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1. ABOUT US 

In 1965, Retired Naval Captain Jose P. Castillo and his wife 

purchased a citrus plantation in Sta. Lucia, Bagabag, Nueva Vizcaya, 

and a lot in Diadi, Nueva Vizcaya. Needing more capital with which 

to develop these landholdings, Capt. Castillo thought of borrowing 

from a bank, with the titles of the lots as collateral. 

 
Capt. Castillo found out the nearest bank was 20 kilometers away in Bayombong. No 

bank, government-owned, or private lending company, could be found in northern Nueva 

Vizcaya, from Solano to Maddela. 

 
“Why don’t you put up one?” was the challenge presented to him. 

 
Capt. Castillo urged some close relatives and acquaintances to help him establish a rural 

bank. 

 
The Rural Bank of Bagabag (N.V.), Inc. was registered with the Securities and 

Exchange Commission (SEC) on July 29, 1968, and started its operation on August 24, 

1968, with the primary aim of promoting countryside development through the 

extension of credit and other banking services. 

 
The rural bank remained steadfast; an edifice anchored on solid foundation. It expanded 

its services and four branches were established in Lamut (1994) and Alfonso Lista 

(1998), in the Ifugao Province, and in Diadi (2007) and Villaverde (2009), in Nueva 

Vizcaya. 

 
RB Bagabag is known for its financial strength and providing excellent banking services 

through innovation and technology to achieve total customer satisfaction. Approachable 

staff ensure that customer transactions are delivered without delays, while adhering to 

the existing policies and procedures. Up-to-date technology and equipment add to the 

improved processes thereby contributing to customer satisfaction. 

 
On August 24, 2018, RB Bagabag celebrated its 50th Year-Golden Anniversary of its 

operation. Inspired by the motto Your Progress, Our Success, the bank renews its 

commitment to its clients and to the public that it will continue to uphold its legacy of 

working for the improvement and development of the countryside by offering consistent 

quality and excellent financial and banking services. 
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2. ISION, MISSION, AND CORE VALUES 

 
Vision 
To be the most trusted rural bank that provides quality financial services in the province 

and in neighboring regions 

 

Mission Statement 
We are a trusted rural bank who help our clients in countryside communities to achieve 

financial stability. We balance heart for service and adherence to sound business 

practices and established laws. 

 

Core Values 
Our values are exemplified in the word SERVICE: 

 
S-ervice-oriented 

E-xcellence 

R-espect 

V-ision-driven 

I-ntegrity 

C-ompassion 

E-xtra Mile 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Your Progress, Our Success 
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3. AN OVERVIEW OF PRODUCTS AND SERVICES 

 
Deposits 
Regular Savings 

Time Deposits 

 

Loans 

Agricultural Loans 

Business Loans 

Housing Loans 

Consumer/Personal Loans 

Back-to-Back Loan 

 

Other Services 
POS Banking (Diadi Branch) 

Western Union 

Cebuana 

Gcash & Maya (Cash-in) 

Sale of Assets Acquired 
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4. BUSINESS MODEL 

 
The Bank operates as a community-focused rural financial institution committed to 

promoting financial inclusion, countryside development, and sustainable banking growth. 

Our business model centers on responsible financial intermediation by mobilizing 

deposits and channeling these funds into productive lending activities that support 

individuals, farmers, entrepreneurs, and local businesses within our service areas. 

 
Through relationship-driven banking, prudent risk management, and continuing digital 

transformation initiatives, the Bank seeks to deliver sustainable value to its depositors, 

borrowers, shareholders, employees, regulators, and communities. 

 

How the Bank Creates Value 

 
1. Deposit Generation 

The Bank mobilizes deposits from retail customers, businesses, employees, farmers, and 

local institutions through regular savings and time deposit products. 

 
These deposits serve as the Bank’s primary source of funding and support liquidity 

management and lending operations. 

 
2. Lending Activities 

The Bank generates the majority of its revenues through interest income from loans 

extended to qualified borrowers. 

 
The Bank focuses on responsible lending practices while supporting economic activity in 

rural and semi-urban communities. 

 
Major Loan Segments 

 Agricultural Loans 
 Livelihood Financing 
 MSME / Business Loans 
 Housing Loans 
 Consumer Loans 

 
3. Fee-Based and Other Income 

In addition to lending operations, the Bank earns recurring revenues from service fees 

and treasury activities. 
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Sources of Other Income 
 Loan processing fees 

 Transaction fees 

 Investment income 

 Other banking service charges 

 
Customer Segments 

The Bank primarily serves: 

 Farmers and agricultural workers 

 Micro, Small, and Medium Enterprises (MSMEs) 

 Salaried employees 

 Overseas Filipino Workers (OFWs) and their families 

 Rural entrepreneurs 
 Teachers and government workers 
 Unbanked and underserved communities 

 
The Bank continues to support financial inclusion by extending accessible and practical 

banking services to customers traditionally underserved by larger financial institutions. 

 
Operational Framework 

The Bank’s operations are supported by the following key functions: 

 
Branch Banking Operations 

Customer servicing, deposit handling, loan servicing, and daily branch operations. 

 
Credit and Lending Operations 

Credit evaluation, loan approval, documentation, collection, and portfolio monitoring. 

 
Risk Management 

Management of credit, operational, liquidity, market, and information security. 

 
Compliance and Governance 

Adherence to regulatory requirements of the Bangko Sentral ng Pilipinas (BSP), Anti-

Money Laundering Council (AMLC), Credit Information Corporation (CIC), and other 

applicable regulations. 
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Key Resources 

The Bank’s ability to create sustainable value is supported by: 

 Dedicated employees and officers 

 Stable deposit base 

 Branch network and community presence 
 Core banking systems and digital infrastructure 

 Risk management and compliance framework 
 Strong customer relationships and institutional reputation 

 
Outlook 

The Bank remains optimistic about opportunities in countryside banking, MSME 

development, agricultural financing, and digital financial inclusion. 

 
Moving forward, the Bank aims to further strengthen its position as a trusted community 

financial institution by combining relationship-based banking with modern financial 

services, sound governance, and responsible growth. 
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Below is a diagram of the Bank’s business model in one photo. 
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1. PRESIDENT’S REPORT 

 
Welcome to our esteemed stockholders, members of the Board, and Management. 

 
I am honored to present the President’s Report covering the period January to December 

2025. 

 
The past year was a challenging yet formative year for the Bank—one that tested our 

resilience, sharpened our risk awareness, and pushed us to strengthen our internal 

foundations in preparation for the future. 

 
Financial Performance Overview 

The Bank recorded a net loss, primarily driven by the recognition of higher allowance for 

credit losses. While this impacted our bottom line, management believes that this was a 

necessary and prudent action to realistically reflect credit risks and to reinforce the 

Bank’s financial integrity. This proactive approach places us in a stronger position 

moving forward rather than deferring potential losses to future periods. 

 
On a positive note, Due from Other Banks posted an increasing trend, indicating 

improved liquidity positioning. In addition, the Bank maintained investments in securities 

amounting to ₱17 million, providing stable placements for excess funds while balancing 

liquidity, safety, and yield considerations. 

 
Deposit liabilities, while fluctuating throughout the year, ended higher compared to last 

year, reflecting continued depositor confidence despite heightened competition in the 

market. 

 
However, our loan portfolio declined, ending the year ₱112 million lower than the 

previous year. This contraction was largely a result of tighter credit standards, cautious 

loan approvals, and intensified competition—particularly from cooperatives offering 

aggressive pricing and faster turnaround times. 

 
Key Achievements and Internal Strengthening 

Despite these headwinds, 2025 was a year of significant internal progress. 

 
Among our key achievements was the development of a new performance appraisal 

system, designed to align individual accountability with institutional goals, reinforce 

performance culture, and support talent development across the organization. 
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We also implemented new and enhanced policies and procedures, strengthening 

governance, controls, and operational consistency. To ensure effective adoption, 

management conducted in-house seminars and walkthrough sessions, allowing 

employees to fully understand not only the “what”, but the “why” behind these policies. 

 
These initiatives reflect management’s commitment to building a stronger, more 

disciplined, and more compliant institution—one that is prepared to meet both regulatory 

expectations and competitive pressures. 

 
Challenges and Risk Management 

The operating environment has become increasingly competitive, with cooperatives and 

other financial institutions expanding aggressively within our markets. 

 
At the same time, the Bank continues to face credit quality challenges, which 

management is addressing through stricter credit evaluation, closer account monitoring, 

and more deliberate portfolio management. 

 
We also acknowledge that regulatory and compliance matters have become more 

demanding and, at times, alarming. Management views this not as a setback, but as a 

clear signal to further strengthen risk management, compliance culture, and internal 

controls. Addressing these matters remains a top priority and is receiving full attention 

from both management and the Board. 

 
Strategic Direction and Outlook 

Looking ahead, management is focused on several key strategic priorities: 

 Revitalizing loan growth, while maintaining prudent risk standards 

 Strengthening deposit mobilization efforts to ensure stable and low-cost funding 

 Investing in business and digital solutions to improve efficiency, service delivery, and 

competitiveness 

 Enhancing risk management and compliance frameworks to meet regulatory 

expectations and protect the Bank 

 Expanding our community presence through barangay-level campaigns, reinforcing 

our role as a trusted local banking partner 

 
While challenges remain, we enter the coming year with clear direction, stronger 

internal foundations, and renewed focus. 
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While challenges remain, we enter the coming year with clear direction, stronger 

internal foundations, and renewed focus. 

