’s reporting relationship with the audit committee. Does the internal auditor
have direct and unfettered access to the board of directors and the audit committee and to all records,
properties and personnel?

The company’s internal audit activity (Compliance, Risk Management and Internal Audit Group) reports
directly to the Board of Directors through the Audit Committee to preserve its independence. Based on its
board approved charter, the group is authorized to have direct access to all records, properties and personnel
whenever relevant to the performance of its tasks.
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(d) Resignation, Re-assighment and Reasons

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

Name of Audit Staff Reason

In year 2012, there was no resignation/s or re-assignment of the internal audit staff.

(e) Progress against Plans, Issues, Findings and Examination Trends (Source: From discussion with LMT)

State the internal audit’s progress against plans, significant issues, significant findings and examination

trends.
Progress Against Plans Risk based audit plan
Issues® No critical issues noted
FindingsG No critical findings noted
.. Deficiencies in documented policies and
Examination Trends
procedures

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

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

2) Conduct of examination based on the plan;

3) Evaluation of the progress in the implementation of the plan;

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

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

result and/or year-to-year results;
6) Conduct of the foregoing procedures on a regular basis.]

The internal audit work plan is prepared annually by the Chief Audit Executive based on assessment of risks
and exposures affecting the organization. This is presented to the Audit Committee for approval. The plan
specifies the areas to be audited, the timing and estimated number of mandays per each audit area. Change
in audit schedule are also reported and justified to the Audit Committee.

Subsequently, a report on the internal audit activities and performance relative to the audit plan the previous
year is reported to the Audit Committee. The annual report includes prior year’s accomplishments (audits
completed).

(f) Audit Control Policies and Procedures

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

Policies & Procedures Implementation

The company’s General Internal Control Policy
manual serves as the general framework of
policies and procedures for the various areas of
the company’s operations. It includes detective,
preventive and corrective controls to address
risks to the company’s goals.

Implemented

(g) Mechanism and Safeguards

® “Issues” are compliance matters that arise from adopting different interpretations.
® “Findings” are those with concrete basis under the company’s policies and rules.
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State the mechanism established by the company to safeguard the independence of the auditors, financial
analysts, investment banks and rating agencies (example, restrictions on trading in the company’s shares
and imposition of internal approval procedures for these transactions, limitation on the non-audit services
that an external auditor may provide to the company):

To preserve their independence, the charter for CRMIA requires that the group, collectively, or its members,
individually must be free of all operational and management responsibilities that may impair its/their ability
to conduct independent review of all aspects/areas of the Company’s operations. Likewise, they are not to
be assigned duties or engage in any aspect/area of the company’s operations that are within the scope of
their review or appraisal function.

Likewise, the company’s CG manual provides that the external auditor of the company shall not at the same
time provide the services of an internal auditor to the same client. The Company shall ensure that other non-
audit work shall not be in conflict with the functions of the external auditor. The company also requires that
that external auditor shall be rotated or the handling partner shall be changed every five years (5) or earlier.
For this reason, the handling partner for the 2012 audited financial statements was already changed.

Auditors
(Internal and External) Financial Analysts Investment Banks Rating Agencies
As discussed above Not Applicable Not Applicable Not Applicable

(h) State the officers (preferably the Chairman and the CEO) who will have to attest to the company’s full

compliance with the SEC Code of Corporate Governance. Such confirmation must state that all directors,
officers and employees of the company have been given proper instruction on their respective duties as
mandated by the Code and that internal mechanisms are in place to ensure that compliance.

The Chairman of the Board and the President and CEO will attest to the company’s full compliance with the
SEC Code of Corporate Governance.

