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. INTEGRATED AN NUAL CORPORATE GOVERNANCE REPORT

Principle 1: The company should be headed by a competent, working board to foster the long- term success ofthe corporation, and to sustain its competitiveness

and profitabllity in a manner consistent with its corporate objectives and the long- term best interests of its shareholders and other stakeholders.

1. Board is composed of directors with

collective working knowledge, experience

or expertise that is relevant to the company's

indus /sector.
2. Board has an appropriate mix of competence and

expertise. Compliant

3. Directors remain qualified for their positions

individually and collectively to enable them to fulfill
their roles and responsibilities and respond to the
needs of the organization.

Please refer to the attached Annex A -

Corporate Governance Manual Section 2.2

pages 6-7 and this link:

https://www.eastwestbanker.com/info/ew boa

rd.asD

1. Board is composed of a majority of nonexecutive

directors.

Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section 2.2 page

6 and this link:

https://www.eastwestbanker.com/info/ew boa

rd.asp

Compliant

1. Company provides in its Board Charter

and Manual on Corporate Governance a

policy on training of directors.

ADDITIONAL INFORMATION
EXPIANATION

The Soard's Governance Responsibilities

COMPLIANT/
NONCOMPTIANT

Recommendation 1.1

Recommendation 1.2

Recommendation 1.3

Please refer to the attached Annex A -

Corporate Governance Manual Section Vl paBe

57 and Annex G - Corporate Governance

Charter Section lll.3 page 1



2. Company has an orientation program for
first time d irectors.

3. Company has relevant annualcontinuing
training for all directors.

Compliant

2. Please refer to the attached Annex A - 2018

Corporate Governance Manual Section Vl page

57

3. Please refer to the attached Annex B - Course

Outline/Agenda of the 2017 CG Training and this
link: Annual Report - Corporate Governance

Section

httos://www.eastwestba nker.com

al.asp
/info/ir annu

1. Board has a policy on board diversity.
Please refer to the attached Annex A - 2018

Corporate Governance Manual Section 2.2 page

6

1. Company has a policy on and discloses

measurable objectives for implementing its board

diversity and reports on progress in achieving its

objectives.

Please refer to the attached Annex A - 2018

Corporate Governance Manual Section 2.2 page

6

1. Board is assisted by a Corporate Secretary. Compliant
2. Corporate Secretary is a separate

individual from the Compliance Officer Compliant

3. Corporate Secretary is not a member of
the Board of Directors. Compliant

Please refer to Annex A - Corporate Governance

Manual Section 6 pages 47-42 and this link:

https://www.eastwestbanker.com/info/ew boa

rd.asp

(It

Compliant

Recommendation 1.4

Compliant

Optional: Recommendation 1.4

Recommendation 1.5

Compliant



4. Corporate Secretary attends training/s on corporate
governa nce.

Compliant

Please refer to the attached Annex A - Section

Vl Training on Corporate Governance page 57;

Annex B - Corp Gov Training Agenda conducted

last November 2017 and this link:

https://www.eastwestbanker.com/info/ir annu

al.asp

1. Corporate Secretary distributes materials

for board meetings at least five business

days before scheduled meeting.
PIease refer to Annex A - Corporate Governance

Manual Section 6.2 page 41

1. Board is assisted a Compliance Officer. Compliant

2. Compliance Officer has a rank of Senior

Vice President or an equivalent position

with adequate stature and authority in the
corporation.

Compliant

Compliance Officer is a First Vice

President, a senior officer of the Bank

who reports directly to the Board

through the Corporate Governa nce

and Compliance Committee.

3. Compliance Offlcer is not a member of
the board. Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section 7 pages

42 - 43 and this link:

https://www.eastwestbanker.com/info/ew sen

ior.asp and Annual Report - Corporate
Governance

https://www.eastwestbanker.com/info/ir annu

a l.a sp

4. Compliance Officer attends training/s on

corporate governa nce.

Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section Vl page

57 and Annex B - Corp Gov Training Agenda

conducted last November 2017

Principle 2: The fiduciary roles, responsibilities and accountabilities of the Board as provided under the law, the company's articles and by-laws, and other legal

pronouncements and guidelines should be clearly made known to all directors as well as to stockholders and other stakeholders.

(((

optional: Recommendation 1.5 I

Compliant

I

I
lRecommendation z..t



(

1. Directors act on a fully informed basis, in. ,

good faith, with due diligence and care,

and in the best interest of the company.
Compliant

Please refer to the Annex A - Corporate
Governance ManualSection 4.6 page 38 - 39

and this link: Annual Report - Corporate
Governance

https://www.eastwestbanker.com/info/ir annu

a l. asp

1. Board oversees the development, review

and approval of the company's business

obiectives and strategy.

Compliant

Compliant

Please refer to the attached Annex A -

Corporate Governance ManualSection 2.1 page

6 and Section 2.6 pages 9-12 and this link:

Annual Report - Corporate Governance

https://www.eastwestbanker.com/info/ir annu

a l. asp

2. Board oversees and monitors the
implementation of the company's business

objectives and strategy.

1. Board has a clearly defined and updated
vision, mission and core values. Compliant

Please refer to this link:

https://www.eastwestbanker.com/info/ew ide

ntitv.aso

Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section 2.1 page

6 and Section 2.6 pages 9 12 and this link:

https://www.eastwestbanker.com/info/ir annu

a l.a sp

2. Board has a strate8y execution process

that facilitates effective management
performance and is attuned to the
com pa ny's business environment, and

cu lture.

1.. Board is headed by a competent and

qualified Chairperson.

Compliant

Please refer to the attached Annex A -

Corporate Governance ManualSection 2.9 page

14 and this link:

https://www.eastwestban ker.com/info/ew boa

rd.asp

1. Board ensures and adopts an effective
succession planning program for directors,
key officers and management.

Compliant

1. Please refer to the attached Annex A -

Corporate Governance Manual Section 2.7,

page 10

((

Recommeridation 2.2

I I

Recommehdation 2,3 I

Recommendation 2.4



Compliant
2. Please refer to the attached Annex A -

Corporate Governance Manual Section 4.6,
paSe 38

Please refer to the attached Annex A Corporate
Governance ManualSection 2.3 pages 7-8 and

this link:

https://www.eastwestbanker.com/info/ir notic

3. Board nomination and election policy

includes how the company accepted

no m inations from minority shareholders

2. Board adopts a policy on the retirement
for directors and key officers.

1. Board aligns the remuneration of key

officers and board members with long-term

interests of the company.
Compliant

2. Board adopts a policy specifying the
relationship between remuneration and

performance.
Compliant

3. Directors do not participate in discussions

or deliberations involving his/her own
remuneration.

Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section 4.9 page

40

The approval by the Board is minuted
in the Minutes of the Remuneration

Committee meeting which for
confidential reasons, does not
indicate the remuneration of each

executive officer.

2. Company has measurable standards to
align the performance-based

remuneration of the executive directors
and senior executives with long-term
interest, such as claw back provision and

deferred bonuses.

Please refer to this link: Annual Report -
Corporate Governa nce

httos://www.eastwestbanker.com/info/ir a nnu

a l.a so

1. Board has a formaland transparent board

nom ination and election policy. Compliant

2. Board nomination and election policy is
disclosed in the company's Manual on

Corporate Governance.

Compliant

Compliant

estock.as

(((

lRecommendation 2.5

ional: Recoin mendation 2;.5

Board approves the remuneration of senior

Non Compliant

Compliant

Recommendation 2.6



Compliant

Compliant

5. Board nomination and election policy

includes an assessment of the

effectiveness of the Board's processes in

the nomination, election or replacement

of a director.

Compliant

6. Board has a process for identifying the

quality of directors that is aligned with the

strategic direction of the company.

The Board asked for a list of possible

independent directors from the lnstitute of
Corporate Directors.

1. Board has overall responsibility in ensuring that
there is a group-wide policy and system governing

related party

transactions (RPTs) and other unusual or

infrequently occurring transactions.

Compliant

Compliant

2. RPT policy includes appropriate review

and approval of material RPTs, which

guarantee fairness and transparency of
the transactions.

3. RPT policy encompasses all entities within the group,

taking into account their size, structure, risk profile and

complexity of operations.
Compliant

Please refer to the attached Annex F - Policy on
Related Party Transaction Section lll page 13 -

26, this link:

https://www.eastwestbanker.com/info/ew Co

mpPolicies.asp and Section 3.7 Annex A -

Corporate Governance Manual page 29-31

( ((

4..Board nomination and election policy

includes how the board shortlists

candidates.

Optional: Recommendation to 2.6

1. Company uses professional search firms or other

external sources of candidates (such as director
databases set up by director or shareholder bodies)

when searching for candidates to the board of
directors.

Compliant

lement to Recommendations 2.7



((

Compliant
PIease refer to the attached Annex F - Related

Party Transaction Policy Section C page 14 - 77

and Section E page 18 - 26

1. Board clearly defines the threshold for
disclosure and approval of RPTs and

categorizes such transactions according

to those that are considered de minimis or

transactions that need not be reported or

announced, those that need to be disclosed, and those

that need prior shareholder approval. The aggregate

amount of RPTS within any twelve (12)

month period should be considered for
purposes of applying the thresholds for
disclosure and approval

Compliant

Please refer to the attached Annex F - Related

Party Transaction Policy Section E number 6

page 20

2. Board establishes a voting system whereby a

majority of non-related party shareholders approve

speclfic types of related party transactions during

shareholders' meetings.

Compliant

1. Board is primarily responsible for approving the

selection of Management led by the Chief Executive

officer (CEO) and the heads of the other control

functions (Chief Risk Officer, Chief Compliance Officer

and Chief Audit Executive).

Please refer to the attached Annex A -

Corporate Governance Manual Section 2.7 item
f page 1"0

2. Board is primarily responsible for assessing the
performance of Management led by the Chief

Executive Officer (CEO) and the heads of the other

control functions (Chief Risk Offlcer, Chief Compliance

Officer and Chief Audit Executive).

Compliant

Please refer to Annex A - Corporate Governance

Manual Section 2.7 item J page 11

1. Board establishes an effective
performance management framework that ensures

that Management's performance is at par with the
standards set by the Board and Senior Management.

Compliant

Please refer to the attached Annex A Corporate
Governance ManualSection 2.6 page 9

(

IRecommendation 2.8

tReaomri€iidation 2.9 I I



(((

Compliant

2. Board establishes an effective

performance management framework

that ensures that personnel's performance

is at par with the standards set by the Board and

Senior Management.

Please refer to the attached Annex A Corporate
Governance Manual Section 2.6 page 9

Compliant
1. Board oversees that an appropriate

internal control system is in place.

Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section 2.8 page

12-13 and this link:

https://www.eastwestbanker.com/info/ir annu

a l.a sp

2. The internalcontrol system includes a

mechanism for monitoring and managing

potential conflict of interest of the Management,

members and shareholders.

Compliant
Please refer to the attached Annex G - lnternal
Audit Charter

3. Board approves the lnternal Audit Charter.

Compliant

1. Board oversees that the company has in

place a sound enterprise risk management
(ERM) framework to effectively identify,

monitor, assess and manage key business

risks.

compliant

2. The risk management framework guides

the board in identifying units/business llnes and

enterprise-level risk exposures, as well as the

effectiveness of risk management strategies.

Please refer to the attached Annex A -

Corporate Governance Manual Section 2.7

letter e paBe 10, Section 3.3 Risk Management
Committee page 20-21 and the Risk

Management Section of the Annual Report

through this link:

https://www-eastwestbanker.com / inf o /ir annu
a l.asp

1. Board has a Board Charter that formalizes

and clearly states its roles, respo nsibilities

and acco u nta bilities in carrying out its

fiduciary role.

Compliant

Compliant
2. Board Charter serves as a guide to the

dlrectors ln the performance of their functions.

Compliant
3. Board Charter is publicly available and

posted on the company's website.

Please refer to Annex A- Coporate Governance

ManualSection 2 Board of Directors page 5-16

Recommendation 2.1C

Recommendation 2.11

Recomme ndation 2.12 I

lAdditiondl Recommendation to Principle 2



Compliant

1. Board has a clear insider trading policy Please refer to the attached Annex A -

Corporate Governance Manual Section lll.3
page 53 and this link:

httos://www.eastwestbanker.com/info/ew Co

Po licie s. a sm

Please refer to the attached Annex F - Related

Party Transaction PPM Section lll A page 13

and Section lll.1 page 51 Annex A Corporate
Governance Manual

1. Company has a policy on granting loans

to directors, either forbidding the practice

or ensuring that the transaction is conducted at arm's

length basis and at market rates.

2. Company discloses the types of decision

requiring board of directors' approval- Please refer to the attached Annex A -

Corporate Governance Manual Section
pages 10-12 and Section Section lll.1 pa

52

ges 51-

Compliant

1. Board establishes board committees that
focus on specific board functions to aid in

the optimal performance of its roles and

respo nsibilities.

Please refer to the attached Annex A -

Corporate Governance Manual Section 3 page

17 to 21 and this link -

httos://www.eastwestban ker.c

rdComm.asp
om/info/ew Boa

1. Eoard establishes an Audit Committee to
enhance its oversight capability over the

company's financial reporting, internal

control system, internaland external audit
processes, and co m plia nce with
a pplicable laws and regulations.

Compliant

Please refer to the attached Annex A -

Corporate Governance Manual pages 22 -26 and
these links:

https://www.eastwestbanker.com
rdcomm.asp and Annua I Re

Governance Section

https://www.eastwestbanker.com

porateport Cor
/ew Bqa/info

lint-q/ rr annu

al.asp

(((

Compliant

Compliant

Principle 3: Board committees should be set up to the extent possible to support the effective performance of the Board's functions, particularly with respect to audit, risk

committees established should be contained in a publicly available Committee Charter.

lRecommendation 3.1

lRecommendation 3.2



(((

2. Audit Committee i5 composed of at least

th ree appropriately qualified nonexecutive

directors, the majority of whom,

including the Chairman is independent. Compliant

Annex A - Corporate Governance Manual
Section 3.4 page 22 and these links -

httos://www.eastwestba nker.co m/info/ew Boa

rdComm.as and

httDs://www.eastwestbanker.co m/info/ir annu

al.asp

3. All the members of the committee have

relevant background, knowledge, skills,

and/or experience in the areas of
accounting, a ud iting and finance.

Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section 3.4 page

22 and this link -

ht s www.eastwest nk r I boa

rd.asD

4. The Chairman of the Audit Committee is

not the Chairman of the Board or of any

other committee.

1. Audit Committee approves all non-audit

services conducted by the external

auditor.

Compliant

Compliant

Please refer to this link -

https://www.eastwestbanket.!eln/info/ew boa

rd.asp

Non-external Audit services conducted by SGV

include Annual VAPT and Mobile VAPT. These

were approved by the Audit Committee as

follows:

Annual VAPT - December 8, 2016 Audit

Committee Meeting*
Mobile VAPT - May 18, 2017 Audit Committee
Meeting+

Annual VAPT 2018 - May 24, 2018 Audit
Committee Meeting* *

Please refer to the Attached Annex C for the
Proof of Audit Committee's approval of non-

audit seervices and Annex A -Corporate

Governance Manual Section 3.4 page 25

lSupplement to Recc mendation 3.i I



Compliant

2. Audit Committee.conducts.regular

meetings and dialogues with the external

audit team without anyone from

manaSement present.

For 2017, there's no Audit Committee Meeting
without the presence of Management. Although
the Auditcom charter provides that the
committee may meet with the internal and

external auditor without manaBement's
presence. Since the external audit plan and

results thereof were presented as one of the
agenda during regular auditcom meetings,

management were also present said meetings.

Compliant

Please refer to this link: Annual Report -

Corporate Goverenance Section

www.eastwestbanker.com/info/ir annu

al.asp and Annex H - lA Memo 2018{02
httD s:

1. Audit committee meet at least four times

during the year.

2. Audit Committee apProves the

appointment and removal of the internal

auditor.

Please refer to the attached Annex A Corporate
Governance Manual Section 3.4 lnternal Audit
page 25

1. Board establlshes a Corporate

Governance Committee tasked to assist

the Board in the performance of its

corporate governance responsibilities,

including the functions that were formerly
assigned to a Nomination and

Remuneration Committee.

Compliant

Please refer to the attached Annex A -Corporate

Governance ManualSection 3.2 page 18 and

this link:

ftlps://www.eastwestba nker.com/info/ew Boa

dlsCI rn alp

2. Corporate Governance Committee is

composed of at least three members, all

of whom should be independent directors
Compliant

Annex A - Corporate Governance Manual

Section 3.2 page 18 and these links:

astwestbanker.com/info/ew Boa

www.eastwestba nker.com/info

hulr1rrylcrs€

/ew boa

rdCor]lm.asp and

hups:l
d.qjp

(((

loptioinal: Recornmendation 3.2

Compliant

Recommendatic



Compliant

Annex A - Corporate Governance Manual

Section 3.2 page 18 and these links:

https:11try!vu',eastwestbanker.com /info/ ew Boa

https://www.eastwestbanker.com/info/ew boa

rd.asp

rdComm.as and

3. chairman of the corporate Governance

Committee is an independent director.

Please refer to this link: Annual Report-

Corporate Governance Section

www.eastwestbanker.com/info/ir annu

al-asp and

lltps:/l4rww.eastwestbanker.com/info/ew Boa

Comm.as

httos://

1. Corporate Governance Committee meet

at least twice during the year.

Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section 3.3 page

20 and this link:

httos://www.eastwestba nker.com

rdComm.as
/info/ew Boa

1. Board establishes a separate Board Risk

Oversight Committee (BROC) that should

be responsible for the oversight of a company's

Enterprise Risk Management system to ensure its

functionality and effectiveness.

Compliant

Please refer to the attached Annex A -

Corporate Governance ManualSection 3.3 page

20 and these links:

httos://www.eastwestba nker.com

https://www.eastwestba nker.com/info/ew boa

rd.asp

/info/ew Boa

rdComm.as and

2. BROC is composed of at least three

members, the majority of whom should be

independent directors, including the

Chairman.

Compliant

Please refer to the attached Annex A -

Corporate Governance ManualSection 3.3 page

20 and these links: and these links:

/www.eastwestbanker.com/info/ew Boa

[qqrs:1/www.eastwestba nker.com / inf o / ew bo a

rd.asp

https:/
rdComm.as and

3. The Chairman of the BROC is not the

Chairman of the Board or of any other
committee.

(((

Optional: Recommendation 3'3

Compliant



(((

Compliant

Please refer to the attached Annex A -

Corporate Governance ManualSection 3.3 page

20 and this link:

https:/lwww.eastwestbanker.com/info/ew boa

rd.asp

4. At least one member of the BROC has

relevant thorough knowledge and

experience on risk and risk management

Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section 3.7

pages 29-31 and this link:

httos://www.eastwestbanker.co
rdCom m

m/info/ew Boa

1. Board establishes a Related Party

Transactions (RPT) Committee, which is

tasked with reviewing all material related

party transactions of the company.

Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section 3.7 page

29 and these links:

httos://www.easlwestbanker.com/info/ew Boa

rdComm.aso and

https://www.eastwestbanker.com/info/ew boa

rd.as

2. RPT Committee is composed of at least

three non-executive dlrectors, two of
whom should be independent, including

the Chairman.

Compliant

1. All established committees have a

Committee Charter stating in plain terms
their respective purposes, memberships,

structures, operations, reporting process,

resources and other relevant information

Compliant
2. Committee Charters provide standards for
evaluating the performance of the Committees.

Please refer to this link:

lrttps://www.eastwestbanker.com/info/ew Boa

compliant

3. Committee Charters were fully disclosed

on the compa ny's website.

Please refer to this link:

f; tlps:lllvww.eastwestbanker.com/info/ew Boa

rdComm.asp

Principle 4: To show full commitment to the company, the directors should devote the time and attention necessary to properly and effectively
time to be familiar with thesufficin udinm their duties and

Recommendation 3.5

Recommendation 3,5

rdComm.asp

Recommendataon 4,1



Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section 2.4 page

8 and these links:

tttps://www.eastwestbanker.com/info/ew Boa

and 2017 Annual Report -

Corporate Governance Section

httos://www.eastwestba nker.com /info/ir annu

rdComm.as

1. The Directors attend and actively

participate in all meetings of the Board,

Committees and shareholders in person or

through tele-/videoconferencing
conducted in accordance with the rules

and regulations of the commission.

Compliant
2. The directors review meeting materials for all Board

and Committee meetings.

Please refer to Annex A - Corporate
Governance Manual Section 6.2 page 41.

Compliant

3. The directors ask the necessary questions

or seek clarifications and explanations

during the Board and Committee meetings.

All discussions, questions or clarifications during

Board or Committee meetings are recorded in
the minutes of the meetings. Such minutes are

made available to stockholders and regulators,

when requested in writing.

Compliant

1. Non-executive directors concurrently serve in a

maximum of five publiclyJisted

companies to ensure that they have

sufficient time to fully prepare for minutes,

challenge Management's proposals/views, and oversee

the long-term strategy of the company.

Please refer to the attached Annex A -

Corporate Governancer Manual Section 4.8
page 39 and this link:

https://www.eastwestbanker.com

rd.asp

/info/ew boa

1. The directors notify the company's board

before accepting a directorship in another

company.
Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section 4.8 paBe

39

1. Company does not have any executive

directors who serve in more than two boards of listed

companies outside of the u

Please refer to this link:

https://www.eastwestbanker.com/info/ew boa

rd.as

2. Company schedules board of directors'

meetings before the start of the financial
year.

Please refer to this link: Annual Report -

Corporate Governance Section

tr annuwww.eastwestban r. mhtt
a l.a sp

Recommendation 4.3

Optional: Principle 4

(( (

a l.a sp

Recommendation 4.2

Compliant

Compliant



refer to this link:2017 Annual Report -

Corporate Governance Section

https://www.eastwestban ker.com/info/ir annu

al.aip

Regular Meetings - 12

Special Meetings - 1

Organizational Meeting 1

Please

majority of the Directors shall constitute a
uorum . Please refer to the attached Annex A -

Corporate Governance Manual Section 2.5 page

A

q

9

4. Company

at least 2/3
requires as minimum quorum of

for board decisions.

Principle 5: The board should endeavor to exercise an objective and independent judgment on all corporate affairs

Compliant

Please refer to the attached Annex A -

Corporate Governance ManualSection 2.2 page

6

1. The independent directors possess all the
qualifications and none of the

d isq ua lifications to hold the positions. Compliant

lease refer to the attached Annex A - Corporate

Governance Manual Section 4.2 pages 31to 33

and Section 4.3 pages 33 to 37

Compliant

1. Company has no shareholder agreements,

by-laws provisions, or other arrangements

that constrain the directors'ability to vote

independe ntly.

Please refer to Annex A - Corporate Governance

Manual Section 2.3 page 7 and Section 4.3 page

1.. The independent directors serve for a

cumulative term of nine years (reckoned

from 2012 ).

Compliant
Please refer to the attached Annex A -

Corporate Governance Manual Section 4.6 page

38

(((

Compliant

Recommendation 5.1

1. The Board has at least 3 independent

directors or such number as to constitute
one-third of the board, whichever is higher.

Recommendation 5.2

Supplement to Recommendation 5.2

Recommendation 5.3



({(

Please refer to the attached Annex A -

Corporate Governance Manual Section 4..6

page 38

2. The company bars an independent

director from serving in such capacity after
the term limit of nine years. Compliant

3. ln the instance that the company retains

an independent director in the same

capacity after nine years, the board
provides meritorious justification and seeks

shareholders' approval during the annual shareholders'
meeti

Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section 4.6 pa8e

38

compliant
Please refer to this Link :

httos://www.eastwestbanker.co
rd.a s p

m boanfo
1. The positions of Chairman of the Board

and Chief Executive Officer are held by

se rate individuals.

2. The Chairman of the Board and Chief

Executive Officer have clearly defined
responsibilities.

Compliant

Please refer to the attached Annex A -

Corporate Governance Manua Section 2.9,2.1O

and 2.11pages 14 and 15

As a Bank, the Board ensures full

compliance with BSP Circular No.969
- Enha nced Corporate Governance

Guidelines for BSP Supervised

Financial lnstitutions. Under this

Circular, the Chairman of the Board

shall be a non-executive director or

an independent director. A lead

independent director shall only be

designated if the position of the

Chairman of the Board and the CEo

are held by one person. Therefore,

East West Bank remains compliant

with banking regulations.

1. lf the Chairman of the Board is not an

independent director, the board

designates a lead director among the
independent directors.

Not Compliant

Recommendation 5.6

Recommendation 5.4

Recommerdation 5.5



.1".Oirectors wlth material interest in a

transaction affecting the corporation

abstain from taking part in the
deliberations on the transaction.

Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section lll.2
page 52 - 53.

1. The non-executive directors (NEDs) have

separate periodic meetings with the external auditor
and heads of the internal audit, compliance and risk

functions, without any executive present.
Compliant

2. The meetings are chaired by the lead

independent director.

Please refer to the attached Annex A -

Corporate Governance Manual Section 2.4 page

9

1. None of the directors is a former CEO of
lhe company in the past 2 years.

and assess whether it etenciesossesses the r ht mix of back rounds and com

1. Board conducts an annual self-assessment

of its performance as a whole.
Compliant

2. The Chairman conducts a self-assessment

of his performance. Compliant

3. The individual members conduct a selfassessment of
their performa nce.

Compliant

4. Each committee conducts a self-assessment of its
performance. Compllant

Please refer to the attached Annex I - Sec cert
on the Approval of the Board on the latest

conduct of self assessment of the board

(((

Recommendation 5.7

Compliant

Compliant

Recommendation 5.1



(((

The Corporate Governa nce Manual

includes a provision that "if deemed

needed by the Board, an external
facilitator may be engaged to assist

the Board in assessing its
performance, individual directors,

and Committees." To date, the Board

has allowed the corporate

Governance and Compliance

Committee to conduct the yearly

assessments in accordance to its
Charter and the Corporate

Governance Manual.

5. Every three years, the assessments are

supported by an external facilitator.

1. Board has in place a system that provides,

at the minimum, criteria and process to
determine the performance of the Board,

individ ual directors and committees.

Compliant

2. The system allows for a feedback

mechanism from the shareholders. Compliant

Please refer to the attached Annex A -

Corporate Governance Manual Section X page

62

Principle 7: Members of the Board are duty bound to apply high ethical standards, taking into account the interests of all stakeholders.

1. Board adopts a Code of Business Conduct

and Ethics, which provide standards for
professional and ethical behavior, as well

as articulate acceptable and

unacceptable conduct and practices in

internaland external dealings of the
co m pa ny.

Compliant

Please refer to this Link :

https://www.eastwestbanker.com/info/ew cob

ce.a sp

Not Compliant

Recommendation 6.2

Recommendation 7.1
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2. The Code is properly disseminated to the
Board, senior management and employees.

Please refer to this !ink :

www.eastwestbanker.com/info/ew cob

ce.a sp

https://

3. The Code is disclosed and made available

to the public through the company website.
Compliant

Please refer to this Link -

https://www.eastwestbalket.cqm/inlo/ew sab
ce.a s p

1. Company has clear and stringent policies

and procedures on curbing and penalizing

company involvement in offering, paying

and receiving bribes.
Compliant

Please refer to this link :

https://www.eastwestbanker.com/info/ew cob

ce.a sp

1.. Board ensures the proper and efficient
implementation and monitoring of compliance with
the Code of Business

Conduct and Ethics.

Compliant

2. Board ensures the proper and efficient
implementation and monitoring of
compliance with company internal policies.

Compliant

1. Creation of a structure / framework to ensure

proper implementation of the CODE ; this is

embodied in the attached CoDE Charter
2. Violations are tracked and monitored ; CEO is

provided a copy of the weekly CoDE cases

Please refer to the attached Annex Q - Code of
Discipline and Ethics (CODE) Committee Charter

Supplemental to Recommendation 7.1

Recommendation 8.1

Compliant

Recommendation 7.2

Dlsclosure and Transparency
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1. Board establishes corporate disclosure
policies and procedures to ensure a

comprehensive, accurate, relia ble and

timely report to shareholders and other
stakeholders that gives a fair and

complete picture of a company's financial
condition, results and business operations

Compliant

Please refer to this link :

https://www.eastwestbanker.com/info/ir share

in fo. a s!

1. Company distributes or makes available
annual and quarterly consolidated reports,
cash flow statements, and specialaudit
revisions. Consolidated financial statements are
published within ninety (90) days from the end of the
fiscalyear, while interim reports are published within
fortyfive (45) days from the end of the reporting
period.

Compliant

http;//edee.pse.com. ph/

rm.do?cmpv id=634 and

httos://www.eastwestbanker.co

QReoortfortheoeriodendedSe

https://www.eastwestba nke

Please refer to this link:

df

$!

comoanvDisclosures/fo

ote

r.com/info/ir sec.a

nfo/ose/\7-
.ombe1302017

2. Company discloses in its annual report the principal
risks associated with the identity of the company's
controlling shareholders; the degree of ownership
concentration; cross-holdings among company
affiliates; and any imbalances between the controlling
shareholders'voting power and overall equity position
in the company.

Compllant

Please refer to the following this link -

SEC Form 17-A Part lll item 11 page 60:

httos://www.eastwestbanker.com

175ECForm 17-A.Ddf: SEc Form 20-lS item4

www.eastwestba nker.com/info/pse/Def
in itivelnformationStatementforAnnualStockhold

ersMeetingonApril2020lS.pdf;

httos://www.eastwestbanke
initive I nformationStatementforA

page 7

https://

m

nn ualStockho ld

ersMeeting o nApril202018. pdf

linfo I ose l2O

r.co /info/ose/Def

8.2



(((

1. Company has a policy requiring all
directors to disclose/report to the
company any dealings in the company's
shares within three business da

Compliant

2. Company has a policy requiring all officers
to disclose/report to the company any
dealings in the company's shares within
three business days.

Compliant

Please refer to Annex A - Corporate Governance

Section lll.2 page 52

1. Company discloses the trading of the
corporation's shares by directors, officers
(or persons performing similar functions)
and controlling shareholders. This includes
the disclosure of the company's purchase
of its shares from the market (e.g. share
buy-back program).

Compliant

Please refer to this link :

https://www.eastwestbanker.com/info/EWCon

httos://www.eastwestbanker.
info.a s p

elomerateMa oSe andm

C o n

be130.2017.odf

m/i folir share

httos://www.eastwestba nker.corn

rd.asp and

https://www.eastwestbanker.com/infolbsq/Pte
liminarvlnformationStatementforAnnu

ld e rsM eetinsonApril202018. pdf
alStockho

boanfo ew
Please refer to this link :1. Board fully discloses all relevant and

material information on individual board
members to evaluate their experience
and qualifications, and assess any
potential conflicts of interest that might
affect their judgment.

Compliant

Please refer to this 2017 Annual Report under

5enior Management Section link

https://www.eastwestba nker.co

a l.a sp

m/info/ir annu

2. Board fully discloses all relevant and
material information on key executives to
eva luate their experience and
qualifications, and assess any potential
conflicts of interest that might affect their
judgment

Compliant

16mentto Reconlmeidat on I .2

Recoiirmendaiioii8. j

mendation 8.4



(((

1. Company provides a clear disclosure of its.
policies and procedure for setting Board
remuneration, including the level and mix
of the same. Compliant

Please refer to this link : Annual Report -

Corporate Governance Section

www.eastwestbanker.com/info/ew Co

mpPolicies.asp and Annex A - Cor

Governance Manual Section 4.9 page 40

porate
https://

2. Company provides a clear disclosure of its
policies and procedure for setting
executive remuneration, including the
level and mix of the same. Compliant

Please refer to this link : Annual Report -

Corporate Governa nce Section

httos://www.eastwestba nker.com/info/ew Co

Governance ManualSection 4.9 page 40
andAnnexA-Corporatem Policies.a s

Following disclosures made by other
publicly listed banking institutions,

the Bank discloses the remuneration

of the Board on a collective basis.

The same is applled for the Top 5

Executives of the Bank.

3. Company discloses the remuneration on
an individual basis, including termination
and retirement provisions.

1. Company discloses its policies governing
Related Party Transactions (RpTs) and other
unusual or infrequently occurring transactions in their
Manual on Corporate Governance.

Not Compliant

Compliant

Please refer to the attached Annex F - Related

Party Transaction Policy Section lll.B page 14

2. Company discloses material or significant
RPTs reviewed and approved during the
year.

Compliant

Please refer to this link under Corporate

Governance - Material Related Party

Transaction

https://www.eastwestlanke r.es lnllllsln
a l.a sp

lRecommq!dation 8_S i I

lement to Recommendation 8.5
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l..Company requires directors to disclose
their interests in transactions or any other
conflict of interests. Compliant

Please refer to the attached Annex A.-

Corporate Governance Manual Section lll.2

page 52 and this link :

stbanker.com/info/ew Co

Policies.asm

httos://www.eastwe

1. Company discloses that RPTS are

conducted in such a way to ensure that
they are falr and at arms' length.

Please refer to the Annex A - Corporate

Governance Manual Section lll.1 page 51-52 and

the attached Annex F- Related Party Transaction

Policy

1. Company makes a full, fair, accurate and
timely disclosure to the public of every
material fact or event that occur,
particularly on the acquisition or disposal
of significant assets, which could adversely
affect the viability or the interest of its
shareholders and other sta keholders.

Compliant

www.eastwestbanker.com/info/ir irpro
qram.asp
https://
Please refer to this link -

2. Board appoint an independent party to evaluate the
fairness of the transaction price of the acquisition or
disposal of assets Compliant

Please refer to Annex A - Corporate Governance

Manual section 2.7 p page 12

1. Company discloses the existence,
justification and details on shareholder
agreements, voting trust agreementS,
confidentia lity agreements, and such
other agreements that may impact on
the control, ownership, and strategic
direction of the company

There is no agreement on these matters. lf one

will exist in the future, as a listed company, the

Bank will disclose.

Compliant

1. Company's corporate governance
policies, programs and procedures are
contained in its Manual on Corporate
Governa nce {MCG Please refer to this Link

(

Optional : Recommendation 8.5

Compliant

Recommendation 8.6

ement to Recommendation 8.6

Recommendation 8.7

Compliant



((

.2, Company's MCG is submitted to the SEC

and PSE.
com}ilarit"

3. Company's MCG is posted on its company
website.

1. Company submits to the SEC and pSE an
updated MCG to disclose any changes in
its corporate governa nce practices.

1. Does the company's Annual Report
disclose the followi information:

Compliant

Compliant

Compliant

Please refer to the attached Annex L - Proof of
CG Submission to SEC

Please refer to this link under Corporate
Governa nce

https://www.eastwestbanker.com/info/ir annu

al.asp

a. Co orate ob ctives Compliant
b. Financial rformance indicators Compliant
c. Non-fina ncial performance indicators Compliant
d. Dividend Pol icy Compliant
e. Biographical details (at least age,
academic qualifications, date of first
appointment, relevant experience, and other
directorships in listed companies) of all directors

Compliant

t. Attendance details of each director in
all directors meetings held during the year Compliant

8. Total remuneration of each member of
the board of directors. Compliant

2. The Annual Report contains a statement
confirming the company's full compliance
with the Code of Corporate Governance
and where there is non-compliance,
identifies and explains reason for each
such issue.

Compliant

Please refer to this link: under Corporate

Governance

https://www.eastwestbanker.com/info/ir annu

al.asp

tt s www.eastwestba
CorpGov.pdf

n

(

Supplement to Recommendation 8.7

Optional: P',inc iple 8



(((

3. The Annual Report/Annual CG Report
discloses that the board of directors
conducted a review of the company's
material controls (including operationa l,

financial and compliance controls) and
risk management systems.

Compliant

Please refer to this link under Corporate

Governa nce

www.eastwestbanker.com/info/ir annu

a l.a sp

https://

4. The Annual Report/Annual CG Report
contains a statement from the board of
directors or Audit Committee commenting
on the adequacy of the company's
internal controls/risk management systems

compliant

Please refer to this link under Corporate

Governance Section

https://www.eastwestbanker.com/info/ir annu

al.asp

Principle 9: The company should establish standards for the appropriate selection of an external auditor, and exercise effective oversight of the

Compliant
a l.a sD

Compliant

httos://www.eastwestbanker.com /t r annuinfo

social, econom ic ).

msa e to tS re nhe ht e rnext e Ia uda r'ito Is den n ed ance dn ne ah ance ud t UAngt pe

1. Audit Committee has a robust process for
a pproving and recommending the
appointment, reappointment, removal,
and fees of the external auditors.

Please to the attached Annex G lnternal Audit

Charter pages 3- 4

Please refer to this link under Risk Management

Section and Corporate Governance section:

5. The company discloses in the Annual
Report the key risks to which the company
is materially exposed to (i.e. financial,
operational including lT, environmental,

2. The appointment, rea ppointment,
removal, and fees of the external auditor is
recommended by the Audit Committee,
approved by the Board and ratified by the
shareholders.

Compliant

Yes, the Audit Committee recommends except

for the Board last April 20, 2018 where the

shareholders deleBated to the Board the
aforesaid appointment. All previous

appointments were approved unanimously by

all shareholders present in the meeting either in

person or by proxy.

No. Shares: 1,218,797 ,533
Percentage: 81.25 %

Recommendatioi 9.1



(((

3. For removal of the.external auditor, the
reasons for removal or change are disclosed to the
regulators and the public through the company
website and required disclosures. Compliant

This is not applicable since the Bank has not

removed or replaced its external auditor.
However, in the event of a removal or change of
external auditor, the Bank, as a publicly listed

company, shall disclose the reasons for such to
its regulators and the public.

1. Company has a policy of rotating the lead audit
partner every five years.

Compliant

The Bank abides by BSP's Manual of Regulations

for Banks (MORB) - Appendix 43 Section D.2

which states that universal banks "which have

engaged their respective external auditors

and/or auditing firm for a consecutive period of
five (5) years or more

as of 1.8 September 2009 shall have a one (1)-

year perlod from said date within which to
either change their external auditors and/or
auditing firm or to rotate the lead and/or
concurring partner." SGV, the Bank's External

Auditor, is an accredited auditing firm under

Category A which includes universal banks.

Supplement to Recommendation 9.1

Recommendation 9.2
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1. Audit Committee Charter includes the
Audit Committee's responsibility on:

i. assessing the integrlty and

independence of external auditors;

ii. exercising effective oversight to
review and monitor the external
auditor's independence and

objectivity; and

iii. exercising effective oversight to
review and monitor the

effectiveness of the audit process,

taking into consideration relevant

Philippine professional and

regulatory req uirements.

Compliant

Please refer to the attached Annex G - Audit
Charter page 3-4 and thls link
https:/lwww.eastwestba nker.com/info/ew Boa

rdComm.asp

2. Audit Committee Charter contains the
Committee's responsibility on reviewing
and monitoring the external auditor's
suitability and effectiveness on an annual

basis.

1. Audit Committee ensures that the external auditor is

credible, competent and has the ability to understand

complex related party transactions, its counterparties,
and valuations of such transactions.

Compliant

Compliant

Please refer to the attached Annex G - Audit
Charter and this link
httos://www.eastwestbanker.com/info/ew Boa

Please refer to the attached Annex G - Audit
Charter and this link
https://www.eastwestba nker.com/info/ew Boa

rdComm.asp

rdComm.aso

2. Audit Committee ensures that the external auditor
has adequate quality control procedures.

Compliant

Please refer to the attached Annex G - Audit
Charter and this link
https://www.eastwestbanker.com/info/ew Boa

rdComm.asp

Recommendation 9.3



(((

1. Company discloses the nature of non-audit services

performed by its external auditor in the Annual Report

to deal with the potentialconflict of interest.
Non-Compliant

2. Audit Committee stays alert for any

potential conflict of interest situations,
given the guidelines or policies on non-audit

services, which could be viewed as

impairing the external auditor's objectivity.

Compliant

To ensure no possible conflict of interest, non-

audit services are approved by the Audit
Committee.

Audit Committee approves the non-

audit services and ensures that there
is no potential conflict.

1. Fees paid for non-audit services do not
outweigh the fees paid for audit services.

Non-Compliant
Fo( 2077, there were several special

pro.jects/engagements rendered by

the the Bank's external auditor.

1. Company's external auditor is duly

accredited by the SEC under Group a category

Compliant

Provide information on company's

external auditor, such as:

1. Name of the audit
engagement partner -

Josephine Adrienne A. Abarca

2. Accreditatlon number -

0466-4R-3 (Group A)

3. Date Accredited;
February 09, 2016

4. Expiry date of accreditation;
and February 8, 2019

5. Name, address, contact
number of the audit firm. -

Sycip Gorres Velayo & Co./6760 Ayala Avenue,
1266 Makati City Philippines 891-0307

2. Company's external auditor agreed to be

subjected to the SEC Oversight Assurance

Review (SOAR) !nspection Program

conducted by the sEC's office of the

General Accou nta nt (OGA).

Compliant
For the year 2017, SGV was not subjected to
SOAR and has not yet received any advice from
the SEC for the said inspection

Supplement to Recommendation 9.3

Add:tional Recommendation to Principle 9
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Principle 10i-The (ompany should ensure that the.material and reportable non-financial and sustainability issues are disclosed.

1. Board has a clear and focused policy on

the disclosure of non-financial information,
with emphasis on the management of
economic, environmenta l, social and
governance (EESG) issues of its business,

which underpin sustainability.

Compliant

Please refer to this link under Our People and

ther Community Section

https://www.qastwestbanker.com/info/ir annu

al.asp

2. Company adopts a globally recognized

sta ndard/fra mework in reporting

sustainability and non-fina ncial issues. Compliant

The Audited Financial Statement of East West

Banking Corporation were prepared in

compliance with Phillppine Financial Reporting

Standards.

