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A. BOARD MATTERS

1) Board of Directors

| Number of Directors per Articles of Incorporation | 10 |

| Actual number of Directors for the year | 10 |

(a) Composition of the Board

Complete the table with information on the Board of Directors:

Type If Nominator in No. of
[2Gani nominee the last Elected ye;rs
(ED), Non- . o s Date last elected
. identify election (if ID, . ) when served
. Executive Date first (if ID, state the
Director’s Name the state the (Annual as
(NED) or . . . elected number of years . .
principal relationship 1 /Special director
Independent r served as ID) .
Director Wlt‘h tlt1e ) Meeting)
nominator
(1D)]
Francis T. Lee NED N/A President Oct. 2000 June 28, 2013 AM 13
Peter N. Yap ED N/A Chairman Aug. 2010 June 28, 2013 AM 3
Rolando R. Avante ED N/A Chairman Nov. 2011 June 28, 2013 AM
Amador T. Vallejos, Jr. NED N/A Chairman May 1997 June 28, 2013 AM 16
Jeffrey S. Yao NED N/A Chairman 1999 June 28, 2013 AM 14
Honorio O. Reyes-Lao NED N/A Chairman Apr 2010 June 28, 2013 AM 3
Paternon H. Dizon ID N/A Chairman Apr 2006 June 28, 2013 AM 7
Leticia M. Yao NED N/A Chairman 2009 June 28, 2013 AM 4
Benjamin R. Sta. Catalina, Jr. ID N/A Chairman Jul. 2012 June 28, 2013 AM 1
Roberto A. Atendido NED N/A Chairman May 2006 June 28, 2013 AM 0.5

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

The Board of Directors has adopted the following corporate governance policies with regard to shareholders’
rights and protection, disclosure duties and board responsibilities:

i) The Board of Directors is committed to respect and uphold the rights and powers of all shareholders,
regardless of the number of their shareholdings, such as: (a) voting right, (b) power to inspect corporate
books and records, (c) right to information, (d) right to dividends, and (e) right to appraisal.

Specifically, under the voting right of a stockholder, a director may not be removed without just cause if it
will deny minority shareholders representation in the Board. Likewise, under the right to information, a
minority shareholder is granted the right to propose the holding of a meeting, and the right to propose items
in the agenda; provided the items are for legitimate business purposes.

ii) The Board of Directors provides periodic reports to the shareholders which disclose personal and
professional information about the directors and officers and other matters, such as their dealings with, and
shareholdings in, the Bank, relationship among directors and key officers and the aggregate compensation of
directors and officers.

! Reckoned from the election immediately following January 2, 2012.
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iii) The Board of Directors has general responsibilities of: (1) approving and overseeing the implementation of
the Bank’s strategic objectives, risk strategy, corporate governance and corporate values; (2) monitoring and
overseeing the performance of senior management as the latter manages the day-to-day affairs of the
institution.

(c) How often does the Board review and approve the vision and mission? Yearly.
(d) Directorship in Other Companies
(i) Directorship in the Company’s Group2

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

Type of Directorship (Executive,
Director’s Name Corporate Name of the Non-Executive, Independent).
Group Company Indicate if director is also the
Chairman.
N/A N/A N/A

(i) Directorship in Other Listed Companies

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

Type of Directorship
Director’s Name Name of Listed Company (2B, LRI,
Independent). Indicate if
director is also the Chairman.
Roberto A. Atendido Paxy’s, Inc. and Macay Holdings, Inc. Non-Executive
Jeffrey S. Yao Macay Holdings, Inc. Executive

(i) Relationship within the Company and its Group

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

Name of the
. ) e . .
Director’s Name significant Shareholder Description of the relationship
Jeffrey S. Yao Alfredo M. Yao Father
Leticia M. Yao Alfredo M. Yao Brother

(iv) Has the company set a limit on the number of board seats in other companies (publicly listed, ordinary and
companies with secondary license) that an individual director or CEO may hold simultaneously? Yes, but
without specifics as to the number.

In particular, is the limit of five board seats in other publicly listed companies imposed and observed? Yes.
If yes, briefly describe other guidelines:

Maximum Number of Directorships in
other companies

Executive Director Low Indicative Limit No ED is holding board seats in other

publicly companies in excess of five (5).

Guidelines

2

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

Maximum Number of Directorships in
other companies

Non-Executive Director

Low Indicative limit

No NED is holding board seats in other
publicly companies in excess of five (5).

CEO

Low Indicative Limit

N/A

(e) Shareholding in the Company

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

own shares in the company:

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

Francis T. Lee 24,200,0000 7.01%
Peter N. Yap 167,848 0.05%
Rolando R. Avante 70,058 0.02%
Jeffrey S. Yao 896,286 0.26%
Leticia M. Yao 896,286 0.26%
Honorio O. Reyes-Lao 37,000 91,000 0.04%
Benjamin R. Sta. Catalina, Jr. 30,058 0.01%
Amador T. Vallejos, Jr. 20,574 0.01%
Roberto A. Atendido 58,000 0.02%
Paterno H. Dizon 70,058 0.02%
TOTAL 26,388,168 91,000 7.70%

2) Chairman and CEO

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

v

Identify the Chair and CEO:

Yes

No

Chairman of the Board

Francis T. Lee

CEO/President

Rolando R. Avante

(b) Roles, Accountabilities and Deliverables
Define and clarify the roles, accountabilities and deliverables of the Chairman and CEO.

Chairman

Chief Executive Officer

Role

Presides at the meetings of the Board of
Directors (BOD) and stockholders. In
case of a tie, casts a vote to break such
tie.

Handles the administration and direction of the
day-to-day business affairs of the Bank; presides
at the meetings of the BOD in the absence of the
Chairman and Vice Chairman; represents the
Bank at all functions and proceedings; signs
certificates of stock.