H. ROLE OF STAKEHOLDERS

1)

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

Policy Activities
Customers' welfare The company develops card products || The following card features were
and features that will enhance the launched last 2012 to enhance card
customers’ lives. usage:

1. Unlimited Cash Rebate
2. Shop secure

Supplier/contractor Suppliers/service providers should be | Submission of corporate profile, 3 year

selection practice accredited by House of Investments audited financial statements, site
visitations

Environmentally Bankard Inc. supports the YGC Earth YGC has already conducted two (2) tree

friendly value-chain Care Project planting projects; the first was in October

2011 covering twenty (20) hectares, the
second in September 2012, covering
another twenty (20) hectares, for a total
of forty (40) hectares.

Bankard Inc., thru its Marketing Promo in
4Q 2012, supported the local
government’s use of recyclable shopping
bags with the implementation of its
“RCBC Bankard Ecobag” promo with its

partners, Landmark and Sta. Lucia
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2)

3)

The company promotes paperless
culture to save trees.

Bankard, Inc. actively promotes e-
Statement to RCBC Bankard cardholders
by encouraging them to enroll in the e-
SOA in all contact points. As of April
2013, 15% of RCBC Bankard’s database
received their monthly statement via e-
SOA.

Community
interaction

Bankard Inc. supports the YGC Buhay
Rizal Project

Book donation to selected public schools,
and rehabilitation of Rizal Monument at
selected areas.

Anti-corruption
programmes and
procedures

The company's employees are
expected to conduct themselves in a
manner that is beyond reproach and
any shadow of suspicion

The company’s anti-corruption policy is
ingrained in the Code of Conduct (i.e.
Conflict of Interest policy).

The company abides by the rules
issued by the Anti-Money Laundering
Council

The company also reports qualified
transactions to the AMLC

Safeguarding
creditors' rights

The company pays its creditors within
the agreed payment terms. (Note:
The company is currently liquid and

Amounts due to suppliers of goods and
services are monitored and paid within
due date.

Does the company have a separate corporate responsibility (CR)

only the company’s suppliers may be
considered as creditors)

report/section or sustainability

report/section?

Yes.

A separate section on corporate social responsibility forms part of the company’s Annual Report to the

stockholders.

Performance-enhancing mechanisms for employee participation.
(a) What are the company’s policy for its employees’ safety, health, and welfare?

The company is concerned over the health, safety, and over-all welfare of the employees.

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

The company has provided health, safety and welfare programs to provide employees with their due share of
attention and care.

This includes implementation of a Health Benefit System through an accredited Health Maintenance
Organization (HMO) to help employees and their eligible dependents to defray the cost of covered medical-
related expenses, conduct of an Annual Physical Examination for employees, facilitation of flu vaccination
drives and health related seminars, and provision for onsite general medical care (i.e. onsite clinic with
physician holding a thrice a week schedule, basic medicines and other medical equipment).

The company also provides employee training/briefings on First-aid, Basic Life Support and Disaster
Preparedness for employee readiness in case of disaster situations. Sports and other activities are also held
to promote employee wellness.

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

The company provides for the continuing learning and growth of its employees through various in-house and
external training and development programs. These programs are focused on the credit card processes,
customer service, leadership, management and technical skills.

In 2012, 227 employees went on training for an equivalent 5, 230 training hours.

(d) State the company’s reward/compensation policy that accounts for the performance of the company

beyond short-term financial measures
Bankard is guided by the Pay for Performance Compensation Philosophy.
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4)

1)

2)

For Rank and File: Fixed and variable components based on the Collective Bargaining Agreement. The variable
component is based on performance. Productivity bonus based on the company’s previous year’s
performance is guided by productivity indicators.

For Officers: Merit increase and variable component through productivity bonus based on the approval of the
Compensation Committee and the Board of Directors.

What are the company’s procedures for handling complaints by employees concerning illegal (including
corruption) and unethical behavior? Explain how employees are protected from retaliation.

This is covered by Section 3 Article IV of the Code of Conduct, which pertains to the overall implementation of the
rules and regulations contained in the code.

The procedure starts with preparation of preliminary report followed by conduct of investigation. Then, final
report is generated. Said report includes recommended actions to address the situation. This is being reviewed
prior to implementation.

