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I. Corporate Policy 
 

a. Vision and Mission Statement 
 
i. Our vision is to be the Philippines’ investment banking champion and to remain 

unsurpassed as the most trusted financial partner to the most respected names in business 
and major stakeholders in the Philippines. 
 

ii. We commit ourselves to creating value for our stakeholders by providing superior, efficient, 
innovative, and client-focused financial solutions with utmost integrity. 

 
b. Brand 

 
i. On February 5, 1976, BPI Capital was incorporated in the Philippines as a wholly-owned 

subsidiary of the Bank of the Philippine Islands (BPI), the first bank in the Philippines.  For 
over 40 years, BPI Capital has maintained a leadership position in the banking and finance 
industry, making it the most trusted financial partner to the most respected names and 
major stakeholders in Philippine business. 

 
c. Business Model 

 
i. BPI Capital provides financial services to its clients. We provide an exceptional and 

comprehensive suite of capabilities in corporate finance and capital markets advisory, debt 
and equity underwriting, loan syndication, project finance, corporate restructuring, pre-IPO 
restructuring, mergers and acquisitions, merchant banking, securities distribution and 
trading, and other investment banking solutions. We are one of the leading investment 
banking firms in the country and one of the most trusted advisers in the Philippine capital 
markets.  

 
II. Financial Summary/Highlights and Review of Operations 
 

  Consolidated Parent (Solo) 

  Current Year Previous Year Current Year Previous Year 

Profitability         

Total Income, net of GRT 1,017,960,404 1,377,088,474 907,263,162 1,103,500,060 

Total Expenses 473,515,458 553,360,298 274,189,430 296,763,818 

Income before Tax 544,444,946 823,728,176 633,073,732 806,736,242 

Net Income 388,030,130 610,947,583 481,466,771 598,223,489 

Select Balance Sheet Data       

Assets 4,672,596,159 4,586,882,313 3,933,374,360 3,459,333,812 

Liabilities 478,664,658 760,024,555 109,304,730 101,008,725 

Equity 4,193,931,501 3,826,857,758 3,824,069,630 3,358,325,087 

Select Ratios         

Return on Average Equity 9.68% 12.96% 13.76% 14.02% 

Return on Average Assets 8.38% 8.99% 11.94% 13.16% 
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III. Financial Condition and Results of Operations 
 

a. Review of Operations 
 
In 2018, BPI Capital Corporation and its subsidiary (the “Group”) generated PHP 388.03 million in 
consolidated Net Income, down 36% from the previous year. Major contributors to our results are as 
follows: 
 

1. The Group posted a total revenue of PHP 1.02 billion (net of Gross Receipts Taxes of PHP 
60.96 million), with approximately 88% coming from fees and commissions. Our revenues were 
primarily derived from over 37 landmark deals and transactions. 

 
2. Fees and commissions, accounting for approximately 88% of the total revenues, decreased by 

21% (PHP 259.91 million). This year’s net interest income of PHP 85.40 million, derived from 
lending and borrowing activities, also decreased by 26% (PHP 30.79 million). Dividend income 
from BPI Capital's investments in equity securities decreased by 13% (PHP 3.70 million). 

 

3. Total expenses decreased by approximately 14% or PHP 79.8 million due to the decrease in 
overall compensation, fringe benefits, management and professional fees, brokerage and 
underwriting fees, and other operating expenses. 

 

4. The Group’s cost to income ratio and return on average equity is at 46.52% and 9.68%, 
respectively. 

 
The Group closed the year with PHP 4.67 billion in total assets, 2% higher than 2017’s PHP 4.59 billion. 
Key accounts noted below: 
 

1. Deposits maintained with the Bangko Sentral ng Pilipinas (BSP) amounted to PHP 1.10 billion, 
103% higher than PHP 541.03 million in 2017. This includes BPI Capital's placements in 
special deposit accounts with the BSP, short-term lending to BSP under a reverse repurchase 
agreement, and mandatory reserve deposits. 

 
2. With the full implementation of PFRS 9, financial assets at fair value through profit or loss 

totaled PHP 773.43 million, lower than last year’s PHP 1.53 billion with a PHP 1.09 billion 
decrease in investment in various debt securities and a PHP 92.8 million decrease in 
investments in listed equity securities. However, this was offset by the transition adjustment on 
mutual funds Php 424.79 million. 

 

3. Financial assets at fair value through other comprehensive income and investment securities 
at amortized cost were recorded at PHP 771.41 million and PHP 655.55 million, respectively. 

 

4. The parent company’s Investment in Equity, amounting to PHP 202 million, pertains to the 
carrying cost of BPI Securities, BPI Capital’s wholly-owned subsidiary. 

 

5. Net trade and other receivables substantially decreased from 2017’s PHP 537.36 million down 
to 2018’s PHP 219.67 million due to the collection of the previous year’s accrued fees. 

 

6. Total liabilities decreased to PHP 478.66 million due to settlement of the retail treasury bond 
transaction and customers arising from brokerage transactions. 
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b. Highlights of Major Activities  
 

  Deal Size BPI Capital Role Date of Issue/Close 
Debt Capital Markets         

Bounty Fresh’s Acquisition of 
Tegal Group Holdings 

PHP   16,500,000,000.00  Joint Arranger and 
Bookrunner 

10/31/2018 

Bank of the Philippine Islands 
Issued Its First US Dollar Bonds 

USD        600,000,000.00  Sole Global Coordinator, 
Joint Bookrunner 

9/30/2018 

International Finance 
Corporation’s Maiden USD 90 
million Green Bonds 

PHP     4,800,000,000.00  Joint Lead Manager and 
Bookrunner 

7/31/2018 

Equity Capital Markets         

Bank of the Philippine Islands, 
Inc. PHP 50.0 Billion Stock 
Rights Offering 

PHP    50,000,000,000.00  Sole Global Coordinator 
and Lead Manager, Sole 
Domestic Manager 

5/31/2018 

D.M. Wenceslao and 
Associates, Inc. PhP 8.15 
Billion Initial Public Offering 

PHP     8,150,000,000.00  Joint Global Coordinator 
and Bookrunner, 
Domestic Lead Manager 
and Underwriter 

6/30/2018 

San Miguel Food & Beverage, 
Inc. PhP 39.2 Billion Follow-On 
Public Offering 

PHP   35,722,045,600.00  Local lead Underwriter 12/31/2018 

Integrated Micro-Electronics, 
Inc. PHP 5.0 Billion Stock 
Rights Offering 

PHP     5,100,000,000.00  Issue Manager, 
Bookrunner and 
Underwriter 

3/31/2018 

Robinsons Land Corporation 
PHP 20.0 Billion Stock Rights 
Offering 

PHP   20,000,000,000.00  Issue Manager, 
Bookrunner and 
Underwriter 

2/28/2018 

Project Finance         

Apo Agua Infrastructura, Inc. Up 
to PHP 9.0 Billion Financing 

PHP           9,000,000.00  Sole Mandated Lead 
Arranger, Bookrunner 
and Issue Coordinator 

12/31/2018 

MPCALA Holdings, Inc. Enters 
into a PHP 24.2 Billion 
Financing Agreement 

PHP   23,600,000,000.00  Joint Mandated Lead 
Arranger 

12/31/2018 

Cebu Cordova Link Expressway 
Corporation Up to PHP 19.0 
Billion Financing 

PHP   19,000,000,000.00  Participating Arranger 2/28/2019 

Advisory         

Advisory Services to AC Energy 
for the divestment of AC 
Energy’s Thermal Power 
Company 

  Financial Advisor 10/31/2018 

Advisory Services to Ayala 
Education, Inc. for the 
acquisition of National Teachers 
College 

  Financial Advisor 04/31/2018 

Advisory Services for the 
Merger of iPeople, Inc. and AC 
Education, Inc. 

  Financial Advisor 5/31/2019 
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c. Outlook and Major Strategic Initiatives 
 
We have invested in and built an investment bank that is strong and relevant in the core and key 
disciplines of investment banking: Project Finance, Structured Finance, Debt and Equity Products, and 
Advisory. 
 
We are prepared for what the future brings as we are built for scale, change, and flexibility. We expect 
the Philippines to continue to grow; our clients want to be part of that growth as well. We believe the 
path to growth has become more complex and uncertain but our unwavering commitment to serve our 
country and our clients is stronger than ever. Our focus on providing our clients with the best financial 
advice and execution enables us to take on any market condition and to leverage on the challenges 
and opportunities that may come our way. 
 
We expect continued significant activity in the energy and infrastructure space as it is apparent that our 
growing country desperately needs these investments. However, these deals are very complex and 
generally take a few years to complete so the timing to close these projects remains uncertain.  
 
We expect the fixed income market to accelerate as clients try to adapt their financing needs to a rapidly 
changing market environment. Best advice and execution will test and differentiate companies and 
investment houses in this challenging environment. 
 