 
I would like to thank our stockholders for your continued trust, our Board of Directors 

for their guidance, and our officers and staff for their dedication throughout a demanding 

year. 

 
With discipline, unity, and sustained effort, we are confident that the Bank will emerge 

stronger and better positioned for sustainable growth. 
 

 

President-CEO 
 
 

 



Rural Bank of Bagabag (N.V.), Inc. 

17 

2025 Annual Report 

 

 

 
2. REPORT ON DEPOSIT LIABILITIES AND LIQUIDITY 

 
The Branch Banking Department remains a vital component of the Bank’s overall 

operations, ensuring the efficient administration, safekeeping, monitoring, and control of 

deposit accounts while maintaining adequate liquidity to support the Bank’s operational, 

regulatory, and lending requirements. Through sound deposit management practices, 

effective liquidity monitoring, and strong internal controls, the Department contributes 

significantly to the Bank’s financial stability, operational resilience, and ability to meet 

its obligations to depositors and other stakeholders. 

 
Beyond its traditional custodial and operational functions, the Department plays a key 

role in managing the Bank’s funding requirements and liquidity position. It is responsible 

for ensuring that deposit resources are properly managed and available to support 

lending activities, operational needs, and strategic growth objectives while maintaining 

compliance with regulatory requirements and prudent banking standards. 

 
Despite the challenges posed by an increasingly competitive banking environment, the 

Bank continued to earn the confidence and trust of its depositors through reliable 

banking services, prudent financial management, and strong customer relationships. The 

continued support of our clients reflects their confidence in the Bank’s stability, sound 

governance, and commitment to serving the financial needs of the communities within its 

area of operation. 

 
As of December 31, 2025, total deposit liabilities amounted to ₱439.77 million, 

representing an increase of ₱5.70 million or 1.31% from ₱434.07 million recorded in 

2024. Despite intense competition within the banking sector, the Bank achieved a steady 

increase in deposits, demonstrating sustained depositor confidence and the effectiveness 

of its customer relationship management and service delivery initiatives. The stable 

deposit base continued to provide the Bank with a reliable source of funding to support 

its operations and lending activities. 

 
The Bank likewise maintained a strong liquidity position throughout the year. The 

Minimum Liquidity Ratio (MLR) significantly improved from 44.09% in 2024to 78.18% 

in 2025, reflecting a substantial strengthening of the Bank’s capacity to meet 

withdrawal requirements, fund operational activities, support lending operations, and 

satisfy other financial obligations as they fall due. 
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The significant improvement in liquidity was primarily attributable to Management’s 

lending and liquidity management strategies. During the year, the Bank adopted stricter 

loan evaluation and credit assessment standards to ensure that only qualified borrowers 

were granted credit facilities. While loan releases remained stable and continued to 

support the Bank’s lending operations, the enhanced credit underwriting process 

contributed to a more controlled deployment of funds and improved cash position. 

Together with prudent cash flow management, careful asset-liability matching, and the 

maintenance of adequate liquid assets, these measures strengthened the Bank’s overall 

liquidity profile and financial resilience. 

 
To further strengthen its deposit base and liquidity profile, Management continued to 

implement various operational and risk management initiatives, including the 

enhancement of customer service and relationship management, continuous support to 

branch operations, implementation of liquidity preservation measures, maintenance of 

adequate funding and liquidity buffers, strengthening of internal controls over deposit 

operations, and regular monitoring of liquidity indicators and funding requirements to 

ensure compliance with regulatory standards and internal risk limits. 

 
The substantial increase in the Bank’s liquidity ratio during the year demonstrates 

Management’s conservative approach to liquidity management and balance sheet 

administration. This strong liquidity position provides the Bank with greater flexibility 

to support future business growth while maintaining its ability to meet depositor 

demands and other financial commitments in a timely manner. 
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3. REPORT ON LOANS PERFORMANCE 

 
The Loans Marketing Department remains a key operational unit of the Bank, 

responsible for extending credit facilities to qualified borrowers and supporting the 

financing requirements of the agricultural, commercial, and consumer sectors within the 

Bank’s service areas. Lending activities continue to play a significant role in the Bank’s 

financial intermediation function and revenue generation while contributing to local 

economic development. 

 
During the year, the Bank's loan portfolio management was undertaken within an 

environment of heightened credit risk awareness and increased regulatory focus on 

credit administration practices. As part of the Bangko Sentral ng Pilipinas (BSP) 

examination process, certain weaknesses were identified relating to credit underwriting 

and borrower assessment practices, including deficiencies in the evaluation of borrowers' 

repayment capacity and instances involving capitalization practices that required 

corrective action. These findings prompted the Board of Directors and Management to 

implement measures aimed at strengthening the Bank's credit risk management 

framework and improving the overall quality of the loan portfolio. 

 
In response to these observations, the Board directed Management to enhance credit 

governance by strengthening borrower creditworthiness assessments, repayment 

capacity analysis, collateral evaluation procedures, and loan approval processes. The 

Bank likewise intensified monitoring of existing loan accounts, reinforced compliance 

with credit policies, reviewed lending practices, and implemented corrective measures 

designed to ensure that future credit decisions are supported by adequate financial 

analysis, proper documentation, and appropriate risk assessment. 

 
As of December 31, 2025, total Loans Receivable amounted to ₱443.10 million, 

representing a decrease of ₱112.31 million or 20.22% from ₱555.40 million reported in 

2024. The decline in the loan portfolio was primarily attributable to Management's 

decision to adopt more stringent borrower evaluation procedures and exercise greater 

selectivity in granting new loans following the identified credit administration 

weaknesses. While the Bank continued to provide financing support to qualified 

borrowers, emphasis was placed on improving portfolio quality, mitigating credit risk 

exposures, and addressing areas requiring corrective action. 
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The Bank also observed an increase in non-performing loan exposures during the period, 

which highlighted the need for stronger credit assessment and monitoring practices. 

Consequently, Management enhanced its collection efforts, intensified account 

monitoring, and strengthened remedial management activities to facilitate the recovery 

of delinquent accounts and improve asset quality. The Bank likewise reviewed the 

adequacy of its Allowance for Credit Losses (ACL) to ensure that provisioning levels 

appropriately reflected the risk characteristics of the loan portfolio. 

 
To further strengthen independent oversight of credit risk, the Bank established the 

position of Credit Risk Officer (CRO). The CRO is responsible for independently 

reviewing credit risk exposures, monitoring portfolio quality, identifying emerging credit 

concerns, evaluating the adequacy of the Allowance for Credit Losses, and providing 

recommendations to Management and the Board on credit risk mitigation measures. This 

initiative forms part of the Bank’s continuing efforts to enhance credit discipline, 

strengthen risk management practices, and address the findings noted during the BSP 

examination. 

 
The Bank remains committed to improving credit administration processes, 

strengthening risk management controls, and ensuring that lending activities are 

conducted in accordance with regulatory expectations, internal policies, and the Bank’s 

risk appetite. The corrective measures implemented during the year are expected to 

support the gradual improvement of asset quality, strengthen credit risk governance, and 

promote the long-term sustainability of the Bank’s lending operations. 
 

 



 

 

Rural Bank of Bagabag (N.V.), Inc. 

 
 
 
 
 
 
 
 
 

 
III. FINANCIAL 

SECTION 
 
 
 
 
 
 

 

21 

2025 Annual Report 



Rural Bank of Bagabag (N.V.), Inc. 

22 

2025 Annual Report 
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2. COMPARATIVE STATEMENT OF INCOME (LOSS) AND EXPENSES 
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3. FINANCIAL HIGHLIGHTS 

 
For the Year Ended December 31, 2025 

The Bank continued to strengthen its risk management framework, asset quality 

initiatives, and liquidity position during 2025 while maintaining capital levels well above 

regulatory requirements. 

 
Total assets amounted to ₱659.62 million as of December 31, 2025, a decrease of 

₱19.09 million or 2.81% from ₱678.71 million in 2024. The decline was primarily 

attributable to the reduction in the loan portfolio and the increase in allowance for credit 

losses. 

 
Gross loans and receivables decreased by 20.22% to ₱443.10 million as Management 

implemented stricter credit assessment and loan evaluation procedures and continued its 

collection and recovery efforts. Consequently, net loans and receivables declined by 

34.94% to ₱292.81 million following the increase in allowance for credit losses. 

 
The Bank maintained a strong liquidity position throughout the year. Due from Other 

Banks increased by 100.79% to ₱222.79 million as excess liquidity arising from loan 

repayments and moderated loan growth was strategically placed with other banks and 

short-term placements. Total deposit liabilities increased by 1.31% to ₱439.77 million, 

supported primarily by growth in time deposits. 

 
Real and Other Properties Acquired (ROPOA) increased by 59.79% to ₱57.86 million 

due to foreclosure and recovery activities involving non-performing loan accounts. 

The Bank reported a net loss after tax of ₱18.22 million in 2025 compared to a net 

income after tax of ₱17.35 million in 2024. The decline in profitability was primarily 

attributable to the substantial increase in provision for credit losses as part of 

Management's approach to strengthening reserve coverage and addressing credit risk 

exposures. 

 
Despite the higher provisioning requirements, non-interest income increased by 30.89% 

to ₱21.19 million, driven mainly by recoveries from previously charged-off accounts. 

Meanwhile, operating expenses remained generally manageable despite higher litigation 

expenses associated with foreclosure and recovery activities. 