Section 5 of the same article gives other guidelines including protection of employees from retaliation. This is
particularly cited in part C:

“Where the continued presence of the employee concerned poses a serious and imminent threat to the interest
or property of the Company or of the co-employees, the implementing officer may require the employee to be
placed under forced leave/preventive suspension pending completion of the investigation. Investigation should
be conducted and terminated as quickly as possible.”

DISCLOSURE AND TRANSPARENCY

Ownership Structure

(a) Holding 5% shareholding or more
Shareholder Number of Shares Percent Beneficial Owner
Rizal Commercial Banking 999,999,989 65.4247% Rizal Commercial Banking
Corporation Corporation
PCD Nominee Corporation 375,460,000 24.5644% RCBC Capital Corporation

Name of Senior Number of 0
Number of Direct shares Indirect shares / Through Capital
Management
(name of record owner) Stock
There are no members of senior management directly or indirectly holding 5% shareholding in the
company.
Does the Annual Report disclose the following:
Key risks Yes
Corporate objectives Yes
Financial performance indicators Yes
Non-financial performance indicators Yes
Dividend policy Yes
Details of whistle-blowing policy Yes
Biographical details (at least age, qualifications, date
of first appointment, relevant experience, and any
. . . . Yes
other directorships of listed companies) of
directors/commissioners
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3)

4)

5)

Training and/or continuing education programme These were included in the 2011 Annual Report.

attended by each director/commissioner However, these were no longer shown in the 2012
Number of board of directors/commissioners Annual Report since the Corporate Governance Section
meetings held during the year which included this information was excluded in the
Attendance details of each director/commissioner in Annual Report based on SEC Memorandum Circular No.
respect of meetings held 5, series of 2013.

No (Remuneration of CEO is included in the Top 5 highly
Details of remuneration of the CEO and each member | compensated officers while there were no details

of the board of directors/commissioners provided for each member of the BOD since only a
nominal per diem is given per meeting attended)

Should the Annual Report not disclose any of the above, please indicate the reason for the non-
disclosure. The reasons for non-disclosure in the Annual Report are found in the table above.

External Auditor’s fee

Bankard Inc.’s independent external auditor is Punongbayan & Araullo (P & A). P & A is a leading professional
services firm with a proven track record of high quality work. They provide value-added services to clients through
their client caring team of outstanding audit, tax and business professionals who utilize leading-edge systems and
technology and are guided by the highest standards of quality, integrity and competence. P & A is a member firm
within Grant Thornton International Ltd.

Audit and Audit-Related Fees

For the audit of the Company’s Annual financial statements and services provided in connection with statutory
and regulatory filings or engagements, the aggregate amounts to be billed or already billed excluding VAT and out
of pocket expenses (OPE) by P&A amounts/amounted to P575.0 thousand and P550.0 thousand for 2012 and
2011, respectively.

Tax Fees

The company has not engaged the services of the external auditor for tax accounting, compliance, advice,
planning and any other form of tax services. However, the company engaged the services of P&A Tax to assist in
the handling of BIR Audit for taxable year 2006 and paid P117.6 thousand and P396.6 thousand for 2012 and
2011, respectively.

All Other Fees
There are no other fees billed in each of the last two (2) years for products and services provided by the external
auditor, other than the services reported under items mentioned above.

Name of auditor Audit Fee Non-audit Fee
Punongbayan and Araullo P575K P117.6K

Medium of Communication

List down the mode/s of communication that the company is using for disseminating information.

Our company adheres to the principle of transparency and open disclosure to our various stakeholders. We
commit to meet all disclosure requirements mandated by regulators and abide by their deadlines. Disclosures
made to the SEC and PSE are posted in our company’s website.