BPI Capital’s strategic initiative is to intensify its marketing efforts to source new clients. For the capital 
markets space, this involves introducing new companies to the capital markets; for the project finance 
space, this involves strengthening focus on renewable projects.  
 
d. Challenges, Opportunities, and Responses 
 
The investment banking business is generally a reflection of the projects undertaken by our clients and 
our government. BPI Capital’s activities in 2018 were no exception to that. It was a challenging year 
characterized by spiking inflation, a slowdown in large-scale power projects, a tapering gross domestic 
product, and prevailing net foreign outflows. 
 
We continue to remain positive on Philippine economic outlook and aim to contribute to Philippine 
capital market development by developing new investment products and innovative ways of doing 
things. 
 
While domestic bank liquidity remains high and serves as the primary source of funding for many 
corporates, especially with banks raising or planning to raise capital through investments and stock 
rights offerings, banks have begun to realize the need to increase their discipline and focus on 
profitability. The capital markets continue to grow, but the fixed income market in particular has mainly 
served the larger and more familiar corporate names. We have done significant work to introduce new 
names and medium-sized companies to the capital markets. We work with clients of any size to advise 
them on their funding options to achieve their financial objectives. 
 
We also continue to grow our advisory business, the genesis and interconnection for many of our deals 
and ideas. Our team has been active in the education, healthcare, consumer, utilities, infrastructure, 
and financials space. 
 

IV. Financial Results of Business Segments 
 

a. Segment Performance and Contribution 
 
Corporate Finance generated PHP 718.1 million, accounting for 67% of 2018’s total revenues. The 
biggest revenue contributor in Corporate Finance is the Equity Products, amounting to PHP 295 million. 
See below for a further breakdown of our revenue: 
 



BPI Capital 2018 Annual Report | 6  
 

Contribution to Revenue 
 

Financial Summary (Gross of GRT) PHP % 

Corporate Finance  718,100,198 67% 

Distribution Sales  28,064,753 3% 

Treasury Capital Market 112,062,543 10% 

Commission and Other Income 220,697,242 20% 

Total 1,078,924,736 100% 
 
 
Breakdown of Corporate Finance revenue  
 

Corporate Finance and Distribution 
Sales PHP % 

Underwriting and Loan Syndication 676,324,105 91% 

Financial Advisory 41,776,093 6% 

Broker's Fee 18,190,337 2% 

Service Fee 9,874,416 1% 

Total 746,164,951 100% 
 
 
Breakdown of Treasury Capital Markets revenue  
 

Treasury Capital Markets PHP % 

Interest Income 78,138,568 70% 

Dividend Income 23,506,820 21% 

Trading (loss) gain, net 1,836,573 2% 

Net Foreign Exchange Gain 6,646,398 6% 

Miscellaneous Income 1,934,184 2% 

Total 112,062,543 100% 
 

b. Significant Developments, Major Activities, and Future Plans/Objectives 
 
See III. Financial Results and Results of Operations 
 

V. Risk Management Framework Adopted 
 

a. Overall risk management culture and risk management process 
 
As a wholly-owned subsidiary of the Bank of the Philippine Islands, BPI Capital’s risk management and 
corporate governance frameworks follow that of our parent company. A detailed discussion of the risk 
culture and corporate governance structure can be found on the BPI website. 
 
BPI Capital Corporation has a comprehensive and integrated Risk and Capital Management 
Framework guiding the management of all risk exposures and ensuring that the Company has adequate 
capital to cover and mitigate risks. This framework follows BSP regulations to implement an active and 
effective Internal Capital Adequacy Assessment Process (“ICAAP”) and risk management processes 
that are consistent and form part of the BPI Group’s ICAAP. 
 
Following BPI’s Risk Management top-down approach, our Board carries out its risk management 
function through its Risk Management Committee (“RMC”), which is tasked with nurturing a culture of 
risk management across the enterprise, proposing guidelines and regularly reviewing risk management 
structures, metrics, limits, and issues across the Company, in order to meet and comply with regulatory 
and international standards on risk measurement and management.  
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The RMC reviews the reports from the Company's various business units that are necessary to identify, 
monitor and assess the risk exposures and capital adequacy and its implications to the Company. It 
also reviews and recommends to the Board the approval of the Company's risk and capital 
management policies, and the appropriate capital structure for the bank in support of long-term strategic 
objectives, current business plans, and risk appetite. 
 
At BPI Capital Corporation, we aim to achieve 99.5% availability of critical customer-facing services. 
We have low risk appetites and low tolerance for business process execution failures, improper 
business practices, damage to physical and intangible assets, vendor failures and damages, and trade 
counterparty failures. We aim to maintain compliance with regulatory requirements. 
 
We apply industry standards in securing sensitive data and we strive to mitigate emerging risks with 
zero tolerance for data confidentiality and integrity breaches. We have zero appetite for events that 
compromise the health and safety of employees. We have zero appetite for any fraudulent activity. 
 
We use established industry practices to deliver projects with minimal time, budget and quality 
variances. We innovate by adopting and customizing new, market-tested technologies with the key 
objective of providing our customers with the best experience and minimum risks. 
 
b. Risk appetite and Strategy 
 
We identify risks according to three major classifications – credit, market, and operational and IT risks. 
Credit risk is the risk to earnings arising from obligor’s, customer’s, or counterparty’s failure to perform 
or to meet the contractual obligation in accordance with agreed terms. Market risk to earnings or capital 
arises from adverse movements in factors that affect market value of the financial assets (interest rate 
risk and liquidity risk). On the other hand, operational and IT risk is the loss resulting from inadequate 
or failed internal processes, people, and systems or from external events. This includes people and 
process risks, information security, technology and physical security risks, compliance and regulatory 
risks, legal and tax risks, and reputation risks amongst others. 
 
With the parent bank establishing robust and effective risk management processes and controls, BPI 
Capital is able to manage risks closer to the source, either preventing them from happening or mitigating 
their impact. The Company uses various methodologies, tools, and systems to measure its risk 
exposure. 
 
We continuously promote and observe a culture of proactive risk management and client-centricity, 
with the CRO and the Risk Management Office continuously engaging the RMC, management and 
business units, communicating the risk awareness culture to the rest through various internal channels, 
facilitating learning programs on risk management, and promoting best practices enterprise-wide. 
 
Credit Risk 
Under the organizational structure of BPI Capital, the management of credit risk is handled by the 
following: 
 

1. Treasury and Capital Management Department (“TCMD”) manages credit risk which may arise 

from its proprietary investment in non-marketable or unlisted securities, debt and equity linked 

instruments, and other strategic investments; a credit and counterparty risk from its trading 

portfolio of fixed income and equity securities, as well as pooled funds; 

 

2. Fixed Income Sales manages credit risk which may arise from its brokerage services;  

 

3. BPI Capital Investment Committee reviews all recommendations for trading lines and 

proprietary investment as proposed by the TCMD Officer; and 
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4. BPI Capital Board of Directors approves all investment recommendations and credit proposals 

endorsed by the Investment Committee. 

We conduct prior due diligence whenever a strategic investment proposal is prepared to determine 
financial suitability, risk exposure, viability and profitability.  
 
We measure our credit risk exposures in terms of regulatory capital requirement using the standardized 
approach in compliance with Basel and BSP Standards on minimum capital requirements. Using this 
method, our credit exposures to sovereigns, corporates and banks are risk-weighted to reflect credit 
assessment from eligible rating agencies. 
 
We continuously enhance our credit policies and guidelines and align regulatory changes to enable 
robust analysis of the loan portfolio while delivering timely and accurate reporting of the Company’s 
loan structures, credit concentrations, and other risk data analytics.   
 
Market, Interest Rate in the Baking Book, and Liquidity Risk 
Under the Market Risk Management unit, the Risk Officer employs various risk metrics commensurate 
to the size and sophistication of business operations, which guide the Company to effectively manage 
the risks arising from position-taking strategies balanced by the Board’s overall risk appetite. Risk limits 
are continuously reviewed and updated to align with BPI Capital’s goals, objectives, strategies, and 
enterprise-wide risk appetite.  
 
We closely monitor the risk exposures of both trading and non-trading portfolios. Assets in both on- and 
off-balance sheet trading portfolios are marked-to-market and the resulting gains and losses are 
recognized through profit or loss. Market risk exposures from these portfolios are measured by using 
the historical simulation value at-at-risk model complemented by several risk metrics such as Stop Loss 
and DV01. 
 
Operational and IT Risk 
Concurrent with BPI’s Operational and Information Technology Risk Management unit, BPI Capital 
monitors risks arising from inadequate or failed internal processes, people, and systems or from 
external fortuitous events that disrupt the business. Operational risk is inherent in all banking products 
and services, and may include risks that give rise to adverse legal, tax, regulatory or reputational 
consequences. Information technology is a significant risk factor assumed in conjunction with 
operational risk, given the highly automated nature of BPI Capital’s processes and services. IT risk is 
any potential adverse outcome arising from the use of or reliance on IT (i.e hardware, software, devices, 
systems, applications and networks). 
 