 
Total equity stood at ₱205.36 million as of year-end. Despite the current year's loss, the 

Bank maintained a strong capital position, with capital adequacy ratios remaining 

substantially above the minimum regulatory requirements prescribed by the Bangko 

Sentral ng Pilipinas. 
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Management remains focused on improving asset quality, strengthening collection and 

recovery efforts, maintaining adequate liquidity and capital buffers, and pursuing 

sustainable growth opportunities while adhering to sound banking practices and 

regulatory requirements. 

 
Key Financial Indicators 

 
The Bank's profitability indicators declined during 2025 as a result of the net loss 

incurred during the year. Return on Average Equity (ROAE) decreased to negative 

8.49% from positive 8.07% in 2024, while Return on Average Assets (ROAA) declined 

to negative 2.72% from positive 2.61%. Net Interest Margin (NIM) likewise decreased 

to 8.98% from 10.15%, reflecting lower interest income generation and a reduced 

volume of earning assets. 
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Basic Quantitative Indicators of Financial Performance 

 

 
Despite the decline in profitability, the Bank's liquidity position strengthened 

considerably, as evidenced by the increase in its minimum liquidity ratio to 78.18% from 

44.09% in the previous year. This was largely attributable to higher liquid asset 

holdings and increased placements with other banks. 

 
The Bank also maintained a strong capital position, with a CET1 Ratio of 27.08%, Tier 

1 Capital Ratio of 27.08%, and Total Capital Adequacy Ratio (CAR) of 27.45%, all 

substantially above the minimum regulatory requirements. These levels demonstrate the 

Bank's continued capacity to absorb potential losses and support future business growth. 
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4. FINANCIAL REVIEW 

 
a. Financial Condition 

Total assets amounted to ₱659.62 million as of December 31, 2025, a decrease of 

₱19.09 million or 2.81% from ₱678.71 million in 2024. The decline was primarily 

attributable to the reduction in the loan portfolio and the increase in allowance for credit 

losses, partially offset by higher placements with other banks, increased Real and Other 

Properties Acquired (ROPOA), and higher deferred tax assets. 

 
b. Gross Loans and Receivables 

Gross loans and receivables decreased by ₱112.31 million or 20.22%, from ₱555.40 

million in 2024 to ₱443.10 million in 2025. The decrease was primarily attributable to 

Management's implementation of stricter credit underwriting standards and enhanced 

loan evaluation procedures aimed at improving portfolio quality and mitigating credit 

risk. In addition, several loan accounts were fully settled during the year, while certain 

non-performing accounts were transferred to Real and Other Properties Acquired 

(ROPOA) following foreclosure proceedings and recovery activities. 

 
c. Allowance for Credit Losses 

Allowance for credit losses increased by ₱46.96 million or 48.75%, from ₱96.33 million 

in 2024 to ₱143.28 million in 2025. The increase was primarily attributable to 

Management's reassessment of credit risk exposures, elevated past due loan levels, and 

the Bank's approach in maintaining adequate reserves for potential credit losses 

consistent with regulatory expectations and applicable accounting standards. 

 
As a result of the lower gross loan portfolio and higher allowance for credit losses, net 

loans and receivables declined by ₱157.28 million or 34.94%, from ₱450.10 million to 

₱292.81 million. 

 
d. Real and Other Properties Acquired (ROPOA) 

ROPOA increased by ₱21.65 million or 59.79%, from ₱36.21 million in 2024 to ₱57.86 

million in 2025. The increase was primarily due to the transfer of foreclosed collateral 

arising from non-performing loan accounts as part of the Bank's recovery and collection 

initiatives. 

 
e. Deferred Tax Assets 

Deferred tax assets increased by ₱11.56 million or 78.69%, from ₱14.69 million in 

2024 to ₱26.25 million in 2025. The increase was primarily attributable to the 

recognition of tax benefits arising from the higher provision for credit losses and the net 

operating loss incurred during the year. 

28 



Rural Bank of Bagabag (N.V.), Inc. 

29 

2025 Annual Report 

 

 

 

f. Liquidity Position 

The Bank maintained adequate liquidity throughout the year. Due from Other Banks 

increased by ₱111.83 million or 100.79%, from ₱110.96 million to ₱222.79 million. 

The increase was primarily attributable to excess liquidity generated from loan 

repayments, moderated loan growth resulting from stricter credit evaluation procedures, 

and stable deposit funding. Excess funds were strategically placed with other banks and 

short-term placements pending deployment to qualified lending opportunities. 

 
Total deposit liabilities increased by ₱5.70 million or 1.31%, from ₱434.07 million to 

₱439.77 million, mainly due to the growth in time deposits which increased by ₱13.62 

million or 12.25%. 

 
The Bank's minimum liquidity ratio improved to 78.18% in 2025 from 44.09% in 2024, 

reflecting the Bank's strong liquidity position and prudent management of liquid assets. 

Results of Operations 

 
The Bank recorded a net loss after tax of ₱18.22 million in 2025 compared with a net 

income after tax of ₱17.35 million in 2024. The decline in profitability was primarily 

attributable to the significant increase in provision for credit losses during the year. 

 
g. Net Interest Income 

Net interest income amounted to ₱60.76 million in 2025, a decrease of ₱5.55 million or 

8.37% from ₱66.31 million in 2024. The decrease was mainly due to lower interest 

income resulting from the reduction in the average loan portfolio. Interest expense 

remained relatively stable during the year. 

 
h. Provision for Credit Losses 

Provision for credit losses increased substantially by ₱45.79 million or 296.78%, from 

₱15.43 million in 2024 to ₱61.22 million in 2025. The increase reflects Management's 

continuing efforts to strengthen the Bank's reserve position in view of elevated past due 

loan levels and the reassessment of credit risk exposures within the loan portfolio. 

 
i. Non-Interest Income 

Total non-interest income increased by ₱5.00 million or 30.89%, from ₱16.19 million in 

2024 to ₱21.19 million in 2025. 

 
The increase was primarily attributable to recoveries on previously charged-off assets 

amounting to ₱13.41 million. These recoveries arose from loan accounts that were fully 

settled during the year, resulting in the reversal of previously recognized allowance for 

credit losses and the corresponding recognition of recovery income. 
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The increase in recoveries more than offset the decline in gains from the sale of acquired 

assets and lower fees and commissions income. 

 
The favorable recovery performance reflects Management's continuing efforts to improve 

collection efficiency, strengthen recovery initiatives, and maximize recoveries from 

previously impaired assets. 

 
j. Non-Interest Expenses 

Total non-interest expenses remained generally stable at ₱29.10 million compared with 

₱29.21 million in 2024. 

 
However, other operating expenses increased by ₱1.35 million or 8.96%, from ₱15.12 

million in 2024 to ₱16.48 million in 2025. 

 
The increase was primarily attributable to higher litigation expenses, which rose by 

₱3.44 million or 142.16% during the year. The increase in litigation expenses was 

mainly driven by a higher number of foreclosure proceedings and related legal actions 

undertaken by the Bank as part of its loan recovery, collection, and asset preservation 

efforts. These actions support Management's objective of improving asset quality and 

maximizing recoveries from non-performing accounts. 

 
Despite the increase in litigation expenses, Management continued to exercise prudent 

cost management across other operating expense categories. 

 
k. Capital Position 

Total equity stood at ₱205.36 million as of December 31, 2025, compared with ₱223.58 

million in 2024. The decrease was primarily attributable to the net loss recognized 

during the year. 

 
Capital stock remained unchanged at ₱96.81 million while surplus reserves remained at 

₱0.15 million. 

 
Despite the decline in retained earnings, the Bank maintained capital ratios well above 

the minimum regulatory requirements prescribed by the Bangko Sentral ng Pilipinas. As 

of December 31, 2025, the Bank reported a Common Equity Tier 1 (CET1) Ratio of 

27.08%, Tier 1 Capital Ratio of 27.08%, and Total Capital Adequacy Ratio (CAR) of 

27.45%. These levels demonstrate the Bank's continued capacity to absorb potential 

losses and support future operations. 
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l. Highlights of Major Activities During the Year that Impact Operations 

During 2025, the Bank continued to implement strategic initiatives aimed at 

strengthening asset quality, enhancing operational efficiency, improving risk 

management practices, and reinforcing corporate governance and regulatory compliance. 

 
A significant development during the year was the conduct of the regular examination by 

the Bangko Sentral ng Pilipinas (BSP). The examination provided Management and the 

Board of Directors with valuable opportunities to further strengthen the Bank's 

governance framework, risk management systems, internal controls, and compliance 

processes. In response, the Bank undertook a comprehensive review of its policies, 

procedures, and operating manuals, resulting in the enhancement of existing policies and 

the formulation of additional policies designed to address identified gaps, improve 

operational effectiveness, and align banking practices with regulatory expectations and 

industry standards. 

 
The Board of Directors further strengthened the Bank's corporate governance 

framework through enhanced oversight of strategic, financial, operational, compliance, 

and risk management matters. The Audit and Risk Management Committee (ARMC) 

actively monitored risk exposures, policy implementation, corrective action plans, and 

regulatory compliance initiatives to promote accountability, transparency, and prudent 

banking operations. 

 
To address credit quality concerns, the Bank intensified its monitoring of loan portfolio 

performance and collection activities. The Board required Management to provide 

regular updates on past due loans, non-performing loan levels, collection efforts, 

recovery initiatives, and remedial actions to facilitate timely intervention and informed 

decision-making. 