Principle 11: The company should maintain a comprehensive and cost-efficient communication channel for disseminating relevant information. This channel is

crucialfor informed decision-making by investors, stakeholders and other interested users.

1. Company has media and analysts'

briefings as channels of communication to
ensure the timely and accurate dissemination of
public, materlal and relevant information to its
shareholders and other investors.

Compliant httos://www.eastwestba nker.com

Please refer to this link :

es.a5p

/info/ir invor

1. Company has a website disclosing up-to-date
information on the following:

Compliant

a. Financaal statements/repo rts (latest

ua rte rl ).
Compliant

b. Materials provided in briefings to
analysts and media.

Compliant

c. Downloada ble annual report. Compliant
d. Notice of ASM and/or SSM Compliant
e. Minutes of ASM and/or SSM Compliant
f. Company's Articles of lncorporation
and By-Laws.

Compliant

www.eastwestba n ker.com/S:httD

Please refer to this llnk -

1. Company complies with SEC-prescribed

website tem plate. Compliant
Please refer to this link -

https://www.eastwestban ker.com/

Recommendation 10.1

Supplemental to Principle u

hternal Control System and Risk Managiement Framework

R€commendation 11.1

Additional Recomme ndation to Principle 11
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Principle 12: To.ensure the integrity, transparency and proper Sovernance in the conduct of its affairs, the company should.have a strong and

effective internalcontrol system and enterprise risk management framework.

Compliant

1. Company has an adequate and effective

internal control system in the conduct of its

business.

On an annual basis, lnternal Audit prepares an

Audit Work Plan based on a 3-year cycle, which
is reviewed and approved by the Audit
Committee, with whom the lnternal Audit
functionally reports. The annual audit work
plan is developed based on the results of the
risk assessment conducted by lnternal Audit.
The risk assessment methodology is also being

reviewed and confirmed / approved by the
Audit Committee on an annualbasis. lnternal
Audit reports the results of audit reviews during
the committee's regular meeting. lA also

reports the status of corrective/ remedial
measures undertaken on high and medium risk

issues. For 201.7, the Audit Committee met L2

times. lA also monitors the accomplishment of
the work plan quarterly and reports the same to
the Audit Committee on a semi-annual basis.

Please refer to the attached Annex A -

Corporate Governance Manual Section 3.4
lnternal Control

Compliant

Please refer to this link under Risk Management

al-aso

nker.com/info/ir annuhttDs://www.eastwest

1. Company has a formalcomprehensive

enterprise-wide compliance program covering

compliance with laws and relevant regulations that is

annually reviewed. The program includes

appropriate training and awareness initiatives to
facilitate understanding, acceptance and compliance

with the said issuances.

Compliant

Please refer to the attached Annex M -

Compliance Program

Recommendation 12.1

Supplement to Recommendations 12.1

2. Company has an adequate and effective

enterprise risk management framework in

the conduct of its business.
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1. Company has a governance process on lT
issues including disruption, cyber security,

and disaster recovery, to ensure that all

key risks are identified, managed and

reported to the boa rd.

Compliant

The lT Steering Committee, a Management
Level Committee, is tasked with the following:
1. Evaluates, approves, monitors and prioritizes

lT projects;

2. Monitors progress of lT Strategic Plan,

regularly reviews the plan and identify
opportunities that will align the plan to the
Bank's business strategy;

3. ldentifies business solutions that may

leverage technology; and

4. Reviews lT policies, procedures and

standards, when needed.

The discussion points of the lT Steering

Committee are reported to the Board of
Directors on a regular basis.

Compliant
ln House

1. Company has a qualified Chief Audit
Executive (CAE) appointed by the Board.

Compliant

Ms. Eloida l. Oq uia lda

Please refer to Annex A - Corporate Governance

Manual pages 46 - 48 and this lin k - Senior

Officers Section

https://www.eastwestbanker.com/info/ir annu

a l.asp

Optianal: Bggommendation 12.1

Recommendation 12.3

.l

Recommendation 12.2

1. Company has in place an independent

internalaudit function that provides an

independent and objective assurance,

and consulting services designed to add

value and improve the company's operations.
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2. CAE oversees and is responsible for the
internal audit activity of the organization,

includinB that portion that is outsourced to
a third party service provider.

Compliant

lease refer to Annex A Corporale Governance

Manual pages 47- 48
.3'--wyt

3. ln case of a fully outsourced internal audit activity, a

q ualified independent

executive or senior management
personnel is assigned the responsibility for managing

the fully outsourced interna I

audit activity.

This is not applicable since the Bank's internal

audit activity is conducted by an in house

division headed by a Chief Audit Executive.

1. Company has a separate risk

management function to identify, assess

and monitor key risk exposures.
Compliant

Please refer to this link under Risk Management

Section

httDs://www.eastwestbanker.co
al.asp and attached Annex A Corporate

Governa nce Manual pages 55-56

m/info/ir annu

1. Company seeks external technical

support in risk management when such

competence is not available internally.
Compliant

The Bank seek the expertise of SGV for the
implementation of significant risk management

ro rams.

1. ln managing the company's Risk

Management System, the company has a

Chief Risk Officer (CRO), who is the ultimate champion

of Enterprise Risk Management (ERM).

Compliant

Please refer to this link

https://www.eastwestbanker.com/info/ir annu

al.asp and page 44 -45 ofthe Corporate

Governa nce Manual

2. CRO has adequate authority, stature,
resources and support to fulfill his/her

res onsibilities.
Compliant

Pleaser refer to the attached Annex A -

Corporate Governance Manual page 44

Recommendation 12,4

Supplement to Recommendation 12.4

Additional Recommendation to Principle 12

Compliant

Recommendation 12,5
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1. Company's Chief Executive Officer and

Chief Audit Executive attest in writing, at

least annually, that a sound internal audit,

control and compliance system is in place

and working effectively.
Compliant

The Audit Committee reviews the effectiveness

and efficiency of internal control every meeting
where the results of the lnternal Audit reviews

are presented and discussed. Annually, the
Audit Committee prepares a formal report to
the Board of Directors with regards their
assessment of the effectiveness and adequacy

of the internal controls of the Bank, among

others.

Principle 13: The company should treat all shareholders fairly and equitably, and also recognize, protect and facilitate the exercise of their rights.

1. Board ensures that basic shareholder rights are

disclosed in the Manual on Corporate Governance Compliant
Please refer to the attached Annex A Corporate
Governa nce Manual page 58

2. Board ensures that basic shareholder rights are

disclosed on the company's website.
Compliant

Please refer to the attached Annex A Corporate
Governa nce Manual page 58

http://www.eastwestbanker.com

1. company's common share has one vote

for one share.

Compliant

Please access this link - Articl
https://www.eastwestbanker.com/info/Amend
edArticleofl ncorporation. pdf

https://www.eastwestbanker.com/info/CE RTOF

FILINGOFAM ENDE D BY-LAWSlO'2014. pdf

B Laws:

of ton

2. Board ensures that all shareholders of the same

class are treated equally with respect to voting rights,

subscription rights and transfer rights. Compliant

httos://www.eastwest ba nke r.corn
qlq5p and attached Annex A Corporate
Governa nce Manual page 58

/info/ir annu

Please refer to this lin k

Recommendation 13.1

Supplement to Recommendation 13,1

Cultivating a Synergic Relationship with Shareholders
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Compliant

3. Board has an effective,. secu re, and

efficient voting system.

The voting procedure is in the by laws and

shareholders are notified of this procedure in

the lS. Please refer to this link: By- Laws:

httos://www.eastwestbanker.com/info/CERToF
FILINGOFAM E N DE DBY-LAWS10-2014.pdf

Compliant

4. Board has an effective shareholder voting

mechanisms such as supermajority or
"majority of minority" requirements to
protect minority shareholders against

actions of controlling shareholders.

The right of the minority sharehokders is limited
to appraisal right in certain decisions where
they are glven that right by law.

Compliant

5. Board allows shareholders to call a special

shareholders' meeting and submit a

proposal for consideration or agenda item

at the AGM or special meeting.

The call for special shareholders' meeting is

stated in Article ll, Section 3 of the Bank's By-

Laws. Please refer to this link: B

www.eastwestba nker.com/info/CERTOF

FILINGOFAMENqEDBY'LAWS10-2014.pdf

httos:/l
- Laws:

Compliant

6. Board clearly articulates and enforces
policies with respect to treatment of
minority shareholders.

Please refer to the attached Annex A Corporate
Governance ManualSection Vlll page 58 - 59

7. Company has a transparent and specific

dividend policy.

1. Company appoints an independent party

to count and/or validate the votes at the
Annual Sha reholders' MeetinS.

Compliant

Compliant

Please refer to Corporate Governance Section

under this Iink

https://www.eastwestbanker.com

This is not applicable since the counting and

va lidating of votes at the Annua I Shareholders'

Meeting is attested to by the Corporate
Secreta ry.

al.asp

/info/ir annu

Optional: Recommendation 13,1

Recommendation 13.2
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Compliant

link:https://www.eastwestbanker.com
oticestock.as

/info/t n

Please refer to this1. Board encourages active shareholder

participation by sending the Notice of Annual and

Special Shareholders' Meeting with sufficient and

relevant information at least 28 days before the

meeting.

Compliant
1. Company's Notice of Annual Stockholders' Meeting

contains the followi information:

Compliant

a. The profiles of directors (i.e., age, academic

q ua lifications, date of first

a ppointment, experience, and

directorshi s in other listed companies)

Compliant
b. Auditors seeking appointment/reappointment

Compliant

Please refer to this link

https://www.eastweltba n ker.com/i nfo/pse/Def
ementforAnnualStockhold

e rsM eetingo nAp ri1202018. pdf
initivelnformationStat

c. Proxy documents

Compliant

Please refer to this link

https://www,q35twestbanker.com / inf o I pse/ Det

ementforAn nualStockholdinitivelnformationStat
ersMeetinsonA pri1202018. pdf

1. Company provides rationale for the

agenda items for the annual stockholders

meeting.

Compliant

linkhttos://www.eastwestbanker.co

https://www.eastwestbanker.com/info/ir stock

annual.as

m/info/ir s

ec.asp and

Please to this1. Board encourages active shareholder

participation by making the result of the
votes taken during the most recent

Annualor Special Sha reholders' Meeting

publicly available the next working day.

Compliant

Please refer to the link below for the Results of
the Annual Stockholders Meeting.
https://wwlv.eastwestbanker.com/info/ir stock

annual.asp

2. Minutes of the Annual and Special

Shareholders' Meetings were available on

the company website within five business

days from the end of the meeting.

supplemental to Recommendation 13.2

Optional: Recommendation 13.2

Recommendation 13.3

Supplem€nt to Recommendation 13'3

(
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Compliant

The external auditor and senior management
were present during the ASM and special

meeting.

1. Board ensures the attendance of the

external auditor and other relevant

individ ua ls to answer shareholders

questions during the ASM and SSM.

Compliant

1. Board makes available, at the option of a

sha reholder, an alternative dispute

mechanism to resolve intra-corporate

disputes in an amicable and effective

manner.

There has been no disbute raised by any

shareholder.

Compliant

2. The alternative dispute mechanism is

included in the company's Manual on

Corporate Governance.

Please refer to Annex A - Corporate Governance

Manual Section 2.7 $m

1- Board establishes an lnvestor Relations

Office (lRO) to ensure constant

engagement with its shareholders.

Compliant

Disclose the contact details of the
officer/office responsible for investor
relations, such as:

1. Name of the person

2. Telephone number

3. Fax number
4. E-mail address

Vincent A. Villanueva

Tel # - 5753888 local 3589

VAVilla n ueva @eastwestba n ker.co m

2. IRO is present at every shareholder's

meeting. Compliant
The IRO is always present during the Annual

Stockholders Meeting

Compliant

1. Board avoids anti-takeover measures or

similar devices that may entrench

ineffective management or the existing

controlling shareholder group.

Please refer to Section Vl item #6 of Annex A -

Corporate Governance Manual page 60-61

Supplemental Recommendations to Principle 13

Recommendation 13.5
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Compliant

Please refer to the link below:

https://www.eastylestba nker.com/info/pse/Pu
blicOUerShipReportasof Ma rch3 12018.pdf

2. company has at.least thirty percent (30%) j-
public float to increase liquidity in the
market.

Compliant

1. Company has policies and practices to
encourage shareholders to engage with
the company beyond the Annual Stockholders'

Meeting.

While the policies are not documented, it the
Bank's practice to have an open communication
policy with its stockholders. For instance, the
Chairman and the CEO entertain all comments
and suggestions of sharehokders raised thru
phone or email.

Compliant

This is not applicable since the Bank does not
use electronic votinB in absentia.

Principle 14: The rights of stakeholders established by law, by contractual relations and through voluntary commitments must be respected. Where stakeholders'

rights and/or interests are at stake, stakeholders should have the opportunity to obtain prompt effective redress for the violation of their rights.

Compliant

Please refer to the link under Corporate
Governa nce Section -

https://www.eastwestbanker.com/info/ir a nnu

a l.asp

1. Board identifies the company's various

stakeholders and promotes cooperation

between them and the company in

creating wealth, rowth and sustainability

Compliant

Please refer to the attached Annex A -

Corporate Governance ManualSection Vlll page

58-61

1. Board establishes clear policies and

programs to provide a mechanism on the

fair treatment and protection of stakeholders.

compliant

1. Board adopts a transparent framework
and process that allow stakeholders to
communicate with the company and to obtain redress

for the violation of their rights.

Optional: Principle 13

Duties to stakeholders

Recommendation 14.2

necommendation 14.3

Supplement to Recommendation 14.3

Recommendation 14.1

2. Company practices secure electronic

voting in absentia at the Annual

Shareholders' Meeting.

Please refer to Whistle-Blowing Policy under
this link
https://www.eastwestbanker.com/info/ew Co

mpPolicies.asp
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Compliant

Please refer to Annex A - Corporate Governance
Manual Section Vlll #6 Appraisal Right

1. Company establishes an alternative

dispute resolution system so that conflicts

and differences with key stakeholders is

settled in a fair and expeditious manner.

Compliant

The Bank has not sought any exemption from
the application of a law, rule or reSulation,
particularly on corporate governance issues.

1. Company does not seek any exemption

from the application of a law, rule or regulation

especially when it refers to a corporate governance

issue. lf an exemption was sought, the company

discloses the reason for such action, as well as

presents the specific steps belng taken to finally

comply with the applicable law, rule or regulation.

Compliant
Per Case Status Reports, there is no case related
to intellectual property rights issues.

2. Company respects intellectual property

rights.

Compliant stwestbanker.com linf o lir annu
al.as

eahttos://
Please refer to this link1. Company discloses its policies and

practices that address customers' welfare

Compliant

2. Company discloses its policies and

practices that address supplier/contractor

selection proced ures
Please refer to Annex O - Outsourcing Policy

Principle 15: A mechanism for employee participation should be developed to create a symbiotic environment, realize the company's goals and

participate in its corporate governance processes.

Compliant

1. Board establishes policies, programs and

procedures that encourage employees to
actively participate in the realization of the

company's goals and in its governance.

Through the performance management system,

each employees are required to develop a Key

Result Areas (KRAS) that is in line with the
Bank's objectives and strategies

Additional Recommendations to Principle L4

Optional: Principle 14

Supplement to Recommendatlon 15.1

Recommendation 15.1
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l..Company has a rewa rd/compensation ,". --

policy that accounts for the performance

of the company beyond short-term
fina ncial measures.

Cufrently, there is no stock plans being offered
to employees. However, the Bank's rewards
programs are generally hinged on performance

Generally, for both Merit and Performance

Bonus, the Eank uses past year's performance

as an indication of future performance. Both
programs aims to encourage people to perform

even better in the future.

Under its profit sharing scheme, if everyone
works as one and achieves the company's goals

together, all performers partake in the
compa ny's success.

lncentive plans are also in place for Customer

Service and Collections where eligible
employees are incentivized for attaining their
targets.

Please refer to these links:

https://www.eastwestba nker.com/info/ew Co

mpPolicies.asp and the Cor

Section in the Annual Report

httos://www.eastwestba n ker.

a l.asp

porate Governance

com/info/ir annu

2. Company has policies and practices on

health, safety and welfare of its employees

Compliant

Please refer to the attached Annex N - Learning

and Development policy and this link
https://www.eastwestba n k

qllsp
er.com/info/ir a nnu

Compliant

Compliant

3. Company has policies and practices on

training and development of its employees.

Recommeiidatlon 15.2
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Compliant

Please refer to this link

https://www.eastwestbanker.com/info/ew cob

ce.asp

1. Board sets the tone and makes a stand

against corrupt practices by adopting an

anti-corruption policy and program in its

Code of Conduct.

Compliant

During New Employees Orientation Program
(NEOP), a broad overview of the Committee On

Discipline and Ethics is discussed while the Code

of Conduct and Employee Handbook is handed

out during NEOP also. The receipt is

acknowledged by the new employee .

2. Board disseminates the policy and

program to employees across the

organization through trainings to embed

them in the company's culture.

Supplement to Recommendation 15.2
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The Bank has established that.bribery is a

serious offense under the Bank's Code of
Discipline, provided as follows:
Conflict of lnterest:
3.6 Receiving of gifts, percentage ad

commission in exchange for a favor to a client,
supplier, vendor or other third party with whom
the employee has a dealing in relation to his

work-

3.7 Borrowing from or lending to bank clients or
customers and/or co-employees.

Serious Misconduct:
4.4 Commission of a crime involving dishonesty
or breach of trust such as , but not limited to,
estafa, embezzlement, extortion, forgery,
malversation, swindling, theft, robbery,
falsification, bribery, violation of BP BIg. 22 ,
violation of Anti-Graft and Corrupt Practices

Act.....

ln penalizing employees involved in bribery or
any corrupt acts, the standard CODE procedures

applied to normal administrative cases shall be

also be applied.

1.-Company has clear and stringent p.olicies

and procedures on curbing and penalizing

employee involvement in offering, paying

and receiving bribes.

Compliant

Please refer to this link under Company Policies

https://www.eastwestbanker.com/info/ew Co

mpPolicies.asp

Compliant

Recommendation 15.3

1. Board establishes a suitable framework for
whistleblowing that allows employees to freely

communicate their concerns about illegal or unethical
practices, without fear
of reta liation



(

Compliant

Please refer to this link
https://www.eastwestbanker.com/info/ir annu

al.aso

2. Board establishes a suitable framework for
whistleblowing that allows employees to have direct

access to an independent member of the Board or a

unit created to handle whistleblowing concerns.

Compliant

3. Board supervises and ensures the

enforcement of the whistleblowing

framework. httos://www.eastwestbanker.com

{.q5p and Section lll.4 page 54 of the Corporate

Governance Manual

Please refer to this link : Under Corporate
Governance Section

/info/ir a nnu

Principle 16: The company should be socially responsible in all lts dealings with the communities where it operates. lt should ensure that its
interactions serve its environment and stakeholders in a positive and progressive manner that is fully supportive of its comprehensive and balanced development.

1. Company recognizes and places importance on the

interdependence between business and society, and

promotes a mutually beneficial
relationship that allows the company to
grow its business, while contributing to the

advancement of the society where it operates.

Complaint

Please refer to this link: under our People and

the Community
https://www.eastwestbanker.com/info/ir annu

a l.asp

1. Company ensures that its value chain is

environmentally friendly or is consistent

with promoting sustainable develo pment
Complaint

Please refer to this link:
https://www.eastwestbanker.com/info/ir ann u

a l.a sp

Complaint
Please refer to this link:

hLtps://www.eastwestbanker.com/info/lr annu

a l.a sp

2. Company exerts effort to interact positively with the
communities in which it operates.

Optional: Principle 15

((

Recommendation 15.1
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I. OBJECTIVE AND COMMITMENT

EAST WEST BANKING CORPORATION (the Bank) understands that it is

paramount to set the kind of corporate governance needed in the attainment of the
Bank's corporate goals.

The Corporate Governance Manual (the Manual) was designed to define the
framework of rules, systems and processes that governs the performance of the
Board of Darectors (the "Board") and Management. lt establishes the structure by
which the Bank executes and carries out its Corporate Governance. This serves
as reference by all the members of the Board as well as its Management in the
conduct of their duties and responsibilities.

The provisions in this Manual are based and premised on the Corporation Code of
the Philippines, Securities Regulations Code, SEC Memorandum Circular No. 19,

series of 2016 on the Code of Corporate Governance for Publicly Listed
Companies and relevant provisions from BSP Circular No. 969 dated 22 August
2017 on lhe Enhanced Corporate Governance Guidelines for BSP Superylsed
Financial I nstitution s.

The Board of Directors and Senior Management of the Bank hereby commit
themselves to the principles and best practices contained in this Manual.

II. BOARD GOVERNANCE

L Definition of Corporate Governance

Corporate Governance is the system of stewardship and control that guides the

Bank in fulfilling its long{erm economic, moral, legal and social obligations towards

its stockholders and other stakeholders which include, among others, customers,

employees, suppliers, financiers, government and community in which it operates.

Its purpose is to maximize the Bank's long{erm success, creating sustainable

value for its shareholders, stakeholders and the country.

Page 5 of 63
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2.1. Definition

The Board is the highest governing body of the Bank, elected from and
among the stockholders of the Bank who exercises corporate powers of
the Bank, conducts all its businesses and controls and holds all its
properties. lt provides stewardship, sets the Bank's over-all direction and
approves and oversees the implementation of the its strategic objectives,
risk strategy, corporate governance and compliance, corporate values and
the code of conduct.

Compliance with the principles of good corporate governance shall start
with the Board.

2.2. Composition

The Board is composed of nine (9) directors, majority of whom are non-
executive directors. Three (3) Board members are independent directors
whose role is to provide impartial judgement, outside experience and
objectivity to the Board. Nominated and voted by shareholders every year,
each director serves a one-year term until the election of another set of
directors.

The Bank recognizes increasrng diversity at the Board level as an essential
element in maintaining a competitive advantage and achieving longterm
growth and profitability. ln determining the appropriate Board composition,
Board diversity shall consider professional experience, skills, knowledge,
background, moral standing in the community and other distinctions
between Directors. The Bank does not discriminate against gender, age,
and ethnic, political, religious, or cultural backgrounds.

Through the Board's Corporate Governance and Compliance Committee,
the Bank ensures that all directors are qualified for election. All Board

appointments are made on merit, taking into account the following which

the Board, as a whole, requires to be effective: integ rity/probity,
physical/mental fitness; relevant education, financial literacy and training;

Page 6 of 63

2. Board of Directors



Q easlwest
Manual on Corporate Govemance
Revised: May 2018

possession of competencies relevant to the job, such as knowledge and
experience, skills, diligence and independence of mind; and sufficiency of
time to fully carry out responsibilities.

ln assessing a director's integrity/probity, consideration shall be given to the
director's market reputation, observed conduct and behavior, and his ability
to continuously comply with company policies and applicable laws and
regulations, including market conduct rules, and the relevant requirements
and standards of regulators, professional organization, clearing house or
exchange, or government and any of its instrumentalities/agencies.

Non-Filipino citizens may become members of the Board of Directors to the
extent of the foreign participation the equity the Bank, provided that a
majority of the directors shall be residents of the Philippines.

Members of the Board of Directors shall not be appointed as Corporate
Secretary or Chief Compliance Officer.

2.3. Board Nomination and Election

All nominations for Directors and lndependent Directors shall be submitted
to the Corporate Governance and Compliance Committee (CGCC) through
any of their Members or to the Corporate Secretary of the Bank as indicated
in the year's Rules Governing the Nomination and Election of Directors.

All nominations shall be in writing, duly signed by the nominating
stockholders or their duly authorized (in writing) representatives, with the
written acceptance and conformity of their nominee. The nomination must
indicate whether the nominees are intended to be independent directors
and shall contain the nominee's age, educational attainment, full disclosure
of work and/or business experience and/or affiliations.

The CGCC shall pre-screen the qualifications of the nominees on the basis

of the nominations and/or supporting papers and prepare a final list of

candidates containing all relevant information about the nominees and

indicate the nominees for independent directors. ln the unlikely event that

no one among the stockholders who made the nominations indicated any

particular nominee as nominee for independent director' the Committee

Page 7 of 63
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shall endorse by majority vote of their members the nominees for
independent directors who meet the guidelines/criteria set by the regulatory
agencies/offices of listed banks.

lf there are not enough nominees from shareholders for directors and/or
independent directors, the CGCC members, jointly or separately, as may
be agreed upon among themselves, may, by majority vote, vet and
nominate such number of nominees to complete the list for the said
position/s and include them in the final list of nominees to be submitted at
the stockholders' meeting.

The Drrectors and lndependent Directors shall be elected from among the
Bank's stockholders.

2.4. Board Meetings

The Board shall hold a meeting for organizational purposes immediately
after their election, of which no notice shall be required. Thereafter, the
Board shall hold its regular meetings at least once every quarter of each
calendar year on such dates as may be fixed by the Board at the principal
office of the Bank or at such other place within the Philippines as may be
fixed by the Board.

Special meetings of the Board of Directors may be called at any time by
the Chairman or the Vice Chairman and Chief Executive Offlcer or on
written request of at least the majority of the Directors. Only one day notice
shall be required for any meeting of the Board and can be made either
orally or in writing.

ln all meetings wherein there are participants who cannot be physically
present because they are located at different local or international places,

the meeting may be held through teleconferencing or videoconferencing

conducted in accordance to the rules and regulations of the SEC and

subject to compliance with the requirements provided for in Section 4 of the

Bank's By-Laws.
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Every member of the Board shall participate in at least fifty percent (50%)
and shall physically attend at least twenty-five percent (25%) of all
meetings of the board of directors every year: Provided, further that the
absence of a drrector in more than fifty percent (50%) of all regular and
special meetings of the Board during his/her incumbency is a ground for
disqualification in the succeeding election.

As may be deemed necessary, the non-executive directors (NEDs) shall
have separate periodic meetings with the external auditor and heads of the
governance units, namely lnternal Audit, Compliance and Risk
Management, without any executive director or senior management
present to ensure that proper checks and balances are in place within the
Bank. The meeting shall be led by the Chairman of the Governance
Committee who called the meeting.

2.5. QuorumRequirement

A majority of the Directors shall constrtute a quorum to do business and
every decision of the majority of the quorum duly assembled as a Board
shall be valid as an act of the entire Board.

The Board is committed to conduct itself with utmost honesty, integrity, and
transparency in the discharge of its duties, functions, and responsibilities.
It shall foster the long-term success of the Bank and secure its sustained
competitiveness in a manner consistent with its fiduciary responsibility,
which it shall exercise in the best interest ofthe Bank, its shareholders and
other stakeholders, namely, its depositors and other creditors, its
management and employees, the regulators and government, the
community where it operates and the public in general.

2.6. General Res po nsibilities

The Board is primarrly responsible for approving and overseeing the
implementation of the Bank's strategic objectives and business plans, risk

strategy, corporate governance and corporate values. lt shall hold regular
and special meetings to discuss senior management's performance vis a
vis the Bank's strategic plan and annual budget, as well as policies and
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developments in the areas of risk management, corporate governance,
compliance, and relevant operational functions.

2.7. Specific Duties and Functions

Define the Bank's corporate culture and values, establishing a Code
of Conduct and ethical standards and institutionalizing a reporting
system to handle concerns and violations.

b. Consistently conduct the affairs of the institution with a high degree of
integrity and oversee the integrity, independence, and effectiveness of
the bank's policies and procedures for whistleblowing.

Approve and monitor the implementation of business objectives,
strategies and programs and assessing the performance of Senior
Management vis-d-vis such strategic plans;

Approve and oversee the implementation of policies governing major
areas of banking operations and regularly review these policies, as
well as evaluate control functions (internal audit, risk management and
compliance) with senior management to determine areas for
improvement as well as to promptly identify and address significant
risks and issues;

Define the Bank's risk appetite and approve and oversee the
implementation of a sound enterprise risk management (ERM)
framework to effectively identify, monitor, assess and manage key
business risks;

Appoint key members of Senior Management and Heads of control
functions in accordance with fit and proper standards and approve a

sound remuneration and other incentives policy for all personnel.

Adopt an effective succession planning program for its directors, the
CEO, the President and key senior officers;

a

d

e

I

g
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h. Define, approve and oversee the implementation of the Bank's
corporate governance framework, policies and practices and establish
means to ensure that such are followed and periodically reviewed for
ongoing improvement;

Constitute Board committees to increase efficiency and allow deeper
focus in specific areas and approve all Board Committee Charters;

Assess at least annually its performance and effectiveness as a body,
as well as its various committees, the CEO, the individual directors,
and the Bank;

Effectively utilize the work conducted by the internal audit, risk
management and compliance functions and the external auditors;

Regularly meet with Senior Management to engage in discussions,
question, and critically review the reports and information provided by
the latter.

Establish and maintain an alternative dispute resolution system in the
Bank that can amicably settle conflicts or differences between the
Bank and its stockholders, and the Bank and third parties, including
the regulatory authorities;

k

m

n Establish and maintain an investor relations program that will keep the
stockholders informed of important developments in the Bank. The
Bank's CEO or Chief Finance Officer shall exercise oversight
responsibility over this program;

Formulate and implement group-wide policies and procedures that
would ensure the integrity and transparency of related party
transactions between and among the Bank and its parent company,
joint ventures, subsidiaries, associates, affiliates, major stockholders,
officers and directors, including their close family members as defined
in the Bank's Related Party Transactions (RPT) Policy and of
interlocking director's relationships by members of the Board;

o
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When deemed necessary, appoint an independent party to evaluate
the fairness of the transaction price on any acquisition or disposal of
significanUmaterial assets.

Ensure the consistent adoption of corporate governance policies and
systems across the group and disclose to the BSP and other
regulators all entities in the group as well as all significant transactions
between entities in the group involving any BSP-regulated entity.

ldentify the Bank's stakeholders in the community in which it operates
or are directly affected by its operations and formulate a clear policy of
accurate, timely and effective communication with them.

ln effecting the aforementioned duties and responsibilities, the Board of
Directors shall perform the specific duties and responsibilities as provided
for in Section 4 of BSP Circular No. 969 dated 22 August 2017 on the
Enhanced Corporate Governance Guidelines for BSP Supervised
Financial lnstitutions and Principle 2 of SEC Memorandum Circular No. 19,

series of 2016 on the Code of Corporate Governance for Publicly Listed
Companies.

2.8. lnternal Control Responsibilities of the Board

The Board of Directors shall be ultimately responsible for ensuring that
Senior Management establishes and majntains an adequate, effective and
efficient internal control framework commensurate with the size, risk profile
and complexity of operations ofthe bank. The Board shall also ensure that
the internal audit function has an appropriate stature and authority within
the bank and is provided with adequate resources to enable it to effectively
carry out its assignments with obJectivity.

Further, the Board shall, on a periodic basis

Conduct discussions with management on the effectiveness of the
internal control system;
Review evaluations made by the Audit Committee on the
assessment of effectiveness of internal control made by

management, internal auditors and external auditors;

p

q

I
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c

d

Ensure that management has promptly followed up on
recommendations and concerns expressed by auditors and
supervisory authorities on internal control weaknesses; and
Review and approve the remuneration of the head and personnel
of the internal audit function. Said remuneration shall be in

accordance with the bank's remuneration policies and practices
and shall be structured in such a way that these do not create
conflicts of interest or compromise independence and objectivity.

a. Definition of the duties and responsibilities of the CEO who is

ultimately accountable for the Bank's organizational and operational
controls.

b. Selection of the person who possesses the ability, integrity and
expertise essential for the position of CEO.

c. Evaluation of proposed senior management appointees. Senior
management refers to bank officers who directly report to the CEO,
heads of governance units, regardless of rank, and those with the rank
of Senior Vice President and above.

d. Selection and appointment of qualified and competent management
officers.

e. Review of the Bank's human resource policies, conflict of interest
situations, compensation program for employees and management
succession plan.

f. Establishment of an internal audit system that can reasonably assure
the Board, Management and stockholders that its key organizational
and operational controls are faithfully complied with. The Board shall
appoint a Chief Audit Executive to perform the audit function who shall
report to the Audit Committee of the Board. The Chief Audit Executive
shall be guided by the lnternational Standards on Professional
Practice of lnternal Auditing.

The following factors contribute to the scope and particulars of an effective
organizational and operational controls of the Bank: nature and complexity
of business and business culture; volume, size and complexity of
transactions, degree of risks involved, degree of centralization and

Page 13 of 63
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delegation of authority, extent and effectiveness of information technology
and extent of regulatory compliance.

2.9. Chairperson of the Board of Directors

To promote checks and balances, the Chairperson of the Board of
Directors shall be a non-executive director or an independent director and
must not have served as CEO of the Bank within the past three (3) years.

The roles of the Chairman of the Board and of the Chief Executive Officer
(CEO) shall as much as practicable, be separate to foster an independent
decision-making by the Board. A clear delineation of functions shall be
made between the Chairman and CEO upon their election. ln exceptional
cases where the position of Chairperson of the Board and CEO is held by
one (1) person, Monetary Board approval shall be sought. Proper checks
and balances including the appointment of a lead independent director
shall be laid down to ensure that the Board gets the benefit of independent
views and perspectives.

2.1O. Duties and Responsibilities of the Chairman of the Board

The Chairman shall preside at all the meetings of the stockholders and the
Board of the Directors. He may also call special meetings of the
stockholders and Board of Directors pursuant to Section 3 of Article ll and
Section 4 of Article lll of the Bank's By-laws. The Vice Chairman shall
alternately preside at all meetings in the absence of the Chairman.

The duties and responsibilities of the Chairman includes, among others,
the following:

a. Provides leadership in the Board and ensures its effective functioning,
including maintaining a relationship of trust with and among board
members,

b. Ensures that the Board makes an informed decision based on a sound
decision making process. The Chairman shall encourage and promote

critical discussions and make certain that dissenting views can be

expressed and discussed within the decision-making process.
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c. Ensures that the meetings of the Board are held in accordance with the
Bank's By-laws or as he may deem necessary;

d. Supervises the preparation of the agenda of the meeting in coordination
with Corporate Secretary, taking into consideration the suggestions of
the CEO, the President, Senior Management and the Directors. The
Chairman shall ensure that the meeting agenda focuses on strategic
matters, including the over-all risk appetite of the bank, developments
in the business and regulatory environments, key governance concerns
and issues that may significantly affect banking operations; and

e. Maintains qualitative and timely lines of communication and information
between the Board and Management.

f. Ensures that members of the Board receive accurate, timely, and
relevant information;

g. Ensures the conduct of proper orientation for first time directors and
provides training opportunities for all directors; and

h. Ensures conduct of performance evaluation of the Board of Directors
at least once a year.

2.11. Duties and Responsibilities of the Chief Executive Officer

The Chief Executive Officer shall be elected by the Board from among its
members. He shall, subject to the control of the Board, be overall-in-charge
for the management of the business and affairs of the Bank governed by

the strategic direction and risk appetite approved by the Board of Directors.
He shall be primarily accountable to the Board in championing the desired
conduct and behavior, implementing strategies, and in promoting the long-
term interest of the Bank.

The CEO shall execute and administer the administrative and operational
policies approved by the Board and shall exercise such powers as may be
vested upon him by the Board not incompatible with law or the Bank's By-
laws. He may, at his discretion, delegate to the Deputy CEO, the Chief
Operating Officer (COO) or any equivalent rank some of his responsibilities
subject to such rules and limitations as the Board may prescribe.

The duties and responsibilities of the CEO, includes among others, the
following:
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a. Determines the Bank's strategic direction and formulates and
implements the Board-approved strategic plan;

b. Communicates and implements the Bank's vision, mission, corporate
values and overall strategy and promotes any organization or
stakeholder change in relation to the same;

c. Oversees the operations of the Bank and manages human and
financial resources in accordance to the strategic plan;

d. Keeps abreast of developments which may significantly impact on the
Bank's core business;

e. Directs, evaluates and guides the work of Senior l\/anagement;
f. Manages the Bank's resources prudently and ensures their proper

balance;
g. Provrdes the Board with timely informatjon and interfaces between the

Board and management; and
h. Builds the Bank's culture that shall lead and motivate the Bank's

employees.

2.12. Adequate and Timely Reporting

To enable the members of the Board to properly fulfill their duties and
responsibilities, Management shall provide them with accurate, timely
relevant, insightful, concise and clear information about the matters to be
taken in their meetings.

The members of the Board shall have independent access to Management
and the Corporate Secretary, particularly when it comes to financial,
operational and management information. This right of access to
information may only be exercised within reasonable hours during business
days.

The information may include the background or explanation of transactions
and other matters brought before the Board, such as but not limited to
disclosures, budgets, forecasts and internal financial documents.

The members, either individually or as a Board, and in furtherance of their
duties and responsibilities, shall have access to independent professional
advice at the Bank's expense, subject to further evaluation and approval
by the Board.
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To support the effective performance of the Board's function and fulfill the
principles of good corporate governance, the following Committees shall be
established. All Committees shall have Committee Charters stating their
respective purposes, memberships, duties and responsibilities, conduct of
meetings and other relevant information.

. Executive Committee

. Corporate Governance and Compliance Committee
e Risk Management Committee
. Audit Committee
. Trust Committee
. CompensationCommittee
o Related Party Transactions (RPT) Committee

3.'1. ExecutiveCommittee

The Executive Committee shall have the power to direct the business of
the Bank vested by law in the Board of Directors insofar as such powers
and authority may be lav,rfully delegated to the Executive Committee,
including the power to review and approve proposals and transactions
related to credit in amounts within the limits of its delegated authority.

The Executive Committee shall have 5 regular members and an alternate
member appointed by the Board for a term of one (1) year.

General Responsibilities:

1. Approve and/or implement any or all corporate acts within the
competence of the board except those acts expressly reserved by the
Corporation Code for the board of directors.

2. Review and approve bank-wide credit strategy, profile and
performance.

Page l7 of63
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The Executive Committee, by a majority vote of all its members, and subject
to such mitations as the Board may prescribe, is empowered to perform
the following actions:
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3. Approve the credit risk taking-activities of the bank based on the
regulations of established approving authorities and reviews and
endorses credit-granting activities.

4. Review and assess, at least annually, the adequacy of this Charter and
recommend any changes to the Board for approval.

3.2. Corporate Governance and Compliance Committee

The Corporate Governance and Compliance Committee (CGCC) shall
assist the Board of Directors (the Board) in fulfilling its corporate
governance responsibilities and in providing oversight in the
implementation of the Bank's Compliance Program, including its Money
Laundering and Terrorist Financing Prevention Program (MLPP).

The Committee shall be composed of at least three (3) members of the
Board of Directors who shall all be non-executive directors, majority of
whom shall be independent directors, including the chairperson. The
Compliance Division shall serve as the Committee Secretariat,

The CGCC shall serve as the Nomination Committee of the Bank. lt shall
review and evaluate the qualifications of all persons nominated to the
Board as well as those nominated to other positions requiring appointment
by the Board and assess the effectiveness of the Board's process and
procedures in the election or replacement of directors.

General Responsibilities

Corporate Governance:

1. Review and evaluate the qualifications of all persons nominated to the
Board, all direct reports of the CEO and the President, regardless of
rank, heads of Governance Units and other positions of the Bank
requiring appointment by the Board of Directors and confirmation by the
BSP.

2. Ensure the Board's effectiveness and due observance of corporate
governance principles and guidelines.

3. Establish and ensure the effective implementation of policy for on-
boarding and the orientation program for first time directors and the
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annual continuing education for all directors and key officers of the
Bank.

4. Ensure that there is an appropriate succession plan for Board members
and the Bank's Senior Officers.

5. Decide whether or not a Director is able to and has been adequately
carrying out his/her duties as drrector bearing in mind the director's
contribution and performance (e.9. competence, candor, attendance,
preparedness and participation).

6. Adopt internal guidelines that address the competing time
commitments that are faced when directors serve on multiple boards.

7. Decide how the Board's performance may be evaluated and propose
objective performance criteria approved by the Board. Such
performance indicators shall address how the Board has enhanced
long term shareholders' value.

8. Oversee the annual performance evaluation of the Board, its
committees, and individual directors and shall also conduct an annual
self-evaluation of its performance as prescribed under and in

accordance with the Corporate Governance Manual, the 2016 SEC
Code of Corporate Governance for Publicly Listed Companies and BSP
Circular 969 - Enhanced Corporate Governance Guidelines for BSP-
Supervised Financial lnstitutions.

9. Review and assess the adequacy of its Charter, the Corporate
Governance Manual and recommend changes for the approval of the
Board at least annually.

10. Oversee the design and operation of the remuneration and other
incentives policy.

1'1. ln collaboration with the Risk Management Committee, evaluate the
incentives created by the Bank's remuneration system.

Com pliance:
1. Oversee the implementation of the Bank's Compliance Program,

including its MLPP, ensuring that the Bank complies with all applicable
laws, regulations, codes of conduct and standards of good practice.
The Committee shall also ensure that compliance issues are resolved
expeditiously.

2. Ensure the regular review and updating, at least annually, of the
Compliance Program and the MLPP to incorporate changes in laws,
rules and regulations for approval by the Board.
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3. Endorse the appointment of a Chief Compliance Officer to the Board
with a rank of at least Vice President and who a) directly reports to the
Board, through the CGCC, and b) be responsible for coordinating,
monitoring and facilitating compliance with applicable laws, rules and
regulations.

4. Vest the Compliance Officer and the Compliance Division with the
appropriate authority and provide the necessary support and resources
to effectively perform his or her responsibilities.