Our Business Risk Officer (“BRO”) is responsible to the Risk Management Office (RMO) for promoting 
a sound risk management culture, implementing risk management best practices as determined by the 
RMO, and ensuring timely submission of operational, IT and other risk reports. 
 
We monitor key risk indicators (“KRI”), and oversee the thoroughness of the Company’ risk and control 
self-assessments, loss event management processes, and operational risk management awareness 
and appreciation programs. We manage our operational and IT risks by ensuring such risks are 
identified, assessed, monitored, reported and mitigated. We have defined responsibilities related to the 
performance of the risk management function, accountabilities, methods and tools employed to identify 
and mitigate operational and IT risks in our operating units. We require operating units to undertake 
regular self-assessments to identify risks, assess inherent and residual risks, identify controls, and 
assess the design and performance effectiveness of controls. KRIs are used to monitor risk profiles, 
trigger early warning alerts, and instigate mitigating action. Operational loss events, and the 
corresponding data collection and analysis provide meaningful information in effectively managing 
risks. 
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Our exposure to operational risks are identified, assessed, and monitored as an integral part of the risk 
assessment processes. We currently use the Basel regulatory basic indicator approach to quantify 
operational risk-weighted assets by using the historical total annual gross income as the main measure 
of risk.      
 
c. Entity-wide risk governance structure and risk management process 
 
We manage risks through clearly-defined functions, using the three lines of defense model to ensure 
effective risk management governance and control processes across the Company. The first line of 
defense is performed by functions that own and manage risks (i.e. business line management and 
personnel). They are primarily responsible for managing the risks in their respective areas. The second 
line of defense shall be performed by functions that oversee risks. The third line of defense is performed 
by the BPI Internal Audit, who provides independent assurance to the Board on the quality and 
effectiveness of the Company's risk management framework, including the implementation of the risk 
management policies and processes. 
 
In order to thrive with our commitment and mission in creating value for our stakeholders by providing 
superior, efficient and client-focused financial solutions with utmost integrity, we exercise proactive and 
prudent risk management. BPI’s Risk Management Office, headed by the Chief Risk Officer (“CRO”), 
leads the formulation of risk management policies and methodologies aligned with our strategy. The 
CRO, who is primarily responsible for the overall management of the BPI Group’s total risk, ensures 
that risks are rationally undertaken, within the risk appetite, and commensurate to returns on capital. 
The CRO also supports the RMC by recommending risk management policies and methodologies. With 
this process, the CRO promotes an enterprise-wide risk management awareness, learning and 
appreciation. 
 
We are exposed to interest rate risk on unfavorable changes in the interest rate curves, which would 
have adverse effects on the BPI Capital’s earnings and its economic value of equity. Interest rate risk 
exposure arising from the core banking activities is measured by (a) earnings-at-risk (“EaR”), or the 
potential deterioration in net interest income over the next 12 months, and (b) balance sheet value-at- 
risk (“BSVaR”), or the impact on the economic value of the future cash flows in the banking book due 
to changes in interest rates. The interest rate gap model is measured based on the re-pricing schedule 
of the balance sheet accounts. For instance, the held-to-collect and available-for-sale securities in the 
banking book of BPI Capital are the subject to interest rate risk movement.  
 
We ensure adequate liquidity levels at all times and contingency plans are in place in the event of 
liquidity stress. A Liquidity Contingency Funding Plan Testing (“LCFP Testing”) is done periodically at 
least once a year, or as deemed necessary by the BPI Capital Treasurer in coordination with the Risk 
Officer, to establish awareness and preparedness among personnel. LCFP Testing aims to test 
effectivity of the company’s liquidity sources and alternatives in order to refine assumptions, policies 
and procedures to make the funding plan implementable and relevant. 
 
We continuously improve our liquidity and re-pricing gap models through improvements in model 
assumptions. Under assumed severe market stress scenarios, our CAR and CET1 are well above the 
minimum regulatory requirements.   

 
d. AML governance and culture, and description of the overall Money Laundering (ML) / Terrorist 

Financing (TF) risk management framework 
 
Prevention of financial crimes is a top priority of BPI, not only because they pose a significant threat to 
our reputation, but because they weaken the integrity of the global financial system. Our Compliance 
Office extends its ambit beyond the Bank, its policies, and its employees to ensure that our clients also 
act within the law and do not use the Bank for illegal activities. 
 
BPI Capital adopts a comprehensive and risk-based Money Laundering and Terrorist Financing 
Prevention Program (MLPP) that ensures consistent and effective compliance with the BSP Circular 
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950, the AMLA, as amended, and its Revised Implementing Rules and Regulations (RIRRs), and with 
all internal policies related to anti-money laundering. These are geared toward the promotion of high 
ethical and professional standards and the prevention of the Company, and its employees from being 
used for money laundering and terrorist financing. It consists of conscientious customer due diligence 
and know-your-customer (KYC) processes; technology and tools to identify and detect financial 
transactions of a suspicious nature; and monitoring, periodic review, and timely reporting of anti-money 
laundering-combating the financing of terrorism (AML-CFT) events to management.  
 
We constantly review our program to ensure compliance with the latest legislative and regulatory 
developments. To promote awareness, knowledge and understanding of AML concepts, principles and 
requirements, all employees attend in-house or external training programs. 
 

Description BPI Capital Response 

Credit Risk   

It is the risk to earnings arising from 
the obligor’s, customer’s, or 
counterparty’s failure to perform or to 
meet the contractual obligation in 
accordance with agreed terms.  

Under the organizational structure of BPI Capital, the 
management of credit risk is handled by the business line 
management and personnel. 
 
We conduct prior due diligence whenever a strategic investment 
proposal is prepared to determine financial suitability, risk 
exposure, viability and profitability.  
 
We measure our credit risk exposures in terms of regulatory 
capital requirement using the standardized approach in 
compliance with Basel and BSP Standards on minimum capital 
requirements. Using this method, our credit exposures to 
sovereigns, corporates and banks are risk-weighted to reflect 
credit assessment from eligible rating agencies. 
 
We continuously enhance our credit policies and guidelines and 
align regulatory changes to enable robust analysis of the loan 
portfolio while delivering timely and accurate reporting of the 
Company’s loan structures, credit concentrations, and other risk 
data analytics.  

Market Risk   

This risk to earnings or capital arises 
from adverse movements in factors 
that affect market value of the financial 
assets.  

Under the Market Risk Management unit, the Risk Officer 
employs various risk metrics commensurate to the size and 
sophistication of business operations, which guide the Company 
to effectively manage the risks arising from position-taking 
strategies balanced by the Board’s overall risk appetite. 
 
We closely monitor the risk exposures of both trading and non-
trading portfolios. Assets in both on- and off-balance sheet 
trading portfolios are marked-to-market and the resulting gains 
and losses are recognized through profit or loss. Market risk 
exposures from these portfolios are measured by using the 
historical simulation value at-at-risk model complemented by 
several risk metrics such as Stop Loss and DV01. 

Interest Rate Risk in the Banking Book   

This risk type is inherent to our 
business operations, as movements in 
interest rates expose us to adverse 
shifts in the level of net interest 
income and could impair the 

We are exposed to interest rate risk on unfavorable changes in 
the interest rate curves, which would have adverse effects on 
the BPI Capital’s earnings and its economic value of equity. 
Interest rate risk exposure arising from the core banking 
activities is measured by (a) earnings-at-risk (EaR), or the 
potential deterioration in net interest income over the next 12 
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underlying values of its assets and 
liabilities.  

months, and (b) balance sheet value-at- risk (BSVaR), or the 
impact on the economic value of the future cash flows in the 
banking book due to changes in interest rates. The interest rate 
gap model is measured based on the re-pricing schedule of the 
balance sheet accounts. For instance, the held-to-collect and 
available-for-sale securities in the banking book of BPI Capital 
are the subject to interest rate risk movement.  

Liquidity Risk   

This is a potential risk arising from 
inability to meets the financial 
obligation to a client or counterparty 
on a timely payment or only being able 
to meet these obligations at excessive 
costs or losses.  
 
The inability to manage unplanned 
decreases or changes in funding 
sources.  
 
Arises from failure to recognize or 
address changes in market conditions 
that affect the ability to liquidate 
assets quickly  and with minimal loss 
in value. 

We ensure adequate liquidity levels at all times and contingency 
plans are in place in the event of liquidity stress. A Liquidity 
Contingency Funding Plan Testing (LCFP Testing) is done 
periodically at least once year, or as deemed necessary by the 
BPI Capital Treasurer in coordination with the Risk Officer, to 
establish awareness and preparedness among personnel. 
 
We continuously improve our liquidity and repricing gap models 
through improvements in model assumptions. Under assumed 
severe market stress scenarios, our CAR and CET1 are well 
above the minimum regulatory requirements. 

Operational and IT Risk   

This is the loss resulting from 
inadequate or failed internal 
processes, people, and systems or 
from external events. This includes 
people and process risks, information 
security, technology and physical 
security risks, compliance and 
regulatory risks, legal and tax risks, 
and reputation risks amongst others. 