 
Recognizing the need for stronger independent credit risk oversight, the Board approved 

the strengthening of the Credit Risk Management function through the designation of a 

Credit Risk Officer. The Credit Risk Officer was tasked with conducting independent 

post-credit reviews, assessing compliance with lending policies and procedures, 

evaluating the adequacy of the Allowance for Credit Losses (ACL), identifying emerging 

credit risks, and recommending corrective actions to Management and the Board. 

 
The Bank also continued to invest in the professional development of its directors, 

officers, and employees through various training programs, seminars, workshops, and 

coaching sessions covering corporate governance, credit management, risk management, 

compliance, internal controls, consumer protection, and other key banking functions. 
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As part of its asset quality improvement initiatives, the Bank intensified collection efforts 

through the Remedial Management Unit (RMU), accelerated the disposal of Real and 

Other Properties Acquired (ROPA), and implemented appropriate write-off strategies 

for qualified accounts in accordance with applicable accounting standards, regulatory 

guidelines, and Board-approved policies. 

 
m. Major Strategic Initiatives of the Bank 

The Bank pursued the following strategic initiatives during 2025: 

 Reduction of non-performing loans and improvement of overall asset quality 

 Strengthening of credit underwriting, borrower assessment, and loan evaluation 

processes to improve the quality of loan originations and reduce future credit risk 

exposures 

 Enhancement of collection, recovery, and remedial management strategies through 

intensified monitoring of delinquent accounts and strengthened recovery efforts by 

the Remedial Management Unit (RMU) 

 Strengthening of Board oversight over significant credit exposures through revised 

approval authorities and enhanced monitoring of the loan portfolio 

 Designation and strengthening of the Credit Risk Officer function to provide 

independent assessment of credit risk exposures, post-credit reviews, portfolio 

quality, and adequacy of Allowance for Credit Losses (ACL) 

 Accelerated disposal of Real and Other Properties Acquired (ROPA), particularly 

assets approaching or exceeding the regulatory holding period 

 Implementation of account clean-up and write-off initiatives for qualified accounts 

with minimal recovery prospects in accordance with regulatory and accounting 

requirements 

 Strengthening of corporate governance practices through enhanced Board oversight, 

committee monitoring, policy reviews, and governance-related initiatives 

 Enhancement of risk management systems, internal controls, and compliance 

monitoring processes 

 Review, amendment, and formulation of policies and operating manuals to align with 

regulatory expectations and support operational efficiency 

 Continuous capability-building and professional development programs for directors, 

officers, and employees 

 Promotion of a culture of accountability, risk awareness, ethical conduct, and 

regulatory compliance throughout the organization. 



Rural Bank of Bagabag (N.V.), Inc. 

33 

2025 Annual Report 

 

 

 
 

n. Challenges, Opportunities, and Responses During the Year 

The Bank's most significant challenge during 2025 remained the management and 

reduction of past due loans, which continued to affect profitability, asset quality, and 

overall financial performance. Recognizing the importance of maintaining a sound and 

resilient loan portfolio, the Board of Directors exercised heightened oversight over credit 

operations and directed Management to implement comprehensive measures aimed at 

strengthening credit risk management and improving asset quality. 

 
To address increasing levels of loan delinquency, the Board directed Management to 

implement stricter credit underwriting and loan evaluation standards to ensure that 

credit accommodations are extended only to borrowers with acceptable risk profiles and 

demonstrated repayment capacity. As an additional governance measure, the Board 

revised the credit approval framework by requiring Board approval for aggregate loan 

exposures amounting to ₱500,000 and above. This strengthened oversight over 

significant credit transactions and ensured a higher level of review and risk assessment 

before approval. 

 
The Board likewise intensified monitoring of the Bank's loan portfolio by requiring 

monthly reporting on past due accounts, collection performance, recovery efforts, non-

performing loan ratios, and remedial actions. These reports enabled the Board to assess 

portfolio trends, evaluate the effectiveness of collection strategies, and institute timely 

corrective measures when necessary. 

 
To accelerate loan recovery efforts, the Board directed the Remedial Management Unit 

(RMU) to intensify collection activities, borrower engagement, restructuring 

assessments, field visits, and other recovery initiatives. The RMU was required to 

provide regular status reports to Management and the Board regarding the progress of 

collection efforts and recovery actions undertaken on delinquent accounts. 

 
Recognizing the need to improve asset quality and maintain accurate financial reporting, 

the Board also approved the write-off of qualified accounts that had been fully provided 

for and determined to have limited recovery prospects, subject to applicable accounting 

standards, regulatory guidelines, and Board-approved policies. This initiative formed 

part of the Bank's overall asset quality improvement program and enabled Management 

to focus collection efforts on accounts with greater recovery potential. 

 
In addition, Management was directed to accelerate the disposal of Real and Other 

Properties Acquired (ROPA), particularly properties that had exceeded or were 

approaching the regulatory holding period. The disposal program was intended to 

improve liquidity, reduce carrying and maintenance costs, optimize asset utilization, and 

maintain compliance with regulatory requirements. 
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The BSP examination conducted during the year likewise presented opportunities for the 

Bank to further strengthen its governance framework, internal controls, risk 

management systems, and compliance processes. In response, the Board and 

Management implemented corrective action plans, enhanced oversight mechanisms, 

strengthened policy governance, improved monitoring procedures, and reinforced 

accountability across all levels of the organization. 

 
The Board further strengthened corporate governance practices through enhanced 

committee oversight, more robust monitoring of key risk indicators, regular review of 

strategic and operational performance, continuous policy enhancement, and promotion of 

a culture of accountability, transparency, ethical conduct, and prudent risk-taking. 

 
Through these initiatives, the Board and Management reaffirmed their commitment to 

improving asset quality, strengthening risk management practices, enhancing corporate 

governance standards, maintaining regulatory compliance, protecting stakeholder 

interests, and ensuring the long-term safety, soundness, and sustainability of the Bank. 
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1. OVERALL RISK MANAGEMENT CULTURE & PHILOSOPHY 

 
Risk Management (RM) Policy Statement 

The Bank’s risk management system embeds risk management into the awareness and 

day-to-day activities of the Bank’s officers and employees. The Bank takes risks inherent 

to its operations and ensures that its risk management system is aligned with the Bank’s 

strategic goals and objectives. Thus, managing these risks forms an essential part of the 

Bank's business. The aim of risk management within the Bank is to provide reasonable 

assurance that the risks associated with achieving the business objectives is understood 

and that these risks are addressed appropriately at all levels within the organization. 

This is achieved by ensuring that at all times: 

1. Risks are properly identified, assessed, managed and reported; 

2. Risk ownership is taken and communicated; 

3. Resources are effectively and efficiently allocated to manage risks; 

4. Risks that could significantly affect the employees, the Bank, the suppliers or the 

clients are suitably managed; 

5. The Bank is compliant with regulatory and legal requirements. 

 
General Risk Management Functions 

The general functions of Risk Management are the following: 

1. Develop and implement risk management framework and program; 

2. Review the Bank's risk profile and identify new and emerging risks; 

3. Assess and measure risks; 

4. Recommend policies, systems and procedures to control risks and address risk 

management effectiveness gaps; 

5. Evaluate the effectiveness of risk mitigation strategies; and 

6. Monitor risks based on external and internal conditions and continually enhance risk 

management process. 
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2. RISK APPETITE AND STRATEGY 

 
The Bank has an overall conservative risk appetite. The Bank will act in accordance with 

this risk appetite statement to achieve strategic objectives. The Bank manages six (6) 

interrelated categories of risk to effectively supervise and ensure a safe and sound 

banking system. The Bank has a low appetite for liquidity, reputational, and strategic 

risks and a moderate appetite for credit, compliance and operational. Risk management 

practices will not prevent challenges but will enable the company to operate proactively. 

 
The Bank considered a number of factors to determine its tolerance for each of the above 

risks. This Risk Appetite Statement characterizes the Bank’s tolerance for each risk as 

low, moderate, or high, according to the following definitions: 

 Low – The level of risk will not substantially impede the ability to achieve the 

Bank’s mission, goals, or strategic objectives. Controls are prudently designed and 

effective. 

 Moderate – The level of risk may delay or disrupt achievement of the Bank’s 

mission, goals, or strategic objectives. Controls are adequately designed and are 

generally effective. 
 High – The level of risk will significantly impede the ability to achieve Bank’s 

mission, goals, or strategic objectives. Controls may be inadequately designed or 

ineffective. 

 
The Bank has significant exposure to the following risks namely, Credit Risk, 

Operational and Strategic Risk, Compliance Risk, Liquidity and Interest Rate Risk, 

Reputational Risk. 

 
Credit Risk 

Credit risk is the risk of financial loss arising from a borrower’s or counterparty’s failure 

to meet contractual obligations to the Bank. The Bank manages credit risk through the 

continuous enhancement of its credit risk management framework, including the review 

and strengthening of existing credit policies, formulation of additional credit risk 

controls, implementation of borrower assessment standards, portfolio diversification, 

establishment of credit limits, credit monitoring, risk-based pricing, proper loan 

documentation, loan loss provisioning, stress testing, and capability enhancement of 

lending personnel. 
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The Bank’s credit risk management structure is organized under three functional lines of 

activity to ensure proper segregation of duties and accountability. The front office is 

responsible for loan origination, evaluation, underwriting, and collection activities. The 

middle office performs independent risk management and monitoring functions, while the 

back office provides credit administration support, documentation control, collateral 

management, and management reporting. 

 
The Bank further strengthened its credit risk management framework through the 

establishment of an independent Credit Risk Officer (CRO) function responsible for 

monitoring credit risk exposures, identifying emerging problem accounts, evaluating the 

adequacy of the Allowance for Credit Losses (ACL), and providing independent credit 

risk assessments to Management and the Board. 