5. Assist the Board in making an informed assessment on how the Bank
is managing its compliance risk. The Committee shall review with
senior management and the Chief Compliance Officer the actions taken
by the Bank to address any findings/directives in report of examinations
by regulatory agencies.

6. Evaluate the performance of the Chief Compliance Officer at least on
an annual basis.

3.3. Risk Management Committee

The Risk Management Committee (RMC) shall assist the Board in

fulfilling its responsibilities in managing the Bank's risk{aking activities.
The nature of the Committee's responsibilities is one of development and
oversight while the responsibility for executing the Bank's risk
management policy and framework lies with Senior Management led by
the Chief Risk Officer (CRO).

The Committee shall have no less than three (3) members majority of
whom shall be independent directors, including the chairperson. The
RMC's chairperson shall not be the Chairperson of the Board of Directors,
or any other board-level committee. RMC's members must possess
adequate knowledge and understanding of the Bank's risk exposures as
well as the expertise to develop appropriate risk policy and strategy.

Duties and Responsibilities

1. ldentifies and evaluates the Bank's risk exposures. The Committee
assesses the likelihood of each risk identified and estimates its impact
to the Bank. Further attention shall be given to those risks that are
more likely to happen and bear more costly impact to the Bank.
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2. Ensures that all risk management strategies and policies for all types
of risks are developed, properly documented, and effectively
communicated to the organization. The Committee also ensures that
the concerned units follow the loss mitigating strategies and
procedures laid out in the risk management policies.

3. Evaluates and approves all types of recommended risk tolerances
including portfolio credit tolerances, market and liquidity risk limits,
and operational risk parameters that includes business continuity and
information security risks; taking into consideration the overall risk
appetite of the Board.

4. Ensures that relevant risks are measured and monitored for all
portfolios and business activities.

5. Evaluates the magnitude, direction and distribution of risks across the
Bank. Provides direction to the Bank on how to control or mitigate
these risks through its developed risk management strategies and
policies.

6. Evaluates and repofts to the Board the Bank's over-all risk exposures
and the effectiveness of its over-all risk management practices and
processes and recommends further action or policy revisions, if
necessary.

7. Ensures that timely corrective actions are carried out whenever limits
are breached.

8. Recommends the allocation of capital in order to manage risk and
corresponding earnings.

9. On internal audit -
a. Ensures that the Bank's risk management framework is evaluated

regularly by lnternal Audit.
b. Reviews issues raised by lnternal and External Auditors regarding

the Bank's risk management framework.
c. Relays to the Audit Committee any issues that the Committee

sees as relevant.
10. Examines other matters referred by the Board.
11. Evaluates the performance of the Chief Risk Officer, at least, on an

annual basis.
12. Conduct performance self-assessment as prescribed under and in

accordance with the Corporate Governance Manual.
13. Reviews, at least annually, the Committee's charter and recommend

any proposed changes to the Board for approval.
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3.4 Audit Committee

The Audit Committee shall be composed of at least three (3) members of
the Board of Directors who shall all be non-executive directors, majority of
whom shall be independent directors including the Chairperson. The
Committee's members, including its chair, shall have accounting, auditing
or related financial management expertise or experience commensurate
with the size, complexity of operations and risk profile of the Bank.

General Responsibilities:

The Committee will carry out the following responsibilities

Financial reportinq. includinq disclosures

1. Monitor the financial reporting process and its quarterly output;
2. Oversee the establishment of accountang policies and practices by the

bank and review the significant qualitative aspects of the bank's
accounting practices, including accounting estimates and financial
disclosures

3. Monitor the integrity of the bank's financial statements and any formal
announcements relating to the bank's financial performance;

4. Review significant financial reporting judgments contained in the
financial statements,

5. Review with management and the externai auditors, recent accounting,
tax and regulatory pronouncements, and understand their impact on the
financial statements

6. Discuss with the external auditor the report that the auditor is required
to make to the committee regarding:
- All accounting policies and practices to be used that the

independent auditor identifies as critical.
- All alternative treatments within generally accepted accounting

principles for policies and practices related to material items that
have been discussed among management and the independent
auditor, including the ramifications of the use of such alternative
disclosures and treatments, and the treatment preferred by the
auditor.
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- Other material written communications between the independent
auditor and management of the bank, such as any management
letter, management representation letter, reports on observations
and recommendations on internal controls, independent auditols
engagement and independence letters, schedule of unadjusted
audit differences and any listing of adjustments and reclassifications
not recorded.

7. Review and discuss with management and the external auditor the
annual audited financial statements, including the bank's specific
disclosures made in management's discussion and analysis, and
recommend to the Board whether the audited financial statements
should be included in the bank's Annual Report.

8. Review with management and the independent auditor: (1) major
issues regarding accounting principles and financial statement
presentation, including any significant changes in the bank's selection
or application of accounting principles; and (2) major issues as to the
adequacy of the bank's internal controls and any special audit steps
adopted in light of material control deficiencies and the adequacy of
disclosures about changes in internal control over financial reporting;
and (3) the effect of regulatory and accounting initiatives, as well as off-
balance sheet structures, on the financial statements of the bank.

9. Discuss with management the bank's major risk exposures and the
steps management has taken to monitor and control such exposures
including the bank's risk assessment and risk management policies.

10. Review disclosures made to the Audit Committee by the bank's CEO
and CFO about any significant deficiencies in the design or operations
of internal controls or material weaknesses therein and any fraud
involving management or other employees who have a srgnificant role
in the bank's internal controls.

11. Review procedures by which bank employees and other concerned
parties may confidentially raise concerns or complatnts about possible
improprieties in matters of financial reporting.

lnternal Control

Ensure that senior management establishes and malntains an
adequate and effective internal control system and processes. The
system and processes should be designed to provide assurance in
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areas including reporting (financial, operational. Risk), monitoring
compliance to laws, regulations and internal policies, efficiency and
effectiveness of operations and safeguarding of assets.

2. Consider the effectiveness of the bank's internal control system,
including information technology security and control.

3. Understand the scope of internal and external auditors' review of
internal control over frnancial reporting, and obtain reports on significant
findings and recommendation.

lnternal Audit
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'1. Monitor and review the effectiveness of the internal audit function,
including compliance with the lnstitute of lnternal Auditors' Standards
for the Professional Practice of lnternal Auditing.

2. Review and approve the charter, plans, activities, staffing, budget and
organizational structure of the internal audit function annually.

3. Report to the board of directors on the status of accomplishments of the
outsourced internal audit activities, including significant findings noted
during the conduct of the internal audit;

4. Review significant findings contained in reports prepared by the internal
audit together with management's response and follow-up for corrective
action.

5. Ensure that the internal audit function maintains open communication
with senior management, external auditors, the supervisory authority,
and the audit committee.

6. Ensure there are no unjustified restrictions or limitations in the
performance of the internal audit function.

7 . On a regular basis, meet separately with the chief executive to discuss
any matters that the committee or internal audit believes warrant audit
committee attention that should be discussed privately.

8. Review all reports concerning significant fraud or regulatory
noncompliance that occurred at the bank considering internal controls
that should be strengthened to reduce the risk of a similar event in the
future;

L Assess and report to the board the annual performance appraisal ofthe
Chief Audit Executive (CAE);
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10. Approve, or recommend to the board for its approval, the annual
remuneration of the Chief Audit Executive (CAE) and personnel of
internal audit function;

11. Review and approve the appointment, reappointment and replacement
of the Chief Audit Executive (CAE) and key internal auditors.

External Audit

1 . Approve a set of appropriate objective criteria for approving the external
audit firm of the bank;

2. Approve, or recommend to the board or stockholders for their approval,
the appointment, re-appointment and removal of external audit firm;

3. Approve the remuneration and terms of engagement of the external
audit firm;

4. Review the independent auditors audit plan - discuss scope, staffing,
reliance upon management and the internal audit, general audit
approach, and coverage provided to any significant areas of concern
that the Committee may have.

5. Ensure that senior management is taking necessary corrective actions
to address the findings and recommendations of external auditors and
regulatory authority in a timely manner.

6. Review and confirm the independence of the external auditors on
relationships by obtaining statements from the auditors on the
relationships between the auditors and the bank, including non-audit
services, and discussing the relationships with the auditors.

7, Ptiot to publishing the year-end earnings, discuss the results of the
audit with the external auditors.

8. On an annual basis, the audit committee should review and discuss with
the external auditors all significant relationships they have with the bank
that could impair the auditors' independence.

9. On a regular basis, meet separately with the external auditors to
discuss any matters that the committee or auditors believe should be
discussed privately,

Compliance

'1. On at least an annual basis, review with the bank's counsel, any
legal/regulatory matters that could have a significant impact on the
bank's financial statements, compliance with applicable laws and
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regulations, and inquiries received from regulators or governmental
agencies.

Remedial Actions

1. Ensure the senior management is taking necessary corrective actions
to address the findings and recommendations of internal auditors and
external auditors in a timely manner.

2. Addressing control weaknesses, non-compliance with policies, laws
and regulations and other problems identified by internal audrtors and
external auditors, and;

3. Ensuring the deficiencies identified by supervisory authorities related to
the internal audit function are remedied within appropriate time frame
and that progress of necessary corrective actions are reported to the
board of directors.

Reporting Responsibilities

1 . Regularly report to the board of directors about committee activities,
issues, and related recommendations.

2. Provrde an open avenue of communication between internal audit, the
external auditors, and the board of directors.

3. Report annually to the shareholders, describing the committee's
composition, responsibilities and how they were discharged, and any
other information required by rule, including approval of non-audit
services.

4. Review any other reports the company issues that relate to committee
responsibilities.

3.5 Trust Committee

The Trust Committee shall assist the Board in fulfilling its responsibilities to
oversee the proper management and administration of trust and other
fiduciary business of the Bank. The committee shall be composed of at
least five (5) members including the President, Trust Officer and non-
Executive Directors who are appointed by the Board on a regular basis.
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Duties and Responsibilities:

The Trust Committee shall act within the sphere of authority granted in the
Bank's By-laws and/or as may be delegated by the Board, such as but not
limited to the following:

1. Acceptance and closing oftrust and otherfiduciary accounts;
2. lnitial review of assets placed under the trustee's fiduciary custody;
3. lnvestment, re-investment and disposition offunds or property;
4. Review and approval of transactions between trust and/or fiduciary

accounts;
5. Review of trust and other fiduciary accounts at least once every twelve

(12) months to determine the advisability of retaining or disposing of
the trust or fiduciary assets and/or whether the account is being
managed in accordance with the instrument creating the trust or other
fiduciary relationship;

6. Review all internally and externally prepared audits and examinations
of the Trust Division and take whatever actions are required to rectify
any problems reported in such audits or examination;

7. Review the Disaster Recovery Plan of the Trust Division;
8. Preside over the proper conduct of the trust's business, reviewing on a

periodic basis, business development initiatives as:
a. Staffing and delineation of responsibility / accountability,
b. Review operating budget for the division and its annual goals,
c. Proactive development and implementation of strategies for

cultivating of revenue streams and cost management,
d. Application and monitoring of the proper performance

benchmarks, and
e. Performance appraisal of the Trust Officer;

9. Establish such rules and policies from time to time as it may consider
proper;

10. Self-assessment of the Trust Committee shall be conducted by the
CGCC; and

11. Review and reassess the adequacy of this Charter at least annually
and recommend to the Board any proposed changes to the Charter.
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3.6 CompensationCommittee

The Compensation Committee shall be composed of at least five (5)

members, including the CEO, the President or any equivatent rank, and
one independent director.

Duties and Respo ns ibilities:

The Committee ensures that the compensation policies and practices are
consistent with the corporate culture, strategy and the business
environment under which it operates. lt evaluates and recommends to the
board incentives and other equity-based plans designed to attract and
retain qualified and competent individuals.

1. Oversee the design and operation of the remuneration and other
incentives policy.

2. Review and approve, at least once a year, the total cash compensation
(annual base salaries and annual incentive opportunities) of the
Executive Officers. The CEO and the President shall not be present

during the Committee deliberations or voting of their respective
compensation.

3, Regularly and as and when needed, review and approve the following
as they affect the Executrve Officers: (a) all incentive plans and
bonuses, cash and non-cash based awards; (b) any employment
agreements and severance arrangements; (c) any special or
supplemental/additional compensation and benefits for the Executive
Officers and anybody who has formerly served as Executive Officers of
the Bank, including supplemental retirement benefits and the
perquisites provided to them during and after employment.

4. Review the overall remuneration plan covering all employees of the
Bank.

5. Ensure that all remuneration programs are sensitive to the job, its
Mandates, Activities, Key Result Areas (MAKs) as well as risks taken
in behalf of the Bank. lt shall also consider sensitivity to the time horizon
of the risk. Also, depending on the remuneration program, it may
include provisions for deferred payments to consider risks based on
erroneous assumptions.
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6. Conduct performance self-assessment as prescribed under and in
accordance with the Corporate Governance Manual.

The RPT Committee shall assist the Board in ensuring that transactions
with related parties are handled in a sound and prudent manner, with
integrity and in compliance with applicable laws and regulations to protect
the interest of depositors, creditors and other stakeholders and RPTS are
conducted on an arm's length basis and that no stakeholder is unduly
disadvantaged.

The Committee shall be composed of at least three (3) members of the
Board of Directors, two (2) ofwhom shall be independent directors and one
of the independent directors is the Committee Chairman. The Committee
shall at all times be entirely composed of independent and non-executive
directors, with independent directors comprising majority of the members.

The Chief Audit Executive shall sit as non-voting member of the Committee
while the Chief Compliance Officer shall serve as the Secretary of the
Committee.

1. Evaluate on an ongoing basis, existing relations between and among
the Bank's businesses and counterparties to ensure that all related
parties are continuously identified, RPTs are monitored and
subsequent changes in relationships with counterparties (from non-
related to related and vice versa) are captured. Related parties, RPTs
and changes in relationships shall be reflected in the relevant reports
to the Board and regulators/supervisors.

2. Evaluate all material RPTs to ensure that these are not undertaken on
more favorable economic terms than similar transactions with non-
related parties under similar circumstances and that no corporate or
business resources of the bank are misappropriated or misapplied, and
to determine any potential reputational risk issues that may arise as a
result of or in connection with the transactions. ln evaluating RPTs, the
Committee shall take into account, among others, the following:
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a. The related party's relationship to the bank and interest in the
transaction;

b. The material facts of the proposed RPT, including the proposed
aggregate value of such transaction;

c. The benefits to the Bank of the proposes RPT;
d. The availability of other sources of comparable products or

services; and
e. An assessment of whether the proposed RPT is on terms and

conditions that are comparable to the terms generally available to
an unrelated party under similar circumstances.

Based on its assessment, the RPT Committee shall endorse
acceptable material RPTs as defined in the Bank's Policy on Related
Party Transactions to the Board of Directors for approval.

3. Review and endorses to the Board for confirmation non-material RPTS

approved by the Board-delegated approving officer or lt/lanagement
Comm ittee.

4. Ensure that appropriate public disclosure is made, and/or information
is provided to supervisors, relating to the Bank's RPT exposures,
policies on conflicts of interest and potential conflicts of interest. The
disclosure shall include information on the approach to managing
material conflicts of interest that are inconsistent with such policies; and
conflicts that could arise as a result of the Bank's affiliation or
transactions with other related parties.

5. Report to the Board of Directors on bimonthly (every other month) the
status and aggregate exposures to each related party and the total
amount of exposures to all related parties.

6. Evaluate any breach in the internal limits setfor RPTs and recommends
actions to be taken on the breach to the Board of Directors.

7. Ensure that transactions with related parties, including write-off of
exposures, are subject to periodic rndependent review or audit process.

8. Oversee the implementation of the system for identifying, monitoring,
measuring, controlling, and reporting RPTs.

9. Conduct a periodic review of RPT policies and procedures, including
materiality thresholds and internal limits for individual and aggregate
exposures and endorse revisions for Board approval, if necessary
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based on updates in banking laws and regulations, recommendations
of Senior Management and actions taken by the Board of Directors.

10. Review and assess, at least annually, the adequacy of this Charter and
recommend any changes to the Board for approval.

11. Conduct a self-assessment of its performance, at least once a year, as
prescribed and in accordance with the Corporate Governance Manual.

4 Directors

4.1 Definition of a Director

Directors shall include

a. Directors who are named as such in the Amended Articles of
lncorporation;

b. Directors duly elected in subsequent meetings ofthe stockholders; and
c. Those elected to fill vacancies rn the Board of Directors.

4.2 Types of Director

a. Executive Director - a director who is part of the dayto-day
management of banking operations

b. Non-executive Director - a director who has no executive res ponsibility
and does not perform any work related to banking operations

c. lndependent Director - a person who is independent of management
and the controlling shareholder and is free from any business or other
relationship which could or could reasonably be perceived to, materially
interfere with his exercise of independent judgement in carrying out his
responsibilities as a director. He is --
'1 . Not or was not a director, officer or employee of the Bank, its

subsidiaries, affiliates or related interests during the past three (3)
years counted from the date of his election/appointment;

2. Not or was not a director, officer, or employee of the Bank's
substantial stockholders and their related companies during the
past three (3) years counted from the date of his
election/appointment;
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3. Not an owner of more than two percent (2%) of the outstanding
shares or a stockholder with shares of stock sufficient to elect one
(1) seat in the board of directors of the Bank, or in any of its related
companies or of its majority corporate shareholders;

4. Not a relative, legitimate or common-law of any director, officer or
stockholder holding shares of stock sufficient to elect one (1) seat
in the Bank's board or any of its related companies or of any of its
substantial stockholders. For this purpose, relatives refer to the
spouse, parent, child, brother, sister, parent-in-law, son-/daughter-
in-law, and brother-/sister-in-law;

5. Not acting as a nominee or representative of any director or
substantial shareholder of the Bank, any of its related companies or
any of its substantial shareholders;

6. Not or was not retained as professional adviser, consultant, agent
or counsel of the Bank, any of its related companies or any of its
substantial shareholders, either in his personal capacity or through
his firm during the past three (3) years counted from the date of his
election;

7. lndependent of management and free from any business or other
relationship, has not engaged and does not engage in any
transaction with the Bank or with any of its related companies or
with any of its substantial shareholders, whether by himself or with
other persons or through a firm of which he is a partner or a
company of which he is a director or substantial shareholder, other
than transactions which are conducted at arm's length and could
not materially interfere with or influenee the exercise of his
judgment;

8. Not appointed in the Bank, its subsidiaries, affiliates or related
interests as Chairman "Emeritus", "Ex-Officio", Directors/Officers or
Members of any Advisory Board, or otherwise appointed in a

capacity to assist the Board in the performance of its duties and
responsibilities during the past three (3) years counted from the
date of his appointment; and

9. Not affiliated with any non-profit organization that receives
significant funding from the Bank or any of its related companies or
substantial shareholders.

'10. ls not employed as an executive officer of another company where
any of the Bank's executives serye as directors.
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1'1. Not a securities broker-dealer of listed companies and registered
issuers of securities.

4.3 Qualifications of a Director

a. Holder of at least one (1) share of stock of East West Banking
Corporation;

b. He shall be at least a college graduate or have at least five (5) years'
experience in business;

c. At least twentyjive (25) years of age at the time of his election or
appointment;

d. Has proven to be fit and proper for the position and possessing
integrity/probity, physical/mental fitness, relevant education/ financial
literacy / training possession of competencies relevant to the job, such
as knowledge and experience, skills, diligence and independence of
mind and sufficiency of time to fully carry out responsibilities.

e. Possesses all the qualifications and none of the disqualifications of a
Director at the time of his election or re-election as required under
pertinent regulationsl ;

f. A member in good standing in relevant industry, business or
professional organizations;

g. Must have attended a seminar on corporate governance for Board of
Directors conducted by an accredited SEC training provider2;

4.4 Disq ualifications of a Directod

1 A director shall submit to the Bangko Sentral the required certifications and other documentary proof of such
qualifications using the Appendix 98 as a guide within twenty (20) banking days from the date of election.
Non- submission of complete documentary requirements or their equivalent within the prescribed period shall
be construed as his failure to establish his qualifications for the position and results in his removal from the
board of directors.
2 A director shall submit to the Bangko Sentral a certillcation of compliance with the Bangko Sentral-prescribed
syllabus on corporate governance for rirst time directors and documentary proof of such compliance
r Also applies with officer of the Bank.

Page 33 of 63

a. Permanent disqualifications: Directors permanently disqualified by the
Monetary Board from holding a director position are:



Q easlrruest
Manual on Cotporate Govemance
Revised: May 2018

1 . Those convicted by final judgment of a court for offenses involving
dishonesty or breach of trust such as, but not limited to, estafa,
embezzlement, extortion, forgery, malversation, swindling, theft,
robbery, falsification, bribery, violation of B.P. Blg. 22, violation of
Anti- Graft and Corrupt Practices Act and prohibited acts and
transactions under Section 7 of R.A. No. 6713 (Code of Conduct
and Ethical Standards for Public Officials and Employees), violation
of the Corporation Code, Securities Regulation Code and any other
law administered by the SEC or BSP and any of its rules and
regulations.

2. Those convicted by final judgment of a court sentencing them to
serve a maximum term of imprisonment of more than six (6) years,

or a violation of the Corporation Code committed within five (5
years) prior to the date of his election or appointment;

3. Those convicted by final judgment of the court for violation of
banking laws, rules and regulations;

4. Those judicially declared insolvent, spendthrift or incapacitated to
contract;

5. Director/s of closed banks/quasi-banks/trust entities who were
found to be culpable for such institution's closure as determined by
the Monetary Board;

6. Any person found by the Monetary Board as administratively liable
for violation of banking laws, rules and regulations where a penalty
of removal from office is imposed, and which finding of the Monetary
Board has become final and executory;

7. Any person found by the Monetary Board to be unfit for the position
of directors or officers because they were found administratively
liable by another government agency for violation of banking laws,
rules and regulations or any offense/violation involving dishonesty
or breach oftrust, and which finding of said government agency has
become final and executory; and

8. Any person earlier elected as independent director who becomes
an officer, employee or consultant of the Bank.

b. Temporarv disqualifications. Directors disqualified by the Monetary Board
from holding a director position for a specific/indefanite period of time are
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1. Those who refuse to fully disclose the extent of their business
interest or any material information when required pursuant to a
provision of law or of a circular, memorandum, rule or regulation of
the BSP and the Securities Regulation Code and its lmplementing
Rules and Regulations. This disq ualification shall be in effect as
long as the refusal persists;

2. Those who have been absent or who have not participated for
whatever reasons in more than fifty percent (50%) of all meetings,
both regular and special, of the Board of Directors during their
incumbency, and directors who failed to physically attend for
whatever reasons in at least twenty-five percent (25%) of all board
meetings in any year, except when a) a notarized certification
executed by the corporate secretary has been submitted attesting
that said directors were given the agenda materials prior to the
meeting and that their comments/decisions thereon were submitted
for deliberation/discussion and were taken up in the actual board
meeting said directors shall be considered present in the board
meeting or b) absence is due to illness, death in the immediate
family or serious accidenl. This disqualification applies only for
purposes of the immediately succeeding election.

3. Those who are delinquent in the payment of their obligations as
defined. Thas disqualification shall be in effect as long as the
delinquency persists;

4. Those who have been convicted by a court for offenses involving
dishonesty or breach of trust such as but not limited to estafa,
embezzlement, extortion, forgery, malversation, swindling, theft,
robbery, falsification, bribery, violation of B.P. Blg. 22, violation of
anti-graft and corrupt practices act and prohibited acts and
transactions under Sec. 7 of R.A. No. 6713 (Code of Conduct and
Ethical Standards for Public Officials and Employees), violation of
banking laws, rules and regulations, or those sentenced to serve a

maximum term of imprisonment of more than six (6) years but
whose conviction has not yet become final and executory;

5. Those convicted for offenses involving dishonestly, breach of trust
or violation of banking laws but whose conviction has not yet
become final and executory;

6. Directors of closed banks pending their clearance by the l\/onetary
Board;
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7. Those disqualified for failure to observe/discharge their duties and
responsibilities prescribed under existing regulations. This
disqualification applies until the lapse of the specific period of
disqualification or upon approval by the Monetary Board on
recommendation by the appropriate department of the Supervision
and Examination Sector (SES) of such directors' election/re-
election;

8. Those who failed to attend the special seminar on corporate
governance for Board conducted or accredited by SEC. This
disqualification applies until the director concerned has attended
such seminar;

9, Those dismissed/terminated from employment for cause. This
disqualification shall be in effect until they have cleared themselves
of involvement in the alleged irregularity or upon clearance, on their
request, from the Monetary Board after showing good and justifiable

reasons, or after the lapse of five (5) years from the time they were
officially advised by the appropriate department of SES of their
disqualification;

10. Those under preventive suspension;
11. Those with derogatory records as certified by, or on the official files

of, the judiciary, NBl, Philippine National Police (PNP), quasi-
judicial bodies, other government agencies, international police,

monetary authorities and similar agencies or authorities of foreign
countries for irregularities or violations of any law, rules and
regulations that would adversely affect the integrity of the director
or his ability to discharge his duties. This disqualification applies
until they have cleared themselves of the alleged
irregularities/violations or after a lapse of five (5) years from the time
the complaint, which was the basis of the derogatory record, was
initiated;

12. Those found by the Monetary Board as administratively liable for
violation of banking laws, rules and regulations where a penalty of
removal from office is imposed, and which finding of the Monetary
Board is pending appeal before the appellate court, unless
execution or enforcement thereof is retrained by the court;

'13. Those found by the Monetary Board to be unfit for the position of
director because they were found administratively liable by another
government agency for violation of banking laws, rules and
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regulations or any offense/violation involving dishonesty or breach
of trust, and which finding of said government agency is pending
appeal before appellate court, unless execution or enforcement
thereof is retrained by the court; and

14. Those found by the Monetary Board as administratively liable for
violation of banking laws, rules and regulations where a penalty of
suspension from offlce or fine is imposed, regardless whether the
finding of the Monetary Board is final and executory or pending
appeal before the appellate court, unless execution or enforcement
thereof is restrained by the court. The disqualification shall be in
effect during the period of suspension or so long as the fine is not
fully paid;

1 5. lndependent director whose beneficial equity ownership in the Bank
or its subsidiaries and affiliates exceeds two percent (2%) of its
subscribed capital stock. The disq ualification shall be lifted if the
limit is later complied with.

16. A temporarily disqualified director shall, within sixty (60) business
days from such disqualification, take the appropriate action to
remedy or correct the disqualification. lf he fails or refuses to do so
for unjustified reasons, the disqualification shall become
permanent.

4.5 DisqualificationProcedures

a. The Board of Directors shall be responsible for determining the existence
of the ground for disqualification of the Bank's director and for reporting
the same to the BSP. While the Bank may conduct its own investigation
and impose appropriate sanction/s as are allowable, this shall be without
prejudice to the authority of the Monetary Board to disqualify a director
from being elected/appornted as director in any Fl under the supervision
of the BSP. Grounds for disqualification made known to the institution,
shall be reported to the appropriate department of the SES within
seventy{wo (72) hours from knowledge thereof.

b. The Board of Directors shall be immediately informed of cases of
disqualification approved by the Monetary Board and shall be directed to
act thereon not later than the following Board meeting. Within seventy-
two (72) hours thereafter, the Corporate Secretary shall report to the
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Governor of the BSP through the appropriate department of the SES the
action taken by the Board on the director involved.

4.6 Tenure of Directors

Upon election, Director serve for a term of one (1) year subject to re-
election the following year. The Corporate Governance and Compliance
Committee shall review each Director's continuation on the Board annually.

lndependent Directors shall serve up for a maximum of the cumulative term
of nine (9) years (reckoned ftom 2012), after which he can no longer be re-
elected as such in the Bank. However, he shall continue to qualify for
nomination and election as a regular director.

4.7 Duties and Responsibilities of a Director

A director shall have the following duties and responsibilities
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A Director's office is one of trust and confidence. He shall act in a manner
characterized by transparency, accountability and fairness, and in the best
interest of the Bank. He shall exercise leadership, prudence and integrity
in directing the Bank towards sustained progress.

a. Remain fit and proper for the position for the duration of his term;
b. Conduct fair business transactions with the bank and to ensure that

personal interest does not conflict with Board decisions;
c. Act honestly and in good faith, with loyalty and in the besl interest of

the institution, its stockholders, regardless of the amount of their
stockholdings, and other stakeholders such as its depositors, investors,
borrowers, other clients and the general public;

d. Devote time and attention necessary to properly discharge their duties
and respo nsibilities;

e. Act judiciously and exercise independent judgment;
f. Contribute significantly to the decision-making process of the Board.
g. Have a working knowledge of the statutory and regulatory requirements

affecting the Bank, including the content of its Articles of lncorporation
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and By-laws, the requirements of the BSP, SEC and where applicable,
the requirements of other regulatory agencies;

h. Keep himself informed of the industry developments and business
trends in order to safeguard the institution's com petitiveness; and

i. Observeconfidentiality.

4.8 lnterlockingDirectorship

ln order to safeguard against the excessive concentration of economic
power, unfair competitive advantage or conflict of interest situations to the
detriment of others through the exercise by the same person or group of
persons of undue influence over the policy-making and/or management
function of similar financial lnstitutions while at the same trme allowed them
to benefit from organrzational synergy or economies of scale and effective
sharing of managerial and technical expertise, any interlocking directorship
shall be governed by provisions in the BSP's Manual of Regulations for
Banks and/or SEC's Code of Corporate Governance.

A director shall notify the Board where he/she is an incumbent director
before accepting a directorship in another company.

As a Conglomerate, an independent director shall not be a director or officer
of the Bank's majority stockholder and its related companies.

A non-executive director may concurrently serve as director in a maximum
of five (5) publicly listed companies. For concurrent directorship within the
FDC conglomerate, each entity where the nonexecutive director is

concurrently serving as director shall be separately considered in assessing
compliance with this requirement.

Membership of non-executive Directors of the Board in more than 5 publicly

listed companies shall be assessed by the Corporate Governance and

Committee, considering time allotted by the director to regularly attend
Board meetings.
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4.9 Remuneration of Directorsa

The levels of remuneration of the Bank, subject to the limitations as
provided in its By-Laws, should be sufficient to be able to attract and retain
the services of qualified and competent directors. A portion of the
remuneration of executive directors may be structured or be based on
corporate and individual performance.

The Bank shall establish formal and transparent procedures for the
development of a policy on executive remuneration or determination of
remuneration levels for individual directors depending on the particular
needs of the Bank. No director should participate in deciding on his
remuneration.

The Bank's annual reports and information and proxy statements shall
include a clear, concise and understandable disclosure of the policies for
setting Board and executive remuneration as well as all fixed and variable
compensation that may be paid, directly or indirectly, to its directors and
management officers with the rank of Senior Vice President and up during
the preceding fiscal year.

5 Senior Management

5.1 Definition

Senior Management, as defined in this Manual, is the body given the
authority by the Board of Directors to implement the policies it has laid down
in the conduct of the business of the Bank. These are the Chief Executive
Officer, Deputy CEO, the President, COO or any equivalent rank, all direct
reports of the CEO and the President, Heads of Governance Units
regardless of rank, and all officers with the rank of Senior Vice President
and up.

r Policies on Remuneration shall also apply to all officers of the Bank
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6 Corporate Secretary

6.1 Definition

The Corporate Secretary shall be a Filipino citizen and a resident of the
Philippines. He shall have a working knowledge of the Bank's operations
and the appropriate administrative and interpersonal skills required of the
position. Primarily responsible to the Bank and its shareholders, he shall
be loyal to the vision, mission and objectives of the Bank.

6.2 Duties and Responsibilities

The Corporate Secretary shall have the following duties and
responsibilities:

a. Assists the Board and the Executive Committee in the conduct of their
meetings, including preparing an annual schedule of the Board and the
Executive Committee and the annual Board calendar and assisting the
Chairman of the Board and the Executive Committee to set agendas;

b. Be responsible for the safekeeping and preservation of the integrity of
the minutes of the meetings of the Board and its committees, as well as
the other official records of the Bank;

c. Keeps abreast on relevant laws, regulations, all governance issuances,
relevant industry developments and operations of the corporation,
advises the Board and the Chairman on all relevant issues as they
a rise;

d. Works fairly and objectively with the Board, Management and
stockholders and contributes to the flow of information between the
Board and management, the Board and its committees, and the Board
and its stakeholders, including shareholders;

e. Advises on the establishment of Board Committees and their terms of
reference;

f. lnforms the Board, in accordance with the by-laws, of the agenda of
their meetings at least three (3) working days in advance, and ensures
that the members have before them accurate information that will
enable them to arrive at intelligent decisions on matters that require
their approval;
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g. Gathers and analyzes all documents, records and other information
essential to the conduct of his duties and responsibilities to the Bank

h. Ensures that all Board procedures, rules and regulations are strictly
followed by the Directors;

i. Attends all Board meetings, except when justifiable causes, such as,

illness, death in the immediate family and serious accidents, prevent
him from doing so;

j. Performs requiredadministrativefunctions
k. Oversees the drafting of the Bank's by-laws and ensures that they

conform with regulatory requirements;
L Submits to the Securities and Exchange Commission (SEC), at the end

of every fiscal year, an annual sworn certification on the directors'
record of attendance in Board meetings; and

m. Performs such other duties and responsibilities as are incident to his
office and those which may be required of him by the Board, the CEO
or provided by the SEC.

7 Chief Compliance Officer

7.1 Definition

The Chief Compliance Officer (CCO) is the lead senior officer appointed by
the Bank's Board whose principal function is to oversee and coordinate the
implementation of the Compliance Program on a full-time basis and whose
responsibility includes the identification, monitoring and controlling of
Compliance Risks. The CCO functionally reports to the Board of Directors
through the Corporate Governance and Compliance Committee.

The appointment/designation of the Chief Compliance Officer shall be
subject to the confirmation of the Bangko Sentral ng Pilipinas. The
appointment of the Compliance Officer shall be immediately disclosed to
the Securities & Exchange Commission, All correspondences relative to
his functions as such shall be addressed to said Officer.

7.2 Duties and Responsibilities
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a. Advises the Board of Directors and Senior Management on relevant
laws, rules and standards, including keeping them informed on
developments in governance and compliance risk management;

b. Apprises Bank personnel on compliance issues and advises them on
compliance queries;

c. Establishes written guidance to staff on the appropriate implementation
of laws, rules and standards through policies and procedures and other
documents such as compliance manuals, internal codes of conduct and
practice guidelines;

d. ldentifies, documents and assesses the compliance risks associated
with the Bank's business activities, including new products and
business units;

e. Designs the Bank's Compliance Program, oversees its effective
implementation and recommends appropriate courses of action to
address breaches that may arise,

f. Assesses the appropriateness of the Bank's compliance procedures
and guidelines, promptly following up any identified deficiencies, and
where necessary, formulating proposals for amendments;

g. Validates and monitors compliance in banking units by performing
sufficient and representative compliance testing;

h. On a bi-monthly basis, reports to CGCC the status of the Compliance
Program and activities and any business or compliance risk issues
which require the Committee's attention, approval and/or endorsement
to the Board;

i. Ensures the integrity and accuracy of all documentary submissions to
SEC, BSP and PDIC; and

j. Maintains a constructive working relationship with the BSP, AMLC,
SEC, PDIC and PDEx;

k. Appears before the SEC, BSP and PDIC upon summon on relevant
matters that need to be clarified by the same; and

l. Determines violation/s of the Manual, Code of Corporate Governance
and rules and regulations issued by the BSP, AMLC, SEC, PDIC and
PDEx, and recommend penalty for violation thereof for further review
and approval of the Board; and

m. Performs such other duties and responsibilities as may be provided by

the regulators.
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I Chief Risk Officer

8.1 Definition

The Chief Risk Officer (CRO) leads Senior Management in executing the
Bank's risk management policy and framework. He shall be responsible for
overseeing the risk management function and shall support the Board of
Directors in the development of the risk appetite and the risk appetite
statement (RAS) of the Bank and for translating the risk appetite into a risk
limits structure. The CRO functionally reports to the Board of Directors
through the Risk Management Committee. As the champion of Enterprise
Risk Management (ERM), the position has adequate authority, stature,
resources and support to fulfill his responsibilities, subject to the Bank's
size, risk profile and complexity of operatrons.

The appointmenVdesignation of the Chief Risk Officer shall be subject to
the confirmation of the Supervision and Examination Sector (SES)
Committee (BSP Circular No. 969). The appointment, dismissal and other
changes to the CRO or its equivalent position shall have prior approval of
the Board of Directors. ln cases, when the CRO will be replaced, the Bank
shall report the same to the BSP within five (5) days from the time it has
been approved by the board of directors.

8.2 Duties and Responsibilities

He shall have the following functions

a. Supervise the entire ERM process and spearheads the development,
implementation, maintenance and continuous improvement of ERM
processes and documentation;

b. Communicates the top risks and status of implementation of risk
management strategies and action plans to the Risk Management
Committee;

c. Collaborates with the CEO in updating and making recommendations
to the Risk Management Committee;

d. Recommends ERM policies, processes and systems, their
enhancements and provides related guidance, as may be needed to
ensure that the Bank's risk management capabilities are sufficiently
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robust and effective to fully support strategic objectives and risk-taking
activities.; and
Provides insights on the following:
. Risk management processes are performing as intended;
. Risk measures reported are continuously reviewed by risk owners

for effectrveness, and
. Established risk policies and procedures are being complied with.

9 External Auditor

9.1 Definition and Function

An External Auditor duly accredited by the Securities and Exchange
Commission shall undertake an independent audit of the Bank and shall
provide an objective assurance on the manner by which the financial
statements shall be prepared and presented to stockholders.

9.2 Guiding Principles

a. The Bank's external auditor shall be changed or the lead and concurnng
partner shall be rotated every 5 years or earlier. That the rotation of the
lead and concurrent partner shall have an interval of at least 2 years;

b. That the external auditor shall be included in the list of BSP selected
external auditors;

c. The external auditor, partners, associates, auditor-in-charge of the
engagement and the members of their immediate family shall not
acquire any direct or indirect financial interest with the bank, its
subsidiaries and affiliates. Their independence is not considered
impaired under the circumstances specified in the Code of Professional
Ethics for Certified Public Accounts;

d. The external auditor does not have nor shall apply for loans or any credit
accommodations (except normal credit card obligations and full
secured auto and housing loans which are not past due);

e. The external auditor was not engaged during the preceding year in
providing the following services:

e

lnternal audit functions;
lnformation systems design, implementation and assessment; and

1)

2)
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3) Such other services which could affect his independence as may be
determined by the Monetary Board from time to time.

f. The external auditor shall have the following track record in conducting
external audits:

1) Must have at least 20 existing corporate clients with resources of at
least P50million each; and

2) At least 1 existing client universal or commercial bank in the regular
audit; or

3) The external auditor or the auditor-in-charge of the engagement
must have at least 5 years experience in the regular audit of
universal or commercial bank.

g. The external auditor adheres to the highest standard of professional

conduct and shall carry out their services in accordance with relevant
ethical and technical standards of the accounting profession;

h. The lead or concurring partner and auditor-in-charge shall not accept
employment with the Bank, its subsidiaries and affiliates being audited
during the engagement period and within a period of 1 year after the
audit engagement;

i. The external auditor shall not accept an audit engagement with a Bank,
its subsidiaries and affiliates where an officer (i.e. CEO, CFO,
Controller, Chief Accounting Officer or other senior officer of equivalent
rank) had been a partner of the external auditor or had worked for the
audit firm and had been the auditor-in-charge of the audit engagement
during the year immediately preceding the engagement;

j. The external auditor shall keep all audit or review working papers for at
least 5 years in sufficient detail to support the conclusions in the audit
report;

k. The audit work shall include assessment of the Bank's compliance with
BSP rules and regulations, such as, but not limited to capital adequacy
ratio and loans and other risk assets review and classification.

l. The accountability of an external auditor is based on matters within the
normal coverage of an audit conducted in accordance with generally
accepted auditing standards
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10 Chief Audit Executive

10.1 Definition and Function

lnternal audit is an independent, objective assurance and consulting
function established to examine, evaluate and improve the effectiveness of
risk management, internal control, and governance processes of an
organization.

The Chief Audit Executive (CAE) is the highest position in the Bank
responsible for internal audit activities while the lnternal Audit Division is

the unit of the Bank that provides independent and objective assurance
services in order to add value to and improve the Bank's operations.

The CAE shall have such powers and duties as are incident to his office
and as the Board of Directors may prescribe. He shall report and be
accountable directly to the Board of Directors through the Audit Committee

The appointmenudesignation of the Chief Audit Executive shall be subject
to the confirmation of the Supervision and Examination Sector (SES)
Committee (BSP Circular No. 969). The CAE shall be
appointed/reappointed or replaced with prior approval of the Audit
Committee. ln cases when the CAE will be replaced, the bank shall report
the same and the corresponding reason for replacement to the the Bangko
Sentral within five (5) days from the time it has been approved by the Board
of Directors.

'10.2 Status

The internal audit function must be independent of the activities audited
and from day{o-day internal control process. lt must be free to report audit
results, findings, opinions, appraisals and other information to the
appropriate level of management. lt shall have authority to directly access
and communicate with any officer or employee, to examine any activity or
entity of the institution, as well as to access any records, files or data
whenever relevant to the exercise of its assignment. The Audit Committee
or Senior Management shall take all necessary measures to provide the

Page 47 of 63



Q eashruest
Manual on Coryorate Govemance
Revised: May 2018

appropriate resources and staffing that would enable internal audit to
achieve its objectives.