Accountabilities

Ensures that the BOD takes an informed
decision.

Ensures that the administrative and operational
policies of the Bank are carried out under his
supervision and control; has general supervision
and management of the business affairs and
property of the Bank.
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3)

4)

Chairman Chief Executive Officer

Deliverables Provides leadership in the BOD. Initiate and develop corporate objectives and
policies, and formulate business plans for the
approval of the BOD; executes on behalf of the
Bank all contracts, agreements and other
instruments affecting the interests of the Bank
that require the approval of the BOD, unless
otherwise directed by the BOD; oversees the
preparation of the budgets and the financial
statements of the Bank, signs /executes such
reports of the Bank as may be required of him by
the regulatory bodies; makes and present the
reports to the BOD and Stockholders.

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

The BOD approved a succession plan drawn by Management wherein possible successors for top key management
positions are to be identified. The criteria in the identification and selection for the successors are based on the
gualifications and readiness of the candidates. To prepare them for their future jobs, the Management determined
the successors’ developmental needs through the job competence factors evaluation and focused interview. The next
step is to send them to trainings that are relevant and appropriate for the position they are chosen to assume in the
future.

Other Executive, Non-Executive and Independent Directors.

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

Under the BOD-approved Corporate Governance Manual of the Bank, the Board “shall appoint members of the
committees taking to account the optimal mix of skills and experience to allow members to fully understand, be
critical and objectively evaluate the issues. In order to promote objectivity, the Board shall appoint independent
directors and non-executive members of the Board to the greatest extent possible while ensuring that such mix will
not impair the collective skills, experience and effectiveness of the committees.”

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

Under the BOD-approved Corporate Governance Manual of the Bank, a director is required to have a working
knowledge of the statutory and regulatory requirements affecting the bank, including the contents of its articles of
incorporation and by-laws, the requirements of the Bangko Sentral Ng Pilipinas, and where applicable, the
requirements of other regulatory agencies. A director is also required to keep himself informed of the industry
developments and business trends in order to safeguard the Bank’s competitiveness.

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

Executive Non-Executive Independent Director
Role Provides entrepreneurial | Constructively challenges and | Acts in the best interest of the
leadership to the Bank; designs, | contributes to the development | Bank; establishes a balance
develop and implement | of strategic plans of the Bank; | between the interests
strategic plans. participates actively in the | management

deliberation of issues brought to | shareholders.
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Executive

Non-Executive

Independent Director

the BOD by Management;
reviews the performance of
Management in meeting the
agreed goals and objectives of
the Bank; reviews the integrity of
the financial information and
ensures that financial controls
and systems of risk management
are robust and defensible.

Accountabilities

Responsible for the day-to-day

operations

of the Bank;

regularly reports to the BOD on

the financi
Bank.

al condition of the

Responsible  for  determining
appropriate levels of
remuneration of executive
directors; has prime role in
succession planning and in
appointing, and where necessary,
removing executive directors.

Protects the interest of
shareholders and other
stakeholders; has  working
knowledge of the statutory and
regulatory requirements
affecting the Bank; remains fit
and proper for the position for
the duration of his term;
contributes significantly to the
decision-making process of the
BOD.

Deliverables

Ensures the healthy growth and

continued

profitability of the

Bank; ensures Management’s
and Staff's adherence and
compliance with the corporate
governance principles and
programs of the Bank; devotes

time and attention to properly
discharge their duties and
responsibilities; exercises

independent judgment; acts
honestly and in good faith, with

loyalty and

in the best interest

of the Bank, its stockholders

and other
judiciously;

stakeholders; acts
conducts fair

business transaction with the
Bank and ensure that personal
interest does not bias board

decisions;
knowledge
regulatory

Have working
of the statutory and
requirements

affecting the Bank; observes
confidentiality; contributes
significantly to the decision-

making pr

ocess of the BOD;

and remains fit and proper for

the positio
his term.

n for the duration of

Meets occasionally, whenever
appropriate, as a group without
executive directors and the
Chairman being present; may be
asked to serve on at least one (1)
board committee; devotes time
and attention to properly
discharge their duties and
responsibilities; exercises
independent  judgment; acts
honestly and in good faith, with
loyalty and in the best interest of
the Bank, its stockholders and
other stakeholders; acts
judiciously; conducts fair business
transaction with the Bank and
ensure that personal interest
does not bias board decisions;
Have working knowledge of the

statutory and regulatory
requirements affecting the Bank;
observes confidentiality;

contributes significantly to the
decision-making process of the
BOD; and remains fit and proper
for the position for the duration
of his term.

Joins in the occasional meeting
of non-executive directors,
whenever appropriate, as a
group without executive
directors and the Chairman
being present; may be asked to
serve on at least one(1) board
committee; devotes time and
attention to properly discharge
their duties and
responsibilities; exercises
independent judgment; acts
honestly and in good faith,
with loyalty and in the best
interest of the Bank, its
stockholders and other
stakeholders; acts judiciously;
conducts fair business
transaction with the Bank and
ensure that personal interest
does not bias board decisions;
has working knowledge of the
statutory and regulatory
requirements affecting the
Bank; observes confidentiality;
contributes significantly to the
decision-making process of the
BOD; and remains fit and
proper for the position for the
duration of his term.
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Provide the company’s definition of "independence" and describe the company’s compliance to the definition.

Independence refers to that environment which allows the person to carry out his/her work freely and objectively.

Does the company have a term limit of five consecutive years for independent directors? If after two years, the
company wishes to bring back an independent director who had served for five years, does it limit the term for no
more than four additional years? Please explain. Yes. An independent director of the Bank may only serve as such for
a total of five (5) consecutive years. After two years he may qualify for nomination and election as Independent

director for another five years.