 
During the year, the Bank experienced an increase in non-performing loans (NPLs), 

which highlighted weaknesses in certain borrower assessment and credit evaluation 

practices. The resulting deterioration in asset quality contributed to higher foreclosure 

activities and increased provisioning requirements, leading to a corresponding increase in 

the Allowance for Credit Losses (ACL). 

 
In response, the Bank strengthened its credit underwriting standards, borrower 

repayment capacity assessment procedures, collateral evaluation processes, and post-

disbursement monitoring activities. Credit monitoring, collection, remedial management, 

and portfolio review processes were likewise enhanced to support early identification of 

problem accounts, improve asset quality, and minimize potential credit losses. These 

initiatives form part of Management’s continuing efforts to strengthen credit governance, 

improve portfolio quality, and ensure that lending activities remain aligned with the 

Bank’s risk appetite and long-term sustainability objectives. 

 
Strategic Risk 

Strategic Risks is the current and prospective impact on earnings or capital arising from 

adverse business decisions, improper implementation of decisions, or lack of 

responsiveness to industry changes. The Bank addresses this risk by ensuring that 

business decisions are aligned with established short-term and long-term strategic goals 

and responsive to industry changes. Performance is regularly monitored through key 

performance indicators, and actual results are periodically compared against set 

targets/key performance indicators. Succession planning and continuity measures are 

likewise in place to ensure sustained operations and organizational stability. 
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Operational Risk 

Operational Risk is the risk of loss resulting from inadequate or failed internal processes, 

people and systems; or from external events. The Bank manages operational risk by 

establishing clear risk management policies aligned with its overall business objectives 

and strategic direction. Risk appetite, limits, and tolerance thresholds are defined, and 

mechanisms are in place for the resolution of limit breaches, reporting, and escalation of 

issues. These controls are supported by internal policies and procedures that promote 

operational discipline and risk awareness across all units. 

 
Liquidity Risk 

Liquidity Risk is the current and prospective risk to earnings or capital arising from a 

bank’s inability to meet its obligations when they come due without incurring 

unacceptable losses. The Bank ensures adequate funding at all times through daily 

monitoring of liquidity positions and monthly review of maturity gaps. It maintains 

sufficient liquid assets and reserves to support its funding requirements under normal 

and stress conditions. The Bank also adopts a conservative liquidity management 

approach by maintaining readily available cash resources and investing selectively in 

low-risk and easily marketable instruments to enhance liquidity flexibility and stability. 

These measures ensure that the Bank is able to meet its obligations in a timely manner 

while supporting ongoing operations and lending activities. 

 
Interest Rate Risk in the Banking Books (IRRBB) 

Interest Rate Risk in the Banking Books (IRRBB) is the current and prospective risk to 

earnings and capital arising from adverse movements in interest rates that affect a 

bank’s banking book positions. The Bank monitors prevailing market interest rates and 

ensures that lending rates are appropriately benchmarked to maintain reasonable 

spreads. Management assesses interest rate movements to minimize adverse effects on 

earnings. Given that the Bank’s financial assets and liabilities are predominantly fixed-

rate in nature, exposure to interest rate risk is considered minimal and remains within 

manageable levels. 

 
Reputational Risk 

Reputational Risk is the risk of negative public opinion adversely affecting the Bank’s 

earnings or capital. The Bank mitigates this risk by promoting a strong culture of ethical 

conduct, integrity, and professionalism and by establishing a reputation as a reliable and 

trustworthy bank deserving of the highest level of respect from its various publics 

clientele and colleagues, the industry, financial institutions, and the general. 



Rural Bank of Bagabag (N.V.), Inc. 

40 

2025 Annual Report 

 

 

 
 

A Code of Conduct is strictly enforced across all levels of the organization, supported by 

appropriate disciplinary measures for violations. These measures are designed to 

maintain the Bank’s reputation as a stable, reliable, and trustworthy financial institution. 

 
Compliance Risk 

Compliance Risk is the current and prospective risk to earnings or capital arising from 

violations of, or nonconformance with laws, rules, regulations, prescribed practices, 

internal policies and procedures, or ethical standards. The Bank manages compliance 

risk through the implementation of comprehensive policies, procedures, and internal 

controls aligned with BSP regulations and other regulatory requirements. Standards of 

employee conduct are clearly defined, and sanctions are imposed for non-compliance to 

ensure adherence to regulatory expectations and to safeguard the Bank from penalties 

and operational disruptions. 

 
Overall, the Bank’s risk management framework is continuously strengthened to ensure 

alignment with regulatory expectations, industry best practices, and its strategic 

objectives. Through prudent governance, strong internal controls, and disciplined risk 

management practices, the Bank remains committed to maintaining financial stability, 

protecting depositor interests, and supporting sustainable growth. 
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3. RISK GOVERNANCE STRUCTURE & MANAGEMENT PROCESS 

 
Risk Governance Structure 

The Risk Management is performed at three different levels: 

1. Strategic Level; 

2. Portfolio Level; and 

3. Transactional Level 

 
Risk Governance Structure, Reporting Lines and Risk Reporting System 

 
RM Levels Functional Delineation Responsible Unit 

 

 

 

Strategic Level 

  

Risk Appetite Setting 

Risk Policy Formulation & Approval 

Risk Culture Development 

  

Board of Directors 

Board Committees 

President 
  

 

 

 

 

Portfolio Level 

  

 

Risk Identification, Analysis, and Control 

Risk Policy Review & Recommendation 

  

 

Branch Managers 

Department Heads   

 

 

 
 

 

Transactional Level 

  

 

Risk Policy Implementation 

Risk Measurement & Monitoring 

Risk Mitigation Strategy Application 

  

 

Business Units/ 

Authorized Risk Takers 

(ARTs)   

 

 

The Bank adopts a structured risk governance framework that clearly defines 

accountabilities and reporting lines across all levels of the organization. Risk 

management responsibilities are distributed among the Board of Directors, Senior 

Management, business units, Risk Management Function, Compliance Function, and 

Internal Audit Function to ensure effective oversight and independent review of risk-

taking activities. 
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The Board of Directors has overall responsibility for establishing the Bank’s risk 

governance framework, approving risk management policies, determining risk appetite, 

and ensuring that risks are managed within acceptable levels. The Board receives 

periodic reports on the Bank’s overall risk profile, significant risk exposures, limit 

breaches, emerging risks, and the status of risk mitigation measures. 

 
Senior Management is responsible for implementing Board-approved risk management 

strategies and ensuring that adequate systems, controls, and resources are in place to 

identify, measure, monitor, and control risks. Department Heads and Branch Officers 

are accountable for managing risks within their respective areas of responsibility and 

ensuring compliance with approved policies and procedures. 

 
The Bank adopts the Three Lines of Defense model in managing risks. Business and 

operating units serve as the first line of defense and are responsible for identifying, 

assessing, controlling, and reporting risks arising from day-to-day operations. The Risk 

Management and Compliance Functions serve as the second line of defense by providing 

independent oversight, monitoring, risk assessment, compliance testing, and reporting of 

risk exposures. The Internal Audit Function serves as the third line of defense by 

independently evaluating the effectiveness of the Bank’s governance, risk management, 

and internal control systems and reporting audit results directly to the Board through 

the Audit Committee. 

 
The Risk Management Function is independent from risk-taking activities and is 

responsible for providing objective assessment, monitoring, and reporting of the Bank’s 

risk exposures. Risk reports are submitted to Senior Management and the Board of 

Directors on a regular basis to facilitate timely decision-making and ensure that risk 

exposures remain within approved risk appetite and tolerance levels. Significant risk 

issues, policy exceptions, and emerging risks are escalated to the appropriate level of 

Management and the Board for review and action. 

 
Scope and Nature of Risk Reporting System 

The Bank maintains a risk reporting system that provides Management and the Board 

with timely, accurate, and relevant information on the Bank’s risk exposures and risk 

management activities. Risk reports are prepared and submitted on a regular basis to 

facilitate informed decision-making and proactive risk management. 
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The risk reporting system includes, among others, credit risk reports, loan portfolio 

quality reports, non-performing loan reports, Allowance for Credit Losses (ACL) 

adequacy assessments, liquidity monitoring reports, maturity gap analyses, operational 

risk incident reports, compliance monitoring reports, regulatory compliance status 

reports, internal audit reports, and exception monitoring reports. 

 
Significant risk events, emerging issues, policy exceptions, and limit breaches are 

escalated to Senior Management and the Board through established reporting channels 

to ensure timely corrective action and effective oversight. 

 
Scope and Nature of Risk Measurement System 

The Bank employs both quantitative and qualitative risk measurement tools appropriate 

to the nature, size, and complexity of its operations. 

 
Credit risk is measured through portfolio quality indicators, delinquency ratios, non-

performing loan levels, concentration analyses, collateral coverage assessments, and 

Allowance for Credit Losses adequacy evaluations. 

 
Liquidity risk is measured through liquidity ratios, maturity gap analysis, funding 

concentration analysis, cash flow projections, and monitoring of liquid asset levels. 

Operational risk is measured through operational loss events, incident reporting, internal 

control assessments, compliance monitoring results, and key risk indicators. 

 
Compliance risk is assessed through compliance reviews, regulatory monitoring 

activities, policy compliance testing, and tracking of regulatory findings and corrective 

actions. 