10.3 Scope

The scope of internal audit shall include

a. Examination and evaluation of the adequacy and effectiveness of the
internal control systems;

b. Review of the application and effectiveness of risk management
procedures and risk assessment methodologies;

c. Review of the management and financial information systems,
including the electronic information system and electronic banking
services;

d. Assessment of the accuracy and reliability of the accounting system and
of the resulting financial reports;

e. Review of the systems and procedures of safeguarding assets;
f. Review of the system of assessing capital in relation to the estimate of

organization risk;
g. Transaction testing and assessment of specific internal control

procedures; and
h. Review of the compliance program and the implementation of

established compliance policies and procedures.

10.4 Qualification Standards of the Chief Audit Executive

a. The Chief Audit Executive of the Bank must be a Certified Public
Accountant (CPA) or a Certified lnternal Auditor (ClA);

b. He must have at least five (5) years' experience in the regular audit
(internal or external) of a commercial bank as auditor-in-charge, senior
auditor or audit manager.

c. He must possess the knowledge, skills and other competencies to
examine all areas in which the institution operates.

d. Professional competence as well as continuing training and education
shall be required to face up to the increasing complexity and diversity
of the institution's operations.
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10.5 Code of Ethics and lnternal Auditing Standards

The Chief Audit Executive shall conform with the Code of Professional
Ethics for Certified Public Accountants and ensure compliance with sound
internal auditing standards, such as the lnstitute of lnternal Auditors'
lnternal Standards for the Professional Practice of lnternal Auditing and

other supplemental standards issued by regulatory authorities/government
agencies. The Standards address independence and objectivity,
professional proficiency, scope of work, performance of audit work,
management of internal audit, quality assurance reviews, communication
and monitoring results.

11 Officers

'l'1.1 Definition of Officers

Officers shall include the CEO, the President, Senior Executive Vice
President, Executive Vice President, Senior Vice President, First Vice
President, Vice President and others mentioned as officers of the Bank, or
those whose duties as such are defined in the by-laws, or are generally
known to be the officers of the Bank (or any of its branches and offices
other than the head office) either through announcement, representation,
publication or any kind of communication made by the Bank: Provided, That
a person holding the position of Chairman or Vice Chairman of the Board
or another position in the Board shall not be considered as an officer unless
the duties of his position in the Board include functions of management
such as those ordinarily performed by regular officers: Provided, further,
that members of a group or committee, including sub-groups or sub-
committees, whose duties include functions of management such as those
ordinarily performed by regular officers, and are not purely
recommendatory or advisory, shall likewise be considered as officers.

11.2 Qualifications of an Officer

An officer shall have the following mtnimum qualifications

a. He shall be at least twenty-one (21) years of age;
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b. He shall be at least a college graduate, or have at least five (5) years
experience in banking ortrust operations or related activities or in a field
related to his position and responsibilities, or have undergone training
in banking or trust operations acceptable to the appropriate department
of the SES: Provided, however, That the trust officer who shall be
appointed shall possess any of the following:
1) at least five (5) years of actual experience (refers to the exposures

in trust operations either as officer of a trust entity or members of
trust committee) in trust operations;

2) at least three (3) years of actual experience in trust operations and
must have: (a) completed at least ninety (0) training hours in trust,
other fiduciary business, or investment management activities
acceptable to the Bangko Sentral; or (b) completed a relevant global
or local professional certification program; or (3) at least five (5)
years of actual experience as an officer of a bank and must have:
(a) completed at least ninety (90) training hours in trust, other
fiduciary business, or investment management activities acceptable
to the Bangko Sentral; or (b) completed a relevant global or local
professional certification program; and

c. He must be fit and proper for the position he is being
proposed/appointed to. ln determining whether a person is fit and
proper for a particular position, the following matters must be
considered: integrity/probity, competence, education, diligence and
experience/training

I1.3 Disq ualifications of an Officer

a. The disqualifications for directors mentioned in Section 4.4 this Manual
shall likewise apply to officers, except those stated in ltems "b(2)"and
b(7)

b. The spouses or relatives within the second degree of consanguinity or
affinity are prohibited from holding officership positions across the
following functional categories within a bank:
1) Decision making and senior management function, e.g., Chairman,

Chief Executive Officer (CEO), president, General Manager, and
Chief Finance Officer (CFO) other than the Treasurer or Controller:

2) Treasury function
3) Recordkeeping and financial reporting functions
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4) Safekeeping of assets
5) Risk management function
6) Compliance function
7) lnternal audit function

The spouse or a relative within the second degree of consanguinity or
affinity of any person holding the position of Store Manager or Service
Manager of a store of a Bank or their respective equivalent positions is

disqualified from holding or being appointed to any of said positions in

the same branch or extension office.

c. Any appointive or elective official, whether full time or part time, except
in cases where such service is incident to financial assistance provided
by the government or government owned or -controlled corporations
(GOCCS) or in cases allowed under existing law.

11.4 Duties and Responsibilities of Officers

a. To set the tone of good governance from the top.
b. To oversee the day-to-day management ofthe bank.
c. To ensure that duties are effectively delegated to the staff and to

establish a management structure that promotes accountability and
transparency.

d. To promote and strengthen checks and balances systems in the bank.

III. KEY GOVERNANCE POLICIES

L Related Party Transactions (RPT) Policy

The Related Party Transaction (RPT) policy of East West Bank aims to ensure that
all RPTs are conducted at arm's length and managed jn a manner that will protect
the Bank, its depositors, creditors and other stakeholders from conflicts of lnterest
and possible material risks arising from exposures to such transactions; and

All RPTS are appropriately reviewed, approved, ratified and disclosed as required
in compliance with legal and regulatory requarements.

All material RPTs shall be vetted by the Rpr committee, who in turns endorse the
same to the Board for approval. The materiality criteria takes into consideration the
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5 The Rules on conflict of lnterest shall also apply to officers and employees of the Bank. ppl\4
CON4P2013-003 on Related Party Transactions and Conflict of lnterest states that all Bank
employees and that of their connected persons, except the president being a director of the Bank
and shall be governed by section 14.3 of the ppM, shall obtain pre-clearlnce for their personal
dealings/trade from the Bank's Chief Compliance Officer or his designate.

nature of the transaction and the degree of risk associated with it and allows the
Bank to undertake RPTs in a timely manner while ensuring that the review
mandate of the RPT Committee shall be carried out judiciously and in accordance
to the Bank's size, risk profile and risk management framework.

Members of the Board of Directors, Stockholders or Management of the Bank shall
immediately disclose to the Board of Directors if they or their close family members
directly, indirectly or on behalf of third parties, have a financial interest or potential
conflict of interest in any transaction, arrangement or relationship affecting the
Bank. The duty to disclose shall include disclosure of relationships with clients,
prospects, service providers, suppliers and vendors.

The Bank shall ensure that its Annual Report and website appropriately disclose
the policies and procedures for managing RPTs, including managing of conflicts
of interest or potential conflicts of interest; responsibilities of the RPT Committee;
nature, terms and conditions of material RPTS as well as their outstanding
individual and aggregate balances.

2. Conflict of lnterest'

Directors must never allow themselves to be placed in a position where their
personal interests are in conflict (or could be in conflict) with the interests or
business of the Bank. They must avoid any situation or activity that compromises,
or may compromise, their judgment or ability to act in the best interest of the
Company. The Bank's policy on Conflict of lnterest is stated as follows.
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c. The director, who is in conflict of interest, should not vote and be counted
in determining the existence of a quorum at the Board of Directors' meeting
at which the matter is voted upon.

d. lf the conflict of interest is significant, ongoing and competing with the
Bank's interest and if it impedes the ability of the director to carry out his/her
duties, the Bank has the right to remove the director from his/her position.

e. The Board of Directors shall be governed by the Bank's policy on
acceptance of gifts to avoid conflict of interest contained in OMS
Personnel-1 0-000 Policy Manual.

Any transaction with conflict of interest requires prior approval of the members of
the Board.

3. lnsider Trading

The Bank is committed to preserving the confidentiality and preventing the misuse
of any sensitive, confidential or material information. lt is the Bank's policy that,
unless the information has been widely disseminated to the public, any director,
officer and employee who has sensitive or material information about the Bank or
its products or services, cannot apply for, acquire or dispose of such financial
products or Bank securities to which the inside information relates, or enter into an
agreement to do any of those things, either for himself or for another person.
lnformation generally would be considered widely disseminated if it has been
disclosed broadly to the marketplace, such as through a press release, SEC filing,
PSE disclosure, or placement on the Bank's website as may be warranted by the
situation. By contrast, information would likely not be considered widely
disseminated if it is available only to limited people within the Bank.

As a listed Bank, it is governed by the Philippine Stock Exchange (PSE) and the
Securities and Exchange Commission (SEC) on disclosure of trading transactions
of its Directors and Principal Officers. Principal Officers of the Bank shall pertain
to all Bank officers with a rank of Senior Vice President and up, all Heads of the
Governance units regardless of rank and Unit Heads of the key business units
regardless of rank. All Bank Directors and Principal Officers shall observe the pre-
clearance oftrade prior to engaging in any trading transactions. They shall likewise
inform the lnvestor Relations Office and the Office of the Corporate Secretary on
their trading transactions no later than one (1) banking day after the transaction is
executed.
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4. Whistle-BlowingPolicy

Employees, directors, stakeholders, clients, service providers and other third
parties are encouraged to report, in good faith, knowledge of any misconduct,
irregularity or act detrimental to the interests of the Bank and its stakeholders.

The reporting party or otheMise referred to as the "whistleblowefl' has choice of
communication channels to report any knowledge of misconduct or irregularity.
The report may be through the normal channel of reporting bank concerns which
is through the direct supervisor/manager of the personnel or officer involved in the
reportable behavior. However, if the reported misconduct or irregularity is not acted
upon by the direct supervisor or in the judgment of the whistleblower, the direct
supervisor is not in a position to address his report, the whistleblower may email
his/her report to: #WhistleBlowinoCommittee@easwestbanker.com or call any of
the following Designated Officers: Human Resources Group Head, Chief Audit
Executive, Chief Risk Officer or Chief Compliance Officer.

lf the issue to be reported is serious and sensitive, the whistleblower may directly
approach the President, CEO or the Chairman of the Board of Directors. A member
of the Board of Directors reporting an activity under this policy may raise his
concerns to the Chairman of the Audit Committee, Chairman of the Corporate
Governance and Compliance Committee or the Chairman of the Board of
Directors.

The whistleblower may disclose his/her identity or opt to remain anonymous.
However, sufficient information must be provided to aid in the investigation of the
reported misconduct, irregularity or improper activity. The whistleblower should
refrain from obtaining evidence for which he/she does not have right of access but
his/her cooperation in the investigation, if needed, is expected.

Ample protection is accorded to a whistleblower which includes, among others: (i)
Confidentiality of identity and of the information reported; (ii) Non-retaliation against
the whistleblower; (iii) Protection and security of his/her person and his/her family;
(iv) Transfer to another unrt; and/or, (v) Reinstatement to the same or comparable
position and back benefits and pay, lf warranted by the circumstances.

On the olher hand, any person implicated in the reported act is accorded the right
to be informed of the act he/she is alleged to have committed, its penalties or
consequences, the right to counsel of his own choice, the right to be heard and
present evidence on his/her defense, and the right to be informed ofthe resolution
of the investrgatton or action taken.
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This policy sets forth a reporting process beyond the normal reporting line to
provide an alternative venue for reporting any irregularity, misconducl or
suspicious activities to the Management but this is without prejudice to established
procedures ofthe Bank in handling disciplinary cases under its Code of Ethics and
Discipline.

5. Empowering and Engaging Employees

The Bank ensures that its people are empowered, highly competent, engaged and
collaborative and is well-invested in their personal and professional growth. lt
promotes competency-based career progression which recognizes employee
value and their potential for stepping up their professional development and
increasing their contribution to the Bank.

Through Eastwest's Learning Academy, the Bank creates a learning environment
that gives its people opportunities to gain knowledge, continuously hone their skills
and sharpen their competencies. Training programs include Foundational Courses
in Banking, Officers' and Business Development Programs, Leadership and
Personal Effectiveness.

The Bank has an Employee Relations Council (ERC) composed of representatives
from various units which ensures that the interests and concerns of its employees
are heard and properly addressed. Through its corporate social responsibility
(CSR) initiatives, the ERC also helps employees participate in meaningful work
that can make a difference in the communities where the Bank's offices operate.

The Bank believes that caring for the health and well-being and the safety and
security of our employees is important to having sound corporate governance. lt
strives to create a healthy workplace that encourages people to stay well. The
Bank has a wide range of programs and initiatives to help promote workplace
wellness, focusing on worksite safety and injury prevention,

IV. RISK MANAGEMENT FUNCTION

1. Function

Risk ltlanagement is generally responsible for:

a. Defining risk management strategy;
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b. ldentifying the key risk exposures and assessing and measuring the
extent of risk exposures of the bank and its trust operations;

c. Evaluating and categorizing each identified risk using the company's
predefined risk categories and parameters;

d. Establishing a risk register with clearly defined, prioritized and residual
risks;

e. Developing a risk mitigation plan for the most important risks to the
company, as defined by the risk management strategy;

f. Monitoring the risk exposures and determining the corresponding
capital requirement in accordance with the Basel capital adequacy
framework and based on the bank's internal capital adequacy
assessment on an on-going basis;

g. Monitoring and assessing decisions to accept particular risks whether
these are consistent with board approved policies on risk tolerance and
the effectiveness of the corresponding risk mitigation measures;

h. Reporting on a regular basis to Senior Management and to the Board
of Directors of the results of assessment and monitoring.

Risk management personnel shall possess sufficient experience and
qualifications, including knowledge on the banking business, the developments
in the market, industry and product lines, as well as mastery of risk disciplines.
They shall have the ability and willingness to challenge business lines
regarding all aspects of risk arising from the bank's activities

V. COMMUNICATIONPROCESS

1. This Manual shall be available for inspection by any stockholder of the Bank at
reasonable hours on business days.

3. The copy of this Manual will be posted and be made available in the Bank,s
intranet.

2. QualificationStandards

2. All directors, executives, division and department heads are tasked to ensure
the thorough dissemination of this Manual to all employees and related third
parties, and to likewise enjoin compliance in the process.
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4. The Board and Senior Management shall ensure that stakeholders are kept
informed through the annual meeting of shareholders, annual report, general
!nformation sheet, quarterly financial reports, news releases, and other
meetings. The Bank's website provides extensive information about the Board,
its mandate, the Board committees and their charters, Directors and other
relevant information.

1. A new Director of the Bank shall attend a seminar on corporate governance
conducted by SEC accredited training provider.

2. All members of the current Board and the Bank's key officers shall attend, at
least once a yeat, a refresher program on relevant corporate governance and
compliance topics conducted by training providers duly accredited by the SEC.

VII. REPORTORIAL AND DISCLOSURE SYSTEM

1. The reports or disclosures required under this Manual shall be prepared and
submitted to the SEC by the Office of the Corporate Secretary or responsible
officer designated by the Bank.

2. All material information about the Bank that could potentially affect share price,
its viability or the interest of its stockholders and other stakeholders, shall be
publicly and timely disclosed. Such information shall include corporate
strategy, earnings results, material acquisition or disposal of assets, off
balance sheet transactions, Board changes, material related party
transactions, shareholdings of directors, changes to ownership and direct and
indirect remuneration of members of the Board and Senior Management.

The Board shall therefore commit at all times to full disclosure of material
information dea ngs. lt shall cause the filing of all required information through
the appropriate Exchange mechanisms for listed companies and submissions
to the Commission for the interest of its stockholders and other stakeholders.
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3. Other information that shall be disclosed includes --
a. Remuneration (including stock options) of all directors and senior

management; and
b. Experience and qualification of individual Board members and key

executives as well as any potential conflicts of interest which may affect
their judgement.

4. All disclosed information shall be released via the approved stock exchange
procedure for Bank announcements as well as through the annual report.

5. The Board shall commit at all times to fully disclose material information
dealings. lt shall cause the filing of all required information for the interest of
the stakeholders.

VIII. STAKEHOLDERS'BENEFITS

The Bank recognizes that the most cogent proof of good corporate governance is
that which is visible to the eyes of its investors, particularly minority shareholders.
Therefore, the following provisions are issued for the guidance of all internal and
external parties concerned, as the governance covenant between the Bank and all
its investors.

lnvestors' Rights and Protection

The Board shall be committed to respect the following rights of the stockholders

1. Voting Right

a. Shareholders shall have the right to elect, remove and replace directors
and vote on certain corporate acts in accordance with the Bank Code.

b. Cumulative voting shall be used in the election of directors.
c. A Director shall not be removed without cause if it will deny minority

shareholders representation in the Board.
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2. Pre-emptive Right

No stockholder of the Bank shall, because of his ownership of stock, have
preemptive right or right to purchase, subscribed for, or take any stock or any part
of the notes, debentures, bonds or other securities convertible into a carrying
option or warrant to purchase stock of the Bank issued, optioned or sold by it after
its incorporation. Any part of the capital stock and any part of the notes,
debentures, bonds or other securities convertible into carrying option or warrant to
purchase stock of the Bank may be issued, optioned for sale and sold or dispose
of by the Bank pursuant to the resolution of its Board of Directors for such person
and upon terms as may to such Board seems proper without first offering such
stock or securities or any part thereof to existing stockholders.

No transfer of stock or interest which reduces the ownership of Filipino citizens to
less than the required percentage of capital stock shall be allowed or permitted to
be recorded in the books of the Bank. The foregoing restrictions shall be printed in

all the articles of stock to be issued by the corporation. Any violation of the
foregoing restrictions shall be treated as null and void.

3. Power of lnspection

AII shareholders shall be allowed to inspect corporate books and records including
minutes of Board meetings and stock registries in accordance with the Corporation
Code and shall be furnished with annual reports, including financial statements,
without cost or restrictions.

4. Right to information

a. The Shareholders shall be provided with, upon request, periodic reports
which disclose personal and professional information about the directors
and officers, as may be determined by the Board as relevant in the exercise
of functions as such directors and officers, and certain other matters such
as their holdings of the Bank's shares dealings, dealings with the Bank,
relationships among directors and key officers, and the aggregate
compensation of directors and officers.

b. The minority shareholders shall be granted the right to propose the holding
of a meeting, and the right to propose items in the agenda of the meeting,
provided the items are for legitimate business purposes.
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c. 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".

d. Result of the votes taken during the most recent Annual or Special
Shareholder's Meeting publicly available the next working day. ln addition,
the Minutes of the Annual and Special Shareholder' Meeting shall be
available to the company website within five business days from the end of
the meeting.

5. Rights to Dividends

a. Shareholders shall have the right to receive dividends subject to the
discretion of the Board.

b. The Bank shall be compelled to declare dividends when its retained
earnings shall be in excess of 100o/o ol its paid-in capital stock, except: a)
when justified by definite corporate expansion projects or programs
approved by the Board or b) when the Bank is prohibited under any loan
agreement with any financial institution or creditor, whether local or foreign,
from declaring dividends without its consent, and such consent has not
been secured; or c) when it can be clearly shown that such retention is

necessary under special circumstances obtaining in the Bank, such as
when there is a need for special reserve for probable contingencies.

6. Appraisal Right

The shareholder shall have appraisal rights or the right to dissent and demand
payment of the fair value of their shares in the manner provided for under
Section 82 of the Corporation Code of the Philippines, under any of the
following circumstances:

a. ln case any amendment to the Articles of lncorporation has the effect of
changing or restricting the rights of any stockholders or class of shares, or
of authorizing preferences in any respect superior to those of outstanding
shares of any class, or of extending or shortening the term of corporate
existence;
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b. ln case of sale, lease, exchange, transfer, mortgage, pledge or other
disposition of all or substantially all ofthe corporate property and assets as
provided in the Corporation Code; and

c. ln case of merger or consolidation.

Any stockholder who votes against a proposed corporate action may avail
himself of the right of appraisal by making a written demand on the Bank within
thirty (30) days after the meeting for the payment of the fair value of his shares.
ln order to perfect such right, the stockholder shall follow the procedures as
described under Sections 81 to 86 of The Corporation Code.

It shall be the duty of the Board to promote shareholder rights, remove
impediments to the exercise of shareholders' right and allow possibilities to
seek redress for violation of their rights. lt shall encourage the exercise of
shareholder's voting rights and the solution of collective action problems
through appropriate mechanisms. lt shall be instrumental in removing
excessive costs and other administrative or practical impediments to
shareholders participating in meetings and/or voting in person. The Board shall
pave the way for the electronic filing and distribution of shareholder information
necessary to make informed decisions subject to legal constraints.

IX. MONITORINGASSESSMENT

1 . Each Committee shall report regularly to the Board

2. The Corporate Governance and Compliance Committee, with the assistance
of the Chief Compliance Officer, shall establish an evaluation system to
determine and measure compliance with this Manual and the SEC Revised
Code of Corporate Governance.

3. Any violation thereof shall subject the responsible officer or employee to the
penalty under Part X of this Manual.

4. The establishment of such evaluation system, including the features thereof
shall be disclosed in the Bank's annual report (SEC Form 17-A) or in such form
of report that is applicable to the Bank. The adoption of such performance
evaluation system must be covered by a Board approval.
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5. ThisManual shall be subject to annual reviewunless amendments are required
by regulatory announcements or by the Board.

6. All business processes and practices being performed within any business unit
of the Bank that are not consistent with any portion of this Manual shall be
revoked unless upgraded to the compliant extent.

An annual governance and performance self-rating exercise shall be undertaken
by the Board of Directors, its members and all Board Committees not later than
April of every year. The results shall be consolidated and presented by the Chief
Compliance Officer to the Board through the Corporate Governance and
Compliance Committee prior to the Annual Stockholders' Meeting.

Each assessment form shall have a series of statements that describe the desired
composition, functions and responsibilities of the Board, each Committee and
individual director in accordance with this Manual. The member of the Board shall
rate each statement using a number scale of 'l to 5 with 5 as the highest. The over-
all self-assessment score shall be computed using the simple average method for
all statements rated by the Board member.

The self-assessment results shall provide an overall view of the performance of
the Board and its committees which can aid in leveraging on the strengths of
individual and collective efforts and working on areas of improvement in the
conduct of oversight and governance. A decrease of at least 100/o from the previous
year's over-all assessment score or an individual rating of 3 or below on any ofthe
statements in the self-assessment form shall warrant further evaluation and
recommendations and/or action plan, if any, for the Board to address issues raised.

lf deemed needed by the Board, an external facilitator may be engaged to assist
the Board in assessing its performance, rndividual directors, and Committees.
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XI, REGULAR REVIEW OF THE CODE AND SCORECARD

To monitor the compliance by covered corporations either Revised Code of
Corporate Governance, SEC may require the Bank to accomplish annually a
scorecard n the scope, nature and extent of the actions they have taken to meet
the objectives of the Code.
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Activity

Opening Remarks

Overview of Corporate Governance

Part 1: Anti-Money Laundering (AMLA) - Updates

Part 2: Cybersecurity

Part 3: Data Privacy Act

SGV's Closing Remarks

Lunch Break

Part 4: Anti-Discrimination Law

Closing Remarks

Time

A.M. Snacks

9:30 a.m. to 9:35 a.m.

9:35 a.m. to 9:45 a.m.

9:45 a.m. to 11:15 a.m.

11:15 a.m. to 12:15 p.m.

12:15 p.m. to 1:O0 p.m.

1:00 p.m. to 1:O5 p.m.

1:05 p.m. to 2:O0 p.m.

2:00 p.m. to 2:30 p.m.

(

Speakers

Jonathan T. Gotianun
Chairman, EastWest

Leonardo J. Matignas, Jr.
(SGV)

Vicky Lee-Salas
(SGV)

Warren R. Bituin
(SGV)

Warren R. Bituin
(SGV)

Leonardo J. Matignas, Jr.
(SGV)

N/A

EastWest:ln-house

Antonio C. Moncupa, Jr.
CEO, EastWest

Agenda

J
J
ox
E

Page 3

2:30 p.m. to 2:35 p.m.

(

i(D



Annex C

CONFIOENTIAL

East W€sl Bankang Corporation
Audrt Commrtlee Meetrng
May 18 20'17 11rooanr

I, ATTENDANCE:

Members Present:
Mr. Carlos R Alrndada - Chairman
Mr PaulA Aquino
Mr Jose S Sandejas

AlslPlqgei!
Antonio C Moncupa. Vrce Chairman & CEO
Roberto S Reyes, Prerrdent & Deputy CEO

lnternalAudrt
SVP Elorda F Oquialda
SAVP Ma Te.esa L Bayanr
AVP Jasmin J [4analo
SM Maflza C Gakvo

Consumer Lendino Cluster
EVP Jacquelrne S Ferrandez
SAVP Christrna M. Navarro

Re!?ll€a !!O.s Qlq!Ie!
SEVP Gerardo Susrneran0
VP Rene Z Sampanq

II. CALL TO ORDER AND CERIIFICATION OF OUORUM

Dir. Carlos R. Alrndada Charrman of the Aud( Commrttee, called the meetrng to order The
Charrmaf certried the existence of a quorum and AVP J.lManalo was tasked lo take lhe ,ninutes
of lhe ,neeting

III, APPROVAL OF THE MINUTES OF THE MEETING DATEO APRIL20,2017

The Conli)rltee approved the nlr,rules of
THt EXE CU I IVE 

'OMMITTEEB' rNe oorno oF erRr,(:laes

[J Hci 11

I r,,,.,',.,ur

.J,il,i
"1 r qbtcriol it eoali<taatidt ond ptoo.itorr to Edttwest Bont

o rcan.voi .yst.h, ot t.onshttted ih ony lo,@. d lJy lny ,Eont

2!:
t-i

I:.: '.,, .) ,. ..i1:YIt!i'.-7.4r!t.



V. OIHER MATIERS

SVP EFoquialda requested for approval the additronal coverage of SGVs currenl VAPT
engagement to include the Bank's Mobile Banking with total price of P327K. Chairman
CRAlindada rnstructed InternalAudrt to negotiate the amount further wth SGV

VI, ADJOURNMENT

-l 
hgre being no other matters to discuss, and upon nrotion duly fl-rade and seconded, the meetrng

was adlourned at 1:00pm

[,1 ken by.

Jasm J Nlanalo
Oflice Audit I

ROVED

Attested byl

Elorda F Oquialda
SVP and Chref Audrl Executlve

. ar-
,,4 ' \ V_

A1 I

Com C ha rrman
lNo JOSE S SANDEJAS

Member
P



CONFIDENTIAL

East Wcat Banking Corporation
Auc it Commrttee L4eeling

Decerber 8. 2016. 12 30AM

I. AlTENOANCEI

Members Paese.]iL
Mr Carlos R Alrnoada - Chalrman
Mr PaulA Aquino
Mr. Jose S. Sandetas

lnternal Audit:
SVP Eloida F. Oauialda
SAVP Ma. Teresa L Eayani

AVP Chnstine R. Saman
AVP Jasmm J Manalo
AVP Richmond A. Brsenro

SM tulariza C Galivo

Also Present.
Antonio C. Moncupa, Presadenl 8 CEO
Jose EmmanuelU Hrlado. SEVP & COO

Eetat-B-alt1l]q c]lrslgr
SEVP Gerardo Susmerano

VP Rene Z Sampang

lrlalo-alo_i syll€tr!_Qra!'p
SVP Oomnrqo V 6|ran,o

Coroo.ale !ea!!
AVP Orlbe( D Tan

fu tlotlE! Servtce Dvrs,on
FVP Grna [rane C Galita

II. CALL TO ORDER AND CERTIFICATION OF QUORUM

Drr Caalos R. Alindada. Char.man of the Audit Cornmittee, called the meelrng lo order The
Chairman certified lhe exrstence of a quorrJm and SM Mariza C. Galrvo was tasked to take the
minutes ol lhe meeting.

III. APPROVAL OF THE MINUTES OF THE MEETING DATED OCTOBER 20, 2015



l)391r 3 ul 3

Pres. Aclvoncupa inquired cn the objectives lor conductrng the migratron audrt SVP
EFOquialda explarned lhat S Audil conducted an rndependent review ol the controls
over the migration aclivily ar d to ensure data integ.ity

The Auditconn Drrectors tooli nole of the results ot iS Aud( revrews

4. Outg,elrgltgpl VulneraEjlily a.!{J:e[q!r!]jgn-_IeS!inS_1yA-&PI)

AVP RABisenio briefly discussed lo the Audit Committee the requ(ement ot BSP Circular 808
on the annual VA&PT which shou d be conduct€d by a lhird party provider He also preserted
lhe results of the Inlernal Audil's evalualioo of three (3) audrting firms who submitted iherr
proposals and also A!d('s reconrmendation Ihe Commiltee aifirmed the reconrrnendatron
of lnlernal Audit to hire SGV-Ernest and Young for lhe VA&PT engagemenl ,or conlrnLrty and
lechnrcal proficiency reasons.

5 OUlslatdr|lq.iliqh Rrsk l:slreg

SVP EFoquialda discussed lhe status of outstanding hrgh risk rssues These were also
provided to lhe business unit's ar,d resolution are being monilored

V. OTHER MATTERS

SVP EFoquialda presenled and requested approval o, the 2017 work plan to lhe Audit
Commitlee. Shementioned thal lnternal Aud it will need additional 34 aud(ors to accomplrsh
lhe plan, considering the followrng:
z 267 unils were rated high risk and lhose that have not been audrled rn the last three

years,
. 160 units failed in the last audrt and should be revisrted within next year
; 11 new sloaes o. additions to our universe and
; 107 units \,yhich audits are mandatory (e.g Trust, Risk Management. Conrpliance elc)

and support unjls.

Audrt Committee approved the work plan aod hrrng ol addrlional aud'lors. P.esidenl
ACMoncupa commented that thc additional auditors may eventually be redeployed to otner
un(s gf the bank specially wher the exisling systems can be oplrmrzed to rmprove/reduce
audit processes

VI. ADJOURNMENT

There being no other matters 1o d,scuss, and upon motron duly made and seconded, the o)eetiog
was adlourned at 2PM.

[,,linutes taken by

Lt -
GaIvo

SMIH Audrt ll

APPROVED BYI

S rt

Attested by

,/LUr-fr"-
Erotoa I uquratoa

SVP and Chief Audit Executive

C
it Commillee

IN
trrna n

JOSE S, SANDEJAS
Men')ber

CONFIOENTIAL

v.
),)t-- ''. -'

PAUL A AqUINO

/ ,"^ot',



Annex F

This moleriol is internol/confidenliol ond proprietory lo EoslWesl Bonk.
No port of this moteriol moy be reproduced; slored in or

inkoduced into o re'trievol system, or tronsmitted in ony form,
or by ony meons (electronic, mechonicol, photocopying, recording

or olherwise); or be disclosed to third porties withoul
lhe prior written permission of Eostwest Bonk.

It sholl be the responsibility of lhe owner of this documenl'to ensure
thot lhis is onnuolly reviewed ond updoted, os opplicoble.

PPM 201 6-007 f Revised/
REIATED PARTY TRANSACTIONS
December I 4, 201 7
IMMEDIATELY

Reference Number
Title
lssue Dole
Effectivity Dote



O eashruesl Complionce
PPM 2016 - 007

(Revised December 20 I 7)

,NIERNAI. CONF'DENI'AI.

APPROVAT SHEET

Version 5.0 (Revlsed December 14, 2017)

Vetslon 4.0 (Revised August 31 , 201 7)

Version 3.0 (Revised Februory 23, 20'17)

Title of Monuol
REI.ATED PARTY TRANSACTIONS

Policy Exper.i

Complionce
lssue Dote
December 14, 2O17

Poge No.

2of 26

Prepored by Mo. Bernodetle T. Rotcliffe Complionce Approvo on file 12107 /2017

Endorsed by RPT Commillee Approvol on file 12/47 /2017

Boord of Directors Approvol on file 12/14/2417

NAME UNIT SIGNATURE DATE

Prepored by Mo. Eernodetie T. Rotcliffe Complionce Approvol on file 08/22/2017

Endorsed by RPT Committee Approvol on file 08/2212017

08/31 12017Approved by Boord of Direc'lors Approvol on file

ACTION NAME UNIT

02/21 /2O17ComplioncePrepored by

Approvol on file 02/2112017RPT Commiltee

02/2312017Approvol on fileApproved by Boord of Direclors

SIGNATURE DATEACTION U}III

Contains IIWB Conlid€ntial lnibrmation

ACT:ON

Approved by

SIGNAIURE DAIE

NAME

Mo. Bernodetle T. Rotcliffe Approvol on file

Endorsed by



O easlwesf Compllonce
PPM20r6-007

(Revised Decembet 20 I 7)

,NIERNAI./ CONF'DENT'AI

Version 2.0 (Revlsed December 15, 201 6)

Tiile of Monuol
RETATED PARTY TRANSACTIONS

Policy Expert
Com plionce

lssue Dote
December 14, 2O17

Poge No.
3of26

Prepored by Mo- Bernodelte T- Rotcliffe Complionce Approvol on file 12/48/2016

Endorsed by Anlonio C. Moncupo, Jr
Office of the

President & CEO
Approvol on file 12108/2016

Endorsed by RPT Commitlee Approvol on file 12/O8/2016

Approved by Boord of Directors Approvol on file 12t1s/2A16

ACTION NAME UNIT SIGNAIURE DATE

Contains EWB Confldential Intbrmation



Oeastwest Complionce
PPM20r6-007

(Revised Decembet 20 I 7)

,NIERNAI./ CONF'DENI'AI.

Version 1.0 (lssued June 30, 2016)

Tltle of Monuol
RETATED PARTY IRANSACTIONS

Policy Expert lssue Doie
December 1 4, 20)7

Poge No.
4of26

Mo. Bernodetle T.

Rotcliffe

Allon John M. Tumbooo

Complionce

Bonk Morkeling
ond Corporote

Communicolions

Emoil opprovol on
file

Emoil opprovol on file

05/20/2016

45131 l2A) 6

Mo. Alicio C. Arnoldo Operotions ond
Technoloqy

Emoll opprovol on file
05/3112016

Jocqueline S. Fernondez Consumer Lendino Emoii opprovol on file 45131 /20) 6

Ernesto T. Uy
Corporote
BonkinO I

Emoil opprovol on file
a5/31 /2416

Corporote
Bonking ll

Emoil opprovol on file
05t31 /2016

Renoto P. Perolto
Credil

Monogemenl
Emoil opprovol on flle

o5/3t t2016

Gino Morie C. Go ito Customer Service Emoil opprovol on file 05/31/2016

Jeonnette Yvonne M.
Zooolo Distribufion

Emoil opprovol on file
05/3t /2016

Renoto K. De Borjo Finonce Emoil opprovol on file 05131/2016

Consuelo V. Donies Humon Resources Emoil opprovol on flle 05t31 /2016

Eloido F. Oquioldo ln'iernol Audlt Emoil opprovol on file 0s/31/2016

a5/31/2016Roberto N. Fernondez lnvestmeni
Bonking

Emoil opprovol on file

05131 12016Noemi A. Gollordo

Office of the
Corporoie
Secretory

Emoil opprovol on file

Retoil Bonking Emoil opprovol on file 05t31 /2016Gerordo Susmerono

05/31/2016Groce N. Ang Risk Monogement Emoil opprovol on file

Sofety ond
Security

Emoil opprovol on file 05/31/2016Alvin S. Dimlo

Emoil opprovol on file
05/3112016Treosury

Cherry Ann Vonesso
Borosi-Kimpo

Emoil opprovol on file 45131 12416Trust

Prepored by

Concurred by

Angel Morie L. Pocis

SIGNATURE

Con(ains EWB Confi dential Information

Complionce

ACTION NAME UNIT DATE

Ferdinqnd E. Yop



O eas[west Complionce
PPM 2016 - 007

(Revised Decembet 20 I 7)

,NIERNAI/ CONFIDENrIAL
Title of Monuol

RETATED PARTY TRANSACTIONS

Policy Experi
Complionce

lssue Dole
December 14,2017

Poge No.
5of26

Endorsed By RPT Committee Approvol on file 06/24/2016

Approved by Boord of Directors Approvo on file 46130/2416

Contains EWB Confi dential Information



O eastwes[ Complionce
PPM 2016 - 007

(Revised December 20 I 7)

,NIERNAT CONFIDENI'AI.

DISTRIBUTION tIST

RETATED PARTY TRANSACTIONS

Policy Expert

Complionce
lssue Dole
December 14, 2017

Poge No.

6ot26

All Units

Contains EWB Conlidential lnfomlation

EASTWEST BANK UNITS

Tiile of Monuol



O easlwesl Complionce
PPM20]6-007

(Revised Decembet 20 I 7)

,NIERNAI./ CONFIDENTIAL

DOCUMENT CONTROT

Title of Monuol
RETATED PARTY TRANSACTIONS

Policy Expert
C omplio nce

lssue Dote
December 14, 2Ol7

Poge No.

7of26

1.0 June 30, 2016 RETATED PARTY TRANSACTIONS

This Reloted Porly Tronsoction {RPT) policy of Eost West
Bonk oims to ensure thot --
l. All RPTS ore conducled ol orm's length ond

monoged in o moer thot will protect lhe Bonk, its
depositors, creditors ond olher stokeholders from
conflicts of interest ond possible moleriol risks orising
from exposures lo such tronsoctions; ond

2. Alt RPTs ore oppropriotely reviewed, opproved,
rotifled ond disclosed os required in complionce wiih
legol ond regulotory requiremenis.

Further, this manuql sholl supersede o I exisling provisions
relotive to Reloied Porty Tronsoctions os stipuloted in PM
COMP 2013-003 (Reloted Porty Tronsoctions ond Conflict of
lnteresl, issued 12/19113) ond sholl supersede IOM 2014-
031 (Guidelines on lhe Vetling of Reloled Porty Tronsoclions
ond DOSRI Tronsoclions by CGCC, issued l2l18/14).

December 15, 2016 REI.ATED PARTY TRANSACTIONS

This version further omends the provision in the June 30,
2016 monuol.

3.0 Febtuory 23,2017 REI.ATED PARTY TRANSACTIONS

This version includes lhe following omendments in this
monuol:

Added provision under the Generol Crileriq for Approvol
of Reloted Porly Tronsoclions to enhonce documenlotion
ond justificotion lo support the terms, roies ond conditions
offered in on RPT:

Xxx
5.1 For credit tronsoctions, pricing is bosed on the Tronsfer
Pool Rote {TPR) plus the torgeled spreod depending on
the product ond lhe client segmeni.
Xxx

VERSION ISSUE DATE

Contains EWB Confi dential Information

DESCRIPTION



O eastwest Complionce
PPM20l6-007

(Revised December 20 I 7)

,NIERNAI,/ CONF'DENT'A I.

Title of Monuo
RETATED PARTY TRANSACTIONS

Policy Expert

Complionce
lssue Dote
December ) 4, 2017

Poge No.

8of26

5.4 For leose ogreements, it sholl be delermined by on
qccredited thirdporty opproisol compony or lhrough
morket survey of similor leose ogreements in the oreo.

4.4 Augusl 31, 2017

This version omended the Definition of Bonk Officers under
Reloted Porty ond the covered Seclions used in reference
lo lhe Definition of the Directors, Stockholders, Key Officers
of lhe Bonk's reloted porties ond iheir close fomily
members.

5.0 December 31, 2017

This version omended certoin provision under Seciion E on
lhe Review ond Approvol process of Reloied Porly
Tronsoctions.

REI.ATED PARTY TRANSACTIONS

VERSION ISSUE DATE DESCRIPTION

Contains EWB Confidential lnformalion

REIATED PARTY TRANSACTIONS
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Complionce
PPM20r6-007

(Revised Decembet 20 I 7)

,NIERNAI./ CONF'DENI'AI.

I. INTRODUCTION

The Bongko Senlrol ng Pilipinos recognizes thot tronsoctions belween ond omong reloted
porties creote finonciol, commerciol ond economic benefils to individuol institutions ond
lo the enlire group where soid inslitu'tions belong. ln this regord, reloted porty lronsoctions
ore generolly ollowed provided, thot these ore done on on orm's length bosis.

This Reloted Porty Tronsoction (RPI) policy of Eost West Bonk oims to ensure lhot --

All RPTS ore oppropriolely reviewed, opproved, rotified ond disclosed os required
in complionce wilh legol ond regulolory requiremen'ts.

Furlher, lhis monuol sholl supersede oll existing provisions relotlve lo Reloled Porly
Tronsoctions os stipuloled in PM COMP 2013-003 (Reloted Porly Tronsoctions ond Conflici
of lnteresl, issued 1 2/ I 9/ I 3) I ond sholl supersede IOM 201 4-031 {Guidelines on the Vetling
of Reloled Porty Tronsoctions ond DOSRI Tronsoctlons by CGCC, lssued l2118/14).

II. DEFINITION OF TERMS

A. Definition of o Relo'ted Porly

A Reloled Porty is defined to be --
Direclors, Officers, Stockholders ond Reloted lnteresls (DOSRI) of the Bonk os
defined in lhe BSP Monuol of Regulolions for Bonks (MROB) Subseclion X14l.l
{Direclors), X142.1 (Officers) ond X326.1 (Slockholdersz ond Reloted lnlerest) ond
ony omendmenls there'to.

Close fomily members of lhe Bonk's Directors, Officers ond Stockholders (DOS) who
ore relotives wilhin lhe second degree of consonguinity or oflinity or by legol

I Only the RPT provisions covered under PM COMP 2013{03 sholl be superseded ond thot the existing
policies on Conflict of lnterest sholl remoin in effecl until omended/updoied by Complionce through
issuonce of o seporote monuol.2 A stockholder whose stockholdings in the bonk, individuolly ond collectively with stockholdings of his
reloled interesl omount to I % or more of the tolol subscribed copitol stock of the bonk is subject to DOSRI
rules.

