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GOVERNANCE AND RELATED PARTY TRANSACTION  
COMMITTEE CHARTER 
 

A. PURPOSE 
 
The Governance and Related Party Transaction Committee (the "Committee") 
shall assist the Board of Directors (the "Board") in performing its oversight role in 
relation to the following: 
 
1. NRCP ’s compliance with  its Manual on Corporate Governance1  

(the "Manual"). This Manual adopts the good governance 
principles and practices recommended under the  2016 Code of 
Corporate Governance for Publicly Listed Companies of the 
Securities and Exchange Commission (SEC), the Corporate Governance 
Guidelines for Listed Companies of the Philippine Stock Exchange (PSE), and 
related corporate governance circulars of the Insurance Commission. 
 

2. A review of all material Related Party Transactions3 (RPTs). The Committee 
shall review RPTs in order to provide reasonable assurance that there is 
effective compliance with existing laws, rules and regulations at all times, that 
RPTs are conducted on an arm's length basis4, and that no stakeholder is 
unduly disadvantaged. 

 
 

B. AUTHORITY 
 
1. The Committee shall report directly to the Board on its decisions or 

recommendations, unless there are legal and/or regulatory restrictions on its 
ability to do so (such as a restriction on disclosure due to regulatory 
requirements).  

 
2. The Committee shall have the right to require the management of the 

Company to furnish all information requested by the Committee as may be 
required for the purpose of performing its duties.  

 
3. As necessary, the Committee is authorized to obtain independent external 

professional advice and to secure assistance from external parties with 
relevant experience and expertise where it considers necessary. The 
Committee shall have the authority to approve all reasonable related fees and 
terms of engagement, which fees shall be borne by the Company.  

 
4. The Committee shall be provided with sufficient resources to perform its duties. 
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C. COMPOSITION 

 
1. The Committee shall have at least three (3) Members, all of whom shall be 

independent directors. 
 

2. The Chairman and the Members of the Committee shall be appointed by the Board. 
The Chairman of the Committee or any of its members may be removed from office 
only by the Board. If the office of a member is vacated, the Board shall appoint a 
new member in order to meet the required composition of the Committee. 

 
 

D. MEETING AND COMMUNICATION PLAN 
 
1. The Committee will meet at least once every quarter or as deemed necessary. A 

simple majority of the members must attend to constitute a quorum. 
 

2. The Committee may invite any officer or employee or external parties of the 
Company to attend its meeting as it deems necessary. 

 
3. The agenda of the meeting will be prepared and provided in advance to members, 

along with appropriate briefing materials.  Minutes will be prepared and approved 
after every meeting. 
 

4. The Committee shall report to the Board on such meetings and such other matters 
as required by this Charter or as the Board shall, from time to time, specify. 

 
 

E. RESPONSIBILITIES 
 

a. Governance 
. 

The Committee is tasked with providing reasonable assurance that the 
Company complies with and observes corporate governance principles and 
practices. It has the following duties and functions, among others: 
 

Corporate Governance Principles and Practices 
 

1. Oversee the implementation of the company's corporate governance 
framework, which encompasses the governance structure, principles, 
policies, processes and practices that contributes to the Board's 
effective performance of its corporate governance responsibilities. The 
fundamental relationships among the Board, its committees, 
management, shareholders and other stakeholders comprises the 
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governance structure, through which the company's ethical values and 
strategic and corporate objectives are set and plans for achieving those 
objectives and monitoring performance are determined. 
 

2. Adopt corporate governance policies and guidelines and have these 
reviewed and updated regularly and implemented consistently both in 
form and substance. 
 

3. Evaluate the annual assessment result of required corporate 
governance scorecards, prior to disclosure to the regulatory agencies. 
 

4. Monitor developments in the area of corporate governance and 
recommend initiatives that will help the Company maintain the highest 
standards of corporate governance. 
 

Board and Committee Composition and Procedures 
 

5. Review at least annually with the Board the size and composition of the 
Board as a whole and recommend, if necessary, measures to be taken 
so that the Board reflects the appropriate balance of background, 
diversity, age, skills and experience required for the Board as a whole 
and contains at least the minimum number of independent directors 
recommended and satisfy any other related legal or regulatory 
requirements. 
 

6. Evaluate whether the necessary and appropriate committees exist to 
support the work of the Board and make recommendations to the 
Board for the allocation of responsibilities among committees, the 
creation of additional committees or subcommittees, or the elimination 
of committees as it determines appropriate.  
 

7. Make recommendations concerning any other aspect of the procedures 
of the Board that the Committee considers warranted, including, but not 
limited to, procedures with respect to the waiver by the Board of any 
company rule, guideline, procedure or corporate governance principle.  
 