 
Strategic and reputational risks are evaluated through performance monitoring, 

achievement of strategic objectives, customer feedback, complaint monitoring, market 

developments, and assessment of factors that may adversely affect the Bank’s reputation 

and long-term sustainability. 

 
Risk measurement results are incorporated into management reports and are used by 

Management and the Board in evaluating risk exposures, determining appropriate risk 

mitigation strategies, and ensuring that the Bank’s activities remain within approved 

risk appetite and tolerance levels. 
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Risk Management Process 

The risk management process consists of four (4) parts: 

1. Risk Identification. Evaluates the Bank's exposure to events that could impact its 

day-to-day operations and estimates the impact those events could have on the 

Bank's operation, revenue and reputation. This requires a sound understanding of its 

strategic and operational objectives. 

2. Risk Assessment. The Bank’s risks are evaluated and measured based on likelihood 

of impact and risk management effectiveness (if there are risk management 

strategies in place. 

3. Risk Management and Control. Implementation of policies and procedures that will 

help avoid or minimize risks. 

4. Monitoring. Risk management is an ongoing process and does not end once risks 

have been identified and mitigated. Risk management policies are revisited every 

year to ensure policies are up-to-date and relevant. 
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4. AML GOVERNANCE AND CULTURE 

 
Rural Bank of Bagabag (N.V.), Inc. remains committed to protecting the integrity of the 

financial system by preventing the Bank from being used, knowingly or unknowingly, as 

a vehicle for money laundering, terrorist financing, proliferation financing, fraud, and 

other unlawful activities. The Bank recognizes that effective Anti-Money Laundering 

and Counter-Terrorism Financing (AML/CTF) controls are essential to maintaining 

public confidence, protecting depositor interests, and complying with regulatory 

expectations. 

 
To achieve these objectives, the Bank maintains a comprehensive Money Laundering and 

Terrorist Financing Prevention Program (MLTPP) that is designed to identify, assess, 

monitor, and mitigate money laundering and terrorist financing risks inherent in its 

products, services, customers, delivery channels, and geographic locations. The program 

is implemented in accordance with the Anti-Money Laundering Act of 2001, as 

amended, its Revised Implementing Rules and Regulations, applicable AMLC issuances, 

and the relevant provisions of the Manual of Regulations for Banks (MORB). 

 
The Bank adopts a risk-based approach in the implementation of its AML/CFT 

framework. This approach enables Management to allocate resources proportionate to 

identified risks and apply enhanced controls where higher risk exposures are present. 

The framework includes customer due diligence procedures, transaction monitoring, 

sanctions screening, record management, employee training, regulatory reporting, and 

independent testing of AML controls. 

 
Customer Due Diligence and Know Your Customer (KYC) 

The Bank maintains strict customer identification and verification procedures to ensure 

that it knows and understands the identity, background, source of funds, and expected 

transaction patterns of its customers. Prior to establishing any business relationship, the 

Bank obtains and validates relevant information and supporting documents to verify 

customer identity and assess the purpose and intended nature of the account 

relationship. 

 
Customer Due Diligence (CDD) measures are applied throughout the customer 

relationship and are supplemented by ongoing monitoring to identify unusual, suspicious, 

or inconsistent transaction activity. Enhanced Due Diligence (EDD) procedures are 

performed when warranted by the customer’s risk profile or as required by applicable 

regulations. 
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The Bank likewise prohibits the establishment of fictitious accounts, anonymous 

accounts, and accounts opened under false or misleading identities. 

 
Customer Due Diligence for Business and Juridical Entities 

For corporations, partnerships, cooperatives, associations, and other juridical entities, 

the Bank performs enhanced verification procedures to establish the legitimacy of the 

organization, identify authorized representatives, determine beneficial ownership, and 

understand the nature of business operations and sources of funds. 

 
The Bank requires the submission and validation of relevant registration documents and 

ownership information prior to the establishment of any business relationship. Business 

accounts are subjected to ongoing review to ensure that transaction activity remains 

consistent with the customer’s declared business profile. 

 
Transaction Monitoring and Regulatory Reporting 

The Bank employs transaction monitoring procedures designed to identify unusual 

transactions, suspicious activities, and transactions that may warrant further 

investigation. Transactions are reviewed based on customer profiles, transaction 

patterns, and risk indicators established under the Bank’s AML framework. 

 
Covered Transaction Reports (CTRs) and Suspicious Transaction Reports (STRs) are 

submitted to the Anti-Money Laundering Council (AMLC) within the prescribed 

regulatory timelines whenever reporting thresholds or suspicious circumstances are 

identified. Appropriate confidentiality and reporting controls are maintained to ensure 

compliance with applicable laws and regulations. 

 
Institutional Risk Assessment and Sanctions Compliance 

The Bank conducts periodic Institutional Risk Assessments (IRA) to identify, measure, 

and evaluate money laundering, terrorist financing, and proliferation financing risks 

across its operations. Results of these assessments are used to strengthen internal 

controls, enhance monitoring procedures, and update risk mitigation measures. 

 
Sanctions screening procedures are likewise performed to ensure compliance with 

applicable sanctions regulations and directives issued by competent authorities. The 

Bank implements freezing measures and other required actions whenever applicable 

under AMLC regulations and relevant legal issuances. 
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Record Management and Digital Documentation 

The Bank maintains complete and reliable records of customer information, account 

documentation, transaction records, and AML-related reports in accordance with 

applicable regulatory retention requirements. Customer records are securely maintained 

in both physical and electronic formats to facilitate timely retrieval, regulatory reporting, 

examination reviews, and investigative requirements. 

 
To strengthen customer information management and regulatory compliance, customer 

identification records and related account information are digitized and uploaded to the 

Bank’s centralized database. This enables authorized personnel to efficiently access, 

verify, update, and monitor customer information across the Bank’s operations while 

ensuring data integrity, security, and confidentiality. 

 
Appropriate controls are maintained to safeguard customer data and ensure compliance 

with applicable data privacy, banking secrecy, and anti-money laundering regulations. 

 
AML Governance and Oversight 

The Board of Directors maintains overall responsibility for ensuring that the Bank's 

AML/CFT framework remains adequate, effective, and responsive to emerging risks. 

The Board provides strategic direction and oversight over AML compliance and receives 

regular reports regarding the Bank’s AML risk profile, compliance status, significant 

issues, and corrective actions. 

 
Senior Management supports the implementation of AML policies and ensures that 

sufficient resources, systems, and personnel are available to effectively manage AML 

risks throughout the organization. 

 
Compliance Function 

The Compliance Officer serves as the Bank’s designated AML Compliance Officer and is 

responsible for overseeing the implementation and effectiveness of the AML/CFT/CPF 

program. The Compliance Officer conducts compliance monitoring activities, coordinates 

regulatory reporting requirements, performs risk assessments, reviews AML-related 

controls, and recommends enhancements to policies and procedures when necessary. 

 
The Compliance Officer regularly reports to the Board of Directors and the appropriate 

Board-level Committee regarding AML compliance matters, risk exposures, monitoring 

results, regulatory developments, and corrective actions undertaken by Management. 
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Independent Testing and Internal Audit 

The Internal Audit Function provides independent assessment of the effectiveness of the 

Bank’s AML/CFT/CPF framework. Periodic audits are conducted to evaluate 

compliance with applicable laws, regulations, policies, and internal procedures. Audit 

findings and recommendations are reported directly to the Board of Directors through 

the Audit Committee, and corrective actions are monitored to ensure timely resolution. 

 
The independent review process provides assurance that AML controls remain effective 

and that identified deficiencies are appropriately addressed. 

 
AML Training and Awareness 

The Bank recognizes that employee awareness and competence are essential components 

of an effective Anti-Money Laundering, Counter-Terrorism Financing, and Counter-

Proliferation Financing (AML/CFT) Program. To ensure continued compliance with 

regulatory requirements, the Bank conducts annual AML/CFT training programs for its 

directors, officers, and employees. 

 
The annual training covers key regulatory and operational topics, including customer due 

diligence and Know Your Customer (KYC) requirements, identification and reporting of 

covered and suspicious transactions, sanctions screening obligations, record-keeping 

requirements, emerging money laundering and terrorist financing risks, and updates on 

applicable laws, regulations, and regulatory issuances. 

 
The training program is designed to strengthen employees’ understanding of their 

responsibilities under the Bank’s AML/CFT framework and to promote a culture of 

compliance, vigilance, and accountability throughout the organization. Newly hired 

personnel are likewise provided with AML orientation as part of their onboarding 

process to ensure awareness of the Bank’s compliance standards and regulatory 

obligations. 
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1.  OVERALL CORPORATE GOVERNANCE STRUCTURE & 
PRACTICES 

Rural Bank of Bagabag (N.V.), Inc. is committed to good corporate governance 

practices, processes and systems, specifically the principles of fairness, transparency, 

accountability and responsibility. These practices provide the framework within which 

the Board of Directors and management pursue the strategic objectives of the Bank and 

ensure its long-term viability for the benefit of shareholders. The board level committees: 

ARMC was organized with specific charter to ensure they provide strong oversight of 

strategic activities of the Bank, resulting in sound business decisions that benefit 

shareholders. Protecting shareholder interests and ensuring the integrity of the Bank’s 

financial information are central to every aspect of the Bank’s governance. 