Cootains EWB Confidential lnformation

O eastwest

2

2

Title of Monuol
RETATED PARTY TRANSACTIONS

Policy Experi

Complionce
lssue Dote
December 14. 2017

Poge No.

lO ot 26

All RPTs ore conducled of orm's length ond monoged in o monner thol will prolecl
the Bonk, its depositors, credilors ond oiher stokeholders from conflicls of inlerest
ond possible moteriol risks orising from exposures'lo such tronsoc'lions; ond

t.

t.



O easlwest Complionce
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(Revrted December 20 I 7)

,NIERNAI./ CONF'DENT'AI.
litle of Monuol

RETATED PARTY TRANSACTIONS

Policy Expert

Complionce
lssue Dole
December 14, 2017

Poge No.

l1 of 26

The following ore considered close fomily members of the Bonk's DOS:

Spouse
Porent
chitd
Brother/Sister
Grondporent
Grondchild
Porentin-low
Son-/Doughter-in-low
Brother/Sister-in-low
Grondporent-in-low
Grondchild-in-low

Any individuol living wilhin the some household of lhe DOS whose inleresl or
influence moy pose potentiol conflicl of interest with the Bonk.

The Bonk's subsidiories ond offiliotess ond ony porty, including 'lheir subsidiories ond
offiliotes, which lhe Bonk directly or indirectly controls.

Control of o compony exisls when there is ony of the following conditions

Power over more thon % ol lhe voting righls by virtue of on ogreemen't wilh
olher stockholders; or
Power lo govern lhe finonciol ond operoting policies of the compony under
o siotue or on ogreement; or
Powello oppoinl or remove the mojority of the members of the Boord of
Direciors or equivolenl governing body; or
Power lo cost the mojorily votes ot meetings of lhe Boord of Direclors or
equivolent governing body; or
Any olher orrongemenl similor lo ony of lhe obove.

3 There is common-low relotionship when o mon ond o womon who ore copociloted 10 morry eoch other,
live exclusively wilh eoch other os husbond ond wife wlthout the benefit of morrioge or under o void
morrioge. (See Article I47 of the Fomily Code)

a As stoled in PPM 2015{90 on Employmenl Policy.5 As defined in lhe BSP Monuol of Regulotions for Bonks (MORB) Subseciion Xl4l.2 {Subsidiories ond
Affiliotes)

Contains EWB Confidential Information

o.
b.
c.
d.
e.
f.

s.
h.
i.

t.
k.

3

4

o

b

c

d

e

odoplion, legilimole or common-low.s For the purpose of lhis specific provision of
the RPT Policy, "Officers" refer to lhe Chief Execulive Officer ICEO). the Presidenl.
their direcl reports ond heods of Governonce unils, reoordless of ronk, ond oll
senior officers with the ronk of Senior Vice President ond uo.4

I



Complionce
PPM 2016 - 007

(Revised December 20 I 7)

,NIERNAI./ CONF'DENI'AI.

Conlrol is presumed to exisl if there is ownership or holding, whether direct or
indirecl, of twenty (20%) percent or more of o closs of voting shores of o compony.
The Bonk moy discloim or rebul the presumplion by presenting supporting
documenls ond by submitling o written commilment.r

Entities within the Filinvest group, directly or indireclly controlled by the poren't of
'the Bonk ond/or its subsidiories ond offiliotes, which exert controlz over the Bonk.

Directors, Slockholders, Key Officers of the Bonk's reloied porties ond their close
fomily members os defined in Seclions ll.A.2, ll.A.3. ll.A.4 ond ll.A.5 ol lhis oolicv. Key
Officers os defined for this provision ore the Chief Execulive Officer, President or
equivolenl ronk of lhe Bonk's reloted porties ond his direct reports who ore
responsible for their compony's strotegic, finonciol ond operoting policy decisions
ond implemenlotion.

Dkecl or lndkecl linkoges to o bonk identified os follows:
7 .\ Ownership, control or power to vo'le, of ten percent (l 0%) to less thon

lwenty percenl (20%) ol lhe outstonding voling stock of the borrowing
entity, or vice-verso;

7.2 lnterlocking directorship or officership, except in coses involving
independent direc'lors os defined under exisling regulolions or directors
holding nominol shore in the bonowing corporotion;

7.3 Common siockholders owning ol leosl ten percenl (10%) of the
outslonding voling stock of lhe bonk ond len percent (10%) to less lhon
twenty percent (20%) ol the oulstonding voting slock of lhe borrowing
enlity; or

7.4 Permonent proxy or voling lrusts in fovor of the bonk constituling ten
percenl (10%) to less thon twenty percenl (20%) of 'the oulstonding voting
stock of lhe borrowing eniity, or vice verso.

B Any person or juridicol entity os identified by the Boord of Directors whose interesl
or influence on o reloted porty ond its tronsoction moy pose polentiol conflict of
interesl wilh the Bonk.

6 Written commitment sholl contoin declorotions stoted in Section X146.i.4 os omended by Circulor No
895 Series of 2015.7 Refer 10 definifion of "Control" in section ll.A.3 obove.

Contains EwB Confi dential lnformalion

easlwest
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,NIERNAI. CONF'DENI'AT

B. Definition of Reloted Porty Tronsoclion

A reloled porly ironsoclion (RPT) covers ony of the following direcl or indirect (i.e. done in
beholl of o reloted porly) tronsoctions or deolings. viewed in eilher porty's perspective,
belween the Bonk, including its Trusl Division ond ils reloted porty, wilh or wilhoul
underlying monetory considerotion. ln oddition, the RPT scope sholl include oulslonding
lronsoclions thot were iniliolly enlered into wilh on unreloted porty thol subsequenlly
become o reloted porly.

On-ond off-bolonce sheet credil exposures ond cloims ond wrile-offs
lnvestmenls ond/or subscriptions for debt/equily issuonces
Consulling, professionol, ogency ond other service orrongemenls or controcls,
including oulsourcing ogreemenls
Sole ond purchose of ossels, including tronsfer of lechnology ond intongible ossets
Construclion conlrocts
Leose ogreemenis
Troding ond derivotive tronsoctions
Borrowings, commilments, fund tronsfers ond guoronlees
Sole, purchose or supply of ony goods or moteriols
Esloblishmenl ol joinl ventures

ilt. PoUcrES

A. Guidelines on Arm's Lenglh Terms

All reloted porly lronsoclions sholl be conducted ot orm's length. This meons lhol
lronsoctions with o Bonk's reloted porly sholl be monoged in lhe regulor course of the
Bonk's business ond under terms ond condilions8 thol ore substontiolly the some os those
of similor lronsoctions with non-reloled porlies under comporoble circumstonces.

grg

8 Such os but nol limited to prlce, commission, interest rotes, fees ond chorges, tenor ond colloleroi
requiremenis.

Contains EWII Confi dential lnformation
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The deviotion from'the slondord policies ond procedures or lerms ond condilions of eilher
porlies in the conducl ol reloled porty tronsoctions sholl be vetted in occordonce wilh
Section lll.E of lhis policy.
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Conflict of lnteresle

Members of lhe Boord of Directors, Siockholders or Monogemenl of the Bank sholl
immediotely disclose to the Boord of Directors if they or their close fomily members
directly, indirectly or on beholf of third porties, hove o finonciol interest or potenliol
conflict of inleresl in ony lronsoction, orrongemenl or relolionship offecling lhe
Bonk. The duty lo disclose sholl include disclosure of relotionships with clients,
prospecls, service providers, suppliers ond vendors.

Non-disclosure by the Bonk's officer ol o possible confllcl of inlerest sholl be deoll
with in occordonce with the Bonk's Code of Discipline ond Ethics.

B

2

Direclors or officers with personol interest in the lronsoction sholl obsloin from lhe
discussion, opprovol ond monogemenl of the tronsoction, orrongemenl or
relotionship.

C. Moteriolily Threshold for Reloled Poriy Tronsociions

The following toble idenlifies lhe Bonk's moteriol reloted porly lronsoclions ond'those
below the lhreshold, toking into consideroiion lhe nolure of lhe lronsoction ond'lhe
degree ol risk ossocioled with it. The moteriolity crilerio ore olso sel to ollow lhe Bonk to
undertoke RPIS in o timely monner while ensuring thol lhe review mondote of lhe RPT

Commiltee sholl be corried out judiciously ond in occordonce to the Bonk's size, risk profile
ond risk monogemenl fromework

e Refer to PM COMP 2013{03 for detolled pollcy on Conflict of lnterest
r0 Consumer loons refer to oulo, personol, solory ond mortgoge loons

Contains EWB Confidential lnformation
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Type of
Tronsoclion

Moteriol Reloted Porty
Tlonsoclions

Below Moleriollty Threshold

Credi't
Tronsoctions

I . All commerciol ond
corporote loons, credit
occommodolions ond
guorontees.

2. All credil cords ond
consumer loons omounting
lo Pl0 million ond obove on
o single or oggregole bosis
over o period of one yeor

3. Credil cords ond consumer
loonslo wilh key lerms ond
condilions which ore nol

t.

Title of Monuol

l. BockJo-bock loons gronted
under terms ond condilions
similor to lhose oflered lo non-
reloted porlies.

2. Exlension of exisling non-
DOSRI commerciol or
corporole credil focilily for o
period not more thon 90 doys
from expiry dole provided
thol there is no odverse credit
evenl ond under the some
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Type ol
Tronsoclion

Moleriol Reloled Porty
Ironsoclions

Below Moteriolity Threshold

lerms ond condilions os the
exisling focililyr r.

3. Credit cords ond consumer
loons below P l0 million
gronled under lerms ond
conditions similor to lhose
gronled lo non-reloled
poriies.

Deposits,
lnvestments ond
Other Retoil
Finonciol
Servicesr2

l. Deposits wilh inlerest rotes
obove boord roles

2. lnvestments in equity ond
debt issuonces ot off-
morket rotes

3. Other retoil finonciol
services with fees ond
chorges nol oligned wilh
the bonk's published fees
ond chorges

Below moleriolity lhreshold sholl
nol opply for deposils,
inveslmenls ond other finonciol
services tronsoclions conducled
wilhin the normol course of the
buslness ond with 'lerms ond
conditions similor to those offered
to non-reloted porties os stoted in
Seclion lll.D.l.

Actively lroded
products, foreign
exchonge lrode
tronsoctions,
derivolive
tronsoctions

Trode ond derivotive
tronsoctions conducled under
terms ond condi'tions which ore
deemed lo nol hove been ot
orms' lenglh os determined by
lhe Treosurer, ALCO or
Associoted Person

Purchose ond sole of securilies,
foreign exchonge lrode
lronsoctions ond derivolive
lronsoctions flogged os o
poten'tiol off-morket deol but
deemed lo hove been ot orms'
length os delermined by lhe
Treosurer, ALCO or Associoled
Person.

Sole ond Purchose
of Assels,
including tronsfer
of lechnology

All negolloted soles
omounting to Pl0 million
ond obove on o single or
oggregole bosis over o
period of one yeor of

I 1 . Sole of foreclosed ossels
conducted through public
bidding.

2. All negotioted soles of
foreclosed ossets below P l0

rr Extension of DoSRI occounts would require vetting of lhe RPT Commiltee ond opprovol by lhe Boord
r2 lnclude but nol llmited to cosh monogement services, regulor trode tronsoctions involving purchose ond

sole of securities troded ln lhe octive morket ond foreign exchonge trode tronsoctions

Contains EWB Confidential Information
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offered to 'the generol
public.

4. All reslruclured ond posl
due loons, credi'l
occommodolions ond
guorontees, including
consumer loons ond credil
cords

5. Wrile-offs
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Type ol
Tronsoclion

Moteriol Reloled Porty
Tronsoctions

Below Moteriolily Threshold

ond
ossels

inlongible foreclosed ossets lo relo'led
porties ond oll EW officers,
regordless of ronk who ore
involved in lhe opproisol,
foreclosure ond sole of such
ossels.

2. Purchose of ossels ot o price
of Pl0 million ond obove on
o single or oggregote bosis
over o period of one yeor or
ol o price obove prevoiling
morket volues determined
by on occredited third porty
opproisol compony.

million on o single or
oggregote bosis for a period
of one yeor ol prevoiling
morke't prices os delermined
by on occrediled lhird porty
qpproisol compony.

3. Purchose of ossets ot o price
of below Pl0 million ond ot o
prevoiling morkel volues os
delermined by on occrediled
lhkd porly opproisol
compony.

Service controcis,
including
oulsourcing
conlrocts

I . Controcts omounting to P I 0
million ond obove on o
single or oggregote bosis
over o period of one yeor

2. Controct price ond/or lerms
ond conditions deviote from
the slondords gronted 10

non+eloled porlies

Controct below Pl0 million on o
single or oggregole bosis over o
period of one yeor ol price ond
terms ond conditions ore similor to
those of non+eloted porties

Consiruclion
Controcts

Leose
Agreements

l. Leose ogreements
omounting to Pl0 million
ond obove for the entire
leose term on o single or
oggregoie bosis over o
period of one yeor

2. lf Bonk is lessee, leose price
is obove prevoilino morkel

Whether the Eonk is lessee or
lessor, leose price is less thon Pl0
million ond ot prevoiling morket
roles os delermined by lhe Bonk's
Credil Approisol Deportment or
on occrediied third porty
opproisol compony or lhe morkel

Contains EWB Confi dential Inlbrmation

i . Controcl omounling to P I O

million ond obove on o
single or oggregote bosis
over o period of one yeor

2. Controcl wos nol obtoined
through competilive
bidding

Conlroct omounting to below
P I 0 million ond wos obtoined
ihrough competilive biddlng
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All olher reloted porty tronsoclions nol lisled in the obove toble sholl be considered
moteriol reloled porty tronsoctions.

D. Exclusions to Reloted Porly Tronsoclion Policy

Oeaslwest
Title of Monuol
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Policy Expert
Complionce

Poge No.

l7 of 26

Type of
Tronsoctio n

Mqteriql Reloled Porty
Tronsoctlons

Below Moleriolity Ihreshold

rotes os determined by the
Bonk's Credit Approisol
Deportment or on
occredited third porty
opproisol compony or the
morket reseorch
conducled by the Business
Unil.

3. lf Bonk is lessor, leose price is

below prevoiling morket
rote os determined by the
Bonk's Credii Approisol
Deporlmenl or on
occredifed lhird porty
opproisol compony or the
morkel reseorch
conducted by lhe Business
Unil.

reseorch conducled by ihe
Business Unit.

Sole, purchose or
supply of ony
goods or moteriols

l. Sole, purchose or supply of
ony goods or moteriols
omounting to Pl0 million
ond obove on o single or
oggregole bosis over o
period of one yeor

2. Sole, purchose or supply of
ony goods or moieriols ot o
price not within prevoiling
markel roles

Sole, purchose or supply of ony
goods or moleriols below P I0
million ond ol o price within
prevoiling morket rotes

Contains EWB Confi dential Information

The following transoctions sholl not require review ond opprovol of lhe RPT Commiltee ond
the Boord of Directors.

lssue Dole
December 14, 2017
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Finonciol services provided lo oll reloled porties in lhe ordinory course of business
such os deposil operotions (CASA, Time Deposit, lnves'lmenl Funds), cosh
monogement services, regulor trode lronsoctions involving purchose ond sole of
securities lroded in the octive morkel, foreign exchonge lrode tronsoctions ond
derivolive tronsoclions, provided lhot such lronsoctions ore conduc'ted ol orms-
lenglh ond on subslontiolly lhe some lerms ond conditions os lhose for
comporoble services provided to unreloted porties.

Direclionol Trust Productst3 provided lhol such tronsoctions are conduc'ted ol
orms-lenglh ond on substontiolly the some lerms ond condilions os provided to
unreloted porlies.

Executive Officer ond Director compensotion orrongemenls

Tronsoction or bonking service gronted under lhe Bonk's BSP-opproved fringe
benefil progrom.

Review ond Approvol of Reloted Porty Tronsoclions

Below is the opprovol policy structure for Reloted Porty Tronsoctions

2

3

4

5

E.

l3 Refers to Direclionol lMA, Trust ond olher fiduciory occounts

Contains EWB Confidential Information
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Approving Authority Funclion
Boord-Delegoled Approving Officer or
Monoqement Commiltee

. Approves RPTs below moleriolily lhreshold

RPT Committee Reviews moleriol RPTs ond endorses
lhese to lhe Boord of Direclors for
opprovol
Reporis lo the Boord every olher monlh
'lhe stotus ond oggregote exposures lo
eoch reloted porty os well os the lotol
omounl of exposures to oll reloled
porlies.
Evoluoles ony breoch in the inlernol limits
set for RPTS ond recommends octions lo
be token on the breoch to the Boord of
Direclors.

Tronsoctions where the rotes or chorges involved ore fixed by low or reguloted by
governmenlol outhorily

t.
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The RPT Commiltee is losked to ossisl 'the Boord of Direclors in ensuring tho't
lronsoctions wilh reloled porties ore hondled in o sound ond prudent monner, with
integrily ond in complionce with opplicoble lows ond regulotions to prolect the
inlerest of depositors, creditors ond olher stokeholders: ond lhot RPTs ore
conducted on on orm's length bosis ond lhot no stokeholder is unduly
disodvonloged.

The RPT Commitlee sholl be composed of ol leost 3 members of the Boord of
Direclors, 2 ol whom sholl be independent directors, including the choirperson. The
Commitlee sholl ot oll times be enlirely composed of independenl ond non-
execulive directors, with independenl directors comprising mo.iori'ty of the
members.

All moleriol reloled porty konsoctions, including renewols ond/or moleriol chonges
in the lerms ond condilions of lhe RPTS ond subsequent wrile-off, os opplicoble,
sholl be reviewed/vetted ond endorsed io lhe Boord of Directors for opprovol by
lhe RPT Commiltee.

For moteriol RPTS up for renewol wlth no chonge in lhe lerms ond conditions
previously vetted by the RPT Commitlee ond opproved by the Boord of Directors,
lhe some sholl be presented 10 the Committee for lheir informolion, unless lhe
prevoiling business condilion hove o moteriol impoct on exisling lerms ond
conditions. The Commiltee sholl then endorse the RPT for Boord opprovol.

RPTS below'the moteriolity lhresholds sholl follow the opprovol limils ond slructure
outhorized by the Boord of Direclors ond sholl be sub]ect lo the confirmolion of the
Boord ol Directors on o monlhly bosis.

Oeastwest

2

3

Title of Monuol
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Policy Expert
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Approving Aulhority Funclion
Boord of Direc'tors . Approves Moleriol RPT5 endorsed by lhe

RPT Commitlee
o Confirms opprovol of RPTS below

moleriolity threshold by delegoted
oufhority

. Approves oll DOSRI lronsoctions

. Decides on octions lo be token to oddress
ony breoch in the internol limits set for RPTS.

Stockholders Confirms by mojority vote oll moteriol RPls
opproved by the Boord of Directors

t.

Poge No.
19 of 26

Contains EwB Confi deotial Inlbrmation
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Complionce will submit for Boord confirmolion oll non-moleriol RPTs.

All DOSRI tronsoctions, whelher wi'thin or below'the moteriolity thresholds sholl be
opproved by lhe Boord of Directors in occordonce wilh regulolion.

Tronsoclions 'thot were enlered into wilh on unreloted porly lhol subsequenlly
becomes o reloted porly sholl be excluded from the limits ond opprovql of lhis
policy. However, ony renewol, chonge in the terms ond condilions or increose in
exposure level, reloted to these tronsoctions ofter the non-reloied porty becomes
o reloled porly, sholl subject the RPT lo the provisions ol this policy.

All moteriol RPTs ond wrile-offs of moteriol exposures lo reloled porties sholl be
submilled for confirmolion by o't leost mojority vole of the stockholders, constituting
o quorum, ot the onnuol stockholders' meeling of the Bonk.

Highlights of lhe proposed RPT to be reviewed by the RPT Commitlee sholl be
presenied by the Requesting Uni|r using the "Proposol for RPT Committee
Considerolion" Templote (Annex A). This sholl be submilted logelher with oll
supporting documenls to Complionce Division not loter lhon the srh bonking doy
prio|to the scheduled Committee meeting for ossessmenl ond evoluotion by lhe
Chief Complionce Officer/Designoted Complionce Officer.

5

8

6

7

F.

Subsequently, request lor opprovol by lhe Boord of Direc'lors of oll RPTs velted by
the RPT Commitlee sholl be obtoined vio the Proposol for Boord Considerotion
(Annex B).

Generol Crilerio for Approvol of Reloted Porly Tronsoclions

To oppropriotely evoluole moteriol reloted porly tronsoctions, the RPT Commitlee sholl
loke inlo occount whether the reloled porty tronsoction is enlered into ol orm's length.
Eoch Direc'tor, Stockholder, or Senior Officer sholl provide oll relevonl moteriol informolion
of the RPT in the Term Sheel or Offering Memo, more specificolly, the following:

The nome of lhe related poriy, description of the relotionship ond inleresl in the
tronsoclion.

Generol description of the tronsoction, including purpose ond rotionole of the
tronsoclion;

2.1 lf o credit tronsoclion, indicole presenl ond previous (if existing bonower)
risk roling of the reloted porty

la Refers to the unit where the request of the RPT is processed ond coursed through

Contains EWB Confi dential Information
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2.2 lf the tronsoclion involves ihe sole of o Bonk ossel, o descriplion of the ossel,
including dote ocquired ond cost bosis.

2.3 Indicole whelher lhe Bonk is o porty to the lronsoction ond if not, the nolure
of its porticipotion in the lronsoction.

Tolol Volue of the proposed lronsoction ond the shore of the reloted parly's
interesl in ihe lronsoction

3.I lf o credit lronsoction, lotol exposure to the borrower ond reloted
borrowers.

Moteriol terms ond conditions of lhe tronsoclion, including deviotions from bonk
policies ond slondords;

4.1 Include o comporotive loble of key lerms ond conditions given lo lhe
reloled porly ond those offered to non+eloled porties for similor producls
or services.

The monner of delermlning the pricing ond other commerciol lerms;

5.1 For credil tronsoctions, pricing is bosed on the Tronsfer Pool Roie (TPR) plus
the torgeted spreod depending on the product ond client segmenl.

5.2 lf the lronsoction involves the sole ol o Bonk ossel or purchose of on osset
from o reloted porly, the resulls ol 'the opproisol, the voluolion
melhodology opplied ond ol'ternolive opprooches to voluolion.

5.3 Whelher lhere wos o bidding process ond lhe resulls thereof.

5.4 For leose ogreemenls, it sholl be determined by on occrediled third porly
opproisol compony or through morket reseorch.

Benefits of lhe lronsoclion to the Bonk ond to the Reloled Porty.

Descripiion of ony provisions or limiiotions imposed os o result of enterlng into lhe
proposed lronsoclion

Whether the proposed lronsoclion includes ony potentiol risk, including
repulolionol risk, whlch moy orise os o result or in conneclion wilh lhe proposed
tronsoction

O eastwest

3

4

5

6

7

8
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Other relevont informolion regording ihe lronsoction which moy hove impoct on
the decision of the Commiltee ond lhe Boord of Direclors.

G. Copilol Monogement for Reloted Porty Tronsoclions

Moteriol Risks orising from RPTs sholl be considered in the Bonk's copilol plonning
process ond sholl be coplured in the scenorio/stress testing exercise lo ensure lhot
the Bonk moinloins odequote copitol to cushion risks ossocioled wilh RPT

exposures.

Oeastwest

9

The Boord-opproved policies on the Monogemenl Aclion Triggers for Select
Regulotory Lending Limils sholl be odopted for the setting ond reporling of internol
limils for individuol ond oggregote exposures for reloled porty tronsoctions.

H. ldenlifying ond Moniloring Reloted Porties ond Their Tronsoctions

The Office of lhe Corporote Secrelory sholl keep o lisl of lhe nomes of individuols
ond componies identified os reloted porlies in Section ll.A of this policy excepl for
lhe list of Bonk officers ond iheir close fomily members which sholl be provided by
Humon Resources Group. The lisl sholl be bosed on the declorofions mode by DOS
of the Bonk, Corporole Secretories of the Bonk's subsidiories ond offilio'les ond
entities under lhe Filinvest Group ond by Bonk officers responsible for engoging ond
hondling reloted porty tronsactions. The list of Reloled Poriies sholl be reviewed
monthly, updoted when necessory ond disseminoled to concerned unitsr5 of the
Bonk.

All service providers, suppliers ond vendors sholl be required to issue o
Cerlificotion thol they do nol hove ony conflicl of inlerest with lhe Bonk.

{See Annex C)

).2 All oulhorized officers who sign controcls, ogreemenls or opprovol
documents of lronsoctions sholl sign o discloimer lhol they ore nol reloied
to ihe counierporties of the proposed lronsoclion.

2 Business ond operoling units sholl pul in ploce the oppropriole syslems ond
procedures to identify, 'trock, monitor ond report to the RPT Commitlee, the Boord
ond regulotors lheir reloted porty tronsoclions. The system mus't be oble to ossess
situolions when o non-reloted porty with whom the Bonk hos entered into o

rs Shqll refer lo the unit where o reloied porty tronsoction moy originote, unit in-chorge in the processing
ond reporting of this reloied porty tronsoction such os bul nol limited 10 CBG, CLC, RBG, BOG ond
Finonce.

Contains EWB Confidential Information
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tronsoclion subsequenlly becomes o reloted porly ond vice-verso. Al the
minimum, lhe unit's system sholl cqplure the following informolion:

Nome of the Reloled Porly
Relotionship with the Bonk, its Directors, Stockholders or Officers
Approvol Dote of the RPT

Tronsoction Dote
Type of Tronsoction
Approved Amounl/Controct Price/Iofol Volue of Tronsoclion
Oulsionding Amounl, individuolly ond on on oggrego'te bosis
S'fotus of Accounl/Tronsoction (ex. Currenl, Posl Due for credii lronsociions;
On-going, Closed for ogreemenls or conlrocls)
Relevonl Jerms
Rolionole for Enlering in lhe Tronsociion

The Finonce Group sholl submil every olher month lo the RPT Commiltee ond the
Boord of Direciors the stotus ond oggrego'te exposures lo eoch reloled porty ond
the tolol exposures to oll reloted porlies. Any breoches ln the RPT internol limits for
individuol ond oggregote exposures os defined in Seclion lll.G.2 of this policy sholl
be reporled by RPI Commiltee. For breoches on internol limits, bosed on RPT

Commi'tlee's recommendolion, the Boord sholl lhen decide 1o either occept lhe
exposure or loke steps 10 oddress the breoches, wilh its decision duly documenled
in 'lhe minutes of the meeting.

All finol decisions of the Boord of Direclors on moleriol RPIs, including imporlonl
focls oboul lhe nolure, terms, conditions, originol ond outstonding individuol ond
oggregote bolonces, juslificotion ond other relevont detoils thot would ollow
slockholders lo moke on informed judgment os to lhe reosonobleness of lhe
tronsoclion, sholl be disclosed during the stockholder's meeling ond duly reflected
in the minutes of the Boord ond Slockholders' Meeting.

The Conlrollership Division sholl submil oll required reports on RPTs lo lhe BSP in

occordonce with reguloiions. These include the Iollowing:
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l. Disclosure ond Reporilng

l. The Bonk sholl ensure thot its Annuol Reporl ond website oppropriotely disclose the
policies ond procedures for monoging RPTs, including monoging of conflicts ol
inleresl or potentiol conflicts of interesl; responsibilities of the RPT Commi'tlee;
nolure, terms ond conditions of moteriol RPTs os well os their oulstonding individuol
ond oggregote bolonces.
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Reporl Formol ond Conlenls Submission Dole
Reporl
Conglomerote
Slruclure

on Using Annex A of BSP Circulor No.
895. lhe report sholl disclose
beneficiol owners of shoreholdings
thol ore in the nome of PCD
Nominee Corporolion.

Within 30
colendor doys
of'ter end of
every colendqr
yeor

Reporl on Moteriol
Exposures lo Reloted
Porlies

Using Annex B o{ BSP Circulor No.
895. lhe reporl sholl --
o. lnclude moleriol RPTS of

supervised non-bonk finonciol
subsidiories ond offlliotes; ond

b. Nol include tronsoclions
concerning deposit operolions,
credit cord ovoilments, regulor
lrode lronsoclions involving
purchoses ond soles of debt
securilies lroded in on oclive
morket, provided lhol credil
cord lines with omounls folling
wilhin the definition of "moteriol
lronsoctions" sholl be reporled
to 'the BSP upon opprovol of the
line.

Leose conlrocts ond olher similor
conlrocts with recurring poyment
tronsoctions sholl be reporled only
once, upon opprovol of soid
tronsoction by the Boord of
Directors. ln cose lhe porties
involved ore both supervised by the
BSP, only the lessor, in the cose of o
leose controct, or lhe porty
engoging/requesting Ior the
services of lhe other bonk, in cose of
other controcls, sholl submi't the
report.

Within 20
colendor doys
ofler the end of
the reference
quorter

Contains EWII Confi dential Intbrmation
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J. Roles of lnlernol Audil ond Complionce

The lnternol Audit Division sholl conduct o periodic review of the effecliveness of
the system ond in'ternol conlrols governing reloted porly tronsoctions to ossess
consistency with the Boord-opproved policy ond procedures. Ihe oudit reporls,
including exceptions or breoches in limih, sholl be communicoled 1o lhe Audit
Committee.

The Complionce Division sholl ensure lhe Bonk's complionce wilh relevont rules ond
regulolions on reloled porty tronsoctions. lt sholl ossisl the RPT Committee in the
review of RPTS ond idenlify ony potentiol RPT thot would require review by the RPT

Commillee ond ihe Boord of Direclors. ll sholl ensure lhot lhe RPT policy is kep't
updoted ond properly implemented throughout the Bonk.

K. Whistle Blowing Mechonism

ln furtheronce ol the Bonk's commilment lo corry oul the regulotions on Reloted Porty
Tronsoclion, the Bonk sholl odopl lhe Boord-opproved whistle-blowing policy to promole
lhe cooperolion of oll employees in reporling, confidenliolly ond wilhoul the risk of reprisol,
legilimote concerns oboul illegol, unelhicol or queslionoble RPTs.

easlwest
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Reloted Porty Ironsoclions Not Approved Under This Policy

ln the event thot the Bonk becomes owore of o RPI lhol hos no't been opproved under
this policy prior to its consummotion, the RPT sholl be promp'lly reviewed by lhe oppropriote
Monogement Committee or by lhe RPT Committee. The responsible commiltee sholl
consider oll of ihe relevonl focls ond circumstonces regording the RPT, including those
listed in Seclion lll.C of this policy, ond sholl evoluote possible oplions, including rotificotion.
revision or terminotion/concellotion of lhe RPT. The responsible commillee sholl olso
exomine the focls ond clrcumslonces perloining lo the foilure of reporting lhe RPI under
this policy. ond sholl toke oclion os it deems oppropriote.

Reslitution of Losses ond Other Remedies for Abusive ond Froudulenl Reloted Porty
Tronsoctions

Any finding of obusive ond froudulenl RPTs sholl be referred to the following for
immedio'le res'titution

Finonce Group for the determlnolion of octuol loss incurred from the RPI
tronsoction in question os well os ony proboble ond imminenl finonciol loss

lhot moy result lherefrom.
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Legol Services Division forthe recommendolion of oppropriote legol oction
lo recover loss incurred or lo prevent ony furlher incurrence of losses.

Any breoch of this policy by the Bonk's Director moy be o ground for his removol
in occordonce with the Corporotion Code of lhe Philippines, lhe Generol Bonking
Lows, ond olher reloted lows ond regulotions, ofter complionce with due process
hos been served ond evoluotion by lhe Boord of Direc'tors hos been completed.

Any breoch of this policy by o Bonk employee sholl be considered o Serious
offense under lhe Bonk's Code ol Ethics ond Discipline ond sholl be sonclioned
occordingly ofter due process hos been served.

All oforemenlioned findings ond recommendolions sholl be forworded lo the Complionce
Division for consolidotion ond reporling to the Boord of Direclors, lhrough the RPT

Committee for proper disposition.

N. Policy Review

The RPT policy sholl be reviewed ol leos't onnuolly ond omended when necessory ond is

subjecl to lurlher guidonce by the Bonk's Boord of Directors ond RPI Commitlee.

1.2
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DOCUI\4ENT
'1000 AUTHORITY, ORGANIZATION AND PROFESSIONAL STANDARDS

1100 AUTHORITY
1102 APPROVED INTERNAL AUDIT CHARTER

A. VtStON

To provide excellent service in the performance of our audit functions and consulting actjvities in
the spirit of partnership with objectivjty and fairness in accordance wath the highest professional
and ethical standards. We will be a support unit that provides value-added audit to assist in the
achievement of the bank's goals and performance objectives.

To continually improve our auditing programs and strive towards achieving world class auditing
practices. We will support the pursuit of professional advancement, sharing of knowledge, best
practices and experiences with our colleagues.

To assist the bank in instilling a culture of an effective risk management, control, and governance
processes.

B, M ISSION

The mission of lnternal Audit is to provide independent, objective assurance and consulting
services designed to add value and improve the Bank's operations. lt helps the organization
accomplish its objectives by brlnging a systematic, disciplined approach to evaluate and improve
the etfectiveness of risk management, control, and governance processes.

C. SCOPE OFWORK

O eastwest

The scope of work of lnternal Audit is to determine whether the Bank's systems of risk
management, control, and governance processes are adequate and functioning in a manner to
ensu re:

. Risks are identified and managed.

. Quality and continuous improvement are upheld in the Bank's control process.

. Signiflcant flnancial, managerial, and operating information is accurate, reliable, and
timely.

. Employees comply with policies, standards, procedures, and applicable laws and
regulations.

. Resources are acquired economically, used efficiently, and protected adequately.

. Programs, plans, and objectives are achieved.

. lnteraction with the various working committees occurs as needed.

. Significant regulatory issues affecting the Bank are recognized and addressed
appropriately.

SECTION
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Opportunities for improving management control, profitability, and the organization's image may
be identified during audits. They will be communicated to the appropriate level of management.

D. ACCOUNTABILITY

The Chief Audit Executive, in the discharge of his/her duties, shall be accountable to
management and the Audit Committee to:

. lssue an annual report summarizing results of audit activities including significant risk
exposures and control issues.

. Report significant issues related to the processes for controlling the activities of the Bank,
including potential improvements to those processes, and provide information concerning
such issues.

. Periodically provide information on the status and results of the annual audit plan and the
sufficiency of lnternal Audit's resources.

E

F.

INDEPENOENCE

To provide for the independence of lnternal Audit, its personnel report to the lnternal Auditor, who
reports functionally to the Audit Committee and administratively to the Chief Executive Officer in a
manner outlined in the above section on Accountability.

lnternal Audit is entirely independent of all other organizational units of the Bank as well as of the
personnel and work audited. ltshould not implement nor develop procedures, prepare records or
engage in other activities, which it normally reviews or appraise.

lnternal Audit review and appraisal should not in any way relieve other persons in the
organization of the responsibilities assigned to them.

ln accepting proposed consulting engagements, lnternal Audit shall consider the engagement's
potential to improve management of risks, add value, and improve the organization's operations.
The acceptance of consulting engagement shall have prior approval from the Audit Committee
and endorsed by Chief Audit Executive. When performing consulting services, the lnternal Auditor
should majntain objectivity and not assume management responsibility.

RESPONSIBILITY

The lnternal Auditor and staff of the lnternal Audit have responsibility to:

. Develop a flexible annual audit plan using a risk-based methodology, including any risks or
control concerns identified by management, and submit that plan to the Audit Committee for
review and approval as well as periodic updates.

. lmplement the annual audit plan, as approved, including as appropriate any special tasks or
projects requested by management and the Audit Committee.

. Maintain a professional audit staff with sufficient knowledge, skills, experience, and
professional certifications to meet the requirement of this Charter.

. Conduct investigation of significant suspected fraudulent activities within the organization and
notify management and the Audit Committee of the results.
> Gather and analyze relevant facts.

t l ooo-
| 1100



> ldentify control weaknesses.
> Recommend appropriate control improvements and further course of action
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Consider the scope of work of the external auditors and regulators for the purpose of
providing optimal audit coverage to the organization at a reasonable overall cost.
Coordinate issues with other control and monitoring functions such as Risk Management,
Compliance, Security, Legal, Automated System, Systems and Methods and external audit,
as appropriate.
Establish relationshjp with external auditors and supervisory authorities to facilitate effective
communication.

G. AUTHORITY

The lnternal Auditor and staff of the Internal Audit are authorized to

Access all functions, information, documents, property, systems and personnel
> There is no need to pre-clear with the auditee's officer to answer queries or present

files or documents for examination of the auditor.
> Audit may at all times conduct a search of the Bank's premises and facilities.
Access the reports, working papers or results of work of other auditors and expe(s
engaged by the Bank.
Review agreement between the Bank and any service provider before or post effect.
Carry out such audit work as is considered necessary regarding the outsourced function.
Have full and free access to the Audit Committee.
Allocate resources, set priorities/frequencies, select subjects, determine scopes of work,
and apply the techniques required to accomplish audit objectives.
Obtain the necessary assistance of personnel in units of the organization where they
perform audits, as well as other specialized services from within or outside the Bank.
Give final rating to the unit or function audited based on its assessment and in
accordance with its audit rating system.
with the endorsement of the cAE and approval of the Audit committee, engage the
services of appropriately-selected external service provider in any audit activity/ies to
support or complement lnternal Audit. The decision to outsource must be guided by the
needs or demands of the Bank and in accordance with regulatory requirements and
industry standards.

H STANOARDS OF AUDIT PRACTICE

lnternal Audit adheres to the standards of best professional practice, such as those published by
the lnstitute of lnternal Auditors and the lnformation Systems Audit and Control Association, and
the relevant reports, recommendations and pronouncements of the Bangko sentral and other
regulatory bodies.
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lnternal Audit
lA Memo No. 2018-002
March 15, 2018

We are pleased to submit to you the results of our 20'17 audit activities. The areas selected for audit
were based on the results of our risk assessment in the last quarter of the preceding year. Changes
in the plan made during the year were accordingly reported to and approved by the Audit Committee.

Our audits were conducted in accordance with the lnternational Standards for the Professional
Practice of lnternal Auditing.

Results of audits have been reported to the appropriate levels of Management and
recommendations/suitable remedial action have been agreed upon. Resolutions of high risk issues
were followed-up and updates were periodically reported to the Audit Committee.

The Audit Committee had 12 regular meetings in 2017, attended by the Chairman and two (2)
members, and continued to operate under the terms and conditions as specified in its Charter.

Enclosed is the 2017 Annual Report of lnternal Audit, consisting of three (3) parts -
Part 1 - Executive Summary
Part 2 - Audit Results for each business and support unit
Part 3 - lnternal Audit organization and quality assurance activjties

ELOIDA F. OQUIALDA
SVP & Chief Audit Executive

CC: Chairman Jonathan T. Gotianun
Vice Chairman and CEO Antonio C. Moncupa, Jr-
President & Deputy CEO Jesus Roberto S. Reyes

PRIVATE AND CONFIDENTIAL

THE AUDIT COMMITTEE
Eastwest Banking Corporation
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CASLWEST

May 25,2018

Director Rachel Esther Gumtang-Remal ante
orc
Corporate Governance and Finaoce Department
Ground Floor, Secretariat Building
PICC Complex, Pasay City

Dear Ms. Gumta ng-Rema la nte:

We are submitting herewith the Revlsed eorporate Governance l,4anual of Eastwest Bank.

Secretary's Certificate to follow because the bank's board meeting is scheduled on
May 31, 2018. Please see attached signed approved memo to the board instead.

Thank you.

Truly vours.
.,la/,-,. I 1

ua.' {f n aaet(lt Ra tct iff e
FVP and Chief Complrance Officer

EASI WEST BANI(ING CORPORATION

f,:;:j::::. 
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PART 1: COMPLIANCE CHARTER

I. INTRODUCTION

This Compliance Program serves as the reference for East West Banking Corporation,
its Trust Department and subsidiaries (Bank) in complying with the provisions of Section
Xl80 of the Bangko Sentral ng Pilipinas Manual of Regulations for Banks (BSP MORB)
and BSP Circular No. 972 - Enhanced Guidelines in Strengthening Compliance
Frameworks which requires banks to develop and implement a Compliance System
comprised of a written Compliance Manual that embodies the Bank's Compliance
Program duly approved by the Board of Directors, among others. lt operates parallel to
and is part of the Bank's lnternal Control and Audit Program and the Risk Management
Program.

The Compliance Program contains the guidelines to

1. ldentify, assess and mitigate Compliance Risks which may erode the franchise value
of the Bank;

2. Enable the Bank to identify the relevant and applicable laws, rules, regulations,
codes of conduct and standards of good practice, analyze the corresponding risks
of non-compliance, and prioritize the Compliance Risks for mitigation and
monitoring;

3. Establish the duties and responsibilities of the Chief Compliance Officer (CCO) and
the personnel involved in the compliance function;

4. Promote compliance awareness and the right compliance culture across the
organizatlon;

5. Enable the Compliance Division to conduct periodic independent testing with
applicable legal and regulatory requirements, report findings and significant
breaches of laws, rules and standards and recommend appropriate resolutions to
such findings and breaches to Senior Management (SM) and the Corporate
Governance and Compliance Committee (CGCC); and

6. Facilitate the regular updating of this Manual (at least annually) to incorporate
changes in laws, rules, regulations, codes of conduct, standards of good practice
and compliance processes and secure the Board of Directors' (BOD) approval of
any changes thereto.
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II. DEFINITIONS

Anti-Money Laundering Council (AMLC) - a council created by law tasked to monitor
and implement the Anti-Money Laundering Act of 2001, as amended.