8. Oversee the periodic performance evaluation of the Board and its 
committees as well as executive management, and conducts an annual 
self-evaluation of its performance; 
 

9. In relation to item (8) above, have the results of the Board evaluation 
shared, discussed, and that concrete action plans are developed and 
implemented to  address the identified areas  for improvement; 
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10. Oversee the continuing education programs for directors including 

orientation of newly appointed directors and assess improvements 
necessary to keep directors engaged and well informed. 
 

Code of Ethics 
 

11. Review and evaluate the effectiveness of the company's Code of Ethics 
and Conduct and oversee the process implemented to monitor 
compliance with the Code. 

 

b. Related Party Transactions 

 
The Committee is tasked with reviewing all material related party transactions  
(RPTs) of the company. The following are the functions of the Committee, 
among others: 

 
1. Evaluate on an ongoing basis existing relations between and among 

businesses and counterparties to provide reasonable assurance that all 
related parties2 are continuously identified, RPTs are  monitored, and 
subsequent changes in relationships with counterparties (from non-
related to related and vice versa) are captured; 

 
2. Evaluate all material RPTs to provide reasonable assurance that these 

are not undertaken on more favorable economic terms (e.g., price, 
commissions, interest rates, fees, tenor, collateral requirement) to such 
related parties than similar transactions with non-related parties under 
similar circumstances and that no company resources 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. In evaluating RPTs, the Committee takes into 
account, among others, the following: 

 
a. The related party’s relationship to the company 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 company of the proposed 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. 
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3. Oversee the disclosures made, and/or information provided to 
regulating authorities relating to the company’s RPT exposures, and 
policies on conflicts of interest or potential conflicts of interest are 
appropriate; 

 
4. Report to the Board of Directors on a regular basis, the status and 

aggregate exposures to each related party, as well as the total amount of 
exposures to all related parties relative to materiality threshold5 levels 
set; 

 
5. Review whether transactions with related parties, including write-off of 

exposures were subjected to a periodic independent review or audit 
process; and 

 
6. Oversee the implementation of the system for identifying, monitoring, 

measuring, controlling, and reporting RPTs, including the periodic review 
of RPT policies and procedures. 

 
 

F. SELF-ASSESSMENT 
 
The Committee shall conduct an annual quality assessment of its performance and shall 
submit a report on such assessment to the Board. 
 
 

G. NRCP MANUAL ON CORPORATE GOVERNANCE 
 
The latest Manual on Corporate Governance adopted by the Company shall form an 
integral part of this Charter and shall guide the Committee in the performance of its role 
and responsibilities. 
 

H. EFFECTIVITY 
 
The Governance and Related Party Transaction Committee Charter shall require 
approval of the Board and shall take effect upon the date of its approval. 
 
This document will be reviewed every two years or more frequently in the event that 
substantive changes are appropriate. 
 
 
 
 
(Approved during the April 20, 2017 Meeting of the Board of Directors) 
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DEFINITION OF TERMS 
 
1. Corporate Governance – the system of stewardship and control to guide organizations in 

fulfilling their long-term economic, moral, legal and social obligations towards their 
stakeholders. 

Corporate governance is a system of direction, feedback and control using regulations, 
performance standards and ethical guidelines to hold the Board and senior management 
accountable for ensuring ethical behavior–reconciling long-term customer satisfaction with 
shareholder value–to the benefit of all stakeholders and society. 
 
Its purpose is to maximize the organization’s long-term success, creating sustainable value 
for its shareholders, stakeholders and the nation. 
 

2. Related Party - shall cover the company's subsidiaries, as well as affiliates and any party 
(including their subsidiaries, affiliates and special purpose entities), that the company exerts 
direct or indirect control over or that exerts direct or indirect control over the company; the 
company's directors; officers, shareholders and related interests (DOSRI), and their close 
family members, as well as corresponding persons in affiliated companies. This shall also 
include such other person or juridical entity whose interest may pose a potential conflict 
with the interest of the company. 
 

3. Related Party Transactions – a transfer of resources, services or obligations between a 
reporting entity and a related party, regardless of whether a price is charged. It should be 
interpreted broadly to include not only transactions that are entered into with related 
parties, but also outstanding transactions that are entered into with an unrelated party that 
subsequently becomes a related party. 

 
4. Arm’s Length Basis - the transaction between two related parties is done as if they were not 

related, so there is no conflict of interest. 
 
5. Materiality Threshold - sets the materiality level of a transaction with related parties where 

omission or misstatement of the transaction could pose significant risk to the company and 
could influence the economic decisions of the board of directors and therefore, shall be 
subject to its review and approval.  Materiality threshold may be set for each type of 
transaction and for each related party group, depending on the nature of the transaction. 

 
 

ANNEX A 