 
As per Bank’s by-laws, the Board of Directors consists of seven (7) members, majority 

of them are independent. The Board of Directors meets once per month and strives to 

make timely decisions regarding the Bank's business strategies and other important 

management matters and to exercise appropriate oversight of business execution. 

 
a. Selection Process for the Board of Directors and Senior Management 

The Board of Directors is tasked to implement a selection process to ensure a 

combination of competent directors and key officers who can add value and contribute 

independent judgment to the formulation of sound corporate policies. The Board has 

prescribed qualification criteria for members of the Board among others, ability, 

integrity and expertise necessary for the position. 

 
The Board likewise evaluates the proposed senior management appointments of the 

Bank and selects qualified and competent supervisory officers. 

 
Executive Directors and Non-Executive Directors 

The nomination and election of Executive Directors and Non-Executive Directors are 

conducted in accordance with the Bank’s By-Laws and Corporate Governance Manual. 

Any stockholder may submit the names of nominees for election to the Board of 

Directors through the Corporate Secretary. Nominations must be submitted in writing 

within the period prescribed by the Board, typically on or before January 15 of the 

election year, or such other date as may be determined by the Board of Directors. 
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All nominees undergo a formal screening process conducted by the Bank’s Screening 

Committee composed of one (1) incumbent Director, the Internal Auditor, and the 

Acting Compliance Officer. The Committee evaluates the qualifications and determines 

any grounds for disqualification of nominees based on applicable laws, regulations, and 

internal policies. 

 
Nominees for Executive and Non-Executive Directors are required to possess the 

following minimum qualifications: ownership of at least one (1) share of stock of the 

Bank, at least a college degree, relevant business or banking exposure of not less than 

five (5) years, at least twenty-five (25) years of age, and demonstrated integrity and 

probity. The Board ensures that elected directors collectively possess the necessary 

skills, experience, and independence of judgment required to effectively oversee the 

Bank’s operations and strategic direction. 

 
Independent Directors 

Independent Directors are nominated and elected through the same stockholder 

nomination process, subject to additional screening requirements to ensure compliance 

with BSP independence standards. The Board evaluates nominees to ensure that they 

are free from any relationship or circumstance that may compromise their ability to 

exercise independent judgment. 

 
In addition to the general qualifications required of all directors, Independent Directors 

must meet the independence criteria prescribed under applicable BSP regulations and 

corporate governance standards. The Bank requires that Independent Directors possess 

at least a college degree or equivalent experience, have relevant exposure to business or 

banking for at least five (5) years, be at least twenty-five (25) years of age, and 

demonstrate unquestionable integrity and probity. 

 
Senior Management Officers 

The President and Vice President are elected by the members of the Board of Directors 

from among themselves. The Compliance Officer, Internal Auditor, and other Senior 

Management Officers are appointed by the Board based on established fit-and-proper 

standards. 

 
Candidates for Senior Management positions are generally selected first from within the 

organization to support succession planning and internal capability development. 

External candidates may also be considered when additional expertise is required. 
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Senior Management candidates must possess at least a college degree, a minimum of five 

(5) years of experience in a supervisory or managerial position, and must demonstrate 

proven moral and ethical behavior. They are likewise evaluated based on leadership 

capability, communication skills, decision-making competence, and ability to effectively 

manage operational and regulatory risks. 

 
Supervisory Officers 

Supervisory Officers are appointed by Senior Management and confirmed by the Board 

of Directors. The Bank adopts a merit-based selection process where candidates are 

preferably sourced from within the organization, although external applicants may also 

be considered when necessary. 

 
Supervisory Officers must possess at least a college degree, at least five (5) years of 

experience in banking operations, and must have completed training programs acceptable 

to BSP Supervisory Examination Sector (SES) requirements. Candidates are likewise 

assessed based on their initiative, professionalism, technical competence, and ability to 

effectively supervise personnel and ensure compliance with internal controls and 

regulatory requirements. 

 
Through this structured selection process, the Bank ensures that all members of the 

Board, Senior Management, and Supervisory levels possess the competence, integrity, 

and experience necessary to support sound governance, effective risk management, and 

sustainable banking operations. 

 
b. Board’s Overall Responsibility 

The Board of Directors is primarily responsible for the overall governance of the Bank 

and the exercise of sound and prudent oversight over Management. In accordance with 

applicable laws, Bangko Sentral ng Pilipinas (BSP) regulations, and the Bank’s 

Corporate Governance Manual, the Board is accountable for ensuring that the Bank 

operates in a safe and sound manner, consistent with its strategic objectives, risk 

appetite, and long-term sustainability. 

 
The Board is responsible for the approval, formulation, and periodic review of the Bank’s 

strategic direction, business plans, and corporate objectives. It ensures that 

Management’s initiatives and operational activities are aligned with the approved 

strategic goals and that adequate resources are in place to achieve such objectives 

effectively. 
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In the area of risk management, the Board has the ultimate responsibility for approving 

the Bank’s overall risk management framework and risk appetite. It ensures that 

appropriate risk management systems are in place to identify, measure, monitor, and 

control risks inherent in the Bank’s operations, including credit, liquidity, operational, 

market, compliance, strategic, and reputational risks. The Board also ensures that risk 

exposures remain within approved limits and that appropriate corrective actions are 

taken for identified risk issues. 

 
The Board likewise provides oversight on the implementation of corporate governance 

standards and ensures that the Bank adheres to the principles of accountability, 

transparency, integrity, and fairness. It is responsible for establishing and promoting a 

strong corporate culture and ethical standards that guide the conduct of the Bank’s 

officers and employees in the performance of their duties. 

 
In addition, the Board oversees the performance of Senior Management and ensures that 

Management implements Board-approved strategies, policies, and control systems 

effectively. It regularly reviews Management reports on financial performance, risk 

exposures, compliance status, audit findings, and other key operational matters to ensure 

that the Bank remains financially sound and operationally stable. 

 
The Board also ensures compliance with all applicable laws, rules, and regulations, 

including those issued by the BSP and other regulatory authorities. It is responsible for 

safeguarding the interests of depositors, shareholders, and other stakeholders by 

ensuring that the Bank maintains adequate capital, liquidity, and risk management 

controls. 

 
Through these responsibilities, the Board ensures that Management’s actions are 

properly guided, monitored, and evaluated, thereby supporting the Bank’s long-term 

viability, stability, and sustainable growth. 
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2. ROLE, ACCOUNTABILITIES, AND DELIVERABLES 

 
The duties and responsibilities of the Chairman and President are defined by the Board. 

 
Chairman President 

 

Role The Chairman shall ensure 

effective functioning of the board 

and provide leadership, including 

maintaining a relationship of trust. 

 
He shall: (1) ensure that the 

meeting agenda focuses on 

strategic matters including 

discussion on risk appetites, and 

key governance concerns; (2) 

ensure a sound decision-making 

process; (3) encourage and 

promote critical discussion; (4) 

ensure that dissenting views can 

be expressed and discussed within 

the decision making process; (5) 

ensure that the members of board 

of directors receive accurate, 

timely, and relevant information; 

(6) ensure the conduct of proper 

orientation for first time directors 

and provide training opportunities 

for all directors; and (7) ensure 

conduct of performance evaluation 

of the board of directors at least 

once a year. 

As per by-laws, the president shall 

be the Chief Executive Officer of 

the Bank. He shall see to it that all 

orders and resolutions of the 

Board of Directors, all orders of 

the Monetary Board of the Central 

Bank of the Philippines, and all 

rules and regulations of the Bank 

are carried into effect, and shall 

exercise such other powers and 

perform such other duties as per 

prescribed for the Office of the 

President in the by-laws. 

 
The President shall have 

supervision and direction of 

the day-to-day business affairs of 

the Corporation. 

 
The President is accountable to 

the Chairman and to the 

stockholders and other 

stakeholders of the Corporation. 
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 Chairman   President  

Accountabilities To establish general To recommend specific 

administrative and operating 

policies. 

 Unless otherwise determined 

by the Board, to attend and to 

act and vote in person or by 

proxy, for and on behalf of the 

Corporation, at any meeting of 

shareholders of any 

corporation in which the 

Corporation may hold stock, 

and at any such meeting, to 

exercise any and all the rights 

and powers incident to the 

ownership of such stock which 

the owner thereof might 

possess or exercise if present. 

 To exercise such other powers 

and perform such other duties 

and functions as the Board of 

Directors may, from time to 

time, assign. 

projects for the 

accomplishment of corporate 

objectives and policies for the 

approval of the Chairman and 

the Board. 

 To ensure that the 

administrative and operating 

policies are carried out. 

 To appoint, remove or suspend 

any and all employees and 

other subordinate personnel of 

the Bank, prescribe their 

duties, determine their salaries 

and, when necessary, require 

bonds in such amounts as he 

may determine, to secure the 

faithful discharge by said 

employees of their official 

trust, subject to the approval 

of the Board. 

 To prepare such statements 

and reports as may be required 

from time to time by law with 

respect to corporations 

organized according to the 

laws of the Republic of the 

Philippines. 

 To preside at meeting of the 

directors and stockholders in 

the absence of the Chairman. 

 To exercise such powers and 

perform such duties and 

functions as may be assigned 

to him by the Chairman. 
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Chairman President 
 

Deliverables  Agenda for Meetings 

 Chairman’s Annual Report 
 Statement of Management 

 Responsibility for the Audited 

Financial Statements 

 Certificate of Attendance in 

Board Meetings 
 Annual Report 

 Others 

 Statement of Management 

 Responsibility for the Audited 
 Financial Statements 

 Annual Report 

 Others 
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BOARD OF DIRECTORS 
 
 
 
 

 

Teresita I. Hernaez, Chairman of the Board 
 Filipino, 75 years old 

 Graduated from Dr. Nicanor Reyes Memorial College with 

a degree in B.A. Political Science from Dr. Nicanor Reyes 

Memorial College 

 Completed a one-year Secretarial Course at Saint Mary’s 

University, Bayombong, N.V. 