Likewise, the following modes of communication are also used in disseminating information to existing and
prospective cardholders:

a) Above-the-line: includes newspaper and magazines, radio ads

b) Out-of-Home: billboards

c) Below-the-line: flyers, soa and envelope inserts, banners, tent cards,

d) Digital — SMS blast, email blast, official website and facebook page, YouTube, facebook advertising

Date of release of audited financial report:
The Audited Financial Statements for year ended December 31, 2012 was released on April 15, 2013.
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6) Company Website

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

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

7) Disclosure of RPT

The company regularly disclosed its related party transactions.). These RPTs are discussed in the Notes to the
2012 Audited Financial Statements (Note15) and are summarized below:

RPT Relationship Nature Value
(based on OB as of
12/31/2012)
Service Agreement (since Parent Company-RCBC Provided RCBC with marketing, P 22,324,149

December 2006)

distribution, technical, collection and
selling assistance and processing
services for the RCBC Credit Card
business

(P346,885,581- total
service fees earned in
2012)

Investment Management
Agreement

Parent Company

Availed RCBC's services relative to the
management and investment of the
Company's investible funds

520,212,088

Joint Development
Agreement

Parent Company and other
entities under common
control (RSB, MICO and

Hexagonland)

Pooling of resources for the
construction of a high rise, mixed use
commercial/office building

235,206,816

Bank deposits and short-term
placements

Parent Company

Savings, demand deposits and short
term placements in various RCBC
business centers

12,661,964

Lease of property

Parent Company

Lease of office space from RCBC with
rental on leasehold

15,415,424 (amount of
txn for 2012)

The company has other arrangements with the parent bank such as the use of shared IT computer services and a
limited audit service arrangement with the parent bank wherein RCBC provides IT audit and financial services
review to Bankard, Inc. These transactions are done at arms length in the ordinary course of business.

When RPTs are involved, what processes are in place to address them in the manner that will safeguard the
interest of the company and in particular of its minority shareholders and other stakeholders?

To promote transparency, the Board requires the presence of at least one independent director in all its meetings.
Likewise, Related Party Transactions are properly disclosed in the company’s annual audited financial statements
which are submitted to regulatory agencies and posted in the company’s website for the information of the

investing public.

J.  RIGHTS OF STOCKHOLDERS

1) Right to participate effectively in and vote in Annual/Special Stockholders’ Meetings
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(a) Quorum
Give details on the quorum
its By-laws.

required to convene the Annual/Special Stockholders’ Meeting as set forth in

Quorum Required

A majority of the subscribed capital in person or represented by proxy shall
be sufficient to constitute a quorum for the election of directors and for
the transaction of any business except cases in which affirmative vote of a
greater portion is required by the Corporation Code.

(b) System Used to Approve Corporate Acts

Explain the system used to approve corporate acts.

System Used

Matters approved by the board during board meetings are submitted to
stockholders for approval/ratification during the stockholders’ meeting.

Description

At each meeting of the stockholders, every stockholder shall be entitled to
vote in person or by proxy, for each share of stock held by him which has
voting power upon the matter in question. The votes for the election of
directors, and, except upon demand by any stockholder, the votes upon
any question before the meeting except to the procedural questions
determined by the chairman of the meeting, shall be by viva voce or show
of hands.

(c) Stockholders’ Rights

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

Stockholders’ Rights under Stockholders’ Rights not in
The Corporation Code The Corporation Code

Bankard Stockholders’ Rights concerning the
Annual/Special Stockholders’ meeting are in
accordance with those laid down in the
Corporation Code.

There are no Stockholders’ Rights concerning
Annual/Special Stockholders’ Meeting that differ
from those in the Corporation Code.

Dividends

Declaration Date

Record Date Payment Date

No dividends were declared from 2010 to 2012.

(d) Stockholders’ Participation

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

Measures Adopted Communication Procedure

Stockholders are free to

During the stockholders’ meeting, sufficient time
ask questions and if | is provided for the stockholder to raise his

applicable, raise objections, if any. clarification. The stockholder may raise his

concern at any time and these are addressed.