Board of Directors - The final approving body of all policies pertaining to the Bank's
Compliance Program.

Bureau of lnternal Revenue (BlR) - tax collecting unit of the government.

Business Compliance Officer (BCO) - the lead person in administering the
implementation of the Board-approved Compliance Program and the Money Laundering
Prevention Program (MLPP) in his unit.

Business Risks - these refer to conditions which may be detrimental to a bank's
business model and its ability to generate returns from its operations, which in turn
erodes its franchise value. Combining business risks with financial risks arising from the
use of borrowed funds generates total corporate risk of the bank. Business Risks shall
include, but not be limited to, the following:

a. Risks to reputation that arise from internal decisions and practices that may
impinge on the public trust's of a bank and/or damage a bank's market
standing;

b. Risks from the actions of a bank that are contrary to existing regulations and
identified best practices and reflect weaknesses in the implementation of codes
of conduct and standards of good practice; and

c. Legal risks to the extent that changes in the interpretation or provisions of
regulations directly affect a bank's business model.

Chief Gompliance Officer (CCO) - the lead senior officer appointed by the Bank's BOD
and approved by BSP's Monetary Board whose principal function is to design the Bank's
compliance program, oversee and coordinate the implementation of the Compliance
System on a full{ime basis and address, together with Senior Management (SM) and
the BOD, compliance breaches which may arise. The CCO's responsibility includes the
identification, monitoring and controlling of Business and Compliance Risks.

Compliance Division - the unit in the Bank vested with the compliance function.

Compliance Function - an independent function that identifies, assesses, advises on,
monitors and reports on the Bank's Business and Compliance Risks.
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Bangko Sentral ng Pilipinas (BSP) - the central bank of the Philippines and the main
supervising regulatory body of banks.
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Compliance Risk - risk to earnings and capital arising from the violations of, or non-
conformance with laws, rules and regulations, prescribed practices or ethical standards.
Compliance risk also arises in situations where the laws and rules
governing certain products and activities of the Bank's clients may be ambiguous or
untested. Compliance risk exposes the Bank to monetary penalties, non-monetary
sanctions and possibility of contracts being annulled or declared unenforceable.

Corporate Governance and Compliance Committee (GGCC) - the Committee of the
BOD created to oversee the effectiveness of the Bank's Compliance System, review and
act on findings and recommendations of the Chief Compliance Officer with regard to
compliance matters and report to the BOD on a bi-monthly basis, an assessment of the
Bank's management of Business and Compliance Risks, apart from its role in ensuring
the effective discharge of the BOD's corporate governance responsibilities.

Deputy Business Compliance Officer (DBCO) - the person who assists the Business
Compliance Officer (BCO) in the discharge of their Compliance role in their unit and
serves as the second-point person for Compliance-related activities and requirements.

Philippines Dealing and Exchange Corporation (PDEX) - an exchange that provides
a trading infrastructure for the fixed-income (Fl) and foreign exchange (FX) markets. lt
is also a Self-Regulatory Organization in the inter-dealer and professional market duly
licensed by the SEC.

Philippine Deposit lnsurance Corporation (PDIC) - a government corporation
created to protect depositors by providing deposit insurance coverage for the depositing
public and help promote financial stability.

Philippine Stock Exchange (PSE) - an exchange for trading securities and raising
capital duly licensed by the SEC.

III, SCOPE AND DELIMITATION

1. Relevant Philippine laws and regulations covered in this Program shall include all
laws and regulations issued by BSP, AMLC, PDIC, SEC, FATCA and PDEX and
other appropriate regulatory bodies that are applicable to the Bank's operations as
a Universal Bank, Trust Entity, Foreign Currency Deposit Unit, Registered
Government Securities Eligible Dealer and holder of other secondary licenses which
it currently maintains or in the future obtain.
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Securities and Exchange Commission (SEC) - the collegial regulatory body which
has jurisdiction and supervision over all corporations registered in the Philippines.
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2. The following unitsl shall be responsible for identifying and monitoring the
compliance requirements of other regulatory agencies.

o. BIR - Finance Division
b. DOLE - Human Resources Division
c. PSE - lnvestor Relations and the Offlce of the Corporate Secretary
d. Local Government - Safety and Security; Administrative Services and

Business Units operating in a servrce area

3. Relevant laws and regulations in jurisdictions where the Bank's counterparties
operate are considered to ensure that local compliance concerns are satisfactorily
addressed within the framework of the Compliance Program for the Bank as a whole.

4. Compliance testing shall be conducted in accordance to the Board-approved
Compliance Testing Program for the year.

IV. STATEMENT OF POLICY

Compliance, which is essential to the Bank's continued g rov,/th and stability, is the
responsibility of every East West Banker.

The Compliance Division headed by the Chief Compliance Officer is vested with the
role of designing the Bank's Compliance Program and overseeing and coordinating its
effective implementation towards the sound management of Business and Compliance
Risks. lt is also the Division's responsibility to propagate the right compliance culture
across the organization while avoiding an overly risk-averse environment that inhibits
business growth.

ln coordination with the Compliance Division and corollary to the Bank's Compliance
Program, each Business and Support Unit shall develop and implement policies and
procedures consistent with the BoD-approved Compliance Manual embodying the
Bank's Compliance Program.

Each employee has the responsibility to have a working knowledge of all relevant laws,
rules and regulations applicable to his assignment and is expected to fulfill his duties
and responsibilities set forth in the Unit's/Group's Compliance Program.

Supervisors must provide adequate and appropriate compliance training. Whenever
there may be questions regarding limits or constraints, all employees must consult and
coordinate with their supervisors, DepartmenUDivision/Group Heads or Chief
Compliance Officer for guidance.

I Subjecl Motter Experts in ihe ideniifled oreos
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Any violation of the provisions of the Compliance Program shall subject the erring
employee to the disciplinary actions provided in the Bank's Code of Ethics and Discipline
without prejudice to the sanction/penalties that may be imposed under Sections 36 and
37 of Republic Act No. 7653 the Central Bank Act, after proper investigation pursuant to
existing procedures.

COMPLIANCE ORGANIZATIONAL STRUCTURE

Functional Chart

BUSINESS COMPLIANCE OFFICERS (BCOS) AND
oEPUTY BUSINESS COMPLIANCE OFFIcERS (DBcOs)

The Compliance Functronal Chart defines the bank-wide functional relationships in the
exercise of the compliance function and responsibilities.

The Compliance Division headed by the Chief Compliance Officer functionally reports to
the Board of Directors through the Corporate Governance and Compliance Committee
(CGCC) and administratively to the Chief Executrve Officer (CEO). lt renders functional
supervision over the BCOs and Deputy BCOs appointed by the CEO and partners with the
lnternal Audit Division which conducts the periodic review of the administration of the
Compliance Program in business and support units and with Risk Management Division
for assessment of various risk areas.
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Compliance Division Organizational Chart

The Compliance Division is headed by the Chief Compliance Officer directly supervising
the heads of its units, namely Compliance Assurance, AML Compliance and Regulatory
Compliance & Governance.

The Compliance Division is independent from the business activities of the Bank. lt
shall carry out its responsibilities on its own initiative in all units where business and
compliance risks exist and shall be provided with sufficient resources to carry out its
responsibilities effectively. The Compliance Division shall be free to report to Senior
Management and the BOD through the CGCC, any irregularity or breach of laws,
regulations, code of conduct, standards of good governance, etc., without fear of
retaliation or disfavor from management and/or other affected parties.
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The Compliance Division shall have access to all operational areas and information as
well as any records or files necessary to enable it to carry out its duties and
responsibilities effectively. The Compliance Division shall also investigate possible
breaches of the compliance policy.

a. Oversees the implementation of the Compliance Program and ensures that
compliance issues are resolved expeditiously

b. Constitutes a Committee that will be responsible for coordinating, monitoring and
facilitating compliance with existing laws, rules and regulations

c. Approves the Compliance Program and amendments thereto

2. Corporate Governance and Compliance Committee (CGCC)

a. Oversee the implementation of the Bank's Compliance Program, including its
MLPP, ensuring that the Bank complies with all applicable laws, regulations,
codes of conduct and standards of good practice. The Committee shall also
ensure that compliance issues are resolved expeditiously.

b. Ensure the regular review and updating, at least annually, of the Compliance
Program and the l\ilLPP to incorporate changes in laws, rules and regulations for
approval by the Board.

c. Endorse the appointment of a Chief Compliance Officer to the Board with a rank
of at least Vice President and who a) directly reports to the Board, through the
CGCC, and b) be responsible for coordinating, monitoring and facilitating
compliance with applicable laws, rules and regulatrons.

d. Vest the Compliance Officer and the Compliance Division with the appropriate
authority and provide the necessary support and resources to effectively perform
his or her responsibilities

e. Assist the Board in making an informed assessment on how the Bank is
managing its compliance risk. The Committee shall review with Senior
Management and the Chief Compliance Officer the actions taken by the Bank to
address any findings/directives in report of examinations by regulatory agencies.

f. Evaluate the performance of the Chief Compliance Officer at least on an annual
basis.

The information contained in this document is the property of East West Banking Corporation. No pai should be reproduced,
published, transmitted or distibuted in any form or by any means, electronic, mechanical, photocopying, recording orother,tise,
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VI. DUTIES AND RESPONSIBILITIES

Below are the roles and responsibilities of the following relative to the Compliance function.

1 . Board of Directors (BOD)
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3. Chief Executive Officer

a. Administratively supervises the Compliance Division.
b. Ensures that a Compliance Program is established and observed across the

organization and assesses its effectiveness and appropriateness.
c. Manages and accepts Business and Compliance Risks within levels approved

by the BOD.
d. Acts on findings noted during regulatory examinations, lnternal Audit reviews,

compliance self{esting and independent testing by Compliance Division
particularly on regulatory matters.

4. Chief Compliance Officer

a. Designs the Bank's Compliance Program, promotes its effective implementation
and recommends appropriate courses of action to address breaches that may
arise.

b. Administers the Compliance Program, validating and monitoring compliance in
banking units.

c. Dialogues with the BSP and other regulatory agencies on compliance-related
issues.

d. On a bi-monthly basis, reports to CGCC the status of the Compliance Program
and activities and any business or compliance risk issues which require the
Committee's attention, approval and/or endorsement to the Board.

e. By June of every year, reports to the CGCC the "state of compliance" of the
Bank, the effectiveness of the Compliance Program and recommends changes,
if any, to policies, activities or program.

f. Manages the Compliance Division and ensures that its mandate, activities and
key result areas are performed and delivered.

g. Together with BCOs and DBCOS, shape and reinforce a culture of compliance
in support of the vision and values of the Bank.

h. ln coordination with the Chief Risk Officer and the Chief Audit Executive, adopt
a system that would optimize the use of the collective resources of the Bank's
governance teams in meeting common governance, risk management and
internal control goals.

a. Oversees the lnternal Audit function in relation to the review of the Compliance
Program administered across business and support units and the discharge of
Compliance Division's oversight function over this.

b. Causes Senior Management to act on regulatory findings noted in lnternal Audit
reviews insofar as it impacts on internal control and the Compliance Program.

c. Reports to the Board significant compliance risks affecting internal control
necessitating BOD attention and/or approval.
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a. Conducts the periodic review of the implementation of the Compliance Program
by business and support units in accordance to its Audit Program and the
discharge of the Compliance Division's oversight function over this.

b. Reports to the Audit Committee significant findings, particularly on regulatory
matters which may have an adverse impact on internal control.

7. Business Compliance Officer (BCO)

The Head of the business or support unit responsible for the following

a. Administer the implementation of the Compliance Program, Money Laundering
Prevention Program and Consumer Protection Program.

b. Cascade laws, regulations, rules, standards and other regulatory issuances
related to the aforementroned programs and which concern your group/unit.

c. ln coordrnation with Compliance Division, identify, assess and monitor
compliance risks from new regulatory issuances.

d. lnitiate/take the lead in self-assessment and compliance testing activities.
e. Promptly report regulatory breaches to the Compliance Division.
f. lnitiate and monitor corrective actions on compliance breaches.
g. Ensure the timely delivery of commitments to address all BSP advance findings

and BSP-ROE directives and no repeat findings on the same regulatory issues
h. Perform other duties that may be assigned by the Chief Compliance Officer,

CGCC or the CEO.

8. Deoutv Business Com pliance Officer (DBCO)

The designated deputy of a business or support unit who is tasked to --
a. Assist BCO in implementing the Compliance Program, Money Laundering

Prevention Program and the Consumer Protection Program.
b. Update the Enhanced Compliance Assessment Matrix (ECAM), particularly

when there are new regulations and laws issued in accordance with defined
schedules in the Compliance Program

c. Perform regularly compliance self-assessment testing activities.
d. Report promptly the results of self-assessment testing activities and regulatory

breaches to BCO.
e. Track progress of corrective actions on BSP findings and directives and other

regulatory findings/issues, investigate reasons for delays and promptly escalate
the same to the BCO and Compliance Division.

f. Act as the point person for BSP during on-site examinations and when
applicable, AML compliance requirements (i.e. disposition of alerts, inquiries on
KYC, freeze orders etc) and Consumer Protection onsite reviews.
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g. Perform other duties as may be assigned by the BCO, CGCC or CEO

9. Compliance Division

The mandate of the Compliance Division is to ensure the sound and effective
management of compliance risks based on the relevant compliance regulations.

Responsibilities:

Establish the Compliance Programa

Develop a robust and effective Compliance Program aligned with the Bank's
business goals and strategies.
Oversee and coordinate the consistent implementation of the Compliance
Program across the organization.
Maintains a system for identifying, analyzing, monitoring and reporting
Compliance Risks/lssues to Senior Management and the BOD, through the
U(,UU,
Updates the Compliance Program annually.

b. Fosters a constructive working relationship with regulatory agencies

. Acts as the central point of contact of the Bank on regulatory matters.

. Fulfills, facilitates and monitors non-periodic regulatory requirements, e.g.
queries, correspondences, surveys, approval req uests.

. Manages regulatory examinations conducted by BSP, PDIC, SEC/PDEX, and
AMLC.

. Consults and dialogues with the BSP and other regulatory agencies on specific
provisions of the pertinent laws and regulations governing the Bank's
operations as well as regulatory concerns or issues.

c Promotes compliance awareness and propagates a strong compliance
culture

ldentifies and conducts risk assessment on relevant laws, regulations, rules
and standards on banking operations and recommends policies, systems and
measures to control and mitigate identified risks.
Work with BCOs, DBCOs and other governance units (Risk Management and
lnternal Audit) on the implementation of the Compliance Program and timely
resolution of compliance breaches, regulatory findings and directives.
Provides an active advisory service on compliance matters/queries.
Disseminates to all banking units new laws, regulations, rules, standards and
other regulatory issuances.
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Develops and conducts continuous training programs for Bank personnel
through email advisories/broadcasts of regulatory synopses, quarterly
meetings with BCOs and DBCOS, online Compliance training programs,
compliance briefings at Sales and Service Clinics of stores and classroom
lectures on compliance-related topics as well as corporate governance
principles and best practices.
Achieves a natural level of competency for Compliance Officers and Staff
based on their lndividual Development Plans through on{he-job training,
coaching and mentoring, internal and external training programs, research and
analysis and special project assignments.

Develops and implements compliance testing procedures, documentation and
reporting mechanism on identified high and medium risk areas.
Tracks remediation measures and reports results to Senior Management and
the CGCC.
Oversees the compliance self-assessment activities of banking units and
valrdates results.
Monitors and reviews the quarterly, semestral and annual compliance self-
assessments by business and support units, depending on the unit's
Compliance Risk Rating and the issuance of new regulations.
Coordinates with concerned BCOs and DBCOs the preparation of a gap
analysis and action plans on compliance with new regulatory issuances and
monitors progress until fully compliant.
Reviews Exception Reports on compliance matters and monitors resolution of
gaps/lapses until completion.
Monitors and validates Board-approved resolutions and action programs to
regulatory examination findings and directives until completion.
Develops policies on key compliance and governance regulations (e.9. Related
Party Transactions, Conflict of lnterest and Outsourcing) and monitor their
consistent implementation.
Reports on a bi-monthly basis to the CGCC compliance matters, corrective
actions taken to resolve identifled compliance issues and mitigate Business and
Compliance Risks; and the general status of the Bank's level of compliance.
Partners with lnternal Audit Division in conducting a periodic review of the
implementation of the Compliance Program in various banking units.

e. Oversees compliance with regulatory reporting requirements

Reviews and facilitates submission of Covered and Suspicious Transaction
Reports to AMLC.
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Reviews incident reports and guides units in the preparation and submission of
Reports on Crimes & Losses to the BSP.
On regular regulatory reports, ensures that units responsible are fully aware of
the reporting requirements and oversees timely and accurate submission.

f. Performs functions of an Associated Person in compliance with the
Securities Regulations Code

g. Serves as the Secretariat of the CGCC and the Related Party Transactions
(RPT) Committee

h. Performs its duties as members of the Committee on Discipline and Ethics
(coDE)

Chief Compliance Officer
. Vice Chairperson - CODE Committee
o Deliberates on the recommendations of the CODE Hearing Committee

and the Line Manager concerned
. Decides on the sanction to be recommended to the President for

approval.

Head- Compliance Assurance
. Member - CODE Hearing Committee
. Conducts fact-finding investigations of cases brought before the

committee and prepare recommendations for sanctions and other actions
to be deliberated on by the CODE Committee.

The Job Description and Duties and Responsibilities of each Compliance personnel is
presented in Annex A.

VII. COMPLIANCE PERFORMANCE METRICS

The following are the performance metrics by which the effectiveness of the Compliance
Program can be measured,
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Effective Compliance Risk
Management

Bank's CAMELS rating of at least "3" with Management
rating of at least "3"
Overall Quality of Compliance Risk Management rated
"Acceptable" per BSP Report on Examination

Key Result Area
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Key Result Area Key Performance lndicator

Ontime compliance with new regulations and policies
within the given transition period
100o/o Completion of Annual Compliance Testing Plan
(acceptable to the BSP) based on risk prioritization and
monitoring corrective actions until completion
No repeat findings on reported resolutions of BSP-ROE
directives
No violations of banking regulations that would be
considered unsafe and unsound

Effective Money
Laundering Prevention
Program

. BSP-AML Risk Rating of "3"

. lnternal Audit Rating of "3" for MLPP and AML System

Effective Compliance
Advisory

No incorrect opinion on regulatory matters

Compliant Regulatory
Reporting

No material penalties on unreported or delayed CTRs,
STRs and RCLs
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PART 2: BUSINESS AND COMPLIANCE RISK ASSESSMENT AND CONTROL PROCESS

I. IDENTIFICATION OF KEY BUSINESS AND COMPLIANCE RISKS AND CONTROLS

Key to managing Business and Compliance Risks is the efficient identification of the risk
drivers. A list indicating the specific provisions of these laws, rules, regulations and
standards together with the units required to observe/comply the same is made available to
the Bank and its employees. This is contained in the Enhanced Compliance Assessment
Matrix (ECAM) developed for this purpose. (see Paft 3)

II. RISK ASSESSMENT

For business units and support units responsible for gathering, monitoring and
maintaining customer information and accounts, an AML ECAtt/ is accomplished in
addition to the Regulatory ECAM because AML is considered a major business and
compliance risk which merits a separate risk assessment. The AML Compliance
Program is articulated in a Money Laundering Prevention Program (MLPP) which
establishes the governing principles, standards and policies that will protect the Bank
from being used by money-launderers and terrorists for their activities.

The ECAM is formally reviewed jointly by the business and support units and
Compliance Division on an annual basis. The process starts with the distribution of the
ECAM document per area of business operations. BCOs and DBCOs are tasked to
manage the review of their respective ECAMS using the questions, scoring and rating
criteria provided. Once completed, the DBCO shall submit the ECAM duly noted by
the BCO to Compliance via email.

The Unit Heads of Regulatory Compliance and Governance and AML Compliance
shall review all submissions for appropriateness of self-assessment and ratings and
correctness of scores. The final ECAM document shall then be distributed to all
bustness and supporl units as their reference copy for compliance.

2. Another compliance risk assessment tool the Bank employs is the Compliance Self-
Assessment Checklist (CSAC). The CSAC documents the compliance risk self-
assessments that each major unit of the bank is required to undertake. lt lists down
the Compliance Risk Areas the unit may be exposed to, the unit's own assessment of
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Compliance Risk Rating at the end of the assessment exercise. The ECAM is a tool
that makes it easier for the Business Compliance Officers (BCOS) or Deputy Business
Compliance Officers (DBCOS) to accomplish their compliance risk assessments.
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the risk (low, medium or high) and the self-assessment procedures performed and the
results of the assessment.

These risk assessment procedures are performed by the DBCO on a quarterly basis.
The results are then presented to the BCO for the lattels assessment of the state of
the unit's compliance. ln cases where compliance gaps are noted, the BCO is
expected to initiate measures to immediately bridge the gaps. Once completed, the
DBCO shall submit the CSAC duly noted by the BCO to Compliance via email.

The CSAC is part of the Bank's compliance initiatives and is meant to complement the
compliance reviews periodically conducted by Compliance, lnternal Audit and other
quality assurance units of the bank. Frequently Asked Questions or FAQs on the
CSAC is attached as Annex B.

3. To ensure compliance with new laws, rules and regulations, a gap analysis is prepared
by a concerned unit to determine policies, systems and processes which may have to
be amended or put in place to address any gaps in the present policies and practices
of the Bank.

Compliance requires the concerned BCO and DBCO to submit their updated ECAM,
gap analysis and action plans to address the gaps to Complrance within 5 banking
days from the reference quarter. However, if new regulation is release within the
second half of the last month of the quarter.

. ldentify provisions of the new law, rule or regulation which the unit has
complied with or not.

. lf complied, submit supporting documents or describe current practice as proof
of compliance.

. lf gap exists, come up with a detailed plan of action, including milestones and
timelines that will ensure the unit's compliance to the new regulation.

Compliance shall monitor progress of the detailed plans of action of concerned units
and any delays or completion issues shall be reported in accordance with lssue
Tracking Process in Section lV.3 of this Part.

III. CONTROL ASSESSMENT

The evaluation of the effectiveness of controls designed to mitigate Business and
Compliance Risks are carried out in the bank through the following coordinated activities:
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a. Compliance self-assessments as reflected through the Compliance Self-Assessment
Checklists (CSAC) and Enhanced Compliance Assessment Matrix (ECAII) serve as
the main basis in determining the focus of the tests.

b. lndependent testing shall be done to assess and/or validate the level of compliance
risk management existing in key processes and report the results to CGCC.

c. Deficiencies noted are analyzed by CA and discussed with units concerned during
the Exit Meeting. CA shall make recommendations on how to address the identified
issues and compliance risks and prevent their recurrence.

d. CA will continuously track the issue until fully resolved.
e. Units/processes with noted high risk issues will be retested by CA between 6

months to 1 year from the previous testing cut-off date.

As part of the continuous monitoring and assessment of the effectiveness of the
Compliance Program and the compliance function as a whole, IAD shall:

a. Test the implementation of the Compliance Program in the various business and
support units in accordance to the Audit Program.

b. Conduct a periodic review of Compliance Division to assess the effectiveness of its
oversight function.

3. Governance Coordination between Compliance, lnternal Audit and Risk Manaqement
Divisions

The three governance units of the Bank, namely Compliance, lnternal Audit and Risk
Management, have entered into a Governance Coordination Agreement (GCA) which
aims to achieve the following objectives.

a. To establish a system that would optimize the use of the collective resources of the
Bank's governance teams in meeting common governance, risk management and
internal control goals.

b. To ensure:
. open channels for effective communications are present; and
. overlapping of procedures is properly handled, should there be any.

c. To document the coordinated activities between the governance units mentioned.
d. To provide standard turn-around time, where applicable, for these activities.

A copy of the approved GCA is attached as Annex C
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1. lndeoendent testino oerformed by Compliance Assurance (CA)

2. Assurance reviews in the implementation of the Compliance Proqram bv lnternal Audit
Division (lAD)
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IV. ISSUES TRACKING

Exceptions noted and compliance issues disclosed by Compliance Division's
independent testing, lnternal Audit's periodic review, compliance-related risk incidents
reported to Risk Management, self-assessment activities (including CSAC and AOO
reviews) and BSP onsite examinatjon and offsite supervision shall be closely monitored
by Compliance Division until full resolutron.

2. Compliance Division shall effectively monitor and coordinate with various business and
support units the status of the committed remediation plans for unresolved compliance
risk management deficiencies and regulatory breaches noted. Any re{argets of
committed resolutions shall require the approval of the President.

3. The CGCC will be continuously apprised on the status of the bankwide resolution efforts
during its regular meetings.

V. ISSUES REPORTING

The Board of Directors, through the CGCC and Senior Management through the CEO and
the President, shall be advised on a bi-monthly basis by the Compliance Division of the
occurrence and status until resolution of regulatory and compliance issues derived from this
control assessment process. Where an immediate reporting is warranted, the CCO shall
cause to meet with the Committee on a more frequent basis.

The CCO also briefs the BCOs and DBCOS, on a quarterly basis, on the status of the
resolutions of findings, issues and directives raised by the regulators.

VI. REGULAR UPDATING OF MATRI)UTOOLS

The ECAM shall be assessed and updated by the Compliance Division in consultation with
BCOs and DBCOs on a regular basis to ensure that an effective compliance risk assessment
and control process is in place at all times.

Depending on the seriousness or importance of the laws, regulations, rules and standards
being tested, the risk level and corresponding compliance testing frequency are determined.
The factors being considered include, but are not ljmited to, the degree of importance given
by the regulators, the degree of sanctions specifled for non-compliance and the general view
or position of the banking industry on the matter.

As a general policy, the BCO/DBCO shall update his unit's ECAM as follows:
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1. Business Units affected by the new regulations shall submit their updated ECAM, 9ap
analysis and action plans to address gaps to Compliance within ten ('10) banking days
from dissemination of new regulatory issuance.

2. For units rated as High Compliance Risk, ECAM review and update will be done quarterly
with updated ECAM submitted to Compliance on or before the 5'h banking day from the
end of each calendar quarter.

3. For units rated as Medium Risk, review and update will be conducted every six (6) months
and submitted to Compliance on or before the 5s banking day from end June and
December of each year.

4. For units with Low Risk Rating, review and update will be done annually and submitted
to Compliance on or before the Sth banking day from year-end.

Compliance Division will review and finalize a Unit's Compliance Risk Rating within one (1)
month from submission by the BCO and DBCO.

VII. TRAINING AND COMMUNICATION

To increase the level of awareness among employees, overview of the Compliance
Framework and Program shall be discussed during the New Employees Orientation
Program (NEOP). A module on the Compliance Program shall also be conducted during
the After-NEOP Training of Store Personnel and all Supervisory/Officers Development
Programs. Annual online training refresher course shall be revised in response to the
changes in AML rules and regulations.

2. Regulatory requirements as well as new/changes in laws, regulations and rules shall be
disseminated to all concerned units' BCOs and DBCOS, officers and staff through email
broadcast within 3 banking days from posting in the regulatory's website or receipt of
regulatory advice.

3. On an on-going basis, BCOs and DBCOs shall be oriented through quarterly
meetings/briefings and training sessions on existing or new developments in the
regulatory environment. BCOs and DBCOs shall cascade matters discussed during the
quarterly meetings to all employees in their respective units. Compliance Division shall

also conduct briefings on the compliance program, activities and concerns during store
Sales Clinics and Service Clinics and upon request of a concerned uniVs.

A clear and open communication channel is maintained starting from the Board of

Directors and the GGCC to the senior Management, BCOs, DBCOs, Offlcers, and all

other employees. The communication flows downward to the organization when
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disseminating compliance information and upward when elevating compliance issues or
concems.

Queries on compliance matters can be made through --
a. Compliance group email address @; or
b. Logging in Omniflow, the Bank's Service Level Adherence (SLA) Tracking system

A designated Compliance Officer shall reply to queries or requests within the agreed SLA
with business and support units.

4. All written communications to and from regulatory agencies shall be handled and
monitored by Compliance Division.

VIII, COMPLIANCEADVISORY

Compliance Division provides concemed units with advice or guidance in
accomplishing and meeting regulatory requirements on pertinent endeavors,
requests, etc. to facilitate shorter turnaround time (TAT), higher probability of
approval and minimize risks of incuning penalties due to non-completion of required
documents or non-performance of requisite conditions, among others.

2. All Policy and Procedures Manuals (PPMs), lnteroffrce Memoranda (lOM),
Contracts with 3'd party providers and other relevant documents which may expose
the Bank to Business and Compliance risks, shall be reviewed and signed off by the
Chief Compliance Offlcer.

3. Compliance Division shall provide compliance advisory and guidance to requesting
units in accordance with the Service Level Agreements with all business and support
units.
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PART 3: BUSINESS AND COMPLIANCE RISK ASSESSMENT AND MONITORING
TOOLS

l. Enhanced Compliance Assessment Matrix

The Enhanced Compliance Assessment Matrix (ECAM) which contains a list of relevant laws
and regulations categorized according to the nature of banking operations affected and
identified to concerned units, shall be made available to BCOs and DBCOS. This shall guide
the units in performing self-assessment with the end view of ensuring compliance to
prescribed regulations.

The list of regulations is initially provided by Compliance Division while updating of the
ECAM to add/delete regulations relevant to their operations is the business unit's
responsibility in accordance with Part 2 - Section Vl of this program.

All processes to comply with the regulations should have a built-in review/assurance
component.

A Compliance Risk Rating is obtained at the end of the assessment which will
determine the frequency of the independent review.

Both AML and Regulatory ECAMs are computed based on the following weights, per
regulation line item.

o 20 percent for Process;
o 40 percent for Review; and
o 40 percent for Consequence Rating, per regulation line item.

The weights underscore the focus of this year's Compliance Program on
implementation and review given the assessment by Compliance Division that the
appropriate policies, standards and practices are substantially jn place.

A composite Compliance Risk Rating shall be computed for units with both
Regulatory and AML ECAMS.

As a general rule, each ECAM shall have a weight of 50%. However, for the
following business groups, weights shall be as follows to emphasize impact of
non-compliance to regulations and significant AML findings on stores and
regulatory findings on lending units.
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The ECAM is divided into the following sections
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Business Group Regulatory
Lending Units (CLC,
CBG, Mortgage,
Emerging Enterprise
Lend ing )

60% 40%

RBG Stores 40% 60%

Section Description

Regulations This section lists the regulations applicable to the business
or support unit and for which it is required to provide a
procedure on how to comply and monitor compliance with
the said regulation.

Process ln this section, the business or support unit is required to
disclose whether the procedures and monitoring process as
well as frequency are in place. A maximum of five points can
be obtained in this section.

Review The business or support unit is asked to disclose the results
of the review conducted on policy implementation, including
the independent reviews (i.e. lnternal Audit and Compliance
Assurance Reviews, BSP Examinations, etc), and whether
adverse findings, if any, have been satisfactorily resolved. A
maximum of five points can be obtained in this section.

This section provides for a consequence rating based on the
severity of the failure to comply:

The consequence rating is based on The GUIDELINES FOR
THE IMPOSITION OF IMONETARY PENALTY FOR
VIOLATIONS/OFFENSES WITH SANCTIONS FALLING
UNDER SECTION 37 OF R,A. NO, 7653 ON BANKS,
DIRECTORS AND/OR OFFICERS.

Serious Offense 1

3Less Serious Offense
5Minor Offense

Consequence
Rating

Aggregates the points obtained from Process, Review and

Consequence sections
Total Rating

Offense Ratinq

AML
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Section Description

Compliance
Rating

Risk The Compliance Risk Rating section provides the
compliance risk assessment based on the total rating as
follows:

0-5 High

6-10 Med ium Compliance with regulation
will be independently
reviewed every 18 months,
except when the total rating
is 11 but the consequence
rating is 1, which will be
considered as Medium Risk
instead of Low Risk.

11-15 Low Compliance with regulation
will be independently
reviewed every two years.

The ECAM covers provisions from regulatory issuances of the BSP, PDIC, SEC and PDEX
and relevant banking laws. lt also includes the administrative sanctions and monetary
penalties for non-compliance.

ll. Statutory Requirements Certification

This Certification from concerned units shall be used by Compliance Division in monitoring
Bank's compliance to prescribed regulatory reports, thresholds or ceilings. Concerned units
tasked to prepare statutory reports shall establish a system to ensure the integrity and
accuracy of such reports. Breaches noted shall trigger escalation to Senior Management for
remediation since this may be basis by the BSP to consider the Bank as engaging in an
unsafe and unsound banking practice.

Certification on the accuracy and timeliness of these reports shall be submitted to
Compliance Division within five (5) banking days from the reference quarter for all reports
originating from Finance Group. Other units of the bank shall submit within five (5) banking
days from the reference semester.
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Total
Rating

I Compliance 
I

I Risk Rating I

Description

Compliance with regulation
will be independently
reviewed once a year
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lll. Compliance Reviewrualidation Methodology

1. Rationale

Compliance testing is an integral part of the Bank's Compliance Program. lt is a vital
component in the Compliance function lo identify, measure, assess, control, monitor,
test and repofi compliance rlsks. The compliance tests aim to provide the Board and
Senior Management with a reasonable assessment of the "state of compliance" of the
Bank and to highlight areas of significant compliance concerns.

a) The degree of specialized training and experience required to adequately
understand the process to be tested

b) The compliance risk assessment priority level of the process
c) The volume, frequency and magnitude of the compliance risk events that affect the

process
d) The financial impact of the process
e) The state of automation of the process

2. Risk-basedPrioritization

Compliance tests are conducted using a risk-based methodology. Under this method,
areas where risk of non-compliance is high and/ or the consequence of non-
compliance is significant to the bank's financial performance, reputation and continued
operations are given higher priority for compliance tests. A set of criteria is defined as
a guide but the professional ludgment of the Compliance team would also be a major
d€terminant.

The compliance risk criteria for prioritization purposes depends on the pervasive risks
existing at the time that prioritization is performed. lt may include, but would not be
limited to, quantity and quality of exceptions in the recent reviews conducted by any
governance team, number of accounts, volume of transactions, etc. The criteria and
their relative weights are presented in the annual Compliance Test Prioritization Plan
endorsed by the Chief Compliance Officer and approved by the Corporate
Governance and Compliance Committee.

3. Testing Strategy/ Methodology

Tests will be a combination of remote tests, on-site visits, and automated continuous
monitoring when available. Focus is on the existence and effectiveness of controls that
were designed and implemented to ensure compliance, monitor breaches and report
compliance issues.
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Compliance programs/checklists are formulated by Compliance Assurance and
updated individually, as necessary, before the conduct of each compliance testing
engagement. Automated continuous compliance monitoring capabilities will be
developed to facilitate the conduct of compliance tests on a wider testing coverage
and a more comprehensive and timely basis. This facility will be continuously
enhanced as the Bank's core and document management systems are enhanced.

The scope of compliance tests will be determined during the risk assessment phase.
For Stores testing, this will be done at least twice during the year. For Non-Stores,
this will be done during the initial planning phase at the start of every compliance test
activity.

lA shall have a separate component in their regular audits for "Compliance with AML
and Other Regulatory lssues". This component shall be one of the risk factors to be
considered in their overall evaluation / rating of the unit.

Scope of Compliance testing to be performed by both CD and lA shall include, but will
not be limited to the following:
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Scope of Tests

lnternal Audrt (lA) and Compliance Testinq coveraqe in the Review, Reportino and
Monitorinq of Maior Compliance Risk lssues

Compliance will rate the concerned business units based on its ratrng matrix.

a. Account Opening and Know-Your-Customers processes
b. Updating of Customer lnformation
c. Customers engaged in Money Service Business
d. Recording of information relative to Manager's Check issuances
e. Recording of information relative to forergn exchange and remittance

transactions
f. FATCA Compliance
g. Compliance to Consumer Protection Program
h. Compliance to Related Party Transactions (RPT) Policy
i. Conduct of lnward and Outward Remittances
j. Handling/Managing of High Risk Customers

Review of internal controls is performed by lA and does not form part of CD's
compliance testing scope.

Page 25 of 35



Q eastwest
Updated: Aptil 2018

Samplino

As a starting point, 30 samples will be selected from the test data. Test data for
assessing compliance of current processes with governing laws and regulations shall
be data from the last three months prior to test culoff date which could be extended
to last 6 months if initial sample population will not reach 30. lf the samples will not
reach 30 despite extending the sampling period to six months, the reason for such
shall be properly documented in the Test Sheet. For tests of compliance on the
management of existing accounts, test data will be all accounts and their transactions
that are active as of test culoff date.

Minimum
Testing
Sample

30

Exception Resolution

When significant exceptions are found early during testing,
the Team shall re-assess whether to continue the
tests. When controls are judged to be weak or needs
improvement, there usually will be no need lo continue
testing, and these deficiencies will become immediate
compliance issues that will be documented in the
Compliance Report. However, at times it may be appropriate
to continue testing to establish whether the initial findings
arose from an isolated incident, rather than a systemic
weakness.

On the bankwide clean-up and updating of customer information, Compliance shall
validate, on a test basis, the completion of the customer information updating activities
of business units concerned. Units that had been declared "100% complete as to
clean-up and updating" by their unit heads will be considered for validation,

4. Frequency of Tests

Frequency and prioritization of compliance testing will be based on the results of the
Enhanced Compliance Assessment Matrix (ECAM). Annual compliance testing will
be conducted on business and support units with high compliance risk rating and high
consequence ratings, every eighteen (18) months for those with medium risk rating
and every two (2) years for those with low risk rating. However, should a unit fail in the
Compliance Test or an audit review, a follow-up compliance test shall be scheduled
within6to 12 months from thetesting cut-off date. On the other hand, if a full lnternal
Audit (lA) review was recently conducted on the unit scheduled for a follow-up
compliance test, Compliance may rely on the results of said audit after it had assessed
the adequacy of the lA review.
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The risk areas of Treasury, Distribution and Trust will be subjected to an annual
compliance test as mandated by the BSP.

Standard turn-around{ime for Compliance Tests (CT) shall be established on or before
June 30, 2019 after several compliance tests following the significantly enhanced CT
procedures in 2018 have been completed.

5. ReviewDocumentation

a. Compliance Review Planninq Document

This is a standard document prepared by Compliance Assurance (CA) which states
the objectives of the review, scope of the review, relevant regulations, major issues
arising from previous examinations and audits, risk profile from the ECAM,
review/sampling method and review timelines. The planning document should be
approved by the CA Head and discussed with the Head of the unit subject for review
on the first day of fieldwork.

b. Compliance Review Checklist

The review checklist is largely based on the ECAM, relevant Bank policy manuals
and results of the latest audits. The checklist is composed of the following columns:
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Column Title Description
Process/Controls To Comply Contains the procedures/expected

activities that should be checked by the
reviewer

Nature of Tests to be Conducted Suggests the mode of tests to be used to
perform the review, e.g. interviews,
document verification, data interrogation

Documents to be Obtained/Checked Lists the documents which should be
checked and obtained that shows
compliance/non-compliance to the
activities listed under "Process/Controls to
Comply" column

Ad hoc compliance testing may also be performed if deemed necessary or as
requested by the Business/Support Unit or Senior Management.
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Working papers serve as tools to aid the reviewer in performing his work, and as
written evidence of the work done to support the compliance report. Copies or
actual samples of various documents can be used as examples, for clarification,
or as physical evidence to support a conclusion or prove the existence of an issue.

6. 2018 Compliance Testing Plan

A. Stores

The criteria used for the risk-based prioritization and their relative weights are as
follows:

Criteria Weight
Latest Compliance Testinq Results 10
Latest lnternal Audit rating (on AML) 10

Suspicious Transactions Reported/ Reports on
Crimes and Losses

'10

RCSA Rating 10

Operational Loss Database 10
Number of Complaints 7

Number of Alerts Generated for last 3 months 7
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Column Title Description
Contact Person Resource person who handles the

particular documentation or performs the
expected activity

Review Comments Where the reviewer indicates his
comments on the items found deficient and
the activity that was or is not being
performed which resulted to such
deficiency.

Result Based on the review comments, indicate
whether the unit's activity is "lneffective" or
"Effective"

c. Test Sheet

This is a standard template to document the results of the sample-checking where
the reviewer records the sample size, sampling period, customer/transaction
details and deficiencies noted.

d. Workinq Papers
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. Handling/Management of Money Service Businesses in accordance to the
MLPP

. Disposition of alerts and incomplete CTRS

. Handling/Management of Online Gaming accounts
o Account Opening and Know-Your-Customers processes
o Recording of information relative to Manager's Check issuances
o Recording of information relative to foreign exchange transactions
o FATCA compliance for newly opened accounts
o Transactions monitoring relative to AML compliance
o Compliance with policies on inward & outward remittances

B. Non-Stores

The CT for Non-Store units aims to assess the level of complaance of the different
business units with applicable laws and regulations, review resolutions of audit
exceptions (BSP, lnternal Audit and Compliance), and validate the submitted
Enhanced Compliance Assessment Matrix (ECAM).

