O R A OO R RO DR

SECURITIES AND EXCHANGE COMMISSION

SECBuilding,EDSA.Greenhi!ls,MandaluyongCity,MetroManiIa,Philippines
Tel:(632)726-0931t039 Fax:(632) 725-5293 Email: mis@sec.gov.ph

Barcode Page

The following document has been received:

Receiving Officer/Encoder Mary Irish Ortiz De Castro - COS

Receiving Branch : SEC Head Office
Receipt Date and Time : October 22, 2019 03:52:38 PM
Received From - Head Office

Company Representative

0222019003469

Doc Source

Company Information

SEC Registration No. 0000001803

Company Name ABS-CBN CORPORATION
Industry Classification
Company Type Stock Corporation

Document Information

Document ID 110222019003469
Document Type LETTER/MISC

Document Code LTR

Period Covered October 22, 2019

No. of Days Late 0

Department CED/CFD/CRMD/MRD/NTD

Remarks RELATED PARTY TRANSACTIONS POLICY



COVER SHEET

1({8(0|3
SEC Registration Number

(Company’s Full Name)

A|B|S|-|C|B|N B|R|O|A|D[C|A[S[T|I[N|G CIE|IN|(T|E|R

(Business Address: No. Street City/Town/Province)

| Ricardo B. Tan, Jr. 3415-2272
(Contact Person) (Company Telephone Number)
1|12 3(1 0|4 2|5
Month Day (Form Type) Month Day
(Fiscal Year) (Annual Meeting)

(Secondary License Type, If Applicable)

Dept. Requiring this Doc. Amended Articles Number/Section

Total Amount of Borrowings

Total No. of Stockholders Domestic Foreign

To be accomplished by SEC Personnel concerned

File Number LCU
Document ID Cashier

Remarks: Please use BLACK ink for scanning purposes.

o o o = = — —— —— - — — —— ———



RELATED PARTY TRANSACTIONS POLICY
ABS-CBN CORPORATION

A. Statement of Policy

It is the policy of ABS-CBN Corporation (the “Corporation”) to ensure the fairness and arm’s length
characteristic of every Related Party Transaction, as defined herein, and that the said transaction will inure
to the benefit and best interest of the Corporation.

All Related Party Transactions shall be reviewed, approved, and disclosed, as may be required by law and
regulations, in accordance with this policy. ’

In reviewing Related Party Transactions, the relevant provisions of the Corporation Code, applicable laws,
rules and regulations, the Corporation’s Articles of Incorporation, By-Laws, Revised Manual on Corporate

Governance and Corporate Code of Conduct and Ethics shall be deemed applicable.

B. Board Oversight and Responsibility

The Board of Directors of the Corporation (the “Board’) shall have the overall responsibility 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 the Corporation’s shareholders
and other stakeholders. It has approved this Related Party Transactions Policy to ensure effective
compliance with existing laws, rules and regulations at all times and that these Related Party Transactions
are conducted on an arm’s length basis, and that no shareholder or stakeholder is unduly disadvantaged.

The Board has instituted the board-level Risk Management Committee who is in charge of reviewing all
Related Party Transactions, as defined and subject to thresholds below.

C. Definition of Terms

The Corporation adopts the definition of terms under SEC Memorandum Circular No. 10, Series of 2019,
to wit:

1. Related Parties — covers the Corporation’s reporting directors, officers, substantial shareholders
and their spouses and relatives within the fourth civil degree of consanguinity or affinity,
legitimate or common-law, if these persons have control, joint control or significant influence over
the Corporation. It also covers the Corporation’s parent, subsidiary, fellow subsidiary, associate,
affiliate, joint venture or an entity that is controlled, jointly controlled or significantly influenced
or managed by a person who is a related party.

2. Substantial Shareholder — any person who is directly or indirectly the beneficial owner of more
than ten percent (10%) of any class of its equity security.



3.

10.

Affiliate — refers to an entity linked directly or indirectly to the Corporation through any one or a
combination of the following:

a. Ownership, control or power to vote, whether by permanent or temporary proxy or
voting trust, or other similar contracts, by a company of at least ten percent (10%) or
more of the outstanding voting stock of the Corporation, or vice-versa;

b. Interlocking directorship or officership, except in cases involving independent directors
as defined under existing regulations;

¢.  Common stockholders owning at least ten percent (10%) of the outstanding voting stock
of the Corporation and the entity; or

d. Management contract or any arrangement granting power to the Corporation to direct
or cause the direction of management and policies of the entity, or vice-versa.

Associate — an entity over which the Corporation holds twenty percent (20%) or more of the
voting power, directly or indirectly, or which the Corporation has significant influence.

Significant Influence — the power to participate in the financial and operating policy decisions of
the company but has no control or joint control of those policies.