Concurrent with BPI’s Operational and Information Technology 
Risk Management unit, BPI Capital monitors risks arising from 
inadequate or failed internal processes, people, and systems or 
from external fortuitous events that disrupt the business.  
 
Our Business Risk Officer (BRO) is responsible to the Risk 
Management Office (RMO) for promoting a sound risk 
management culture, implementing risk management best 
practices as determined by the RMO, and ensuring timely 
submission of operational, IT and other risk reports. 
 
We monitor key risk indicators (KRI), and oversee the 
thoroughness of the Company’ risk and control self-
assessments, loss event management processes, and 
operational risk management awareness and appreciation 
programs.  
 
Our exposure to operational risks are identified, assessed, and 
monitored as an integral part of the risk assessment processes. 
We currently use the Basel regulatory basic indicator approach 
to quantify operational risk-weighted assets by using the 
historical total annual gross income as the main measure of risk.      

 
 

VI. Corporate Governance 
 

a. Overall corporate governance structure and practices 
 
The Board of Directors and stockholders, Management, and employees of BPI Capital Corporation 
believe that sound and effective corporate governance is the cornerstone of BPI Capital’s strength and 
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long-term existence. It subscribes to a philosophy of adhering to honesty, integrity and professionalism 
in the conduct of its business, exercising prudence in arriving at decisions, enforcing internal discipline 
and a system of checks and balances in its operating processes, and providing transparency to its 
various publics regarding basic management policies and practices, major business strategies and 
decisions, and its operating results.   
 
The Board of Directors is ultimately responsible in ensuring that consumer protection practices are 
embedded in BPI Capital’s various business operations. The Board and Senior Management are 
responsible for the development of BPI Capital’s consumer protection strategy and establishment of an 
effective oversight over BPI Capital’s consumer protection programs. In their respective capacities, they 
shall have further responsibilities as follows: 
 
Board of Directors 
 

1. Approving BPI Capital’s consumer protection policies as well as the mechanism to ensure 

compliance with said policies, including policies and mechanisms related to the consumer 

assistance management process; 

 

2. Overseeing the implementation of, and compliance with, BPI Capital’s consumer protection 

policies by monitoring the performance of Senior Management in managing the day-to-day 

consumer protection activities of BPI Capital; and 

 

3. Developing and maintaining a sound Consumer Protection Risk Management System 

(CPRMS) that is integrated into the overall framework for the entire product/service life cycle. 

The Board may delegate other duties and responsibilities to a board-level Committee or to a Senior 
Management but not the function of overseeing compliance with the prescribed consumer protection 
framework/policies. 
 
Senior Management 
 

1. Implementing the consumer protection policies approved by the Board; 

 

2. Managing BPI Capital’s day-to-day consumer protection activities; and 

 

3. Other duties and responsibilities delegated by the Board or its designated committee. 

 

b. Selection process for the Board and Senior Management 
 
As disclosed in the Manual of Corporate Governance, candidates for board membership may be 
recommended by shareholders to the Nominations Committee through the Office of the Corporate 
Secretary. Among other qualifications, candidates must be fit and proper for the position of director, 
taking into consideration integrity, 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 carry out responsibilities. Candidates 
recommended by shareholders are evaluated in the same manner as director candidates identified by 
any other means. The Committee itself may identify and recommend qualified individuals for nomination 
and election to the Board. 
 
Board members are elected by BPI stockholder who are entitled to one vote per share at the company’s 
Annual Stockholder’s Meeting, where votes may be cumulated as provided for in the Corporation Code. 
The nominees receiving the highest number of votes are declared elected and hold office for one year 
until their successors, qualified in accordance with the by-laws, are elected at the next Annual 
Stockholders Meeting.    
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c. Board's overall responsibility 
 
The Board of Directors (the Board) bears the primary responsibility for creating and enhancing the long-
term value of BPI Capital and ensuring that this objective is achieved in all its business activities.  It 
must ensure the Company’s ability to satisfy the needs of its customers, sustain its leadership and 
competitiveness, and uphold its reputation in order to maintain BPI Capital’s long-term success and 
viability as a business entity.  Its mandate consists of setting the strategic business directions of BPI 
Capital, appointing its senior executive officers, confirming its organizational structure, approving all 
major strategies and policies, overseeing all major risk-taking activities, monitoring the financial results, 
measuring and rewarding the performance of management, and generating a reasonable investment 
return to stockholders. It shall also provide an independent check on management. 
 
The charter of the Board of Directors articulates with specificity the governance and oversight 
responsibilities exercised by the directors and their roles and functions in the Company. The Board 
Charter is incorporated in our Manual of Corporate Governance. The Company’s updated and revised 
Manual of Corporate Governance was approved and adopted by our Board of Directors on June 21, 
2017. 
 
d. Description of the role and contribution of executive, non-executive and independent directors, 

and of the chairman of the Board 
 
The Board of Directors is ultimately responsible in ensuring that consumer protection practices are 
embedded in BPI Capital’s various business operations. The Board and Senior Management are 
responsible for the development of BPI Capital’s consumer protection strategy and establishment of an 
effective oversight over BPI Capital’s consumer protection programs. In their respective capacities, they 
shall have further responsibilities as follows: 
 
Chairman 
 
The Chairman of the Board, shall, when present, preside at all meetings of the Board and shall render 
advice and counsel to the President. He shall: 
 

1. Ensure that the meetings of the Board are held in accordance with the By-Laws of BPI 
Capital or as the Chairman may deem necessary; 
 

2. Supervise the preparation of the agenda of the meeting in coordination with the Corporate 
Secretary, taking into consideration the suggestions of the CEO, Management, and the 
directors; 

 
3. To provide leadership in the board of directors. The chairperson of the board shall ensure 

effective functioning of the board, including maintaining a relationship of trust with board 
members; 

 
4. Maintain qualitative and timely lines of communication and information between the Board 

and the Management; 
 

5. Exercise control over quality, quantity, and timeliness of the flow of information between the 
Management and the Board; 

 
6. Assist in ensuring compliance with the Corporation’s guidelines on corporate governance; 

and 
 

7. To ensure that the board takes an informed decision. The chairperson of the board shall 
ensure a sound decision-making process and he should encourage and promote critical 
discussions and ensure that dissenting views can be expressed and discussed within the 
decision-making process. 
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The Chairman shall have such other responsibilities as the Board of Directors may impose upon him. 

 
e. Board composition and qualification as of December 31, 2018 
 

# Member Board* Officer Shares 
% of 

Shares Nat. Years Served Age 

1 Cezar P. Consing C Chairman 1 0 Fil. 6 yrs. 59 

2 
Reginaldo Anthony B. 
Cariaso** M President 1 0 Fil. 1 yrs, 11 mos 51 

3 Gerardo C. Ablaza, Jr. M N/A 1 0 Fil. 1 yrs, 11 mos 65 

4 Jesse O. Ang I N/A 1 0 Fil. 10 mos 59 

5 Romeo L. Bernardo*** I N/A 1 0 Fil. 16 yrs, 7 mos 64 

6 Rebecca G. Fernando M N/A 1 0 Fil. 10 yrs, 1 mos 70 

7 Aurelio R. Montinola III M N/A 1 0 Fil. 12 yrs 67 

8 Mercedita S. Nolledo M N/A 1 0 Fil. 16 yrs 77 

9 Antonio Jose U. Periquet I N/A 1 0 Fil. 9 yrs 57 

 
* C = Chairman; M = Member; I = Independent Director 
** Replaced by Rhoda A. Huang on May 1, 2019 
*** Replaced by Ignacio R. Bunye on June 19, 2019 
 
The Board of Directors has nine (9) members who are elected by the stockholders entitled to vote at 
the annual meeting. Board membership is effective for one (1) year and until their successors are 
elected and qualified in accordance with the By-Laws of the corporation. 
 
To the extent practicable, the members of the board of directors shall be selected from a broad pool of 
qualified candidates. The position of Director of BPI Capital is a position of trust. A sufficient number of 
qualified non-executive members shall be elected to promote the independence of the board from the 
views of senior management.  For this purpose, non-executive members of the board of directors shall 
refer to those who are not part of the day-to-day management of banking operations and shall include 
the independent directors. 
 
In accordance with Securities and Exchange Commission (SEC) Memo Circular No. 6, Series 2009 on 
the Revised Code of Corporate Governance and BSP Circulars 749, 969, 970, 971, 972, BPI Capital 
shall conform to the legal requirement to have at least 1/3, but not less than two (2) members of the 
Board of Directors, who shall be independent directors. 
 
Our Board of Directors enjoys the trust and respect of the local and international business community. 
They are established professionals who provide perspective, objectivity, practical wisdom, and sound 
judgment in their oversight, recommendations and evaluation of bank operations and management. 
Imbued with public interest, qualifications for membership in our Board of Directors are dictated by our 
Amended By-laws, Manual of Corporate Governance, the Corporation Code, and relevant regulations 
of the Bangko Sentral ng Pilipinas and the Securities and Exchange Commission. 
 