Prioritization criteria used are as follows

Criteria Weiqht
BSP Findings
Previous Compliance Testing Result
lnternal Audit Ratinq 15
Number of Valid Complaints
Complexity of operations (Core, direct
support, support)

10

Latest ECAM Results
Change in Senior Officers (Group Head and
Division Head)

5

RCSA Results 5
Amount of Operational Loss 5

Total 100
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Criteria Weig ht
Turnover of Service Head (frequency of change) 7
AOO reports t)

Number of accounts maintained 6
Volume of accounts opened in the 3 months 6
Store Opening Date 6
Safety & Security Ratinq 5

104%

The test scope for 2018 will include test of the following:

aE

15

10

10
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lf applicable, disposition of alerts and incomplete CTRs and reporting of crimes
and losses of a non-store will be considered in the prioritization.

ln addition to the compliance tests to be conducted on the prioritized non-store
units, the expanded scope of CTs for 2018 will include reviews of the following
compliance risk areas on an institutional basis:

. lmplementation of the Consumer Protection Framework

. lmplementation of the Related Party Transactions Policy and Outsourcing
Policy

. Compliance to Regulatory Reporting

. Compliance with policies on inward and outward remittances

. Compliance with MLPP on the onboarding and monitoring of high risk
customers

. Compliance with Social Media Risk Management

The CT prioritization for Non-Store units for 2018 is shown in Annex D with the
criteria used and their relative weights.

. Assessment of alerts generated by Base60

. Validation of resolutions of BSP Findings and Directives

. Clean-up and Updating of Customer Records

E. Coordinated Compliance Tests with lnternal Audit

Conduct of compliance tests will be closely coordinated with lA to maximize
coverage and have a broader scope for the assessment of the state of compliance
of the Bank.

As part of this arrangement, Compliance will directly handle the test of 112 Stores
while lnternal Audit will provide assistance in the test of 122 Stores. The combined
coverage of 233 Stores comprises 60% of the total Stores of 389.

For Non-Stores, there are 15 risUpriority units identified. Seven (7) of these will
be tested by Compliance, Internal Audit will provide assistance in the compliance
test on five (5) units and the test of three (3) lT-related units will be outsourced to
lnformation System Audit (ISAD) as presented in Annex D.

Page 30 of35

The information contained in this documenl is the propedy of East West Banking Cotporation. No pad should be reproduced,
published, transmitted grdistibuted in any lorm ot by any means, electronic, mechanical, photocopying, recording or otherwise,

ot stored in any infornation storage or retieval system of any nature nor should this be disclosed to thitd paiies withoul pior
exprcss witten authoization of East West Banking Cotporction.

C. lnstitutional

D. Bank-wideValidation



Q eastwest
Updated: Aptil 2018

The terms of the coordination shall be as follows

1. Coveraoe. Compliance will provide lA with their annual testing plan. lA will, in
turn, provide Compliance with feedback on what areas rn the Compliance
testing plan will be covered in the lA plan. Compliance will then adjust their
target coverage, accordingly to avoid any duplication.

2. Test Procedures. Compliance will provide lA with their Compliance Checklist
or Compliance testing guides. lA will determine whether the testing procedures
in the checklist are already included in their audit programs. Any gaps will be
covered by Compliance in its Compliance Testing Plan.

3. Validation of Tests. lA will provide Compliance with test data necessary for
Compliance to validate the test procedures conducted and the results thereof.

4. Reportinq. After validating the compliance tests performed by lA and the
results thereof, Compliance will include said results in a consolidated report to
the CGCC. (Note. lA will include a separate section in their report that pertains
to the results of their regulatory compliance review, including their rating of this
risk area).

Compliance shall report on a bi-annual basis (April and October) the status of the
conduct of compliance test versus plan, explaining any deviation to the approved
plan and recommending changes for the balance of the year.

lV. Risk Assessment

The table below shows the risk rating given to a process based on the number of
deficiencies noted during compliance testing in relation to the sampled population.

Occurrence of deficiencies in samples tested
= > 25o/o

of the sample
population

25o/o < and > 10 Yo

of the sample
population

= < 'l0o/o
of the sample
population

Medium Low

V. Reporting Procedures

1. Upon the conclusion of the evidence gathering, the Compliance Assurance Officer
who performed the Compliance Test summarizes the observations, findings,
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F. Prooress Reoortinq to the CGCC

'Hish
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conclusions, and recommendations necessary for preparation of the compliance
reporU discussion drafl .

2. The report draft shall indicate the date when the "Management Response" to the
compliance report shall be submitted.

4. The final report will be prepared using the standard report format which shall include,
but will not be limited to, the following:

o. Objectives of the review
b. Scope of the review
c. Overall assessment
d. Executive summary
e. lssues and recommendations.

5. An exit meeting with the BCO and DBCO of the unit tested will be conducted prior to
the finalization of the report.

6. The final report will only be rssued afterthe review of the Compliance Assurance Head
and approval of the Chief Compliance Officer (CCO).

7. Copies of the final report will be distributed to the Department Head and Division Head
copy the unit's BCO and DBCO.

8. The Chief Compliance Officer will report the results of all significant findings/
observations and recommendations and the response and action plans of the unjt to
the Corporate Governance and Compliance Committee (CGCC) in an executive
summary.

Vl. Resolution/ Escalation of Compliance lssues
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3. Management's reply and action plans should be incorporated in the final report.

1. Full compliance is expected from all units of the bank at all times. As such, the
resolution of all Compliance issues shall be given priority.

2. Any compliance issue that cannot be immediately resolved shall be immediately
escalated to the Chief Compliance Officer (CCO).

3. Any compliance issue known to the business or support unit but not reported to the
CCO but subsequently discovered during the independent tests shall constitute a

serious offense as defined in the Bank's Code of Discipline and Ethics and will be dealt
with accordingly.

4. The respective BCO/ DBCO concerned shall be required to provide Compliance
Division a regular update on the status of resolution efforts on outstanding issues.
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5. All unresolved compliance issues pertaining to compliance risks with HIGH
consequence ratingswill be escalated to Senior Management and monitored at CGCC
level on a regular basis.

Vll.lssues Monitoring

1. Compliance Assurance will track issues and their resolutions to help ensure that
appropriate action steps are implemented in a timely and relevant manner.

2. Compliance lssues will be logged in the lssues Monitoring worksheet at the time they
were noted regardless of whether they had already been addressed prior to the
issuance of the compliance report or not.

3. The actions taken to resolve the findings will be reviewed and validated by CA to
ensure that the risk noted had been addressed and the desired results were achieved.

4. Major issues that remain unresolved after a month from report date will be reported to
the CGCC.

Vll. The Compliance Rating Scorecard

1. Features

Compliance Rating Scorecard (CRS) is a measure of the effectiveness of the
compliance risk management processes of a unit.
Overall CRS is either Accepfa ble, Below Acceptable or Unsatisfactory
The overall rating of the unit is determined by the severity of non-compliance of
each issue identified during the review, presence of repeat findings and possibility
of penalties to be imposed by regulators.
CRS is based on the condition of the issues noted at the time compliance tests are
conducted, not at the time of the report. The Rating will not be affected by
addressing the issues before the audit report issuance. However, significant
subsequent events addressing compliance issues that occur prior to the release
of the Compliance Report will be cited in the report.
The CRS will cover all compliance risks residing in the unit. Even if the risks
emanated from other units but are present in the processes ofthe unit being tested,
this will be considered in the overall rating of the unit under review.
The impact of the CRS on the unit and each employee's performance appraisal for
the year shall be determined by Senior Management and presented to the Board
of Directors.

Acceptable
. No high risk compliance deficiencies AND No unexpected major findings from

BSP, lnternal Audit or Compliance Reviews.
. Equivalent grade of 85 and above
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Below Acceptable
. Occurrence of deficiencies can be addressed by regularization of cited

accounts, submission of missing information/documents. Possible exposure
to significant penalties if the deficiencies remain uncorrected.. Equivalent grade of 80-84

Unsatisfactory
. Systemic non-compliance as seen in occurrence of high risk deficiencies and

repeat findings which can be addressed by overall clean-up and/or redesign of
procedure/policies.

. Equivalent grade of below 84

For STORES

com pllance Ratlna
Componentr

we ight

Compliance TestinS Results
BSP lssues Resolution
AMLAlens Handllng

compllan.e Tralnlngs
ECAM Updates

Qualiry

Regulatory Repons

For NON-STORES

25

25

10

10 8s20

15

85 and up - a.ceptable;
80 to 84 - below
acceptable;
Below 80 - llnsatisfratory

15

100

Compllance RatlnE
Componentt

compliance TestinS Result3
gSP lssuei Resolutlon
AML al e rte HandllnE

Weight

compllance Trainlnts
ECAM Updates

ReSulatory Reports

85 rnd up ac€eptable;
80 to 84 - bolow
accept.ble;
Selow 80 - unsatisfu.tory

29
25

l0
15

20
5

5

5 85
10

1p
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100

PASSING

GNAOT

PASSIt'16

GRADE
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Basis of weight distribution is regulatory consequence, particularly on the CAttilELS
rating.

lf component is not applicable to a particular unit, its weight will be allocated to the
other components proportionately.

Annex E presents how each component will be rated (using the Stores' rating
template to illustrate)
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I. INIROD{JCIION

Employee leorning ond development is o competiliye weopon in producing o workro.ce
lho, con surposs our compolilors ond exceed our cuslome.s' expectolions. Leorning ond
developmenl should be o colleclive eftorl omong employees, business leoders ond
leorning ond development tunclion.

ln this conneclion. Eostwesl Leorning ond Developmenl provides o guidonce on enobling
employees ond leoders in ensurlng conlinuous ond consislenl opprooch in leorning ond
developmenl omldst ropidly chonging ond growing cuslomer demonds, increosing
competitive pressures snd requirements tor conllnuous improvemenls of business
processes.

The Leorning ond Developmenl progroms ore onchored on ihe compelencies required
tor employees 10 perform elfectively in lhek cuffenl ond tuture roles. The progrdm
cotegories ore exploined below.

A. Leorning ond Developmenl fromework

l. Mondolory Progroms - reler to progroms lhot provide employees o common
loundolion knowledge of lhe compony ond ils business ond estoblish o strong cullure
of cuslomer seNice, soiety, risk monogement ond legol complionce.

2. Job-nelated Progroms * reler to progroms ihol lrili oddress required compelencies lor
employees to perform their respective job lunclions.

3. Monog€mont dnd leodel'hip ?rogroms - refer io development(rl progroms lo enoble
employees become more effective performing lheir job level.

O eastwesl
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B. Deflnilion of Terms

The resource lrom Lecrning ond Development funclion osrigned to
portner with the Business Unit Heod in identifying, oddressing ond
evoluoling lhe leorning ond deyelopmenl requirernents of the
ossigned Business Unil.

& eastwesL

Leorning ond
Developmenl
Solulions

Reter to difterent lypes ot leorning ond developmenl intervenlions.
These con include but nol limiled lo formol clossroom sess:ons,
cooching ond menloring, conferences, on-lhe-job leorning, job-oids,
job shodowing, revolido, oclion leqrning projects, reoding books.
communily of proctice ond e-leorninO.

Leorning
Progrqrn

A leorning progrom comists of modules which con use vorious leornino
ond developmenl solulions.

Leorning Module A leorning module consisls ol vorious lopics
Leorning ond
Development
l-eod

Focililoiorl
Speoker

Refers lo lhe one wlro conducls the leorning proerorn who couid be
eilher be on internol or exlernol resource;

lnternol
Focililator

A resou.ce who could be eilher hom Leorning & Developmeni
function or from lhe llne.

Business Unil
Leod

Could refer lo ony individuolwho hos o sloke in ochieying ihe leoming
resulls of lhe employees

Troining

Allowonce
This is o subsidized omounl io supporl requked porticiponts who will be
coming lrom other provinces 1o ollend ony leorning ond developmenl
eY6nl/ proorom.

Troining
Honororium

Ihis is on incenlive given to lhe memben of the Foc!.Jlty Developmenl,
or lo the identified speokers, focililolors, cooch or mentor wilhin the
Bonk.
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C. Roler & ResponstbilltlsJ

@ easlwest

Eostwest Leorning ond
Development Funclion

Conduct leorning needs qnolysis bosed on lhe
compelency requiremenls ond th€ skcrlegy ond gools
of lhe business unil.
Porlner wiih lhe business in lhe design qnd delivery
requiremenls ond get their sign-off.
Slroiegiz€ ihe mosl efteclive opprooch in designing
ond delivering progroms (whelher internol or ex'iernol
foculiy. cuslomized or genefic, clossroom or olher
melhodologies).
Monilor effeclive delivery of lhe progroms
Evoluole elfoclivenesJ of ihe progrom ond provide
feedbock lo vorious business unil stokeholden.
Discuss wilh business unit stokeholders the leorning
evoluolion resulls ond provide recommendolions on
how lo opply leorning ond sustoin or improve
perlormonce,

Unit HeodslDivision
Heods/Business Unil
Heods

Iogelher wilh lhe Leorning ond Development, identify
compelencies ol eoch posilion in lhe unit ond onolyze
compelency gops.
lden,ily compelency gops which con be oddressed vio
leornirlg ond developmenl
Outline coreer development plons ond leorning polh
,or his unil/division/deportmenl.

Focililotor/Speokers Primorjly responsible td conducling lhe
progron'r/course.
lf lh€y 016 Subjecl Molter Experls, EW Leorning ond
Developmenl con work wilh ,hem in ihe design ond
developmenl ol lhe leorning progrom.

Porticipont Allend ond complele the requiremenis of the leorning
progr(:m.
Are expecled lo odhere to lhe guldelines ond
procedures covered in lhis policy.

&ole lbililv

I

I

I

I
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II. GEN'8AI, POTICIIS AND PfiOCEDURES

A. Leornlng Need! Anolfls

leorning snd Developmenl Leod conducls leorning needs onolysis in porlnership wiih
lhe Buriness Unit Leod before budgei period to delermine the leorning progroms for
lhe following yeor. Below ore the difterenl doto sources in delermining ond prioritizing
lhe leornlng needs:

. EostWesl s'lrotagy
r Business Unit Mondotes, Aclivilies ond KRAS

. Performonce Approisol resulis ond lndividuol Deyelopmeni Plon

2. Evoluole the Business Unit leorninq ond developmenl needs if:
. il con b6 oddressed by the exisling progroms within Eostwest bonk
. on exisling progrom should be cusromized for lhis poriiculor business unit
. on exisling externol progrcm con be conducfed in-house
. it requires developing c new progrom, whelher with internol or exlernol

reS0urces.

3. Discuss wilh the Business Unil Heod their role ond responsibility in the design.
development, delivery ond evoluotion of lhe progrom.

4. Leorning ond Developmenl Leod gets o sign-off lrom lhe business on the
recommended leornlng ond development progrom.

8. leorning Progrom Design ond Deyelopmeal

l. The Leorning ond Development Leads golher the learnlng design requiremenls from
lheir respeclive business unil leods or sponsors bosed on the following loclors:

. Lec'nit g outcome: lorget level of leorning - owcreness. opplicotion ond/ or
performonce

r Conlenl stobility, vololility, high-Iisk ond impocl
. Subjecf Moller Erpert: ovoilobility, locolion, cosl
. Focully: ovoilobility. locotion. teoching skil,J

. Audlence: size, wcrk schedule . locolion, diversity. moiivolion

. Budge* development ond delivery

O easlwest
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Cvttlcutum strctegy: moturily of proclice oreo
Leodershlp suppo*: level ol involvement ond desire for innovotion

2. Leorning ond Development Leods gel sign-off from fheir business unil leods on the
de5ign and deyelopmenl opprooch bcsed on the loclors li5ted obove.

3. Leorning ond Developmenl Leods design ond develop lhe progroms wilh ellher
inlernol ond/or exlernol resource.

4. Leorning ond Development Leods gel finol sign-otf from lhe business unii leod on ihe
progrom before roll-out,

5, Leorning ond Development leods pilol the progrom ond revise bosed on lhe initiol
feedbock of lhe por'ticiponts.

6. Fo. exisling progroms. Leorniog ond Developm6nl !eod9 should conlinuously review
the effectiveness of lhe design bosed on lhe porticiponis feedbock ond on ony
chonge in business unil's or orgonizolion's direction.

C. teornlng Dellvery ond Admlnlstrollon

i. ln-house leorning ond development progroms sholl be plonned, organized ond/or
locililoted by Eoilwesl Leorning ond Developmenl ln porlnenhip with the Business Unit

Leods.

2. Logistics luch os venue, tood, leornlng moteriols sholl be prepored ond orgonizad by
the Leorning ond Developmenl.

3. All focililolors ond Iroining vendor sholl be thoroughly ossessed lhrough on
occreditolion process conducled by Leorning ond Developmenl.

4. Some progroms hove lheir own respeclive guidelines which Leorning ond
Developmeni sholl implemenl seporolely however slill in odherence lo lhe generol
guidelines os stoted in lhk policy {i.e. concellolion, penollies snd completion ot the
progrom.)

O eastwest
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5. All learning ond development progroms lhol o porticiponi hos otlendeci sholl be
recorded by Eostwesl Leorning ond Development.

6. The Leorning ond Development porlolconloins oll the doto pertoining io leoming ond
development progroms otlended by employees wheiher inlemol or exlernol
progroms. Atlendance records should be updored weekly.

7. Any employee inquiry on leqrning ond developmenl progromi con be lagged th.ough
Leorn,ng ond Development SAIS Omniflow.

D. leorning Evoluolion

I. There ore four leyals of leorning evoluo'lion:

leva, l: Reoclion, lhis meosures how well lhe leorning wos received by the
porticiponts which is done righl oller the progrom complelion.
Level2: Lea,nlng. This meosures increosed in knowledge. skills. ond behoviors os o
resull of lhe loorning wh;ch con be done during or ofter lhe progrom complelion.
Leyel i: Appllcotlon. This meosures how for lhe porliciponls hoye opplied lheir
leorning ol work which con be o pre-requisite for progrom complelion or con be
done months qller dependirrg on ,he progrqm design.
Leyel 4: Maosures resurrs. lhis meosures the lrnprovement on ind;viduol
pertormonce ond/or businesr resulls which con be o pre-requisile lor progrom

completion or con be done months o,ler depending on ine progrom design.

O eastwest

2. All progroms will hove level I ond level 2 evoluolion results. Level 3 ond Level 4 will be
opplied bosed on the torgel leorning oulcomes ot lhe progrom.

E, LeornlnE Sudgel

l. Leorning ond Development Leods, in porlnership wilh the Business Unii leods
delermine lhe Learning ond Deyelopment buclget bosed on the leorning needs
onolysis results.

2. Leorning budgel should include the fal,owing:
. Participonts Expenses: tuilion fee, hoiel occommodollon, lronsporlotion lor both

inlernol ond externol progroms, koining ollowonces
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Jroining Venue expenses
Troining Vendor fees
Troining maleriols qnd supplies
Honororium tor internol focully from the business uniis

3. Eudgel ollocolion per heod moy vory per buslness bosed on lhe following foclors
. Growlh prdeclion
. Criiicol business direclion
. Highly speciolized ond technicol roles

{. Budget is cenirolized in Leorning ond Developmenl bui the ocluol expenses ore
chorged bock 10 the busrness.

5. Al lhe storl of the yeor, the Business Unii Leod should be informed ol lhe olloco'ted
budgel for their funclions for both inlemo! ond exlernol leorning progroms.

6. Finonce providss monllrly reports lo learning ond Development ond Business Unit

Leods on lheir leorning ond development expenses.

flr. ?ioc!pu8gs oN T.EARNtNG pEuvtEY

A. Ellgiblllty ond Enrolmenl Process

l. All employees of Eostwesl 6onk ore eligible 1o porticipole/oliend in lesrning ond
deyelopment progroms with lhe condition lhol it is port of their ieorning polh-

2. No employee sholl be excluded on lhe grounds of gender, elhnic or nolionol origin.
disobility, oge, religion, cullure, sexuol orienlotion, or morilol siotus.

3. There ore olso leorning ond developmenl progroms thot ore only opplicoble lo
specilic business unils/ division/ deportmenl roles which employees oulside of thot
restriction (]16 not qllowGd to porticipole in.

4. See loble below lhe eligibility ond enrolmenl process for differenf leoming ond
developmenl progroms.

0 easLwest
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B. Exlernol Troinlng Progromt

Exlernol kqining progroms ore identitied during lhe Leorning Needs Anolysis ond
includBd in the budget process, Ih6se exlemol progroms ore provided by certifiing
bodies, acodemic oa regulolory inllilutions ond other independenl lroining seryices
provider. Below ore lhe ditlerent lypes ol exlernol koining

o. Cerlllicollon/l.icen!e/Dlplomo/Degree & Slmilor Accreditollon Progroms -

these courses moy be ovoiled os pqrl of eripioyee's compeiency
enhoncement direcied to iheir mondole in ihe bonk.

b. Conlerencer - conlerences moy be oltended only by Group Heods or
designored roles for purposes ot Eoslwes, Bonk's induJkiol visibility, knowledge
ocquisition, or neiworking. Porlicipolion to lhere tormol meetings encouroge
cross funclionol involvemenl wilh respect fo the diflerenl business un;fs of lhe
Bonk. ln which cose, proper represenlotion will be monoged by leorning ond
Developmenl lo ensure consistenl ond loi process.

c. f,egulolory Progrom3 - these courses ore mondotory courses or cedificalions
required by qoverning bodies such os BSP, SEC, DOLE, elc. Ihese ore
mondotory courses lo ensure the bonk's complionce ond olignmenl wilh lhe
regulolors (e.9. BSP Circulor 808, BSP Circulor 871, etc. -

O eastwest

Type o, Progrom lligibillty Enrolmenl
Mondolory Progroms All employees Group enrolmenl

Nominolion
Job-reloled Progroms Torgeled func'lion ond

roles
Additionol rcreening
process dopending on lhe
progrom

. Nominolion

Monogemenl ond
Leodership Progroms

Torgeled levels Group enrolmenl

I
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d. Job-roloted Progroms - these ore courses lhol moy be identified in the
Leorning Needs Anolysis, nol ovoiloble inlernolly but ore necessory to
build,/develop on employee's knowledge ond skills 1o pedorm the funclion
effectively ond efficienlly

2. Leorning & Development wi,l orgonize on in-house conduct of lhese progroms il there
is o crilicol moss, ol leost l5 porUciponts.

3- It lhe progrom is no, going to be conducled in-house, nominolion ot ollendonce lo
exiernol troining should be initioled by eilher lhe Unil Heod of lhe employee or by lhe
Leorning ond Deyelopment where endorsement should be bosed on the compelency
requir€menls of the posilion.

. Regulolory lor the role or funclion.

. Relevonce of course contenl lo the compelency gop identified.

. Within the troining budge, ollocolion for eoch business unit.

/. Ihe occomplished Exlernol Troining Nominol:on Form, logelher wilh the supporling
ollochmenls {brochures. deloils of lhe progrom eic.), sholl be submilred to the
EostWest Sonk Leorning ond Oevelopment Heod for his/her evoluotion ond opprovol
lhrec {3) vreeks betore lhe stori of the leorning progrom.

5. The nominolion form should include lhe following informolion:
. Progrom Tifle
r ProYider / O.gonizer
. lnclusive Doles
o Troining lnvesfmenl {Gross Amount in PHP & USD}

. Nome ol Porlicipoting Employee

. Approving Group Heod

. Purpose of Allendonce to Troining

. Compelencies lo Acquire/ Enhonce served by lhe progrom

. lmpoct ol Troining to employee's iob {including risk ond legol complionce
consequence ol non-olrendonce)

6. Approvol Level tor Externol lroining Progromr. whelher budgeleci cr unbudgeted
should be opproved by the Vice Chokmon ond CEO.
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7. Upon opprovol, lhe porliciponl will be oskad to sign o lroining bond conlracl
depending on lhe omounl ol lhe progroml leorning event or if lhe type of leorning
event is o cerlilicotion course/ progrom.

8. Porticiponls lo the externol troining progroms will be required fo onsweron evoluotion
,orm ond submil il lo Leorning ond Developmenl o doy olter the seminor.

9. Leorning and Developmenl sholl oho do the lollowing:
o. Nolitying the nominee. Unit Heqd ond Group Heod oI the opprovol ol lhe

nominolion.
b. Regisrering lhe nominee lo lhe oxlemal hoining progrom by submilting the

regislrotion lorm lo the ,roining provider/ orgonizer, copying lhe nominee ond
his Unit Heod.

c. Preporing lhe Requ€sl lor Poymenl lo cover the troining faes ond coordinaling
wilh Finonce Group lor lhe poyment processing.

d. Coordinqting willr troining providerl orgonizer ,or ciher leorniog-reloied
concerns.

e. Sending of troining confirmotion ond progrorn reminders lo porticiponts.
f. Poyment of lroining lees lo lhe vendor.

S. Col,eclion ot required documenls reloted to froinino (i.e. sconned or
photocopy of ,he Leorning Certificole, copy of lhe hondou'ls and
occomplished leorning evoluolion form).

h. Leorning ond Development sholl be respongible For moniloring the
erfecliveness of lroining progrom.

i. Leorning ond Development to regulorly updote dolobose of exlernol seminoE
which will be used crs bosis for future recommendclion

C. Concellotlon. Replocemenl ond No Shows

A porliciponl, due to business exigencies or yolid excuse moy only be ollowed lo
cqncel his/her porticipotion 10 lhe troining progrom one {l ) week prior 10 lhe lroining
schedule ot lhe progrom proper. Volid reoson5 acceploble ore:
. lllness. heollh or medicol reosons (e.9. occidents. giving birlh. Under surgery,

occidents. etc.)
. Deolh of employee or employee's immediote fomily member

I
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2, ln order 10 nloxirnize troining progrom invesimenls, o replocemenl need lo be
provided by lhe concelling unil. leorning ond Developmenl should be nolilied ol ihe
replocemenl lhree {3) doys bgfore the dole ot ihe seminor

3. Replocemenl con only be considered if th6 person hos lhe some ronk ond role or job
description ot the inltiol enrollee/ porliciponi.

4. Replocement musl hove on opprovol of the lmmediote superviscr porticulorly if it is o
clossroom lype of leorning.

5. ln the event thqt lhe porlicipant did nol show up, the cosl of the lroining will be
chorged io the unit/ deporlment/ division.

D. Irolnlng Bonds

l. Developmen, progroms lhof build lhe core competencies of lhe employees ond in

which the Bonk invesls time ond funds for lhe progrom will require lhe porticiponts to
sign o conlroct togelher wilh o troining bond.

2. Eoslwesl Leoming ond Developmenl in porlnership wilh lhe Business Unit Leod, sholl
qssess, define ond opprove the omounl ond period of the bond oltoched lo cerloin
developmenl progroms.

3. The following lroining bond schedule sholl be foilowed
No Troining lnYertmenl iPHP) gquivolenl Service Yeors

6 monlhsPHP 50,000
2 PHP 51.000 - Php 100,000 I yeor
3 PHP 101,000 ond up 2 yeors

4. Porliciponts of lhe development progroms shollbe required lo sign controcls with lhe
omounl ond period delined os bond.

5. Poriicipanls who loiled lo complere their oifendonce or decides lo resign from ihe
Bonk wilhin lhe period of the conlrocl shqll be required lo poy ihe bond os defined in
his conlrocl.

O eashruest
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6. Ihe sorne guidelines opply for employees ollending externol lroining progroms with
budqels thof the Presidenl ond CEO hos prior opprovol.

E. Tronsporlollon ond Trolnlng Allowonces

An employee wilh opproved enrolmenl lo o leorning ond developmeni eyenl sholl be
oliowed to lrovel os to wh€re the evenl will be held. lf opproved, the evenl is

considered on officiol business kip, tor sofely ond guidonce refer io lhe Irovel Policy.

2. For porticiponls residing wilhin the some province from where ,he leorning ond
development progrom will be held. no reimbu.semenls or ollowonce ore provlded

{e.0. Residing within Me'tro Monilo, lrcining venuo is within Melro Monilo). However, if
lhe leornlng ond developnlent progrom is held on the porticipont's resl doy. lhe
porticiponl is eligible lo ovoil ol the following:

Reimbursemenl ot ocluol tronsporlofion expense from residence lo the leorning
ond deyelopment evenl venue ond bock tor commuiers;
Reimbursemenl o, mileoge expensa from residence lo the loorning ond
developmenl evenl venue ond bock il porticiponf useci his personol vehicle or
uncier cor plon:
Reler lo the lolesl Reimbursemenl Policy lrom Finonce Deporlmenl-

3. For porliciponls residing outside of the province from where the leorning ond
development progrom I will be held, lroining ollowclnce sholl be provided {e.9.
Residing in Pompongo. koining venue k in Melro Monilo: or Residing in Meko Monilo.
troining venue i5 in Pan)pongo). Refer 1o Attochments seciion ol this policy document,
lor iroining ollowonce omounls ond eliqibility iob,e. The Per Diem policy guideline is

nol opplicoble tor leorning ond davelopmenl evenls or progronrs.

4. No reimbursement sholl t)e mode if lhe compony vehicle wos used

5. When usino personol vehicle or vehicle under cor plon, reimbursement of mileoge is

ollowed os per IOM-l-inonce, Locol Trovel Trqnsportotion.

6. Reimbursemenl of tood ir nol ollowed if it hos olreody been provided for in lhg
progrom proper.
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/. For leorning ond developmeni progroms oulsido of Melro Monilo; or if lhe
evenl/progrom is in Metro Mqnilo ond parliciponts will be coming from lhe Visoyos
ond Mindonoo regions, porliciponls ore enliiled lo reimburse troveling ond
occommodolion expenses (i,e. hotel occommodolion, plone fore, ierminol lees,
'tronsporl lrom oirporl lo holel ond bock). Reoson lor lrovelsholl indicole iroining.

8. ln the event thol ihe Leorning ond D€velopment hos okeody onongod lhe holel
occommodolion or lodging ond lhe po*iciponl decided not io ovoil ol or use il, no
reimbursements sholl be ollowed. The cost sholl be for lhe expens€ ot lhe porlicipont,

9. Similorly, in the evenl llrcl the Leorning ond Dovelopmenl hos alreody orronged for
lhe konsporlotions needed from oirport to holel ond bock, ond lhe porlicipont
decided nol io ovoil of or use il. no reimbursemenl sholl be ollowed. The cosl sholl be
ol lhe expense of lhe porliciponl.

f. l"sornlng Alrlre

L Porticiponls sholl observe uniform slondords ond corporoie dressing policy when
oltending troining during regulor bonking doys iMondoy-Fridoyi.

2. Porliciponls moy weor smorl cosuol ollire {nol rogged, ripped, potched, foded) or os

sloted in the Code of Discipline of EoslWesl Bonk when olt€nding training during non-
bonking doys/ on weekends (Solurdoy-Sundoy).

3. There m(]y be leorning ond developmenl events/ progroms thot will require
porticiponls io weor smort cosuol ollire regardless if i't's held cn o bonking or non-
bonking doy. This witl be prescribed ond will be indicoted in ihe evenl/ progrom's

invitotion lrom the Leorning ond Developmenl.

G. Progromr Conducred on We€kends or After Busines! Hours

i- Focililolors or Subiect Molter experls who ore required to conducl lroining ond
deveiopmenl proEroms on weekends or ofier business hours sholl be compensoted
througl'l Troining Honororiurn.

& eashruesl
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2, Employees under Leorning ond Developrnenl tuncllon or whose role is lo conducl or
develop lroinings ore nol covered in lhis policy, ond hence, ore not eligible to cloim
ony honororium.

3, EmpJoyees who ore required lo oltend leoming ond developmenl progroms q.e NOI
entilled to overtime poy bul sholl be provided, if quolified. wilh lronsporicrlion
ollowonce ond nreols.

H, Honororium

Troining honorarium sholl be given lo oflicers or selected stoit thot ore idenijlied to
conducl clostroom lroining modules ond/or sit down os ponelists during revolido ond
presenlations ot o minimum ronge of ot leosi three 13) hours o doy.

2, l-lonororiums ore opplicable lo bolh Metro Monilo ond provincial ossignmenls,
whe{ever ihe leorning ond development even,/ progrom will be held.

3. Ihe number ot leorning ond developmenl eventl progrom hours sholl be on o per doy
bosis. excepi lor speciol siiuotions le.g. evening closs scheduler, porticiponis ore nol
oyoiloble on o holt or lull doy session), in which con lhe houls con be occumuloted on
o per modul6, per run or per botch bosis.

{. Ihe koining hours ior o certoin module or run sholl be determined by lhe leorning ond
Developmenl before lhe ocluolsession. However, coses below moy be .onsid€red for

the provisioning of lhe honororium:

ln cose of session extension due lo numero,Js queslionsl clorilicolions, provision

of exrro exe.cises ond excmples os needed by lhe porticiponts. octuol number
of hours sholl be conside.ed.

ln cose of shorlened discussions becouse mosi porlicipo,lis ore fosf leqrners,

fociliiolor hos more efficient woy of conducling sessions. syslems enor if it is o
compuler honds-on session, inclemenl weolher ond olher emergencies, lhe
number ol hours initiolly set sholl bB considered.

O eastwest
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5. Those who will render less thon 3 hours ol lroining sholl be enlilled lo lronsporlolion
subsidy of PHP 200.00 per doy {covering 2-woy trcnsporlolioo). if troinine venue is

oulside the office of lhe aacililotor/speoker,

6. The lroinang honororiun]. in some coses, ore nol opplicoble to the following:

Those who ore with lhe leorning ond Developmenl or whose role is lo conducl
or locililote lroining ond developmeni evenls/ progroms. Aport lrom this
guideline, some speciric roles hove been idenlified thol ore nol entilled lo hove
troining honororium:

. so{ety & Heolth Officer. Risk Olficer ond Complionce Offlcer - whose
Iesponsibiliiy is to troin lhe employees on Regulotory ond Complionce molters^

. Olher Bonk Officers - whos€ responsibilily includes moniloring the quolily of
leorning ond development event/ progroms, conducl progroms ond be os
one ot lhe ponelisls.

. Project Monogers ond Producl Oflicers lhom Bonk Morkeling ond Corporole
Comnlunicolions oivjsion) - who ore lounching new sysiems, producls ond/or
l€rvices.

. Those who will conducl echo session lor thek respective unils/ deporlmenfsl
division os porl ot lheir posttroining requiremenls of externol lroining progrom.

. fhose who join os obseryers or sit-ins in ony lroining ond development evenl/
progrom.

7. ReFer lo the otlochmenls of this policy lor lhe specilic omounts, eligibi,ily ond privilege$

ot ths focilitotor/speoker.

(l
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IV. AILACHMENTS

A. Exlernol l,olning Requesl

oear Laaraing & DereloFlll t.

O easlwesL

Wc ara rcqrltting to r6rd pard<ipanvi to,r o(t.mrl &iirin3. al.6c 5!e .rnail .lpaord oa Gr6rp H!.d imrat nE ne
r.6 Job fila). ttera ara thc dctaili

Iltlr ot Progrim/5
Provrdar / Ore nnr:e.

I'lar thi! rr.ini,Ig been
tudg.!ed?
B $ri a .agulntory
cout!a?
lr thi5 . <ertificalioa

P.ndpnn{t

Purpo5a ot Anrnciflg lhe Semi&r i$rarr spa.ifi< beneft !o amplovca, irrpld on isb part{rm.n(e)

Whydoyou nee, tiii progrim?
What $raplten{iat wifi yol, laquire ar
improve t.om thi5 ptogram?

Whatvrill ba lhr impact otthir tr.ining to
yo0rjob n d lo{ ahe teri$ aJ well?

fu a resrltofatlendfig tilttaainin&rhe pa(idprntl5ir commining ro 3!bmt th€ ldlowing port-t.lmiog dllireraDle3:

Altached here!*irh are the5upponirg docurnen:r lfJtr!5/bro(iare! vrirtr {ourte/pra{rnm 6u:line, tol Wur refetcnae

Due Dnra

1. ftteroi! Training lvtllalion form (Jee page 2]
?. ka$ned Cory of Irainin{ fl8,ldoui3,rMrterirlr
3 klniad Copy of Canfic.tc

MM-D}YYVY
<l.ldi(n{! ip(6tla date 7-drF atttr rr.irurg
date>
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3. Exlernql leorning Evoluolion

I eas[west

We'd liketo knowwh:tyou lhink about thir coorse.

Use these ratinlscele in answering quertloo5 f1.1t2,16,17 aod fi10.
SExcellerll

4 Very satiefactory

3 futistrrtory
2 Felr

I Neqdslmprcvement

A Not Applicable

N.r

Setrion

1- Attiinrnent ot paograh

).

3. plgale eiplainwhy you ga\e thrt ratinS to th€ proSaam in terms ot attainm€nl of program obieatives.
(onrpletenerr. adequa(y and (overage ol topkr.

4. What are the major leerning! or !lill!you can apply b.(k oo the job?

5. Would you .ecommeod others to atlend thitprogram? Why?

\v[y yo! gave rhat ratin8 lo lne lraine. in l€trnsof l.owlodSe ol tubjeclfi]a(er, prese.lation and

would y; re<oamend the speatcr/sto ionducrtiiii programagainT wiry? 
-'

9

(ornnlu^ic.tion tkills.

Erternal Tralning Evaluation Form

It fOLLOWING(1-N€edslmprov€m€nt,5-Excell€n!) RATIN6

ING(1.Nee&lmprovem€nt 5-€xcellen!l

HIS {1'Ne€ds lmprovem6nl 5-Excallent}

Perti{ipant

Narn€:

I

I

I

I

I

RATlN6
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C. lJoinlng Allowoncer & neimburiem.nt Eliglbllity Mokix

Rf: PHP 200,40 per
lroining doy

I eastwest

..'.',

:lrqrbrlrl'
' ll Leofiing oncl
DeYelopmenl h<rt
onong€d lhe lodglng/
occommodolion, NO
reimb{rrsemgnl sholi be
ollowed-

' It Leorning ond DeveloFnronl
hos ononged lor the
lronsportotion lrom oipcrt lo
holel, holel lo oir1)orl, holel lo
troinlng venue. hoi.ing venue
lo holel, NC reimbursemonl
sholl be oilowed.

' lI no konspo.loibn wos
oncnged by the Leoming ond
Devdopme l, lhe porliciponl
is EUGIELE lo relmbul'e lhe
tronspodlrl'ron expenset
incu.red wiihin lhe locolity
Roler io loM"Finonce, Locol

' rl no lodglng/
occomrnodollon wos
oconged by lhe Leoriing
ond Devebpmenl, lhe
porliciponl ls EUGISLE lo
relmbuRe lhe expense.

'lt in lheevenl lhol lhe
Leoming ond Deveiopmenl
ho5 orronged for lho
tronspof lclion wirhin lhe
krolity, ond,he podlciponl
decided noi io ovollor !9e ll
NO reirnt ursemenls fioll lrc
oliowed.

' ll in lhe evgnl thct ihe
Leorn,ig ond
Developmenl hos
orongod fo. the lodqing/
occonlmodclicn o1i lhe
fro.l;.iponl decicled nol
,o ovoilor ute il. NO
reimtlursemenl tharl be
oilowed.

l

' lf persqo"l veHcle or vehicle
under cor plon is ured,
porliciponl is EUGIBIE to
reimbure lhe mileoge. Rele.
io IOM-Finonce- locol Trovel

Reriding ln o
province,
koining

dnolher

le.g. Metro
Monilc lo
Pqmpongo
ol
Ponlpongo
b Msnils

Th9 porliclponl
requlred lo ollend
lroining wherein
venue L in onoihet
proYince is eligible
lo !.eimburse his
kovei lieketr such
ot fiono fote. but
lore oi seo tore.

Residing in o
province.
lroining
venue it in
the some
p.ovince of
relidence

Origin Trovel Ironspoltoiion

Eligit ilily

Trolirlng
Allowonce
Ellslblllty .

I

Relmbursemen, Reimbursement Eligibillly
todglng/'
Accommodolion
Reiri:bu6aimerl

I

I

I

I

lI

l

l

I

il

l

I

I
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D. Trqlning Honorqrivm Eligibillly ond Privlleges

Plus lhe following:
'Acluqllwo i2,-wcy lronsporl()ibn for Luzgn provinciol troihing
'Actuol iwo {21-woy plqne fore lor VISMIN troining
' Acluol cosl of hclel occommodotion for overnigl.)l or seve.ol doys of sloy
' SnoclJ du,lng lhe lroining

O eastwest

JO.M
iond selecled
stoff)

PHF I5O

M ond Up PHP 3OO

It complete meol is prov;ded
during lroining sessions, ss
porl of the occommodolion
pockoge

..,O-M

iond seiected
itoff,

Employeos who ore
lopped os
tocilitotors/speokers
within Meiro Monila
ond/oI Provinciol oaeos

M ond Jp PHp 350

lf complele maql is nol
provicjed du.ing live-in
,roining.

Coverogg Ronk Ellgibilily Rofe/Hour Quqlitiet
I

I

!

i

I

I

I

I

l

l



Annex O

SECRETARY'S CERTIFICATE

The undersigned, BENEDICTO M. VALERIO, JR.. of legal age, Filipino and
residing at No.20 San Miguel Bay Drive. South Bay Gardens. Paraiiaque City. alter
being duly swom. hereby deposes and states, That:

1 . He is the Corporate Secretary of East West Banking Corporation (the

"Bank"), a corporation duly organized and existing under and by virtue of Philippine
Laws with principal office address at the 5th floor, Podium of the Beaufort Tower. 5th

avenue cor. 23'd Streets, Bonilacio Global City, Taguig City;

2. In his capacity as such, he has custody of the corporate papers of the Bank;

3. During the Regular Meeting of the Board ol Directors of the Bank held on 31

May 2018, the Board discussed the request of Corporate Governance and Compliance
Committee dated May 24,2018 to approve the proposed amendments to the Outsourcing
Policy which are detailed in the document attached to the said request. The said
amendment has been vetted by the CGCC Committee on its special meeting on May 24.
2018. Upon motion duly made and seconded, the Board adopted the following resolution:

RESOLUTION NO. 05-2018-04

" RESOLVED, to approve the proposed amendments to the
Outsourcing Policy u,hich are detailad in the document attached to the
said request of the Corporate Governance and Compliance Committee
dated May 24, 2018."