Control —a person or an entity controls the Corporation if and only if the person or entity has all
of the following:

a. Power of the Corporation;

b. Exposure, or rights, to variable returns from its involvement with the Corporation; and
The ability to use its power over the Corporation to affect the amount of the Corporation’s
returns.

Related Party Transactions (RPT) — a transfer of resources, services or obligations between the
Corporation and a related party, regardless of whether a price 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.

Material Related Party Transactions (Material RPT) — any related party transaction/s, either
individually, or in aggregate over a twelve (12)-month period with the same related party,
amounting to ten percent (10%) or higher or the Corporation’s total assets based on its latest
audited financial statement.

Materiality Threshold — Ten Percent (10%) of the Corporation’s total assets based on its latest
audited financial statement. For purposes of this policy, and since the Corporation is a parent
company, the total assets shall pertain to the Corporation’s total consolidated assets.

Related Party Registry — a record of the organizational and structural composition, including any
change thereon, of the Corporation and its related parties.



11. Abusive Material RPTs — refer to Material RPTs that are not entered at arm’s length and unduly
favor a Related Party.

D. Review and Approval of Related Party Transactions

1. RPTs, with the following classification:
a. AnyRPT thatinvolves exclusive contracts, regardless of amount (i.e. security services etc.)
b. Any RPT that involves a Related Party providing and/or transacting 30% or more of its
total services and/or business with the ABS-CBN group
shall be reviewed and approved by the board-level Risk Management Committee. Provided
however that, the Risk Management Committee may submit to the Board of Directors such RPTs
that the Committee deems to require Board approval.

The Risk Management Committee shall be provided with a full list of RPTs, regardless of amount,
on a monthly basis.

2. The board-level Risk Management Committee shall have overall responsibility for:
a. Determining, identifying, and monitoring related parties, RPTs and Material RPTs;
b. Continuously reviewing, and evaluating existing relationships between and among
businesses and counterparties; and
c. Identifying, measuring, monitoring risks arising from RPTs and Material RPTs.

3. Senior Management shall provide a Related Party Registry (SAP) to clearly identify and tag the
persons and companies that are considered as the Corporation’s related parties. The SAP shall be
reviewed and updated quarterly to capture organizational and structural changes in the
Corporation and its related parties.

Senior Management shall likewise provide an effective audit, compliance and risk system which
will be able to: (i) define the related parties’ extent of relationship with the Corporation, (ii) assess
situations in which a non-related party (with whom the Corporation has entered into a
transaction) becomes a related party, (iii) generate information on the nature and amount of
exposures of the Corporation to a particular related party.

4. Inthe review of RPTs, the Risk Management Committee shall ensure that said RPTs are in the best
interests of the Corporation, and consider all the relevant facts and circumstances available.

E. Approval of Material RPTs

1. The Board shall approve Material RPTs, as herein defined, prior to entering into said transaction/s
and/or ratified should it be determined that all RPTs within the 12-month period meet the
aggregate threshold for Material RPTs.



An external independent party shall be appointed to evaluate the fairness of the terms of the
material RPTs.

In the review of material RPTs, the Board of Directors shall ensure that said material RPTs are in
the best interests of the Corporation, and consider all the relevant facts and circumstances
available, included but not limited to the following:

The terms of the transaction;

The purpose and timing of the transactions;

The extent of each Related Party’s interest in the transaction;

The aggregate value of the transaction;

The extent to which the terms of the transaction are less favorable than terms general

available in non-related transactions under similar circumstances;

f.  The benefits to the Corporation in entering into the transaction. A price discovery
mechanism, which shall include, among others, the hiring of an external expert, or
opening the material RPT to a bidding process, or in certain cases, publication of available
property for sale, shall be implemented to ensure that material RPTs are engaged into at
terms that promote the best interest of the Corporation and its shareholders;

g. Whether the transaction would present an improper conflict of interests or special risks
or contingencies for the Corporation or any of its subsidiaries or affiliates, or the Related
Party, taking into account the size of the transaction and the overall financial position of
the Related Party. Relative thereto, directors and officers with personal interest in the
transaction shall fully and timely disclose any and all material facts, including their
respective interests in the material RPT and fully abstain from the discussion, approval
and management of such transaction or matter affecting the Corporation. Should there
be a refusal to abstain, their attendance shall not be counted for purposes of assessing
quorum and their votes shall not be counted for purposes of determining majority
approval. Thus, all Conflict of Interest disclosures of the board of directors and executive
officers, including the Chairman and Chief Executive Officer, shall be referred to the Board
of Directors through the Risk Management Committee; and

h. Any and all material information or factor that the Board of Directors may deem relevant.

® oo oo

Pursuant to SEC Memorandum Circular No. 10, Series of 2019, all individual Material RPTs shall
be approved by at least two-thirds (2/3) vote of the Board of Directors, with at least a majority of
the independent directors voting to approve the material RPT. In case that a majority of the
independent directors’ vote is not secured, the material PRT may be ratified by the vote of the
stockholders representing at least two thirds (2/3) of the outstanding capital stock.