Cezar P. Consing 
Filipino, 59 years old, Executive Director, has, since 2013, been President and Chief Executive Officer 
of Bank of the Philippine Islands (BPI), and a Senior Managing Director of Ayala Corporation, BPI’s 
controlling shareholder. He has been in the BPI Capital board since May 2013. 
 
He has served on BPI’s Board of Directors for 16 years (1995 - 2000, 2004 - 2007, 2010 - present), 
including 5 years representing J.P. Morgan & Co., then BPI’s second largest shareholder, and 3 years 
as an Independent Director.  Mr. Consing serves as Chairman of BPI’s thrift bank, investment bank, 
UK bank, property and casualty insurance, leasing, and rental subsidiaries, and Vice Chairman of the 
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BPI Foundation. He is also a board director of BPI’s life insurance, asset management, and 
microfinance subsidiaries. Mr. Consing is a member of BPI’s Executive Committee, and is Chairman of 
its Credit and Management Committees. 
Mr. Consing serves as Chairman of publicly listed National Reinsurance Corporation, President and 
board director of Bancnet, Inc., and LGU Guarantee Corporation, three industry consortium institutions 
where BPI is a minority shareholder.  
 
Outside his association with BPI, Mr. Consing serves as an Independent Director of publicly listed 
Jollibee Foods Corporation (2010 – Present). He presently also serves on the boards of four private 
companies: The Rohatyn Group, Sqreem Technologies, FILGIFTS.com and Endeavor Philippines. 
Previously, he also served as an Independent Director of Malaysia-based CIMB Group Holdings (2006 
- 2013) and First Gen Corporation (2005 - 2013), which is listed on the PSE.  He is also a board director 
of the US-Philippines Society and a trustee of the Manila Golf Club Foundation.  Mr. Consing has been 
a member of the Trilateral Commission since 2014. 
 
Mr. Consing first worked for BPI in Corporate Planning and Corporate Banking, from 1980 - 1985. He 
worked for J.P. Morgan & Co., based in Hong Kong and Singapore, from 1985 - 2004, rising to co-head 
and head the firm’s investment banking business in Asia Pacific from 1997 - 2004, and head J.P. 
Morgan Securities (Asia Pacific) Ltd. in the last five years as President of J.P. Morgan Securities (Asia 
Pacific) Ltd. As a senior Managing Director of J.P. Morgan, Mr. Consing was a member of the firm’s 
global investment banking management committee and its Asia Pacific management committee. Mr. 
Consing was a partner at The Rohatyn Group from 2004 - 2013, headed its Hong Kong office and its 
private investing business in Asia, and was a board director of its real estate, and energy and 
infrastructure private equity investing subsidiaries. 
 
Reginaldo Anthony B. Cariaso 
Filipino, 51, Non-Executive Director, became a member of the BPI Capital Board in June 2017. 
 
Mr. Cariaso joined BPI Capital in 2013 and is currently the Co-Head of Investment Banking and Chief 
Operating Officer.  He is also the Chairman of BPI Securities, the brokerage arm of the Bank of the 
Philippine Islands.  Mr. Cariaso serves on the board of several corporations and is a member of the 
board of directors of the Investment House Association of the Philippines (IHAP) and a member of the 
Capital Markets Development Committee of the Bankers Association of the Philippines (BAP).    
 
Prior to joining BPI Capital, Mr. Cariaso worked in investment banking for Nomura International and JP 
Morgan based in Hong Kong covering Asia ex-Japan.    
 
He has extensive experience originating and executing corporate advisory and capital markets 
transactions, in a variety of industries, including financial institutions, across Asia and the Philippines.  
Since joining BPI Capital, the firm has executed a number of landmark transactions in the Philippines 
including some of the largest debt capital markets deals, innovative project and structured financings 
and brought some of the most familiar names to the public equity markets, most recent of which is the 
Initial Public Offering of Pilipinas Shell Petroleum Corporation last 3 November 2016.  
 
Mr. Cariaso was a Lieutenant in the United States Navy and received a B.A. degree from the University 
of Pennsylvania.   
 
Gerardo C. Ablaza, Jr. 
Filipino, 65 years old, Non-Executive Director, was elected as Director of BPI Capital in June 2017.  
 
He is currently a Management Consultant at the Ayala Corporation and a member of the Board of 
Directors in publicly listed Manila Water Company, Inc., as well as other Ayala subsidiaries including 
AC Energy, AC Health, AC Infrastructures and Ayala Foundation. 
 
From 2010 to 2017, Mr. Ablaza was the President and CEO of Manila Water Company. He was 
responsible for overseeing the financial and operational growth within Manila Water’s service areas in 
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the Metro Manila East Zone and in its expansion areas.  From 1998 to April 2009, he was President 
and CEO of Globe Telecom, Inc. During this period, he took the company from being the fourth-ranked 
mobile services provider to the second-largest full-service telecom operator with a subscriber base of 
25 million in 2008.  
 
In 2004, Mr. Ablaza was recognized by CNBC as the Asia Business Leader of the Year, making him 
the first Filipino CEO to win the award. He was also awarded by Telecom Asia as the Best Asian 
Telecom CEO. In 2013, he was recognized for his consistent leadership and innovation across the 
banking, investment, telecommunications and utility service industries through the Citi Distinguished 
Alumni Award for Leadership and Ingenuity. He was the first Filipino to be awarded with such an honor. 
 
In June 2015, he became a member of the International Advisory Panel of the Institute for Water Policy 
under the Lee Kuan Yew School of Public Policy in Singapore. In 2017, he became a member of the 
Board of Directors and Executive Committee of Advance Info Services, PLC based in Thailand.  
 
Mr. Ablaza graduated summa cum laude from the De La Salle University in 1974 with a degree in 
Liberal Arts, major in Mathematics (Honors Program). As one of the most accomplished graduates of 
his alma mater, he sits as a member of the Board of Trustees in various De La Salle schools in the 
country. 
 
Jesse O. Ang 
Filipino, 59 years old, Non-executive Director, has served as a member of the Board of Directors of 
BPI Capital since July 18, 2018. 
 
Mr. Ang is also an Independent Director at BPI Asset Management Corporation having assumed such 
position on June 29, 2018. 
 
Prior to joining BPI Capital, he was the Principal Investment Officer of the International Finance 
Corporation with over 18 years of experience at the IFC. 
 
He graduated with a B.S. Industrial Engineering degree from the University of the Philippines in 1981 
and an MBA from Wharton Business School in 1985. 
 
Romeo L. Bernardo 
Filipino, 64 years old, Independent Director, has served as a member of the Board of Directors of BPI 
Capital since October 2002.   
 
He is the Chairman of the Bank’s Nomination Committee and a member of the Personnel & 
Compensation, Related Party Transaction, and Risk Management Committees.  He also serves as 
Independent Director of BPI Capital Corporation, BPI/MS Insurance Corporation, BPI-Philam Life 
Assurance Corporation and BPI Asset Management and Trust Corporation. Mr. Bernardo also serves 
as an Independent Director of the following listed companies: Aboitiz Power Corporation, National 
Reinsurance Corporation of the Philippines, and RFM Corporation.  He is also a Non-Executive Director 
in publicly listed Globe Telecom, Inc. He is also Chairman of the Board of Directors (Independent) of 
Ayala Life Fixed-Income Fund; the Peso, Dollar, Euro, Growth, Money Market Bond Funds.  He also 
serves as a Board Director of Management Association of the Philippines and Finex Foundation. 
 
Mr. Bernardo is a former undersecretary of the Department of Finance and founded his consultancy 
practice, Lazaro Bernardo Tiu & Associates in 1997.  He has been advisor to various multilateral 
institutions such as the World Bank, International Finance Corporation, Asian Development Bank, and 
Japan International Cooperation Agency.  He has also worked with government institutions and the 
National Economic Development Authority (NEDA) in policy matters involving pension reform, capital 
markets reform, and fiscal and debt management.  
 
He is, likewise, a public advocate of good corporate and national governance and frequently writes on 
the subject in his capacity as Vice Chair and Co-Founder of the Foundation for Economic Freedom and 
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the Philippine Partner of GlobalSource Partners, Inc., a worldwide association of country-based experts 
providing insights on global emerging markets. 
 
Mr. Bernardo graduated with a B.S. Business Economics degree, magna cum laude, from the University 
of the Philippines in 1974. He obtained his M.A. Development Economics at Williams College, 
Williamstown, Massachusetts, graduating as valedictorian in 1977. 
 
Rebecca G. Fernando 
Filipino, 70 years old, Non-Executive Director, has served on the BPI Capital board since April 2009. 
  
Ms. Fernando is a member of the following Committees in BPI: Executive Committee, Related Party 
Transaction Committee and Retirement/Pension Committee.  She is also a member of the Board of 
Directors of BPI Capital Corporation, BPI Family Savings Bank, Inc., and BPI Asset Management and 
Trust Corporation. 
 