Changes in the Board of Directors (Executive, Non-Executive and Independent Directors)

(a) Resignation/Death/Removal

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

Name Position Date of Cessation Reason
N/A N/A N/A N/A
N/A N/A N/A N/A

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

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

Procedure

Process Adopted

Criteria

a. Selection/Appointment

(i) Executive Directors

The Nomination/ Corporate Governance
Committee pre-screens and short-lists all
candidates nominated to become members
of the BOD in accordance with the
qualifications and disqualifications
provisions of the Bank’s Corporate
Governance Manual.

Age,

qualifications,

physical/

competence

professional/academic
integrity/probity,
mental fitness,
and  knowledge/

experience of the nominee.

(i) Non-Executive Directors -do- -do-
(iii) Independent Directors -do- -do-
b. Re-appointment
(i) Executive Directors The Nomination/ Corporate Governance -do-
Committee conducts annual evaluation of
the performance of all directors. The
results in this annual activity is the basis of
the Committee in coming up with the list of
nominees to be submitted to the Corporate
Secretary for possible re-appointment/re-
election to the Board as director during the
stockholders meeting.
(i) Non-Executive Directors -do- -do-
(iii) Independent Directors -do- -do-
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Procedure

Process Adopted

Criteria

c. Permanent Disqualification

(i) Executive Directors

The Chief Compliance Officer (CCO) reports
to the Nomination/ Corporate Governance
Committee any violations against any of the
provisions of the Corporate Governance
Manual of the Bank, including those
provisions concerning permanent or
temporary disqualification of directors. The
Nomination/Corporate Governance
Committee then conducts hearing and
recommends to the Chairman of the Board
the imposable penalty, which the Board
shall review.

Persons  convicted by final
judgment of an offense involving
dishonesty; persons convicted of a
crime involving violations against
any law administered by the SEC
or BSP; persons judicially declared
insolvent spendthrift  or
incapacitated to enter into a
contract; persons convicted by
final judgment of an offense
punishable by imprisonment for a
period exceeding six years, or a
violation of the Corporation Code,
committed within five years prior
to date of his election or
appointment or violation of
banking laws; directors, officers or
employees of closed banks/quasi-
banks/trust entities who were
responsible for such institutions’
closure as determined by the
Monetary Board.

(i) Non-Executive Directors -do -do-
(iii) Independent Directors -do- -do-
d. Temporary Disqualification
(i) Executive Directors -do- Persons who refuse to fully

disclose the extent of his business
interest as required under the
Securities Regulation Code;
directors who have been absent or
who have not participated for
what ever reason in more than
50% of all meeting, both regular
and special, of the BOD during his
incumbency and persons who
failed to physically attend for
whatever reasons in at least 25%
of all board meetings in any year;
persons dismissed/terminated
from employment/directorship in
another listed corporation for
cause; persons under preventive
suspension by a bank; persons
with derogatory records with the
NBI, court, police Interpol and
monetary authority of other
countries involving violation of any
law, rule or regulation of the
Government or any of its
instrumentalities adversely
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Procedure

Process Adopted

Criteria

affecting the integrity and/or
ability to discharge the duty of the
director; persons who are
delinquent in the payment of their
obligations as defined in the BSP
Circular No. 26 dated September
17, 2001

(i) Non-Executive Directors

-do-

-do-

(iii) Independent Directors

-do-

-do-
and an independent director who
becomes an officer or employee of
the Bank shall be disqualified
automatically from being an
independent director.

e. Removal

(i) Executive Directors

The CCO conducts investigation of the case
of the concerned director and submits the
results of his investigation to the
Nomination/ Corporate Governance
Committee. The committee then conducts
hearing and communicates the results
thereof and its recommendation to the
Chairman of the Board, which shall be
subject to Board review.

Permanent and temporary
disqualifications as mentioned
under items ¢ and d above and
nature and gravity of violations
committed by the director.

(i) Non-Executive Directors -do- -do-
(iii) Independent Directors -do- -do-
f. Re-instatement
(i) Executive Directors The CCO conducts investigation of the case | Permanent and temporary
of the concerned director. The Nomination/ | disqualifications as mentioned

Corporate Governance Committee then
conducts hearing and recommends to the
Chairman of the Board the re-instatement
of such director, if there is reasonable
basis, which Board shall review.

under items c and d above, nature
and gravity of the violations
committed by the director and his
past performance in the Board

(i) Non-Executive Directors

-do-

-do-

(iii) Independent Directors

-do-

-do-

g. Suspension

(i) Executive Directors

The CCO conducts investigation of the case
of the concerned director. The Nomination/
Corporate Governance Committee then
conducts hearing and recommends to the
Chairman of the Board the imposable

Nature and gravity of the
violations committed by the
director, his performance in Board
activities as reflected in his duly-
accomplished self-evaluation

penalty which Board shall review. form.
(i) Non-Executive Directors -do- -do-
(iii) Independent Directors -do- -do-
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6)

Voting Result of the last Annual General Meeting

Votes Received
Two-thirds of the votes cast

Name of Director
Francis T. Lee

Peter N. Yap
Rolando R. Avante

Two-thirds of the votes cast

Two-thirds of the votes cast

Jeffrey S. Yap Two-thirds of the votes cast
Leticia M. Yao

Amador T. Vallejos, Jr.

Two-thirds of the votes cast

Two-thirds of the votes cast

Paterno H. Dizon Two-thirds of the votes cast

Honorio O. Reyes-Lao Two-thirds of the votes cast

Benjamin R. Sta. Catalina, Jr. Two-thirds of the votes cast

Roberto A. Atendido

Two-thirds of the votes cast

Orientation and Education Program

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

(b) State any in-house training and external courses attended by Directors and Senior Management3 for the past
three (3) years: The Anti-Money Laundering Act, as Amended (R.A. 9160 as Amended by R.A. 9194 and R.A.
10167) and Circular 706 — Updated Anti-Money Laundering Rules and Regulations.