2. State the company policy of asking shareholders to actively participate in corporate decisions regarding:

a. Amendments to the company's constitution
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3.

(e)

b. Authorization of additional shares
c. Transfer of all or substantially all assets, which in effect results in the sale of the company

As a matter of policy, shareholders are asked to vote and actively participate in corporate decisions that
are of fundamental importance to the corporation such as the amendments to the company’s by-laws,
authorization of issuance of additional shares of the company and the sale or transfer of all or
substantially all corporate assets. For instance, amendment to the company’s by-laws may be done by
stockholders representing a majority of the outstanding capital stock, and by the majority vote of the
directors at any of their meetings. Stockholders owning or representing two-thirds (2/3) of the
subscribed capital stock may delegate to the Board of Directors the power to amend, repeal or adopt
new By-laws, provided that such power so delegated to the Board of Directors shall be considered
revoked whenever a majority of the stockholders shall so vote at a regular or special meeting called for
the purpose.

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

a. Date of sending out notices: Notice to shareholders was initially sent out through disclosure to the
PSE and was made available in the company’s website on March 15, 2012 which is more than 21
business days prior the stockholders meeting. Hardcopy of the notice together with the Definitive
Information Statement were sent to the stockholders through registered mail on May 10, 2012.

b. Date of the Annual/Special Stockholders’ Meeting: May 31, 2012

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

Mr. Emilio M. Dela Cruz inquired on the proposed equity restructuring. Mr. Biason clarified that there is no
increase in the number of shares if the par value will be reduced. It will just completely take out the deficit as
of December 31, 2011.

Result of Annual/Special Stockholders’ Meeting’s Resolutions

Resolution Approving Dissenting Abstaining
Approval of the minutes of the May 26, 1,375,459,989 0 0
2011 ASM
President's report to stockholders on the 1,375,459,989 0 0

result of operation for year ended
December 31, 2011

Approval of the financial statements for 1,375,459,989 0 0
year 2011
Ratification of actions taken by the 1,375,459,989 0 0

Board of Directors and officers of the
corporation since the last annual
meeting of stockholders

Election of Directors 1,375,459,989 0 0
Equity restructuring of the company 1,375,459,989

Amendment of Article 7 of the Amended 1,375,459,989 0 0
Articles of Incorporation

Approval of External Auditors 1,375,459,989 0 0

Date of publishing of the result of the votes taken during the most recent AGM for all resolutions:
Results of the 2012 AGM held last March 31, 2012 was published last June 1, 2012 through SEC Form 17-C
which was filed with the SEC and PSE.

Modifications

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

Modifications Reason for Modification
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There were no modifications made in the Annual/Special Stockholders’ Meeting regulations during the

most recent year.

(f) Stockholders’ Attendance

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

Type of Names of Board members / Date of Meeting Voting % of SH % of SH in Total % of
Meeting Officers present Procedure Attending in Proxy SH
(by poll, Person attendance
show of
hands, etc.)
Annual Mr. Cesar E. A. Virata 31-May-12 viva voce or 24.56% 65.42% 89.99%
Mr. Oscar B. Biason show of
Atty. Teodoro D. Regala hands

Mr. Jose Luis F. Gomez

Mr. Rafael Andres R. Reyes
Mr. Raul M. Leopando

Mr. Ismael R. Sandig

Mr. Roberto F. De Ocampo
Mr. Antonino L. Alindogan, Jr.

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

(iii)

ASM/SSMs?

Representatives of RCBC Stock Transfer Department are authorized to count the votes to be cast during

the meeting.

Do the company’s common shares carry one vote for one share? If not, disclose and give reasons for

any divergence to this standard. Where the company has more than one class of shares, describe the
voting rights attached to each class of shares.

Each common share entitles the holder to one vote for each share of stock standing in his name in the

books of the Company as of record date.

(g) Proxy Voting Policies

(i) State the policies followed by the company regarding proxy voting in the Annual/Special Stockholders’

Meeting.