Ms. Fernando is the Financial Consultant and Member of the Finance Boards of The Roman Catholic 
Archbishop of Manila and of The Roman Catholic Archbishop of Antipolo.  
 
She graduated with a BSBA degree major in accounting from the University of the Philippines in 1970. 
She took further studies for an MBA at the University of the Philippines and attended an Executive 
Program on Transnational Business at the Pacific Asian Management Institute at the University of 
Hawaii.  She is a Certified Public Accountant. 
 
Aurelio R. Montinola III 
Filipino, 67 years old, Non-Executive Director, has been a member of the Board of Directors of BPI 
Capital since April 2007. 
 
Mr. Montinola also served as President and Chief Executive Officer of BPI for eight years from 2005 to 
2013, and BPI Family Savings Bank, Inc. for twelve years from 1992 to 2004. He is a member of the 
Bank’s Executive, Risk Management, Personnel & Compensation and Nomination Committees. 
 
Among the several BPI subsidiaries and affiliates, Mr. Montinola serves as member of the Board of 
Directors of the following: BPI Capital Corporation; BPI Direct BanKo, Inc.; BPI Family Savings Bank, 
Inc.; BPI/MS Insurance Corporation; and BPI-Philam Life Assurance Corporation. 
 
Mr. Montinola is the Chairman of the Board and Non-Executive Director of Far Eastern University and 
an Independent Director of Roxas and Company, both listed companies.  Since May 2017, he is also 
an Independent Director of Xeleb Technologies, Inc., a subsidiary of publicly listed Xurpas, Inc.  He is 
also Chairman of the Nicanor Reyes Educational Foundation Inc., Roosevelt Colleges, Inc., East Asia 
Computer Center Inc., Amon Trading Corporation, and the Kabang Kalikasan ng Pilipinas Foundation, 
Inc. He is also a member of the Board of Trustees of BPI Foundation Inc. and Philippine Business for 
Education Inc. where he sits as Vice-Chairman. 
 
Significant awards received by Mr. Montinola include Management Man of the Year 2012 (Management 
Association of the Philippines), Asian Banker Leadership Award (twice), and Legion d’Honneur 
(Chevalier) from the French Government.  He obtained his Bachelor of Science in Management 
Engineering Degree at the Ateneo de Manila University in 1973 and his MBA from the Harvard Business 
School in 1977. 
 
Mercedita S. Nolledo  
Filipino, 77 years old, Non-Executive Director, has been a member of the Board of Directors of BPI 
Capital since April 2003.  
 
She is the Chairman of the Bank’s Retirement & Pension Committees and a member of the Executive 
Committee and Corporate Governance Committee. Ms. Nolledo is also a Director in the following BPI 
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subsidiaries and affiliates: BPI Investment Management, Inc., where she sits as Chairman; BPI Family 
Savings Bank, Inc.; BPI Capital Corporation, and BPI Asset Management and Trust Corporation. 
 
Ms. Nolledo serves as a Non-Executive Director of publicly listed Xurpas, Inc.; and, since 2016, is an 
Independent Director of listed company D&L Industries, Inc. She is also a Director of the following 
companies: Ayala Land Commercial REIT, Inc., Michigan Holdings, Inc., and Anvaya Cove Beach and 
Nature Club, Inc. She is also a member of the Board of Trustees of the Ayala  Foundation, Inc. and BPI 
Foundation, Inc. as well as Vice-President of Sonoma Properties, Inc. She was previously also a 
member of the Board of Directors of Ayala Corporation from 2004 until September 2010.  
 
Ms. Nolledo graduated with the degree of Bachelor of Science in Business Administration major in 
Accounting (magna cum laude) from the University of the Philippines in 1960 and placed second at the 
Certified Public Accountant Licensure Board Examination administered in the same year.  In 1965, she 
obtained her Bachelor of Laws degree (cum laude) also from the University of the Philippines where 
she also placed second at the Bar Examination held in the same year. 
 
Antonio Jose U. Periquet  
Filipino, 57 years old, Independent Director, has been an independent member of the BPI Capital Board 
since May 2010.  
 
He is a member of the Bank’s Executive Committee. He is the Chairman/ Independent Director of BPI 
Asset Management and Trust Corporation and serves as an Independent Director of BPI Capital 
Corporation and BPI Family Savings Bank, Inc. Mr. Periquet is an Independent Director of the following 
publicly listed companies: ABS-CBN Corporation; ABS-CBN Holdings; Ayala Corporation; DMCI 
Holdings, Inc.; Max’s Group of Companies; and Philippine Seven Corporation.  He is the Chairman of 
the Campden Hill Group, Inc. and Pacific Main Holdings and an Independent Director of Albizia ASEAN 
Tenggara Fund. He is a member of the Board of Trustees of Lyceum University of the Philippines and 
a member of the Dean’s Global Advisory Council at the University of Virginia’s Darden School of 
Business.  
 
Mr. Periquet graduated from the Ateneo de Manila University with an AB Economics degree in 1982.  
He also holds a Master of Science degree in Economics from Oxford University and an MBA from the 
University of Virginia. 
 
f. List of board-level committees 
 
Audit Committee 
 
The Audit Committee monitors and evaluates the adequacy and effectiveness of the Company’s 
internal control system, including financial reporting control and information technology security. This 
committee provides oversight on the overall management of operating risks, financial reporting and 
control, internal audit department and external auditors, quality of compliance with the Corporate 
Governance Manual and reviews conducted by the Bangko Sentral ng Pilipinas. 
 
Chairman: Romeo L. Bernardo 
Members: Rebecca G. Fernando, Jesse O. Ang 
 
Risk Management Committee 
 
The Risk Management Committee oversees and manages the Company’s exposures to financial and 
non-financial risks and monitors the regulatory and internal capital adequacy vis-a-vis these exposures 
to risks. The committee nurtures a culture of risk management across the entity and implements and 
oversees the company's risk management program to assist the Board in fulfilling its responsibilities 
relating to the management of risks.  
 
Chairman: Antonio Jose U. Periquet  
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Members: Romeo L. Bernardo , Mercedita S. Nolledo 
 
Nomination Committee 
 
The Nominations Committee ensures that the Board of Directors is made up of individuals of proven 
integrity and competence, and that each possesses the ability to resolve to effectively oversee the 
Company in his capacity as board member and member in their respective board committee. This 
Committee also reviews and evaluates the qualifications of all persons nominated to the Board. 
 
Chairman: Cezar P. Consing 
Members: Romeo L. Bernardo, Aurelio R. Montinolla, III 
 
Personnel and Compensation Committee 
 
The Personnel and Compensation Committee directs and ensures the development and 
implementation of long-term strategies and plans for the Company’s human resources, in alignment 
with the Board’s vision for the organization. 
 
Chairman: Cezar P. Consing 
Members: Romeo L. Bernardo, Aurelio R. Montinolla, III 
 
g. Directors' attendance at Board and committee meetings as of December 31, 2018 
 

# Director 
Board of 
Directors 

Audit 
Committee 

Risk 
Management 
Committee 

Personnel and 
Compensation 

Committee 
Nominations 
Committee 

1 Gerardo C. Ablaza, Jr. 85% N/A N/A N/A N/A 

2 Jesse O. Ang* 83% 100% N/A N/A N/A 

3 Romeo L. Bernardo 100% 100% 100% 100% 100% 

4 
Reginaldo Anthony B. 
Cariaso 100% N/A N/A N/A N/A 

5 Cezar P. Consing 100% N/A N/A 100% 100% 

6 Rebecca G. Fernando 100% 100% N/A N/A N/A 

7 Aurelio R. Montinola III 92% N/A N/A 100% 100% 

8 Mercedita S. Nolledo 100% N/A 100% N/A N/A 

9 Simon R. Paterno** 100% N/A N/A N/A N/A 

10 Antonio Jose U. Periquet*** 100% 100% 100% N/A N/A 

 
* Effective July 18, 2018 
** Board member until July 17, 2018 
*** Audit committee member until July 17, 2018 
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h. List of Executive Officers/Senior Management as of December 31, 2018 
 

List of Executive Officers / Senior Management 

Reginaldo Anthony B. Cariaso* President 

Rhoda A. Huang Head of Advisory and Equity Capital Markets 

Franciso Javier P. Bonoan Head of Structured Finance & Debt Capital Markets 

Marie Natalie J. Collado Head of Execution 

Jenny C. Guevara Head of  Sales 

Francis L. Jardeleza Execution Team Head 

George S. Uy-Tioco Jr. Head of Mergers and Acquisitions 

* Replaced by Rhoda A. Huang on May 1, 2019 
 
i. Orientation and Education Program 
 
The Bank has in place a formal board and director development program. For new directors, there is a 
deliberate, systematic and rapid familiarization with the organization and the operations of the board, 
Articles of Incorporation and Amended By-Laws, Manual of Corporate Governance, Board Charter, as 
well as the Code of Conduct, standards of Conflict of Interest and policies on Insider Trading, 
Whistleblowing, Data Privacy, and Related Party Transactions. The Bank, through its various units, 
also provides continuing director education in relation to current developments; these include regulatory 
initiatives like Data Privacy, the Anti-Money Laundering and Terrorist Financing Prevention Program, 
Foreign Account Tax Compliance Act, Securities Regulations Code, SEC memorandum circulars, and 
BSP regulations, among others. In 2018, all of the Bank’s directors underwent the requisite corporate 
governance seminar provided by an SEC- or Bangko Sentral-accredited institution. 
 
j. Retirement and Succession Policy 
 
The Board, through its Personnel and Compensation Committee, manages the talent pipeline and 
assembles the required personnel capable of navigating changes. In consultation with the President, 
the Committee reviews the Company’s talent development process for proper management. Senior 
management provides a report to the committee on the results of its talent and performance review 
process for key management positions and other high-potential individuals. The review process 
identifies opportunities, performance gaps and proactive measures in the Company’s succession 
planning aside from ensuring that there is sufficient pool of qualified internal candidates to fill senior 
leadership positions. 
 