(c) Continuing education programs for directors: programs and seminars and roundtables attended during the year.
Name of Name of Training

Director/Officer

Date of Training

Program

Institution

Francis T. Lee

Sept. 14, 2012

AMLA for Members of the Board
and Senior Officers

Philippine Business Bank

Jan. 29, 2014

AMLA for Members of the Board
and Senior Officers

Philippine Business Bank

Peter N. Yap

Sept. 14, 2012

AMLA for Members of the Board
and Senior Officers

Philippine Business Bank

Jan. 29, 2014

AMLA for Members of the Board
and Senior Officers

Philippine Business Bank

Rolando R. Avante

Sept. 14, 2012

AMLA for Members of the Board
and Senior Officers

Philippine Business Bank

and Senior Officers

Jan. 29, 2014 AMLA for Members of the Board Philippine Business Bank
and Senior Officers
Jeffrey S. Yao Jan. 29, 2014 AMLA for Members of the Board Philippine Business Bank
and Senior Officers
Leticia M. Yao Jan. 29, 2014 AMLA for Members of the Board Philippine Business Bank
and Senior Officers
Amador T. Vallejos, Jr. Jan. 29, 2014 AMLA for Members of the Board Philippine Business Bank
and Senior Officers
Paterno H. Dizon Nov. 15, 2013 Mastering the ASEAN Corporate Institute of Corporate
Governance Scorecard Directors
Jan. 29, 2014 AMLA for Members of the Board Philippine Business Bank

Senior Management refers to the CEO and other persons having authority and responsibility for planning, directing and

controlling the activities of the company.
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Name of
Director/Officer

Date of Training

Program

Name of Training
Institution

and Senior Officers

Honorio O. Reyes-Lao Jan. 29, 2014 AMLA for Members of the Board Philippine Business Bank
and Senior Officers

Benjamin R. Sta. Jan. 29, 2014 AMLA for Members of the Board Philippine Business Bank

Catalina, Jr. and Senior Officers

Roberto A. Atendido Jan. 29, 2014 AMLA for Members of the Board Philippine Business Bank

B. CODE OF BUSINESS CONDUCT & ETHICS

1)

Discuss briefly the company’s policies on the following

management and employees:

business conduct or ethics affecting directors, senior

Business Conduct &
Ethics

Directors

Senior Management

Employees

(a) Conflict of Interest

A director must exercise the
highest ethical standards in

dealing with clients,
vendors/ suppliers,
regulators and other

employees; he is required to
disclose his existing business
interests or shareholdings

that may directly or
indirectly conflict in the
performance of his duties on
the date of his

assumption/employment; he
should avoid situations that
would give rise to conflict of
interest; he should
immediately disclose any
occurrence of conflict of
interest, whether it be real,
apparent or potential, to the
BOD through the Chairman.

A senior officer is required to
disclose his existing business
interests or shareholdings
that may directly or
indirectly conflict in the
performance of his duties on
the date of his assumption/
employment; he should
avoid situations that would
give rise to conflict of
interest; he should not
engage in any business or
undertaking that is directly
or indirectly in competition
with the Bank or engage
directly or indirectly in any
undertaking  or  activity
prejudicial to the interest of
the Bank; he  should
immediately disclose any
occurrence of conflict of
interest, whether it be real,
apparent or potential, to the
BOD through the Chairman.

An employee is required to
disclose his existing business
interests or shareholdings
that may directly or indirectly
conflict in the performance of
his duties on the date of his
assumption/employment; he
should avoid situations that
would give rise to conflict of
interest; he should not engage
in any business or undertaking
that is directly or indirectly in
competition with the Bank or
engage directly or indirectly in
any undertaking or activity
prejudicial to the interest of

the Bank; he should
immediately disclose any
occurrence of conflict of

interest, whether it be real,
apparent or potential, to the
BOD through the Chairman.

(b) Conduct of Business
and Fair Dealings

Should conduct fair business
transaction with the Bank
and ensure that personal
interest does not bias board
decisions; should not use his
position to make profit or to
acquire benefit or advantage
for himself and/or his related
interest; should avoid
situations that would
compromise his impartiality.

Should conduct fair business
transaction with the Bank
and ensure that personal
interest does not bias
management decisions;
should not use his position to
make profit or to acquire
benefit or advantage for
himself and/or his related
interest; should avoid
situations that would
compromise his impartiality.

Should conduct fair business
transaction with the Bank and
ensure that personal interest
does not bias decisions;
should not use his position to
make profit or to acquire
benefit or advantage for
himself and/or his related
interest; should avoid
situations that would
compromise his impartiality.
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Business Conduct &
Ethics

Directors

Senior Management

Employees

(c) Receipt of gifts from
third parties

A director should act
honestly and in good faith
with loyalty and in the best
interest of the Bank, its

stockholders and  other
stakeholders, such as
depositors, investors,

borrowers, other clients and
the general public; should
avoid situations that would
compromise his impartiality;
required to declare
gifts/items received from
clients or other persons in
relation to his position.

In general, PBB employees
should not solicit nor receive
gifts, sponsored travel,
extraordinary entertainment
or anything of value that may
influence their decisions or
actions on Bank-related
matters or transactions;
required to declare
gifts/items received from
clients or other persons in
relation to his position.

In general, PBB employees
should not solicit nor receive
gifts, sponsored travel,
extraordinary entertainment
or anything of value that may
influence their decisions or
actions on Bank-related
matters  or  transactions;
required to declare gifts/items
received from clients or other
persons in relation to his
position.