4. The above resolution is subsisting and has not been amended as ofthis date

IN WITNESS WHEREOF, the undersigned has signed this Certificate this

3- I ltlllY 2018i at Taguig Citv, Philippines.

ATTY. EDICTO M. VALERIO, JR.
Corporate Secretary

REPUBLIC OF THE PHILIPPINES )
MAKATI CITY ) S.S.

SUBSCRIBED AND SWORN to before me 3r 1S

Dle.Latl f::e-- , by Atty. Benedicto M. Valerio, Jr., ersonallv kn IS

the same person who personally signed before m
acknowledged that he executed the same.

the fbreg
wn to me, wh
ng affidavit-

Doc. No. 3/3 ;

Page No. b/ ;

Book No. X/ ;
Series ol20l8. ATTY MA. AN U S IM

NOTAR t FO MAKATI CITY
Appointment 39 unlil ber 31, 2018

Rdt Na I tBr, Li
PIB ItO

P

{595
No.07083
l,2018
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I. INTRODUCTION

Bonks hove increosingly used oulsourcing of selecl bonk octivities os o meons to reduce
operotionol costs. enhonce performonce in ihe dellvery of quolity service to cuslomers,
occess compelency/speciolist experllse ond industry best proclices ond devote its humon
resources to core bonking businesses. Outsourcing, however, exposes bonks to vorious
risks, porliculorly, slrolegic, reputolionol. complionce, operotionol, legol, counlry ond
concentrotion risks.

Recognilng the benefils of ouisourcing ond ils occomponying risks, the Bongko Senlrol ng
Pilipinos (BSP) hos provided bonks with on oulsourcing fromework ond comprehensive
guidelines to ensure the effective monogement of lhese oltendont risks ond the sofe ond
sound conduct of oulsourced octivilies.

It sholl be the responsibility of lhe business ond operoting unils concerned to incorporo'le
such principles ond stondords in ils syslems, processes ond procedures to odequo'lely
identify, monilor ond mitigote oulsourcing-reloted risks in ils operotions.

This Monuol sholl be opplicoble for oll outsourcing orrongemenls entered into by the Bonk
with quolified service providers loco'ted wilhin ond outside the Philippines.

III. DEFINITION OF TERM

For the purpose of this policy, Ouhourclng refers lo ony conlroctuol orrongement between
lhe Bonk ond o quolified service provider (either on offilioled enlily or exlernol to lhe
Filinvest Developmenl Corporotion/FDC group) for the lotter lo perlorm designoted
octivities on o continuing bosis on beholf ol the Bonk.

OUTSOURCING OF BANKING FUNCTIONS AND SERVICES
Title of Mqnuol

lssue Dote
Moy 3, 2016
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II. OBJECTIVES AND SCOPE

This Monuol oims lo provide oll bus:ness ond operoling units of EoslWest Bonk {the "Bonk")
wiih guiding principles ond minimum stondords for effeclive oversighl, due diligence, ond
monogemenl of risks orising from outsourcing octivilies. This Monuol olso ensures the Bonk's
complionce wilh opplicoble lows, rules ond regulotions.
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IV. RISKS ASSOCIATED WITH OUTSOURCING

Outsourcing of bonking services or select functions exposes the Bonk to vorious risks which
need to be evoluoted ond effectively monoged ond mitigoted. Some of the key risks thot
moy orise lrom oulsourcing ore:

Stroteoic Risks: The service provider moy conduct business on its beholf which is nol
consistent with lhe overoll slrotegic gools of lhe Bonk.

2. Repulolionol Risks: Poor servlce from lhe service provider or ils cuslomer interoclion
moy nol be oligned with the Bonk's cuslomer experience slondords.

3. Complionce Risks: Privo cy, consumer proleclion, bonk secrecy ond olher
prudenliol lows moy nol be odequotely complied with by the service provider.
These olso include exposure to penolties ond sonctions from regulotors.

Operotionql Risks: Such risks moy orise from lechnology foilure, froud, enor,
inodequole operotionol ond finonciol copocily of the service provider to fulfill its
obligolions to lhe Bonk ond iis cuslomers ond/or provide oppropriole remedies.

Oeastwesl

4

lnformotion Security Risks : These moy orise due to e lock of o comprehensive
informolion security progrom thot moy result to exposure to risk of confidenliolily,
inlegrity ond ovoilobility of customer ond bonk doto.

Leool Rlsk: These include, but ore not limiled to, fines, penolties or punitive
domoges, os well os privote seltlemenls due to omissions ond commissions of the
service provider.

Z. Counlrv Risks: These moy orise due to polilicol, sociol or legol climote of the counlry
where the servlce provider is locoled.

8. Concentrolion Risks: Ihese moy orise due to lock of control of lhe Bonk over o
service provider, especiolly when o consideroble number of services of the Bonk
ore offered by one service provider.

I An oulsourcing onongemenl would hove o potenliol significont impoct if ils over-oll risk ossessmeni is roted
Medium Risk, ot lhe minimum.

5

6
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To effectively monoge o'ttendont risks, the Bonk considers on outsourcing orrongement os
moteriol if when disrupled, it hos the polentiol to significon'lly impoclr lhe Bonk's business
operotions, repu'tolion, profiiobilily or regulo'tory responsibilities.
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To enoble sound ond responsive risk monogement proctices of outsourcing octivities, the
following guiding principles ond minimum stondords sholl be odopted by oll business ond
operoting units of lhe Bonk.

V. OUTSOURCINGPOTICIES

A. Authorily lo Outsource

EoslWesl Bonk moy outsource designoted octivities wi'lhout prior BSP opprovol
provided thol the Bonk's CAMELS Composite Rotingz;5 ot leost "3" ond ils
Monogemenl Roling is nol lower thon "3".

lf lhe Bonk does not meet lhis regulotory requiremenl. the concerned Business Unil
ihrough Complionce Division sholl secure BSP opprovol for eoch ou'tsourcing
orrongement.

The Bonk sholl not outsource lhe following inherent bonking functions:

Services normolly ossocioled wilh plocement of deposils ond withdrowols
including the recognilion bosed on recording of movements in the deposil
occounls;

2. Gronting of loons ond exlension of other credit exposures;

3. Posilion-loking ond morkel riskioking octivities;

4. Monoging of risk exposures; ond

5. Strolegic decision-mo king.

B. Governonce ond Monogement ot Oursourcing Risk

The business or operoling unil heod sholl identify ond evoluote on
oulsourcing octivity. He sholl conducl o risk ossessmen't of on outsourcing
orrongement toklng into considerolion lhe opplicoble key risk oreos, ol the
minimum, identified in Seclion lv obove ond lhe following foctors:

2 CAMELS which stonds for Copitol Adequocy, Asset Quoli'ty, Monogement, Eornings, Liquidity & Sensitivi'iy
to morket risk is rendered by the BSP Exominotion Teom in its Report on Exominolion of ihe Bonk os o result
of its on-site exominolion of the Bonk's operotions.

O easlwest
OUTSOURCING OF BANKING FUNCTIONS AND SERVICES
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Level of imporlonce to the Bonk of the octivity lo be outsourced
ond potenliol impocl on Bonk's operolions, finonciol condition,
repulolion, ond obilily to ochieve ils objectives, slro'tegies ond
plons, should lhe service provider foil lo perform the services;
Outsourcing costs in proportion to lolol operoting expenses ond
compored wilh costs of developing own infrostruclure ond
expertise;

t.t

1.2

1.3 Aggregole exposure lo o poriiculor service provider, in coses where
the Bonk oulsources vorious functions lo the some service provider;

1.4 Abilily to moinloin oppropriote internol controls ond meel
regulotory requiremenls, moreso in coses where operotionol
constroinls of the service provider exist; ond

t.5 Exposure to risk of confidenliolily, inlegrity ond ovoilobility of
cuslomer ond Bonk doto.

2. The Bonk sholl hondle outsourcing with core ond due diligence3

2.1 The proponent business or operoling unit (C uster/Division Heod or
his Designoted Officer) sholl conduct lhe oppropriote evoluotion of
the service provider's'technicol copobili'ties, monogeriol skills,
finonciol viobillly, fomiliority with the finonciol services industry, ond
o demonstroted copocity to keep poce with innovolion in the
morkelploce.

2.2 Proposols to outsource sholl include o rigorous CostBenefit onolysis,
toking inio occount bolh economic foctors ond potentiol impocts
on existing processes ond personnel.

The CostBenefll onolysis sholl include o comporison of cosl
between invesling in creoling on inlernol unit to hondle fhe funclion
ond the cosl ol outsourcing il.

2.3 Proposols sholl be opproved only where it is supported by o cleor
ond ochievoble Business Cose.

Due diligence is the process of investigoiion by the Bonk, into the deioils of poientiol engogemenl, such
os exominotion of operoiions ond monogemenl, os well os verificotion of moleriol focts ond screening
ogoinst negoiive llsts such os AML wotchlist, NFIS, etc.

Tille of Monuol
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A Business Cose for oulsourcing o bonking function/octivily/service sholl be
prepored, detoiling the foctors enumeroted ln Seclions V,B.l ond V,8,2
obove.

3.1 The Business Cose sholl include the following:

Description of Activity to be Outsourced
Assumplions4
Risk Assessment of Oulsourcing Activity
Cost-Benefil Anolysis (including Cosh Flow Projections, if
opplicoble)
lmplemenlotion Strotegy
Performonce Moniloring ond Review Syslem
Lisl of Polenliol Service Providers ond individuql ossessmenl
bosed on occreditotion criterio
Recommendotion
Appendices

3.2 The Business Cose sholl be prepored ond opproved os follows

It sholl be the responsibility of the proponenl business or operoting
unit's Clusier/Division Heod or his Designoied Officer to secure lhe
opprovol of the Boord for lhe oulsourcing orrongemeni.

4 Exomples ore key porometers to be used for cosf-benefit onolysis ond business condilions that moy impact
on oulsourcing octivily.

o
b
c
d

e
f.

s

h
i.
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Proponenl Buslness or operollng Unil
- to be evo uoled by'the concerned

Unil Heod ond endorsed by lhe
Clusier/Division Heod or his

Desiqnoted Officer

. Drow up lhe Business Cose

. Present Business Cose to
the Presidenl ond Boord ot
Direclors (Boord)

Presidenl ond CEO Reviews ond opproves
Outsourcing Business Cose

Boord Approves Oulsourcing
Business Cose

3.

RESPONSIBTE RESPONSIBITITY

3.3
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The Minutes of the Boord Meeting sholl cite lhe discussion mode on
the outsourcing proposol, signed by the mojorily of 'fhe Boord,
certified by lhe Corporole Secretory.

3.4 Upon opprovol, the proponenl business unit's Cluster/Division Heod,
his Designoled offrcer or ossigned Projecl Monoger (PM) sholl
develop lhe implemenlotion strotegy os enumeroted in the Business
Cose ond come up wilh o detoiled implemenlolion plon which
includes omong others, key oclivilies/milestones, limelines, business
continuity plon ond lhe conducl of performonce monitoring ond
review.

3.5 All outsourcing ogreemenls sholl be reviewed ond cleored by the
Legol Services Division (LSD) ond when necessory (e.9. review of
compleleness of the outsourcing controcl if in occordonce with
lows ond regulolions), by lhe Complionce Division.s

c. Generol Quolificolions of o Service Provldel

The following ore lhe minimum stondords ln evoluoling the quolificotions of o
service provider.

It musl exhibit integrily in hondling ond servicing cuslomers, both inlernol
ond externol, which is consistenl wilh lhe stondords of the Bonk os moy be
shown by ils humon resources policies, service philosophies ond prior lrock
record in providing services lo other finonciol insiilutions.

ll must hove finonciol copocity io fulfill its duties ond obligotions pursuon't
1o the outsourcing ogreemenl os moy be evidenced by ils finonciol
stotemenls duly oudited by SEc-occredited ond Boord of Accoun'loncy
(BOA)-occredited occounling firms ond certified public occounlonts
(CPAs).

2.t Proof of finonciol copobilily such os bonk slolemenls or lo'test
inlernol finonciol sfolemenls sholl be submilled by service providers
which hove been in the business for less thon one yeor for theirjnlliql
occreditolion. Audiled finonciol stotements sholl then be submitted
for continued occreditolion ond onnuol performonce ossessment.

2
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It must hove the 'technicol expertise in corrying oul lhe expecled
performonce ond obligolions in the oulsourcing ogreemenl thol moy be
shown by comprehensive demonslrolion of its lechnicol copobility.

It must hove the operolionol copobilily in lhe proper hondling of the
outsourced octivity, os moy be supported by ils defined internol conlrol
slructure, policies in the prevention of froud, errors ond lopses, oudil
mechonism ond business conlinuily monogemenl.

lf the service provider is o controctor within ihe meoning of Deportment of
Lobor ond Employment ("DOLE") Deporlment Order No. 18-A, Series of 201 1

{"DO 18-A"), it (o) must hove o volid business permit issued by the Office of
the Moyor in the ploce of business, (b) musl hove o volid ond subsisting
registrotion os o controclor pursuon'l lo DO 18-A, ond {c) is on independenl
business enlerprise duly licensed to engoge in lhe business of providing lhe
services for which it hos been controcted the Bonk.

D. MinimumDocumenloryRequiremenls

The proponent business or operoting unit sholl prepore o folder contoining
necessory documentolion lo show'lhot on ou'lsourcing orrongement hos
been properly reviewed ond the oppropriote due diligence hos been
undertoken prior lo ils implemenfotion. This folder sholl be sofekept by o
Designoled Officer within the unil ond sholl be mode ovoiloble during
exominotion by Complionce Dlvision, lnlernol Audil or BSP exominers.

2. The following documents sholl be kepl in the oulsourcing folder

2.1 Finol Service Controcl duly signed by the oulhorized signo'tories of
the Bonk ond the service provider;

2.2

3

4
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The unil's Designoted Officer sholl lorword o solt copy of lhe signed
ouisourcing controct to LSD for centrolized filing of oll outsourcing
conirocts.

Secreiory's Certificote cerlifying lhe minules of meeting of lhe
Bonk's Boord of Direc'tors, explicitly opproving the oclivily to be
outsourced, the delerminotion of whether the outsourcing
orrongemenl is considered mo leriol or non-moteriol ond 'the

specific service provider with which lhe Bonk is entering inlo on
outsourcing conlrocl;

5.
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2.3 When opplicoble, Secrelory's Certificole on the minutes of the
meeting of the Service Provider's Boord of Directors, opproving
engogemenl of lhe ouisourced oclivity lo lhe Bonk in occordonce
to the terms ond conditions in the Finol Service Controcl:

2.4 Profile of the service provider (i.e. trock record, list of clienlsl;

2.5 Business Popers

For Corporolion: Articles of lncorporolion ond By-Lows
For Porlnership: Articles of Porlnership
For Sole Proprietorship: Deporlmenf of Trode ond lndustry
(DTl) Certificote of Regishotion of Business Nome

2.6 Audiled Finonciol Slotements duly oudited by o SEc-occredited
ouditing firm or 8oA-occredited occoun'ling firm or CPA or proof of
finonciol copobility os described in C.2.I obove, if opplicoble;

2.7 Lolest lncome Tox Relurn (lTR), if opplicoble;

2.8 Business/ Moyor's permit;

2.9 Deporlment of Lobor ond Employment {DOLE) Certificote of
Regislrolion or Exemplion Certificote, if opplicoble; ond

2.10 Bureou of Inlernol Revenue {BlR) Certificole of Registrolion

Addilionol documentory requiremenls for oulsourcing of foceJojoce ond
golhering of KYC documents sholl olso be in the oulsourcing folder.

2.11 Cerliflcotion of customer identificotion system ond koining progrom
or certified lrue-copy of lheir KYC policy; ond

2.12 Certificotion of KYC iroining conducled, including copies of lroining
moteriols, hond-ouls, ottendonce etc. The some requiremenl sholl
opply should lhe business or operoling unit decide lo conducl lhe
lroining for lhe counlerporty.

Minimum Provisions of Oulsourcing Agreemenls

The following sholl be the minimum provisions of ony outsourcing
ogreement.

2.5.1
2.5.2
2.5.3

OUTSOURCING OF BANKING FUNCTIONS AND SERVICES
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Scope or complele description of the work to be performed or
services lo be provided;

l.t

1 .2. Fee structure;

1.12.

1.3. Provisions governing omendmenls ond pre-termino'lion of controct;

1.4 Responsibilily, fines, penollies ond occounlobility of the service
provider for errors, omissions ond lrouds;

1.5 Confidentiolity clouse covering oll doto ond informotion; solidory
liobilily of service provider ond Bonk for ony violotion of R.A. No.
1405 { the Bonk Deposits Secrecy Low); octions thot the Bonk moy
toke ogoinst lhe service provider for breoch of confidentiolity or ony
form of disclosure of confidenliol informolion; ond the opplicoble
penolties;

t.6 Segregolion of the dolo of the Bonk from lhot of lhe service
provider ond ils other clients;

1.7. Disoster recovery/business continuily plons ond procedures;

1.8 Guoronlee thot the service provider will provide necessory levels of
tronsition ossislonce if the Bonk decides to converl lo other service
provider or olher orrongements;

I .9. Access to the finonciol informolion of lhe service provider;

t.t0 Access of internol ond externol oudilors to informotion regording
lhe outsourced octivitles/services which they need lo fulfill their
respeclive responsibililies;

1.1 l. Access of BSP to the operotions of lhe service provider in order lo
review the some in relotion to the outsourced octivilies/services;

Provision which requires lhe service provider to immediotely loke
lhe necessory correclive meosures lo solisfy the findings ond
recommendotions of BSP exominers ond those of the internol
ond/or ex'lernol ouditors of lhe Bonk ond/or lhe service provider;

Title of Monuol
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t.t3 Remedies for the Bonk in the evenl of chonge of ownership,
ossignment, ottochmenl of ossets, insolvency, or receivership of the
service provider;

Ll4. Provisions ollowing lhe Bonk to concel the controcl by con'lrociuol
notice of dismissol or exlroordinory notice of concellotion if so
required by the BSP; ond

1.15. Contingency ond terminotion conditions lo ensure thot bolh porties
hove remedies in cose of defoull or non-delivery of required
services/obligotions.

lf the Service Provider is o Conlroclor withln 'the meoning of DO l8-A, the
Service Agreement sholl include the following:

2.1. The specific descripiion of the iob. work. or service being
subcontrocted.

2.2. The ploce of work ond terms ond conditions governing the
conlrocling onongement, lo include lhe ogreed omount of the
services lo be rendered, lhe stondord odministrotive fee of nol less
thon len percenl (l 0%) of the tolol controct cost.

2.3 Provisions ensuring complionce with oll the righls ond benefils of lhe
employees under the Lobor Code ond lhese Rules on: provision for
sofe ond heolthful working condilions; lobor slondord such os,
service incenlive leove, rest doys, overtime poy, I 3rh monlh poy
ond seporotion poy; reliremenf benefits; contributions ond
remiltonce of SSS, Philiheolth, Pog-ibig Fund, ond other welfore
benefifs; the right to self-orgo nizolion, collective borgoining ond
peocef ul concerted oclion; ond the right lo securily of tenure.

2.4 A provision on lhe Net Finonciol Conlrocling Copocily of the
controctor, which must be equol to lhe tolol conlroct cost.

2.5. A provision of lhe bond/s os defined in Section 3(m) ot the DOLE
Order, renewoble every yeor.

The conlroctor or subconlroctor sholl directly remit monlhly the
employers' shore ond employees' conlribution to lhe SSS, ECC,
Philheollh ond Poglbig.

2

2.6.
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All ogreements, os well os ony omendments lherelo, sholl be subjecl to the
review ond cleoronce of lhe Complionce Division ond LSD prior lo'lheir
execulion.

Additionol conditions for oulsourcing ogreemenl of foce-tojoce ond
golhering of KYC documenls6:

3

4

4.1

o Wrilten Service Level Agreement opproved by lhe Boord ol
Direclors of the Bonk ond the covered inslilution
counterporty.

The counterporty hos o relioble ond occeptoble customer
identificolion syslem ond lroining progrom in ploce.

All identificotion informotion ond/or documents sholl be
turned over to the Bonk within o period of ninety (90)
colendor doys, which in turn sholl review the documents
ond conducl the necessory risk ossessmenl of the customer.

4.2. ForNon-Covered lnstiiution Counterportv

All conditions required for covered institulion counterporty

The Bonk sholl likewise ensure thol the employees or
representolives of the counlerporly estoblishing the true
ond full idenlily of the customer undergo lhe equivolent
koining progrom os thot of the Bonk.

Annuol moniloring ond review by lhe Bonk of the
performonce of ihe counlerporty lo determine whether or
not to continue with the orrongemenl.

5. Additionol deloils opplicoble to lnformo'tion Technology (lT) outsourcing

5.1. Provisions regording on-line communicotlon ovoilobility,
tronsmission line security, ond lronsoction outhenlicolion;

Refer to Rute 3.o. of the (RIRR) Revised lmplementing Rules ond Regulolions of RA no.9160, as omended
by RA 9194 ond RA 10267 ond Section I of RA 10365.

b

C

o

b

c
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5.2. Responsibililies regording hordwore, soflwore ond infrostruclure
upgrodes;

5.3. Mondotory notificolion by the service provider of oll systems
chonges thot will offect the Bonk;

5.4. Detoils of oll security procedures ond stondords;

5.5. Adequote lnsuronce for fldelity ond fire liobilily; ond

5.6 Ownership/mointenonce of the computer hordwore, softwore
(progrom source code), user ond system documentolion, moster
ond tronsoction dolo files.

F. Perlormonce Review ond Assessmenl

The Clusler/Division Heod or his Designoted Officer sholl conduct the
following procedures lo ossess lhe business reloiionship ol the Bonk wilh the
service provider ond the lotter's performonce vis-d-vis lhe terms ond
condilions ol lhe conlroct.

l.l. Al the minimum, conduct on o n nuol evoluotion of lhe performonce
of lhe service provider bosed on the following criterio:

OUTSOURCING OF BANKING FUNCTIONS AND SERVICES
Title of Monuol

Policy Expert

Complionce
lssue Dote
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Abilily to perform lhe tosko. Elficiency
Ability to plon for the oulput
of o processb. Ef feclive

Whether o unit of work wos
done conectlyc. Quolily

Whether o unii of work wos
done on limed. Timeliness

The omounl of resources
used lo deliver the
expecied work

Productivitye

. Abilily lo sioy within budgetf . Cosl

Any soncllons or penolties
imposed

g. Complionce with Bo nk-
prescribed risk controls
ond bonking regulotions

Quolily Indicotor Meosure

l.
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1.2 Depending on the complexity ond criticolily of lhe outsourced
service or octiviiy os determined in the risk ossessmenl conducted
by ihe business unii, performonce ossessment moy be done more
frequenlly.

Conduct continuous monitoring of the service provider's operotionol ond
linonciol perlormonce lo miligote the risk foctors ossocioled wilh
outsourcing relotionships by evoluoting the following foctors ond reports:

2.1. The service provider's business deolings, conlingency plonning,
support provision ond finonciol condition.

2.?. Audi'l reporls, os well os regulo'lory exominotion reporls, of the
service provider, if ovoiloble.

The Service Level Agreement sholl be evoluoted onnuolly or depending on
the frequency specified per service ogreement 1o delermine lhe quolity,
efficiency, elfectiveness, limeliness, productivily ond cost ol service
rendered by lhe service provider, ond lhe oreos of improvemenl.

All Performonce Review ond Assessmenl Reports for o service provider sholl
be filed in the lolder which contoins oll the supporting documenls lor the
engogement of lhe service provider (refer to Section V.D.2).

An independenl volidotion of ihe service provider's operolion sholl be
conducled when necessory os delermlned by the Cluster/Division Heod or
hls Designoted Officer overseeing the oulsourced operolion to ensure lhol
the services ore being delivered in o monner lhol is consistent wilh the
Bonk's objectives.

G. lnlro-GroupOulsourcing

2

3

4

5
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As defined in the Bonk's Reloted Porty Tronsoclion Policy.

The guidelines, stondords ond requirements sioled in this Policy Monuol
shollolso be observed when outsourcing within lhe FDC ond bonking group
including heod office, onother bronch or reloted componyT (lntro-group
outsourcing).

2. The Bonk moy render services in the ordinory course of its bonking business

to:

t.

Page No.
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2.1 ils subsidlories, offiliotes ond componies reloled to il by ol leost 5%
common ownership; or

2.2 ils own depositors on occount of lhe Bonk being o depository.

3. The Bonk os o service provider within its group, sholl olwoys uphold lhe:

3.I Confidenliolily of deposils ond inveslments in governmenl bonds os
defined under Republic Act No. I 405, os omended;

3.2 Prohibition on cross-selling except os ollowed under opplicoble
regulotions.

Off-Shore Oulsourclng

Policies on In'lro-Group Outsourcing obove sholl olso opply in coses of
Olfshore Oulsourcing. Offshore oulsourcing exists when lhe service
provider is locoted outside lhe country. This ls only permilted when the
service provider operotes in o jurisdiction which upholds confidenliolily.

When the service provider is locoled in oiher counlries, the Bonk should
toke into occount ond closely monitor, on conlinuing bosis, government
policies ond other condilions in lhe counlry where the service provider is

bosed os well os develop oppropriote con'lingency ond exil slro'legies.

BSP exominers sholl be given occess 1o lhe service provlder ond lhose
reloting lo the outsourced domeslic operotions of lhe Bonk.

BSP moy require the Bonk to terminole, modify or moke olternolive
outsourcing orrongements or re-integrote lhe outsourced oclivity inlo 'the

Bonk, os moy be necessory, if confiden'liollly of customer informolion,
effeclive customer redress mechonisms or the obility of the 8SP to corry oul
its supervisory funclions connot be ossured.

l. Reporling

All units which engoge the services of third porty service providers
considered os oulsourcing sholl be required lo submit o Quorterly Report lo
Complionce Division duly signed by lhe Business Complionce Officer ond
Deputy Business Complionce Officer of the unil on or before the'loth
bonking doy of lhe following month ofter lhe relerence quorter
represeniing the reporl of the previous quorter.

H
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3
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The report sholl contoin the following informolion. Pleose see Annex A for
the report lemplote.

2.1 . Nome of lhe Service Provider

2.2. Controcl Dote, Term ond Expiry

2.3. Servicesoulsourced

2.4. Slotuss

2.5 Remorks, if needed {ex. Dole ol lerminotion of ogreemenl; reoson
lor lerminolion)

Complionce Division sholl prepore o consolidoted quorterly repod for
Business Unit's reference.

2

3

Terminotion ol Services

ln lhe event thot the evoluotion ond ossessmenf conducted on o service provider
resulled to on unsotisfoclory roting, the overoll quolificolion of the service provider
sholl be furlher evoluoted by the business or operoting unit to determine if it would
worront recommendotion for preJerminotion or terminolion of service controcl on
lhe ground thot further conlinuonce of the service being rendered by lhe
conlroclor will be delrimentol lo ihe overoll operotions ol lhe Bonk.

Recommendoiion for pre-ierminotion or terminolion of contrqci shqll be hondled
in occordonce with lhe following generol guidelines:

A recommendotion for pre-terminolion of outsourcing conlrocis sholl
require prior cleoronce from LSD. The recommendolion musl slote cleorly
grounds for such preJerminolion to enoble LSD lo ossess possible legol risk.

Terminotion of controcl on the expiry dote or non+enewol lhereof will nol
require cleoronce from LSD.

Stotus : Acfive - Within controcl ond is currenily providing services lo EWBC; lnociive - Wilhin controct
but no services being rendered ol'the momenl: ond Terminoted - Controci olreody ended / Termlnoied
due to poor service or non-odherence to who'l wos wrilten in ihe SLA.

J
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The lerminotion or pre-lerminolion of outsourcing controcls, however, sholl
be included in ihe Quorterly Report on Ouisourcing Controcts lo be
submitled lo Complionce Division.

K. Tronsition Monogement

Should lhe Bonk decide to converl to onother service providere or olher
orrongemenls, the following sholl be considered:

I .l . Business Continuiiy

1.2. lmpocl on Affecled Workforce, if opplicoble

I .3. Timejo-Benefit Requkement

The proponent business or operoling unit sholl ensure lhof the normol operolions of
the Bonk sholl not be offected by lhe lronsilion of ihe funclions to the service
provider by drowing up o lronsition plon of oclion thol sholl oddress lhe following
requirements:

2.1 . Avoid disruption of existing operotions

2.2. Mointoin/ improve current service levels

2.3. Ensure business conlrols ond regulotory complionce system ore in ploce

2.4. Monoge chonge reloted lo operoling model, roles ond responsibilllies

2.5. Monoge risk ot people, process ond poper/ technology levels

lf tronsilion progrom will impoct on some employees of lhe Bonk, Humon Resources
sholl be involved eorly in the process lo ensure thol issues on lhe offecled
workforce sholl be oddressed properly ond legolly. Appropriote communicotion
opprooch sholl be opplied in informing lhe employees concerned.

A plonned bul flexible opprooch io tronsition sholl be formuloted, implemented
ond reviewed lo ensure lhot the defined objective of speed ond cosl sovings ore
bolonced.

t New service provider should hove undergone lhe some evoluolion process os the previous service provider
to quolify os replocement.

eastwest
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3
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L. Redress of Grievonces

While the Bonk remoins ullimotely occountoble to i'ls customers ond counterporties who
moy be offected by lhe outsourcing orrongements, it sholl hold the lhird porly service
provider os principolly responsible for ony foilure to comply with the terms ond conditions
of their engogemenl.

Comploinls relotive lo services rendered by o service provider to the internol ond exlernol
customers of the Bonk, received through ony of lhe Bonk's communicotion chonnels, sholl
be hondled os follows:

The comploinl sholl be communicoted to lhe concerned business or operoling
unit.

The concerned unil sholl notify the service provider of the comploini ond require
the lotter to submit o formol onswer therelo.

The Clusler/Division Heod or his Designoted Olficer sholl evoluole the complolnl
received ond lhe onswer ol the service provider. He sholl refer lo lhe terms of the
Conlrocl ol Service lo delermine oppropriole sonclion lo be imposed.

The results of such evoluolion sholl be foworded lo lhe unit thol received the
comploint. A formol reply lo the cus'lomer on his complointsholl then be sent.
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3
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Annex Q

Code of Discipline and Ethics (CODE) COMMITTEE CHARTER

I. PURPOSE

CODE Cases :

A CODE Hearing Committee shall be created to handle the cases which are under the CODE

Committee's jurisdictlon and shall be accountable to the CODE Committee.

The CODE Hearing committee shall be composed of four (4) permanent members from Human

Resources, Legal, Compliance and lnternal Audit Departments and one (1) non- permanent

member from the department of the erring employee/ subject of complaint, preferably two (2)

ranks higher than the highest-ranking employee in a particular case.

The CODE Hearing Committee shall conduct administrative hearing meetings to enable concerned

staff the opportunity to explain his/her side as part of due process and hear witnesses who will
provide information about their knowledge of the case.

Further, the CODE Hearing Committee submits to the CODE Committee a summary of their
findings and recommendation on the sanction to be imposed, if any.

The Code of Discipline and Ethics (CODE) Committee is responsible in reviewing, deliberating and

rendering a fair assessment of alleged administrative violation(s) and in providing a

recommendation on the appropriate sanction against erring employee(s) proven to have

committed violation(s) against the Bank's policies as embodied in the provisions of the Code of
Discipline and Ethics.

The CODE Committee has sole jurisdiction on the following administrative cases:

1. Cases involving fraud regardless of whether or not attendant with loss

2. Operational lapses and or negligence resulting in actual or probable loss(es) equal to or
more than Php500,000.00

3. Grave abuse of discretion
4. Conflicts of interest

5. Incidents involving regulatory and reputational risks

The recommendation of the CODE Com mittee is submitted to the CEO and Vice Cha irma n for final

approva I .



LINE CASES

For cases involving operational lapses and or negligence resulting in actual or probable loss(es)

less than Php 500,000.00, violation of personnel policies and norms of conduct shall be handled

by the Head of ER and the Head of Unit concerned and these shall be tagged as Line cases.

Human Resources Department shall take the lead in handling Line cases through the Employee
Relations Unit.

An administrative hearing committee if warranted shall be organized by Human Resources and

composed of at least 5 members that shall be created by Human Resources on an adhoc basis

with representatives from the following departments: Legal , Compliance, Audit,Risk,Human
Resources. Resource person(s) from unit concerned may be invited as necessary. A simple

majority of the members shall be required to constitute a quorum and proceed with the hearing.

ln handling line cases, the Head of Employee Relations and Head of Units concerned shall be

responsible in reviewing, deliberating and rendering a fair assessment of alleged administrative
violation(s) and in providing a recommendation on the appropriate sanction against the erring
employee(s) concerned following due process.

The sanction shall be reviewed and approved by the Group Head and Human Resources Head.

II. MEMEERSHIP

CODE Committee:

Five (5) voting members shall be composed of the following:

Chairperson:
Vice - Chairperson:
Members:

Three (3) non - voting members to act as resource persons:

Head, Legal or Deputy
lnternal Audit Head or representative thereof
Supervising Officer of the involved Unit (Division Head)

Chief Risk Officer
Chief Compliance Officer

Head, Human Resources

Two(s) Appointees of the CEO/ Vice -Chairman and currently:
1. Head, Customer Service

2. Head, Credit

The Code of Discipline and Ethics (CODE) shall be comprised of five (5) voting members and three
(3) non - voting members



Secretariat:

Employee Relations Head

Employee Relations Manager

III, DUTIES and RESPONSIBILITIES

CODE Committee:

The Committee shall hold a regular monthly meeting or may convene for special meeting (s)

if circumsta nces warra nt.
The Committee shall review all documents (incident report, Notice to Explain Memo, Erring

Employee's (s') Response to Notice of Explain, attestations, etc. and all other pertinent facts

and details gathered by the lnvestigating / Code of Discipline and Ethics Hearing Committee
and by other parties concerned ( i.e. Audit) to gain a full view and understanding of case.

The Committee shall also review the recommendation of the Code of Discipline and Ethics

Hearing Committee and the Line Manage(s) who attended the hearing (s).

Based on the recommendations of the Line Manager and the CODE Hearing Committee and

the various information obtained as stated in no. 2, the CODE Committee shall deliberate on
the merits of the case and renders a recommendation on the appropriate sanction.

The recommendation of the CODE Committee along with its supporting justification and

details of the case shall be consolidated and summarized by the Secretariat for submission to
the Vice - Chairman and CEO within five (5) banking days from CODE Committee deliberation

/ decision for final approval.
The CODE Committee shall reconvene to further deliberate on the case and submit its final
recommendation depending on the opinion or advice rendered by the Vice - Chairman and

cEo.
Once the decision of the CODE Committee is approved by the Vice-Chairman and CEO, the
Employee Relations Head prepares a resolution/ sanction memo within three (3) days from

receipt of the Vice Chairman and CEO's approval.

1. Quorum: Presence of either the Chairperson or the Vice- Chairperson and a simple majority

of the Voting Members in attendance (physically or through telephone / video conference)

shall constitute a quorum

2. Conflict of lnterest: lf a committee member is deemed to have a conflict of interest in a

matter that is being considered during the deliberation, member concerned shall inhibit
him/herself or be excused from Com mittee discussion on the issue where a conflict of interest

may exist.

ln lieu of the CODE Committee and at the discretion of the Vice chairman and CEO, an AD Hoc

Committee may be formed to handle cases involving Officers with rank of Vice President and

a bove.

1
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lV. QUOROM and CONFLICTOF INTEREST:



V. APPEAT

1. Appeal on sanctions imposed from the approved decision of the CODE Committee shall be

addressed to and decided by the Vice - Chairman and CEO.

2. Appeal shall be submitted within five (5) banking days from receipt of resolution / sanction

notice.
3. U nder CODE Section Xlll Appeals, if there is no action from the Vice- Cha irma n and CEO within

ten (10) days from receipt of the appeal or reconsideration then the decision of the CODE

Committee shall be deemed finaland executory.

VI. GOVERNANCE

1. Fact Finding: lnitial lnvestigation and lncident Report

2.1 The Unit involved undertakes initial investigation and prepares the lncident Report for
submission to the Employee Relations under Human Resources. The incident report must

contain the following:
a. Acts and omissions charged

b. Policy (ies violated (Code of Ethics and Discipline, Manual and other Bank policy rules

or proced ures)

c. Observations and Findings

Minimum requirement to initiate an administrative investigation shall be an lncident
Report issued by the Supervisor. U nit Head or Department Head with endorsement of the
highest Senior Officer of the Unit (CEO's and or President's one down)

2.3 For other cases, the following units may be tasked to conduct lnitial investigation

.

iii

Cases lnvolving security issues- Security Office

Cases involving systems and information technology - lT Risk Management
Office
Fraud and other irregularities involving cards- Fraud Control Department
Violation of Personnel Policies/ Norms of Conduct - Human Resources

2.2 lf the case involves more than one department, losses equal to or more than Php 500,000

arising from operational lapses or negligence, regulatory or reputational risks, account

manipulation, fraud, or other complex issues, the investigation will be delegated to the lnternal
Audit Group. This does not preclude lnternal Audit to conduct its own investigation regardless

of the amount involved.



2. Administrative Hearing and Responsibility of Hearing Committees

CODE CASES:

The CODE Hearing Committee shall conduct an administrative hearing meetings to enable
concerned staff the opportunity to explain his/her side as part of due process and hear

witnesses who will provide information about their knowledge of the case.

The CODE Hearing Committee submits to the CODE Committee a summary of their findings
and recommendation on the sanction to be imposed, if any.

LINE CASES:

The Hearing committee shall conduct the hearing sessions with the erring staff concerned,

hear witnesses and decide on the appropriate sanction for the case.

The Employee Relations team shall handle coordination ofthe meetings including preparation

of all documents needed for the hearing and implement the decision of the LINE Hearing

Committee.

3. DUE PROCESS

The 4 -step procedural due process in administrative proceedings whether these are Line or
CODE cases shall be complied with at all times and the following steps should be followed
upon submission of the incident report and completion of the initial investigation:

3.1 lssuance of a Notice To Explain (NTE) or Show Cause Memo indicating a summary of
the incident, alleBed violation ofthe erring employee ( the actual provision from the CODE

should be quoted) , the corresponding sanction ( based on the CODE) thereof if it is

proven that the employee concerned has violated the Bank's policy/ procedures or Code

of Ethics and Discipline and the amount of time given to submit a lead reply which is 5

banking days from receipt of the Notice to Explain . lt should also be stated that non-

submission of a response would be construed as waiver of right to be heard and that the
Bank shall decide based on available facts and information.
The NTE shall be served at least two (2) banking days from date of assumption of
jurisdiction by either the CODE Committee or LINE.

3.2 Submission of a response to the Notice to Explain within the prescribed period. The

erring employee concerned may request for an extension when necessary

3.3 Administrative Hearing - this shall be held with or without a reply within 5 banking

days from the due date of the written reply or extension thereof.

During the hearing the employee concerned may bring a counsel representative of his /
her choice. However, the counsel cannot address the Hearing committee. The employee



may confer with the counsel or representative and the latter can replay the message to
the Hea ring Committee.

3.4 lssuance of a Decision which shall contain at least the synopsis of the case which
include findings, alleged violation, corresponding sanction based on the CODE, and

the final decision.

For CODE Cases, the final approval sha ll be rendered by the CEO and Vice Chairman while
for Line cases, the final approval on the sanction to be imposed shall be undertaken by

the Group Head and the Head of Human Resources.

For both CODE and line cases, the decision letter shall be signed off by the Head of Human

Resources and released by the Line Manager concerned.

4. SECRETARIAT:

CODE Committee:

The Secretariat shall schedule all committee meetings, prepare the agenda and provide the
CODE Committee members with all pertinent documents such as summary of the case (s),

results of due process, Line Manager recommendation, CODE Hearing Committee
recommendation, etc. and arrange logistical requirements. Likewise, the Secretariat shall
prepare minutes of meeting, maintain case documentation, registry and database of
disposition of cases and shall coordinate all activities necessary for the disposition of cases.

Line Cases:

The Employee Relations team with the same respo nsibllities as outlined above shall act as

secretariat for line cases if and when administrative hearings are held.

5. REPORTS: Semi- annualreport on both CODE and Line cases shall be submitted to the Audit

Committee by the Employee Relations Head.

Vll, MEETING OF THE CODE and Hearing Committees:

1. The Committee shall hold a regular monthly meeting or may convene for special meeting (s)

if circu mstances warrant.
2. Presence ofeitherthe Chairperson orthe Vice Chairperson and a simple majority ofthe Voting

mem bers in attenda nce ( physica lly or through telephone / video conference ) sha ll constitute

a quorum to deliberate and to decide on the cases included in the agenda

3. Minutes on the discussions and deliberations during meetings shall be prepared by the
Employee Relations team.



4. A member who is unable to attend the meeting may still enter his or her opinion / comment
on any case by conveying them to the Chairman through email or other electronic mea ns. The

opinion/ comment shall be taken into consideration in the discussion

5. Where the Voting member is the Supervising Officer of the U nit involved, he/ she sha ll inhibit
himself/ herself from voting

6. On a case to case basis specially for simple case that need urgent dispositions, the
recommendations may be routed among the Members of the Committee for approval.