The retirement policy is anchored with the BPI/Bank Retirement Policy.  The Bank set a retirement age 
for directors at 80 years old. In specific cases, the Board, in mutual agreement with the director, may 
opt to postpone said director’s retirement in accordance with the conditions set in the bank’s policy. 
The term limit for independent directors is maximum of nine (9) years. After serving as ID got nine (9) 
years, the ID shall be perpetually barred from being elected as such in BPI Capital, but may continue 
to serve as a regular director, without prejudice to being elected as ID in other companies outside the 
business conglomerate, where applicable, under same conditions as provided for in the Circular. 
Reckoning of the cumulative nine-year term is from 2012.   
 
Retirement of senior management is done with the requisite succession planning and in accordance 
with the Bank’s policies and implementing guidelines of its retirements plan for all employees, the 
Bank’s Amended by-Laws, Labor Code and the Corporation Code of the Philippines. Currently, the 
retirement age for employees of the Bank is set at 60 years of age. 
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k. Remuneration Policy 
 
Our remuneration decisions for the Board and senior management are aligned with the risk incentives 
and support sustainable, long-term value creation. Anchored with BPI’s Personnel and Compensation 
Committee, it recommends to the Board the fees and other compensation for directors, ensuring that 
compensation fairly remunerates directors for work required in the Company. As provided by our 
Amended By-laws, each director is entitled to receive fees and other compensation for his services as 
director. The Board has the sole authority to determine the amount, form and structure of the fees and 
other compensation of the directors. Board members receive per diems for each occasion of attendance 
at meetings of the Board or of a board committee. Board members with executive responsibilities within 
the BPI Group are compensated as full-time officers of the company, not as Executive Directors or 
Non-Executive Directors. 
 

In 2018, BPI Capital’s Board of Directors received a total of Php 2,412,352 as remuneration for the 

services rendered by them to the Company. 
  
The Personnel and Compensation Committee annually reviews and approves base salary, incentive 
compensation for senior management, board of directors, and key officers and recommend appropriate 
remuneration package to the Board for approval that enables the institution to attract and keep superior 
human talent in its fold. 
 
l. Self-Assessment Function and Performance Assessment Program 
 
The Board annually conducts a self-assessment to ascertain the alignment of leadership fundamentals 
and issues, and to validate and affirm the Board’s appreciation of its roles and responsibilities. The self-
assessment also aims to measure the performance of the board by what it delivers, how it meets its 
responsibilities to the Company’s stakeholders, and how it addresses issues that impact the Board’s 
ability to effectively fulfill its fiduciary duties. 
 
Using a standard evaluation method of self-assessment and feedback review, performance is assessed 
across four levels: the Board as a body, Board Committees, individual directors, and President and 
CEO. 
 
The Personnel and Compensation Committee (PerCom) oversees the performance evaluation process 
within the company, which includes the annual review and approval of the corporate goals, strategic 
objectives and standards relevant to CEO, senior management, and other key officers. 
 
The compliance System of BPI Capital is basically a two-tiered system. The primary level is achieved 
through self-regulation within each division by consciously abiding by provisions of Corporate 
Governance Manual, adhering to company policies and BPI Capital Corp’s code of conduct. 
 
The secondary level is conducted through the audit function which is performed by the Internal Audit 
Division and the Compliance Office as well as the external auditors appointed by the Board. The 
compliance review in turn, are reviewed and evaluated by the Audit Committee of the Board of Directors 
The compliance office oversees the implementation of BPI Capital’s compliance programs which take 
into account the applicable rules and regulations and business risks that may arise due to non-
compliance. Through regulatory and self-assessment compliance matrices, compliance measures are 
formulated in order to help mitigate identified business risks and tested to ensure effectiveness.  
 
Internal audit is an integral part of the Bank’s internal control system.  Internal audit helps ensure that 
key risk areas are properly identified and proactively managed through appropriate internal control 
policies that are fully disseminated and through appropriate and effective risk measurement, monitoring 
and control systems. 
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m. Related Party Transactions Policy 
 
This policy guards against internal conflicts of interest between the company and/or its group and their 
directors, officers and significant shareholders and ensures that transactions such as loans and 
advances, deposit arrangement, trading of government securities and commercial papers, sale of 
assets, lease of bank premises, investment advisory/management, service arrangements and 
advances for operating expenses are made in the normal course of banking activities with terms and 
conditions that are generally comparable to those offered to non-related parties or to similar 
transactions in the market. 
 
Vetting transactions is done by the board-level Related Party Transaction Committee (RPTC). The 
management of BPI Capital submit for vetting all its related party transactions to BPI’s RPT Committee 
instead of setting a threshold amount of significant transactions. The management has taken the more 
conservative and prudent approach and has decided to do such considering the sensitive nature of the 
transactions and limited number thereof. 
 
n. Dividend Policy 
 
BPI Capital’s dividend policy is to declare cash dividends to its common stockholders on a regular basis 
as may be determined by its Board of Directors. 
 
o. Corporate Social Responsibility Initiatives 

 
The brilliance of our future greatly depends on the vigor at which we invest in our world now. BPI Capital 
has a proven track record in delivering the best financial solutions to support those who promote 
economic growth and development. In the same light, we commit ourselves to extend the same level 
of care and diligence in supporting our communities. 
 
2017 saw the beginning of our partnership with Dynamic Teen Company (DTC), a youth-oriented non-
profit organization that is geared towards guiding the out-of-school and disadvantaged youth of the 
country and bringing them out of the streets and into the classrooms. DTC is headed by 2009 CNN 
Hero of the Year Efren Peñaflorida, whose passion is driven by his mission to renew the Filipino youth’s 
love for learning. 
 
In continued support of the goal to make education accessible for the underprivileged Filipino youth, 
BPI Capital joined DTC’s Learners’ Educational Aid Program (LEAP) in Cavite City last September 22, 
2018. Volunteers from various BPI Capital groups spent the day with 40 DTC students between grades 
1 to 10. Their enthusiasm and eagerness to learn were very evident during the LEAP sessions, wherein 
topics in English, Math, and Science were covered. During the day, the volunteers came to teach, sing, 
play, and interact with the DTC students and teachers. As a parting gift, BPI Capital gave each student 
a bag of school supplies to further encourage them on their on-going pursuit for education. 
 
It is not difficult to be moved after having had the chance to spend a day with these children. The 
children exhibited ingenuity and intellect during the sessions that the volunteers had with them. While 
these children have looked to their teachers for knowledge, we cannot help but look to them for 
inspiration. They showed us that they will not let their circumstances hinder their journey towards a 
better life. The fire of our country’s future continues to burn bright because of the dedication that the 
youth is giving for their future. 
 
Our role in the investment banking space is critical in furthering our nation’s economic advancement. 
And with this experience, we at BPI Capital also recognize that our duty to touch the lives of Filipinos 
is just as important. 
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p. Consumer Protection Practices 
 
Financial consumers play an essential role in creating a strong and stable financial system. It is 
therefore necessary for BPI Capital to establish an environment that empowers financial consumers to 
make informed financial decisions, protects their rights in all stages of their transactions with BPI 
Capital, and provides them an avenue to express their grievances regarding BPI Capital’s products and 
services. 
 
BPI Capital shall establish and keep updated a financial consumer protection governance structure that 
aims to establish a business environment that protects the interests of financial consumers and to 
create an institutional culture of fair and responsible treatment of customers through good governance 
exercised by the Board and governing bodies, and reinforced by the various functions that own, 
manage, oversee, or provide independent assurance over consumer protection activities. 
 
Consumer Protection Risk Management System 
 
BPI Capital has a formal and written Consumer Protection Compliance Program that is part of the 
overall compliance system and in accordance with the Revised Compliance Framework for Banks 
under the guidelines of the BSP. 
 
Under the Board of Directors and Senior Management Oversight, the Board and the Senior 
Management are responsible for the following: 

1. Periodically review of the effectiveness of the CPRMS; 
2. Ensure sufficient resources are allocated to the program; and  
3. Ensure that the weaknesses of the CPRMS are addressed and corrective actions are taken in 

a timely manner. 
 