(d) Compliance with
Laws & Regulations

The Bank does not accept
nominations of persons
convicted of an offense
involving  dishonesty  or
breach of trust, such as
estafa, embezzlement,
extortion, forgery or those
who committed violation of
any provision of the SRC,
the Corporation Code or BSP
Rules and Regulations, for
the position of a director; to
ensure proper monitoring of
compliance with laws &
regulations, a director must
have a working should have
knowledge of the statutory
and regulatory requirements
affecting the Bank, including
the content of its articles of
incorporation and by-laws,
the requirements of the BSP,
and where applicable,
requirements of  other
regulatory agencies; the
directors acting as a body
ensures that an appropriate
compliance program is
defined and adopted by the
Ban and that compliance
issues are resolved
expeditiously

The Senior Management is
responsible for (i)
establishing compliance
program, (ii) ensuring that it
is adhered to, (iii)
periodically reporting to the

Audit Committee and/or
Board of Directors on
matters that affect the

design and implementation
of such compliance program,
including material breaches
thereon, (iv) addressing
promptly such  material
breaches of the compliance
program, and (v) assessing its
effectiveness and
appropriateness.

Compliance is a line-driven
function, hence, it is the direct
responsibility of each line
manager; each employee is
personally responsible for
familiarizing oneself with all
laws, regulations, rules and
standards applicable/related
to his work assignment

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

A director must observe the
confidentiality of non-public
information acquired by him

All  PBB employees are
required to comply with
guidelines of the Information

All  PBB employees are
required to comply with
guidelines of the Information
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Business Conduct &
Ethics

Directors

Senior Management

Employees

by reason of his position as
director; he must not
disclose said information to
any other person without
the authority of the BOD.

Security Manual of the Bank.
Erring employees shall be
subject to appropriate
penalties and  sanctions
prescribed in the Code of
Conduct.

Security Manual of the Bank.
Erring employees shall be
subject to appropriate
penalties and sanctions
prescribed in the Code of
Conduct.

(f) Use of Company
Funds, Assets and
Information

A director is not allowed to

decide his or her own
remuneration; a director
must observe the

confidentiality of non-public
information acquired by him
by reason of his position as
director; he must not
disclose said information to
any other person; acting as a
body (BOD), the members of
the BOD must articulate
policies that will prevent the
use of the facilities of the
bank in furtherance of
criminal and other improper
or illegal activities, as such
but not limited to financial
misreporting, money
laundering, fraud, bribery or
corruption.

The Senior Management,
through the Treasurer is in
charge of the over-all fund
management activities of the
Bank and responsible for the
liquidity and reserve
management operations; is
directly involved in Asset and
Liability Management where
Bank would minimize costs
and maximize profit and
assures liquidity at any given
time;

All officers and employees
are expected to be honest
and truthful in their dealings
with the Bank. They shall not
engage in, facilitate or aid in
facilitating the commission
of fraud, deceit or other
forms of dishonesty which
will directly affect the Bank.
Every employee must at all
times furnish correct and
complete information on the
documents and other papers
deemed necessary by the
Bank; Senior Management
provides risk oversight on all
IT-related activities of the

Bank, particularly on
information and associated
assets for the purpose

safeguarding such
information and maintaining
their confidentiality; willful
destruction of the Bank’s
assets, property and
equipment is punishable by
dismissal under the Code of
Conduct.

All officers and employees are
expected to be honest and
truthful in their dealings with
the Bank; they shall not
engage in, facilitate or aid in
facilitating the commission of
fraud, deceit or other forms of
dishonesty which will directly
affect the Bank; every
employee must at all times
furnish correct and complete
information on the
documents and other papers
deemed necessary by the
Bank; willful destruction of
the Bank’s assets, property
and equipment is punishable
by dismissal under the Code
of Conduct.

(g) Employment &
Labor Laws &
Policies

Through the Manpower,
Compensation and
Remuneration Committee, a

Implements and comply with
the: (1) policies and
procedures formulated by

All employees of are required
to adhere to/comply with the
internal policies and
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Business Conduct &

Ethics Directors Senior Management Employees
director is required to | the BOD establishing the | procedures of the Bank,
establish a formal and | rights and obligations of PBB | including the Code of

transparent procedure for
developing a policy on
executive remuneration and
for fixing the remuneration
packages of officers and
directors and provide
oversight over remuneration
of senior officers and other
key personnel ensuring that
compensation is consistent
with Bank’s culture, strategy
and control environment,
develop a form of full
business interest disclosure
as part of pre-employment
requirements for all
incoming  officers, which
compel all officers under the
penalty of perjury all their
existing business interest or
shareholdings that may
directly or indirectly conflict
in their performance of
duties once hired; review
Human Resource  Group
Personnel Hand Book to
strengthen provisions on
conflict of interest, salaries
and benefits policies,
promotion and career
advancement directives and
requirements that must be
periodically met in their
respective posts.

employees under the Labor
Code of the Philippines, (2)
salary and benefits
structures adopted by the
BOD for PBB officers and
employees, (3) hiring,
training and other
administrative policies and
procedures, including the
implementing  rules and
regulations on anti-sexual
harassment law adopted by
the BOD.

Conduct.

(h) Disciplinary action

The Chief Compliance Officer
identifies and reports
violations of the Manual of
Corporate Governance to the
Corporate
Governance/Nomination
Committee, which shall
conduct hearings and shall
recommend to the Chairman
of the Board the imposable
penalty for such violation.
Penalties are as follows:

First Offense — Reprimand;
Second Offense — Suspension
from office; Third Violation-
Removal from office.

Disciplinary actions against
All employees of the Bank,
including Senior Officers for
violations of internal policies
as well as banking laws, rules

and regulations and
issuances issued by other
regulatory  agencies are

prescribed in the Code of
Conduct.