Company’s Policies

Execution and acceptance of proxies

A stockholder may appoint a proxy to represent him in the
stockholder’s meeting by accomplishing a proxy form and filing the
same with Bankard’s Corporate office not later than five (5) working
days before the scheduled meeting.

Notary

Proxy forms are not required to be notarized

Submission of Proxy

Proxy form shall be submitted not later than five (5) working days
before the scheduled meeting.

Several Proxies

This is allowed.

Validity of Proxy

Based on the company’s amended by-laws, proxies shall be valid
and effective for five (5) years, unless the proxy provides for a
shorter period and shall be suspended for any meeting wherein the
stockholder appears in person. Based on the Notice of the Annual
SH meeting, standing proxies on file with the company will be
recognized unless specifically revoked or a new proxy is received by
the company.

Proxies executed abroad

Proxies executed abroad should be authenticated by the Philippine
Embassy or Consular Office

39



Invalidated Proxy

Office of the Corporate Secretary in coordination with Stock
Transfer is in charge with policy on invalidated proxy.

Validation of Proxy

Validation of proxies will be made by the RCBC Stock Transfer
Department.

Violation of Proxy

Office of the Corporate Secretary in coordination with Stock
Transfer is in charge with policy on invalidated proxy.

(h) Sending of Notices

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

Meeting.

Policies

Procedure

Written notice of regular Annual/Special Stockholders’
meeting should be sent to stockholders on record at
least twenty days before the date of the meeting based
on the company’s by-laws.

Written notice of meeting together with the Annual
Report, Definitive Statement and Minutes of the
previous Stockholders Meeting are being sent to all
stockholders as of record date via registered mail.
Likewise, these materials are also available in the

company’s website

(i) Definitive Information Statements and Management Report

The Definitive Information Statements and Management Report for the May 31, 2012 and May 30, 2013

stockholders meeting are found below:

Number of Stockholders entitled to receive 699 (as 674
Definitive Information Statements and of Record Date April 30, | (as of Record Date April
Management Report and Other Materials 2012) 30, 2013)
Date of Actual Distribution of Definitive Information
Statement and Management Report and other
Materials held by market participants/certain beneficial May 10, 2012 May 08, 2013
owners
Date of Actual Distribution of Definitive Information
Statement and Management Report and other May 10, 2012 May 08, 2013
Materials held by stockholders
State whether CD format or hardcopies were . .
o Hardcopies Hardcopies

distributed
If yes, indicate whether requesting stockholders were NA NA
provided hard copies

Does the Notice of Annual/Special Stockholders’ Meeting include the following:
Each resolution to be taken up deals with only one item. Yes
Profiles of directors (at least age, qualification, date of first appointment, experience, Yes
and directorships in other listed companies) nominated for election/re-election.
The auditors to be appointed or re-appointed. Yes
An explanation of the dividend policy, if any dividend is to be declared. Yes

The amount payable for final dividends.

Not applicable

Documents required for proxy vote.

Yes

Should any of the foregoing information be not disclosed, please indicate the reason thereto.
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Information on the amount payable for dividends is not disclosed since no dividends were declared
during the year 2010-2012.

2) Treatment of Minority Stockholders

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

Policies Implementation

The Board is committed to respecting the | All shareholders have the right to inspect company books and
rights and the equitable treatment of its | records in accordance with the Corporation code.

shareholders.  Minority shareholders are | The minority shareholders shall be granted the right to propose
treated equally and enjoy the same rights as | the holding of a meeting, and the right to propose items in the
majority shareholders as prescribed in the | agenda of the meeting, provided the items are for legitimate
Corporation Code of the Philippines, the | business purposes

company’s by-laws and Code of Corporate
Governance. The minority shareholders shall have access to any and all

information relating to matters for which the management is
accountable for and to those relating to matters for which the
management shall include such information and, if not included,
then the minority shareholders shall be allowed to propose to
include such matters in the agenda of stockholders’ meeting,
being within the definition of “legitimate purposes”.