BPI Capital has established Board-approved consumer protection policies and procedures in place to 
ensure consumer protection practices are embedded in BPI Capital’s business operations. These 
policies and procedures are prepared, reviewed, approved, published, disseminated, and updated in 
accordance with BPI Capital’s policy on Approval of Required Manuals. 
 
The consumer protection practices, adherence to internal policies and procedures, and compliance 
with existing laws, rules, and regulations are subject to periodic internal review by the BPI Internal Audit 
Group in accordance with an approved Consumer Protection Audit Guide. Results of the review and 
recommendations are reported to the Board’s Audit Committee. 
 
BPI Capital exercises full disclosure and utmost transparency by ensuring that consumers have a 
reasonable holistic understanding of BPI Capital’s financial products and services, providing customers 
with ready access to key information (i.e. information regarding a product’s or service’s nature and 
structure, terms and conditions, and fundamental benefits and risks), and disclosing any conflict of 
interest throughout the product/service life cycle. 
 
BPI Capital has a customer assistance/feedback facility in its various channels where financial 
consumers may express their complaints, requests, or inquiries. This includes the designated BPI 
Capital Customer Assistance Officers (“CAO”s). BPI Capital also ensures that financial customers are 
aware of the available channels, how to lodge concerns (e.g. centralized web portal, walk-in or personal 
visit, letter, e-mail, telephone, and facsimile), and where to lodge them (e.g. BPI Capital premises and 
websites). 
 
To further ensure that we are more than able to address our customers’ needs and concerns, the BPI 
Human Resources Department has established a Customer Protection Training Program to provide 
continuing education about Consumer Protection laws, rules, and regulations, as well as related 
policies and procedures to all relevant personnel, especially those whose roles and responsibilities 
involve customer interface. 
 



BPI Capital 2018 Annual Report | 24  
 

Complaints, requests, and inquiries from financial consumers are received, acknowledged, 
investigated, and resolved in accordance with BPI Capital’s process on handling customer complaints, 
requests, and inquiries. 
 

VII. Corporate Information 
 

a. Organizational structure 
 
The following is an overview of the Company’s principal activities and its functional organization (as of 
December 31, 2018): 

 

b. List of majority stockholders 
 
BPI Capital is 100% owned by Bank of the Philippine Islands 
 
c. List and description of products and services offered 
 
See I.c – Business Model 
 
d. Website 
 
https://www.bpiexpressonline.com/p/0/132/about-bpi-capital-corporation 
 
e. List of branches/units 
None. 

 
VIII. Audited Financial Statements 

 
See attached Annex A – Audited Financial Statements 
 

IX. Compliance with Appendix Q-46 of the MORBNBFI 
a. Capital Structure and Adequacy 
 



BPI Capital 2018 Annual Report | 25  
 

The Company’s qualifying capital for the year’s ended 2018 and 2017 were P3,418 million and P3,115  
million, respectively. The Company’s total qualifying capital for and 2017 were largely composed of 
CET1 capital and Tier 1 at 99% and comprised 100% for 2018. 
 
The table below shows the composition of the Company’s capital structure and total qualifying capital. 
 
 

  31-Dec-18 31-Dec-17 

Capital Structure 
(Php Mn) 

CET1 / 
Tier 1 Tier 2 Total 

CET1 / 
Tier 1 Tier 2 Total 

Core Capital   4,078.53             -      4,078.53    3,839.71          0.58    3,840.29  

Paid-up common 
stock 

     506.44             -         506.44       506.43             -         506.43  

Additional paid-in 
capital 

     260.36             -         260.36       260.36             -         260.36  

Retained earnings   2,939.80             -      2,939.80    2,320.45             -      2,320.45  

Undivided profits      438.10             -         438.10       619.96   -       619.96  

Net unrealized gains 
or losses on AFS 
securities 

     (75.62)            -         (75.62)      126.47             -         126.47  

Remeasurements of 
Net Defined Benefit 
Liability 

        9.45             -            9.45          6.04             -            6.04  

General loan loss 
provision 

           -               -               -     -          0.58          0.58  

Regulatory 
Adjustments 

     660.88             -         660.88       724.63   -       724.63  

Deferred tax assets       56.61             -          56.61        27.39   -        27.39  

Defined benefit 
pension fund 

      30.30             -          30.30        20.95   -        20.95  

Investment in equity 
of unconsolidated 
subsidiary securities 
dealer/brokers and 
insurance companies 

     573.98             -         573.98       676.29   -       676.29  

TOTAL 
QUALIFYING 
CAPITAL 

  3,417.65             -      3,417.65    3,115.08          0.58    3,115.66  

% to Total 100.00% 0.00% 100% 99.98% 0.02% 100% 
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b. Risk Exposure and Assessments 
 
Credit Risk Weighted Assets 
 
Using the Basel regulatory standardized approach, out total credit risk-weighted assets as of end-2018 
amounted to P1,120 million. The table below presents the Company’s credit risk-weighted assets for 
the year 2018 and 2017: 

 

Credit RWAs 
(Php Mn) 

Amount 

2018 2017 

Total RWA (On-balance sheet) 
   

1,117.79  
    

730.55  

Total RWA (Off-balance sheet)             -               -    

Total counterparty RWA (banking book)             -               -    

Total counterparty RWA (trading book) 
         

2.98  
           -    

Total risk-weighted amount of credit linked 
notes 

            -               -    

Total risk-weighted securitization 
exposures 

            -               -    

Total Gross Risk Weighted Assets 
   

1,120.77  
    

730.55  

General Loan Loss Provisions             -               -    

Unbooked valuation reserves and other 
capital adjustments 

            -               -    

Total Deductions             -               -    

TOTAL CREDIT RWA 
   

1,120.77  
    

730.55  

 
Market Risk Weighted Assets 
 
In terms of capital usage using the Basel standardized approach, total market risk-weighted assets 
stood at P682 million as of end-2018, of which equity exposures accounted for more than half, followed 
by foreign exposures and interest rate exposures, respectively. The significant decrease of the interest 
rate exposure was due on the reclassification of debt instruments from held-to-maturity and now 
measured at amortized cost. 
 
The table below presents the Company’s market risk-weighted assets for the year 2018 and 2017: 
 

Market RWAs (Php Mn) 

Amount 

2018 2017 

Interest rate exposures 
         

8.37  
     

319.96  

Equity exposures 
      

485.47  
     

672.01  

Foreign exchange exposures 
      

188.32  
     

102.80  

TOTAL MARKET RWA 
      

682.17  
   

1,094.77  
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Operational Risk Weighted Assets 

 
We currently use the Basel regulatory basic indicator approach to quantify operational risk-weighted 
assets, by using the historical total annual gross income as the main measure of risk. In 2018, the 
Company’s total operational risk-weighted assets stood at P2,028 million. 
 
The table below presents the Company’s operational risk-weighted assets for the year 2018 and 2017: 
 

Operational RWAs (Php Mn) 

Amount 

2018 2017 

Gross income 
   

1,115.57  
   

1,213.69  

Capital requirement 
      

167.34  
     

182.05  

Average capital requirement 
      

162.28  
     

176.55  

Adjusted capital charge 
      

202.85  
     

220.69  

TOTAL OPERATIONAL RWA 
   

2,028.52  
   

2,206.91  

 
c. Summary of Financial Performance 

 

  Consolidated Solo 

(in P Millions) 2018 2017 2018 2017 

CET1 Capital  3,980.88   3,783.34   3,417.65   3,115.08  

Tier 2 Capital           -           0.58            -           0.58  

Total Qualifying Capital  3,980.88   3,783.92   3,417.65   3,115.66  

     Total Credit Risk Weighted Assets  2,171.98   2,308.30   1,120.77      730.56  

     Total Market Risk Weighted Assets     682.95   1,094.95      682.17   1,094.77  

     Total Operational Risk Weighted Assets  2,501.83   2,650.57   2,028.52   2,206.91  

Total Risk Weighted Assets  5,356.76   6,053.82   3,831.45   4,032.24  

CET1 Ratio 74.32% 62.50% 89.20% 77.25% 

Capital Conservation Buffer 68.32% 56.50% 83.20% 71.25% 

Tier 1 Capital Ratio 74.32% 62.50% 89.20% 77.25% 

Total Capital Adequacy Ratio 74.32% 62.50% 89.20% 77.27% 

 
The Company ensures compliance with regulatory and internal minimum capital adequacy requirements, 
referred to as the Company’s internal minimum CAR, or IMCAR, and the CAR management action trigger, 
or CARMAT, which incorporate the company’s internal capital buffers and limit triggers, and captures risks 
beyond Pillar 1 (credit, market, and operational). 
 
Total qualifying capital increased by P262 million or 8% from 2017’s P3,156 million. Capital adequacy ratio, 
using Basel III measures, ended at 89.20%, with CET 1 at 89.20%. The CAR and CET 1 remained above 
the regulatory requirement. 
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AUDITED FINANCIAL STATEMENTS 
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