Disciplinary actions against All
employees of the Bank,
including Senior Officers for
violations of internal policies
as well as banking laws, rules
and regulations and issuances
issued by regulatory agencies
are prescribed in the Code of
Conduct.
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Business Conduct &
Ethics

Directors

Senior Management

Employees

(i) Whistle Blower The Bank has a BOD-| The Bank has a BOD- | The Bank has a BOD-approved
approved Whistle Blower | approved Whistle Blowing | Whistle Blowing Program
Program which: (1) | Program which: (1) | which: (1) encourages
encourages employees, | encourages employees, | employees, including senior
including senior officers to | including senior officers to | officers to bring suspected
bring suspected | bring suspected | malpractices, ethical and legal
malpractices, ethical and | malpractices, ethical and | violationsthey are aware of to
legal Vviolations they are | legal violations they are | an internal authority, (2)
aware of to an internal | aware of to an internal | prevents exposing the Bank to
authority, (2) prevents | authority, (2) prevents | risk or damage that may occur

exposing the Bank to risk or | exposing the Bank to risk or | when employees, including
damage that may occur | damage that may occur | senior officers circumvent
when employees, including | when employees, including | internal control mechanism or
senior officers circumvent | senior officers circumvent | violate certain code of
internal control mechanism | internal control mechanism | conduct; and (3) helps
or violate certain code of | or violate certain code of | promote and develop a
conduct; and (3) helps | conduct; and (3) helps | culture of transparency,
promote and develop a | promote and develop a | accountability and integrity
culture of transparency, | culture of transparency, | within the Bank.

accountability and integrity
within the Bank.

accountability and integrity
within the Bank.

This Whistle Blower policy
also covers the members of

the BOD.

(j) Conflict Resolution A director should view each | The Bank has a BOD- | The Bank has a BOD-approved
problem/situation approved Grievance and | Grievance and Employee
objectively. When a | Employee Complaint Policy | Complaint Policy which
disagreement with others | which defines the actions | defines the actions and
occurs, he should carefully | and responsibilities of all | responsibilities of all
evaluate the situation and | concerned personnel in the | concerned personnel in the
state his position. He should | proper disposition of | proper disposition of
not be afraid to take position | employee complaints and | employee complaints and
even though it might be | grievances. grievances

unpopular. Corollary to this,
he should support plans and
ideas that he thinks will be
beneficial to the Bank;

2) Has the code of ethics or conduct been disseminated to all directors, senior management and employees?
Yes. The Revised Code of Conduct has been circularized by the Bank’s Systems & Methods Center last March 10, 2014.
All units were given an acknowledgement receipt where they also certified that they have thoroughly read and
understood the Revised Code of Conduct. Copy of the acknowledgement receipt is filed in each employee’s 201 file.

3) Discuss how the company implements and monitors compliance with the code of ethics or conduct.
The immediate superior has the primary responsibility to enforce discipline within his jurisdiction. He is responsible

for informing and making his subordinates understand about the provisions of the Code and all other policies, rules,
regulations, and guidelines promulgated by the Bank. Correspondingly, he/she shall be given sufficient authority to
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4)

effectively exercise his capacity and discretion in implementing corrective actions when necessary. It is expected,
however, that in all cases necessitating disciplinary action, there is a thorough investigation made and employee

counseling conducted.

Ignorance of or unfamiliarity with the provisions of the Code shall not be an excuse for violations.

Related Party Transactions

(a) Policies and Procedures

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

Related Party Transactions

Policies and Procedures

(1) Parent Company

N/A (PBB has no parent company) - Dealings of the Bank with its
major stockholder is covered by the general policy on DOSRI (see item
4 below).

(2) Joint Ventures

N/A (PBB has not entered into a joint venture agreement with any
person or entity).

(3) Subsidiaries

N/A (PBB has no subsidiary)

(4) Entities Under Common Control

The general policy of the Bank with regard to its dealings with its
Directors, Officers, Stockholders and Related Interest (DOSRI) is that
the transactions should be in the regular course of business and upon
terms not less favorable to the Bank than those offered to others.

Off-market rates applies to DOSRI provided these are supported by
valid justifications or reasons (such as high volatility in the market,
meaning quoted rates might have changed greatly within the day)
and senior management is made fully aware of such
reasons/justifications and subject to the off-market rate tolerance
level. Off-market rates are foreign currency rates, fixed income vyields
or prices, and money market rates that are higher than the highest
prevailing market rates and lower than the lowest prevailing market
rates.

Real estate and chattel transactions (such as but not limited to rentals
or leases, purchases and sales of foreclosed assets) of the Bank with
its DOSRI and employees require prior written approval of the
majority members of the BOD, excluding the concerned director in
cases where a director or his related interest is involved in the
transaction, and submission of sworn statement to the BSP in
compliance with Subsection X148.1 of the MORB.

Loans and other credit accommodations and guarantees to DOSRI
also require prior written approval by the majority members of the
BOD, excluding the director concerned. Board approval is manifested
in a resolution passed by the BOD, a copy of which is submitted to the
BSP within the prescribed period. Loans and other credit
accommodations granted to DOSRI are likewise reported to the BSP
every 15" banking day from end of reference quarter.
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Related Party Transactions

Policies and Procedures

(5) Substantial Stockholders

The general policy of the Bank with regard to its dealings with its
Directors, Officers, Stockholders and Related Interest (DOSRI) is that
they should be in the regular course of business and upon terms not
less favorable to the Bank than those offered to others.

Off-market rates policy applies to DOSRI provided these are
supported by valid justifications or reasons (such as high volatility in
the market, meaning quoted rates might have changed greatly within
the day) and senior management is made fully aware of such
reasons/justifications and subject to the off-market rate tolerance
level. Off-market rates are foreign currency rates, fixed income yields
or prices, and money market rates that are higher than the highest
prevailing market rates and lower than the lowest prevailing market
rates.