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

K. INVESTORS RELATIONS PROGRAM

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

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

The company believes in the policy of transparency and full disclosure. Reports, disclosures or major company
announcements are coursed through the designated Chief Information Officer.

As designated in the company’s Corporate Governance Manual, the Chief Information Officer is responsible for
the review and approval of all public disclosures and reports to be submitted to the Exchange or the Commission
and the formulation of clear policy on communicating or relating relevant information to corporate stakeholders
to fully inform them of corporate activities.

Details
(1) Objectives To keep stockholders informed on important developments in the
corporation
(2) Principles Promote transparency and good corporate governance through
accurate, timely and effective communication with stockholders.
(3) Modes of Communications Through submission of reports and disclosures to the Securities and

Exchange Commission and the Philippine Stock Exchange and making
these available in the company’s website (www. RCBC Bankard.com).
(4) Investors Relations Officer The Chief Financial Officer is designated as Investor Relations Officer in
the company’s CG Manual.

Shareholder services and inquiries regarding change of address, account status, and lost/damaged stock
certificates may be communicated to the company’s stock transfer agent:

RCBC Stock Transfer Department
Ground Floor West Wing, #221 Grepalife Building,
Sen. Gil Puyat Avenue, Makati City 1200
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3)

Telephone: (02) 892 1461
(02) 892 0426
Fax : (02) 892 3139

What are the company’s rules and procedures governing the acquisition of corporate control in the capital
markets, and extraordinary transactions such as mergers, and sales of substantial portions of corporate assets?
The company abides by the principles of transparency, fairness and objectivity in such transactions. Major
decisions of such nature require the approval of the Board and its stockholders as necessary.

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

There is no such transaction that took place in year 2012. In case of such a transaction, the Board usually appoints
an independent/external auditor or other third party to evaluate the transaction price.

CORPORATE SOCIAL RESPONSIBILITY INITIATIVES

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

Initiative Beneficiary

P0.20 donation for every P100 spent by RCBC Bankard | Gawad Kalinga Sibol
Diamond Platinum MasterCard cardholders

BOARD, DIRECTOR, COMMITTEE AND CEO APPRAISAL
Disclose the process followed and criteria used in assessing the annual performance of the board and its
committees, individual director, and the CEO/President.

Process Criteria
Board of Directors Self — Assessment The board and its committee’s performance of its duties and
responsibilities in terms of leading corporate governance
Board Committees Self — Assessment P . & P &
best practices
Individual director’s assessment of his own performance as
. . art of the Board which includes meeting attendance,
Individual Directors Self — Assessment P L N & X
participation and personal contribution for the company’s
advancement.
Other directors’ assessment of the CEQ’s performance of his
. duties and responsibilities which include effective
CEO/President Assessment by the Board . . P . . .
supervision and implementation of strategies, policies and
affairs of the corporation to achieve its objectives.

Result of this internal evaluation is reported to the Board of Directors through the Corporate
Governance/Nomination Committee.

INTERNAL BREACHES AND SANCTIONS

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

After due notice and hearing, the following penalties shall be imposed on the company’s directors, officers, staff
and affiliates and their respective directors, officers and staff in case of violation of any of the provisions of the CG
Manual

Violations Sanctions
First Violation Reprimand
Second Violation Suspension from office
Third Violation Removal from office or removal from directorship

No violations of the Corporate Governance Manual requiring imposition of these penalties were noted in 2012.
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Pursuant to the requirement of the Securities and Exchange Commission. this Annual Corporate Governance Report is

signed on behalf of the registrant by the undersigned. thereunto duly authorized. in the City of
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	The company has adopted the term limits for independent directors prescribed under SEC Memorandum Circular No. 9 series of 2011 in which an independent director has a term limit of five consecutive years, whereby after cooling off period of two years ...