For aggregate RPT transactions within a twelve (12)-month period that breaches the materiality
threshold of ten percent (10%) of the Corporation’s total assets, the same board approval would
be required for the RPTs that meets and exceeds the materiality threshold covering the same
related party.



4. Disclosure requirement: The board members, substantial shareholders, and officers shall fully
disclose to the Board of Directors all material facts related to Material RPTs, as well as their direct
and indirect financial interest in any transaction or matter that may affect or is affecting the
Corporation. Such disclosure shall be made at the board meeting where the material RPT will be
presented for approval and before the completion or execution of the material RPT.

Directors with personal interest in the transaction should abstain from participating in discussions
and voting on the same. In case there is a refusal to abstain, their attendance shall not be counted
for purpose of determining approval.

F. Self-assessment and Periodic Review

The internal audit of the Corporation shall conduct a periodic review of the effectiveness of the
Corporation’s system and internal controls governing RPTs to assess consistency with the board-
approved RPT policy and procedures. The resulting audit reports, including exceptions or breaches
in limits, shall be communicated directly to the Audit Committee and Risk Management
Committee.

The Corporation’s Compliance Officer shall ensure that the Corporation complies with relevant
rules and regulations and is informed of regulatory developments in areas affecting Related
Parties. Said officer, together with the Chief Risk Officer, shall aid in the review of the
Corporation’s transactions and identify any potential material RPT that would require approval by
the Board. Said officer shall ensure that the Corporation’s material RPT policy is kept updated and
is properly implemented.

G. Whistleblowing Mechanism

The Whistleblowing Policy of the Corporation shall include reports on abuses on RPTs. Said policy
encourages all stakeholders to communicate, confidentially and without risk of reprisal, legitimate
concerns about illegal, unethical, abusive or questionable RPTs. A link to the Whistleblowing
Policy is incorporated here for the process on whistleblowing: https://www.abs-
cbn.com/governance/policies/abs-cbn-whistleblowing-policy/id-42

H. Remedies for Abusive RPTs

The Corporation, upon proper investigation and upon finding that there is an abusive RPT or RPTs
which were not conducted in accordance with this policy, nor conducted in a fair and arm’s length
basis, may allow recovery of losses or opportunity costs arising out of the abusive RPT.

The Code of Conduct, particularly in the section of Fraud or Dishonesty, and the penalties therein,
shall be imposed on the personnel, officers, or directors, who have been remiss in their duties in
handling the RPTs in accordance with the Corporation’s policies. The Code of Conduct is
incorporated here: https://www.abs-cbn.com/governance/policies/code-of-conduct/id-43




An interested director or officer of the Corporation shall be disqualified from being a director,
trustee or officer of any other corporation on the basis of a final judgment rendered by a court of
competent jurisdiction that an abusive RPT was conducted. The disqualification shall be for a
period of one (1) year or more, as determined by the SEC, without prejudice to any other admin,
civil or criminal penalties under the laws and regulations.

Disclosure and Regulatory Reporting

1. A summary of all RPTs entered into during the reporting year shall be disclosed in the
Corporation’s Integrated Annual Corporate Governance Report (I-ACGR) to be submitted
annually every May 30;

2. The Advisement Report (attached as Annex “A”) of any Material RPT must be filed within three
(3) calendar days from the execution date of the Material RPT. The Advisement Report shall

be signed by the Corporation’s Corporate Secretary and Chief Risk Officer; and

3. The disclosures above (1 and 2), shall include the following information:

a. Complete name of the Related Party/ies;

b. Relationship of the parties;

c. Execution date of the RPT;

d. Financial or non-financial interest of the related parties;

e. Type and nature of transactions as well as a description of the assets involved;
f. Total assets (consolidated assets, since the Corporation is a parent company);
g. Amount or contract price;

h. Percentage of the contract price to the total assets of the Corporation;

i. Carrying amount of collateral, if any;

j-  Terms and conditions;

k. Rationale for entering into the transaction; and

I

The approval obtained (i.e. names of directors present, name of directors who approved
the RPT and the corresponding voting percentage obtained).



J. Changes to this policy

Any changes to this policy shall be subject to the approval the majority of the board of directors
and approved by majority of the stockholders constituting a quorum, as provided for under SEC
Memorandum Circular No. 10, Series of 2019.

This Related Party Transactions Policy was approved by the majority of the Board of Directors on:
September 26, 2019.

Signed:

< v
Martin L. Lopez Emmanuel S. De Dios
Chairman of the Board Independent Director

Chairman of the Risk Management Committee

AL

Ricardo B. Tan, J{
Compliance Officer
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