Real estate and chattel transactions (such as but not limited to rentals
or leases, purchases and sales of foreclosed assets) of the Bank with
its DOSRI and employees require prior written approval of the
majority members of the BOD, excluding the concerned director in
cases where a director or his related interest is involved in the
transaction, and submission of sworn statement to the BSP in
compliance with Subsection X148.1 of the MORB.

Loans and other credit accommodations and guarantees to DOSRI
also require prior written approval by the majority members of the
BOD, excluding the director concerned. Board approval is manifested
in a resolution passed by the BOD, a copy of which is submitted to the
BSP within the prescribed period. Loans and other credit
accommodations granted to DOSRI are likewise reported to the BSP
every 15" banking day from end of reference quarter.

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

The general policy of the Bank with regard to its dealings with its
Directors, Officers, Stockholders and Related Interest (DOSRI) is that
they should be in the regular course of business and upon terms not
less favorable to the Bank than those offered to others.

Off-market rates applies to DOSRI provided these are supported by
valid justifications or reasons (such as high volatility in the market,
meaning quoted rates might have changed greatly within the day)
and senior management is made fully aware of such
reasons/justifications and subject to the off-market rate tolerance
level. Off-market rates are foreign currency rates, fixed income yields
or prices, and money market rates that are higher than the highest
prevailing market rates and lower than the lowest prevailing market
rates.

Real estate and chattel transactions (such as but not limited to rentals
or leases, purchases and sales of foreclosed assets) of the Bank with
its DOSRI and employees require prior written approval of the
majority members of the BOD, excluding the concerned director in
cases where a director or his related interest is involved in the
transaction, and submission of sworn statement to the BSP in
compliance with Subsection X148.1 of the MORB.
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Related Party Transactions

Policies and Procedures

Loans and other credit accommodations and guarantees to DOSRI
also require prior written approval by the majority members of the
BOD, excluding the director concerned. Board approval is manifested
in a resolution passed by the BOD, a copy of which is submitted to the
BSP within the prescribed period. Loans and other credit
accommodations granted to DOSRI are likewise reported to the BSP
every 15" banking day from end of reference quarter.

(7) Directors including spouse/ /
children siblings/ parents

The general policy of the Bank with regard to its dealings with its
Directors, Officers, Stockholders and Related Interest (DOSRI) is that
they should be in the regular course of business and upon terms not
less favorable to the Bank than those offered to others.

Off-market rates applies to DOSRI provided these are supported by
valid justifications or reasons (such as high volatility in the market,
meaning quoted rates might have changed greatly within the day)
and senior management is made fully aware of such
reasons/justifications and subject to the off-market rate tolerance
level. Off-market rates are foreign currency rates, fixed income yields
or prices, and money market rates that are higher than the highest
prevailing market rates and lower than the lowest prevailing market
rates.

Real estate and chattel transactions (such as but not limited to rentals
or leases, purchases and sales of foreclosed assets) of the Bank with
its DOSRI and employees require prior written approval of the
majority members of the BOD, excluding the concerned director in
cases where a director or his related interest is involved in the
transaction, and submission of sworn statement to the BSP in
compliance with Subsection X148.1 of the MORB.

Loans and other credit accommodations and guarantees to DOSRI
also require prior written approval by the majority members of the
BOD, excluding the director concerned. Board approval is manifested
in a resolution passed by the BOD, a copy of which is submitted to the
BSP within the prescribed period. Loans and other credit
accommodations granted to DOSRI are likewise reported to the BSP
every 15" banking day from end of reference quarter.

(8) Interlocking director relationship
of Board of Directors

The Bank adopts and implements the provisions of Section X145 —
Interlocking Directorship and/or Officerships of the MORB,
particularly item a — Interlocking Directorship which prescribes
certain measures which are necessary to safeguard against the
disadvantages that could result from indiscriminate concurrent
directorship, such as: (1) except as may be authorized by the
Monetary Board or as otherwise provided hereunder, there shall be
no concurrent directorships between banks or between a bank and a
QB or an NBFI, (2) without the need for prior approval of the
Monetary Board, concurrent directorships between entities not
involving an investment house shall be allowed in the following cases:
(a) Banks not belonging to the same category: Provided, That not
more than one (1) bank shall have quasi-banking functions; (b) A bank
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Related Party Transactions Policies and Procedures

and an NBFI; (c) A bank without quasi-banking functions and a QB;
and (d) A bank and one (1) or more of its subsidiary bank/s, QB/s and
NBFI/s.

For purposes of the foregoing, a husband and his wife shall be
considered as one (1) person.

(b) Conflict of Interest

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

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

Name of Director Details of Conflict of Interest (Actual or Probable)
1. JeffreyS. Yao . Jeffrey S. Yao is also non-executive director of:

<

1. AMY Holdings, Inc.

2. Zest-O Corporation

3. Semexco Marketing Corporation

4. Asiawide Airways, Inc.

5. Arc Holdings, Inc.

6. SMI Development Corporation

7. Downtown Realty Corporation

8. Bev-Pack, Inc.

9. Asiawide Refreshments Corporation

10. Mega Asia Bottling Corporation

11. Amchem Marketing, Inc.

12. Macay Holdings, Inc. (Director/VP)

13. Mazy’s Capital (Director/Treasurer)
2. Leticia M. Yao Ms. Leticia M. Yao is also a non-executive/executive

director of:

1. Zest-O Corporation

2. Harman Corporation

3. Uni-lpel Industries, Inc.

4. Solmac Marketing, Inc.

5. SMI Development Corporation

6. Mega Asia Bottling Corporation (Executive Director)
3. Amador T. Vallejos Mr. Amador T. Vallejos is also an executive director of:

1. SMI Development Corp.
2. Downtown Realty Corporation
3.  Amchem Marketin, Inc.

4. Roberto A. Atendido Mr. Roberto A. Atendido is a director of Pharma-Rex, Inc.,
Macay Holdings, Inc., Asian Alliance Holdings, Asian
Alliance Investment, Inc.,, Paxy’s Inc. and GEM
Communications as non-executive director.

Name of Officer/s N/A
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Name of Director Details of Conflict of Interest (Actual or Probable)

Name of Significant Stockholder/s
1. Mr. Alfredo M. Yao

2. Zesto Corporation

<

. Alfredo M. Yao is a significant stockholder of:

AMY Holdings, Inc.

Zest-O Corporation

Semexco Marketing Corporation

Asiawide Airways, Inc.

Arc Holdings, Inc.

SMI Development Corporation

Downtown Realty Corporation

Bev-Pack, Inc.

Asiawide Refreshments Corporation
. Mega Asia Bottling Corporation
Amchem Marketing, Inc.

. Harman Foods, Inc.

. Solmac

. Sol Marina

. Pharma-Rex

. Macay Holdings, Inc. (Chairman)
. Mazy’s Capital, Inc. (Director)

Woe NG WNR

R R R R R R R R
NoOuhwNPRO

Zesto Corporation is a majority stockholder of Mazy’s
Capital Inc. which has controlling interest in Asiawide
Refreshments Corporation.

(i) Mechanism

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

Directors/Officers/Significant Shareholders

Company

The directors and officers of the Bank are required to disclose their existing
business interests or shareholdings that may directly or indirectly conflict in the
performance of their duties on the date of their assumption/employment; he
should avoid situations that would give rise to conflict of interest; they should
immediately disclose any occurrence of conflict of interest, whether it be real,
apparent or potential, to the BOD through the Chairman.

The general policy of the Bank with regard to its dealings with its Directors,
Officers, Stockholders and Related Interest (DOSRI) is that they should be in the
regular course of business and upon terms not less favorable to the Bank than
those offered to others.

Real estate and chattel transactions (such as but not limited to rentals or leases,
purchases and sales of foreclosed assets) of the Bank with its DOSRI and employees
require prior written approval of the majority members of the BOD, excluding the
concerned director in cases where a director or his related interest is involved in
the transaction, and submission of sworn statement to the BSP in compliance with
Subsection X148.1 of the MORB.

Loans and other credit accommodations and guarantees to DOSRI also require prior
written approval by the majority members of the BOD, excluding the director
concerned. Board approval is manifested in a resolution passed by the BOD, a copy
of which is submitted to the BSP within the prescribed period. Loans and other
credit accommodations granted to DOSRI are likewise reported to the BSP every
15" banking day from end of reference quarter.
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5)

Directors/Officers/Significant Shareholders

Off-market rates applies to DOSRI provided these are supported by valid
justifications or reasons (such as high volatility in the market, meaning quoted rates
might have changed greatly within the day) and senior management is made fully
aware of such reasons/justifications and subject to the off-market rate tolerance
level. Off-market rates are foreign currency rates, fixed income yields or prices, and
money market rates that are higher than the highest prevailing market rates and
lower than the lowest prevailing market rates.

Group

The Bank maintains a database for companies owned by its major stockholders.

The general policy of the Bank with regard to its dealings with its Related Interest
(sister companies and their directors, officers and other significant stockholders) is
that they should be in the regular course of business and upon terms not less
favorable to the Bank than those offered to others.

Loans, real estate and chattel transactions of the Bank with its Related Interest
require the approval of the majority of the members of the BOD, excluding the
concerned director/s.

Family, Commercial and Contractual Relations

(a) Indicate, if applicable, any relation of a family,4 commercial, contractual or business nature that exists between
the holders of significant equity (5% or more), to the extent that they are known to the company:

Names of Related
Significant Shareholders

Brief Description of the

Type of Relationship Relationship

Alfredo M. Yao & Zesto Corp.

Alfredo M. Yao is the Chairman

Business of the BOD of Zesto Corp

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

Names of Related
Significant Shareholders

Type of Relationship Brief Description

Alfredo M. Yao

Contractual/Business Credit/Deposit Facility

Zesto Corporation

Business Credit/Deposit Facility

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

company:

Name of Shareholders

% of Capital Stock affected
(Parties)

Brief Description of the
Transaction

N/A

N/A N/A

Alternative Dispute Resolution

Family relationship up to the fourth civil degree either by consanguinity or affinity.
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Describe the alternative dispute resolution system adopted by the company for the last three (3) years in amicably
settling conflicts or differences between the corporation and its stockholders, and the corporation and third parties,
including regulatory authorities.

Alternative Dispute Resolution System

Corporation & Stockholders There had been no issues or conflicts yet that the Bank experienced
with its stockholders. If ever there will be one in the future, it will be
resolved by the BOD through a resolution, which may be implemented
by the Board itself or Management.

Corporation & Third Parties The Bank set up a help/complaint desk for the purpose of receiving and
expeditiously addressing customer/third party complaints.

Corporation & Regulatory Authorities The Bank designated its Chief Compliance Officer as its link to its
regulators, such as the Bangko Sentral Ng Pilipinas, Philippine Deposit
Insurance Corporation and Securities and Insurance Commission. As
such, the CCO maintains a constructive working relationship with the
regulators wherein he may consult, whenever necessary, such
regulators for clarification of specific provisions of laws and
regulations.

BOARD MEETINGS & ATTENDANCE
Are Board of Directors’ meetings scheduled before or at the beginning of the year?

The schedules of BOD meetings are set during the organizational meeting of the BOD, which is held immediately after
the annual stockholders’ meeting.

Attendance of Directors

Date of No. of Meetings No. of
Board Name k Held during the Meetings %

SiSeen year Attended
Chairman Francis T. Lee 06.28.13 12 11 92
Member Peter N. Yap 06.28.13 12 12 100
Member 