 Past positions in RB Bagabag: Clerk Typist (1973–

1975); Loan Clerk (1975–1980); Teller (1980–1994); 

Loan Officer (1994–1999); Officer-in-Charge of the 

Alfonso Lista Branch (1999–2000); Branch Manager of 

the Lamut Branch (2000–2014); Director/Branch 

Manager (2014–2015); Regular Director (2015–2023); 

Regular Director (2024) 
 

 
Vincent Z. Castillo, President-CEO 

 Filipino, 77 yrs old 

 Graduated from the University of the East, Manila, with a 

degree in Business Administration 
 Former President of the Jose P. Castillo Foundation, Inc. 

 Past positions in RB Bagabag: President (2014-2015; 

Vice President for Finance (2016-2017) 
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Pura C. Romero, VP-COO 

 Filipino, 75 yrs old 

 Chairman of the Management Committee 

 Executive Director since 1997 

 Graduated from University of the Philippines, Diliman, 

QC, with a degree in B.S. Social Work and Community 

Development 

 Passed the Board Examination for B.S. Social Work in 

1973 

 A Trustee and Treasurer of Jose P. Castillo Foundation, 

Inc. 

 Director of the Rural Bankers Association of the 

Philippines (1999) 

 President of the Confederation of Northern Luzon Rural 

Bankers (2003-2004) 

 Past positions in RB Bagabag: 

Chairman/President/General Manager (2003-2013); Vice 

President (2014-2015); VP for Operations (2016); 

President (2017 to 2024) 
 

 
Joe Vincent Z. Castillo, Branch Head-Lamut 

 Filipino, 54 years old 

 Executive Director since 2024 

 Graduated from Philippine School of Business 

Administration with a degree in B.S. Business 

Administration, Major in Management 

 Past positions in RB Bagabag: General Clerk (1999-

2004); Inspector/Clerk (2007-2008); Administrative 

Assistant (2016-2022); Officer-in-Charge-Villaverde 

(2022-2023); Branch Manager-Villaverde Branch (2023- 

2024); Marketing Division Head (2024) 
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Marlyne R. Galapon, Independent Director 

 Filipino, 60 years old 

 Independent Director and member of the Audit & Risk 

Management Committee since 2020 
 Graduated from Saint Mary’s University, Bayombong, 

N.V. with a degree in Business Administration. 

 Past positions at Metrobank, Solano, over the years 1988-

2018: Teller, Remittance Clerk, Loan Clerk, Regional 

Operations Coordinator, Branch Operations Officer, 

Branch Manager 

 

 
Johnson D. Saquing, Independent Director 

 Filipino, 59 years old 

 Chairman of the Audit & Risk Management Committee 

 Graduated from Saint Mary’s University, Bayombong, 

N.V. with a degree in B.S. Accountancy 

 Past positions at Philippine National Bank (PNB) over the 

years 1990-2011: Contractual Teller, Teller, Clearing 

Assistant, Cash Clerk IV, Investment Analyst I, 

Remittance Analyst, Financial Manager, Relationship 

Officer, Sales and Service Officer, and Business Manager 

 Past position at Rizal Commercial Banking Corporation 

(RCBC): Business Manager/Branch Head (2011-2019) 

 Past positions with RB Bagabag: Independent Director 

(2021-2022); Independent Director (2024) 
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Allan Anthony D. Cadang, Independent Director 

 Filipino, 60 years old 

 Independent Director since November 2024 

 Member of the Audit & Risk Management Committee 
 Graduated from University of the Philippines, Diliman, 

Q.C. with a degree in B.S. Mathematics 

 Graduated from Aldersgate College, Solano, N.V. with a 

Masters Degree in Business Administration 

 Past position at Aldersgate College: College Instructor 

(1987-1989) 

 Past positions at Philippine National Bank (PNB), 

Bayombong over the years 1989-1993: Remittance 

Assistant, General Clerk, Clearing Asst. II 

 Past positions at PNB, Solano over the years 1993-2021: 

Clearing Asst. II, Credit Investigator III, Loans and 

Credit Officer II, Branch Cashier Per Pro, Sales and 

Service Head (Mgmt. Ass. II) 

 PNB Assset Management Group: Regional Desk Head 

(Mgmt. Associate II, 2004-2006); Regional Desk Head 

(Mgmt. Associate III, 2007-2010) 

 PNB Regional Asset Management Center: Regional Asset 

Management Center Officer Mgmt. Associate III (2010-

2013); Regional Asset Management Center Officer 

(Assistant Manager 1, 2013-2019); Regional Asset 

Management Center Officer (Assistant Manager 2, 2019-

2021) 
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3. BOARD COMPOSITION 
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4. BOARD QUALIFICATION 

 
The Bank recognizes that effective corporate governance depends on a competent, 

ethical, and qualified Board of Directors. Accordingly, all candidates for election or re-

election as Directors of Rural Bank of Bagabag (N.V.), Inc. must satisfy the qualification 

standards prescribed under applicable laws, Bangko Sentral ng Pilipinas (BSP) 

regulations, the Bank's By-Laws, Corporate Governance Manual, and Fit and Proper 

standards. 

 
A candidate for Director must possess the integrity, competence, education, diligence, 

and experience necessary to effectively discharge the duties and responsibilities of a 

Director. The candidate must be capable of exercising sound judgment, providing 

strategic direction, and contributing to the safe and sound operation of the Bank. 

In addition to the qualifications prescribed under BSP regulations, the Bank requires 

that a candidate: 

 Own at least one (1) share of stock of the Bank at the time of election or 

appointment; 

 Possess at least five (5) years of substantial experience in banking, finance, business, 

agriculture, risk management, accounting, law, or other related fields relevant to the 

Bank's operations; 

 Be physically and mentally fit to perform the duties and responsibilities of a 

Director; 

 Not be more than eighty (80) years old at the time of election or re-election, except 

as may be otherwise provided under the Bank's By-Laws or approved by the Board 

in accordance with applicable policies; 

 Be of proven integrity, honesty, and good reputation and must not possess any 

disqualification under applicable laws, BSP regulations, or the Bank's internal 

governance policies. 

 
The Bank considers educational attainment, professional qualifications, leadership 

capability, banking knowledge, business experience, and risk management competence in 

evaluating candidates for Board membership. Preference is given to individuals whose 

expertise will contribute to the effective oversight of banking operations, financial 

performance, risk management, regulatory compliance, and strategic planning. 
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All Directors are expected to satisfy the BSP Fit and Proper standards on a continuing 

basis and devote sufficient time and attention to the performance of their fiduciary 

duties. Newly elected Directors are required to attend the mandatory Corporate 

Governance Seminar prescribed under BSP regulations within the prescribed period, 

while incumbent Directors are expected to participate in continuing education programs 

and regulatory training to strengthen their knowledge of corporate governance, risk 

management, banking regulations, and emerging industry developments. 

 
The Board periodically reviews the qualifications, performance, and continuing fitness 

and propriety of its members to ensure that the Board remains capable of providing 

effective oversight, sound governance, and strategic leadership consistent with the 

Bank's objectives and regulatory obligations. 

 
Independent Directors 

In addition to the qualifications applicable to all Directors, Independent Directors must 

satisfy the independence requirements prescribed under Section 131 of the Manual of 

Regulations for Banks (MORB) and other applicable BSP regulations. 

 
An Independent Director is a person who, apart from shareholdings and fees received 

from the Bank, is independent of Management and free from any business, financial, 

family, professional, or other relationship that could materially interfere with the 

exercise of independent judgment in carrying out the responsibilities of a Director. 

 
An Independent Director must possess the same standards of competence, integrity, and 

experience required of all Directors, including ownership of at least one (1) share of 

stock of the Bank and at least five (5) years of substantial experience in banking, 

finance, business, or other related fields. 

 
An Independent Director must not be, and must not have been within the period 

prescribed by BSP regulations, an officer, employee, consultant, adviser, or significant 

service provider of the Bank, its subsidiaries, affiliates, or related interests. Likewise, an 

Independent Director must not be a substantial shareholder of the Bank or any related 

entity and must not be related within the degree prescribed by BSP regulations to any 

Director, Officer, substantial shareholder, or controlling person of the Bank. 
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All Directors are expected to satisfy the BSP Fit and Proper standards on a continuing 

basis and devote sufficient time and attention to the performance of their fiduciary 

duties. Newly elected Directors are required to attend the mandatory Corporate 

Governance Seminar prescribed under BSP regulations within the prescribed period, 

while incumbent Directors are expected to participate in continuing education programs 

and regulatory training to strengthen their knowledge of corporate governance, risk 

management, banking regulations, and emerging industry developments. 

 
The Board periodically reviews the qualifications, performance, and continuing fitness 

and propriety of its members to ensure that the Board remains capable of providing 

effective oversight, sound governance, and strategic leadership consistent with the 

Bank's objectives and regulatory obligations. 

 
Independent Directors 

In addition to the qualifications applicable to all Directors, Independent Directors must 

satisfy the independence requirements prescribed under Section 131 of the Manual of 

Regulations for Banks (MORB) and other applicable BSP regulations. 

 
An Independent Director is a person who, apart from shareholdings and fees received 

from the Bank, is independent of Management and free from any business, financial, 

family, professional, or other relationship that could materially interfere with the 

exercise of independent judgment in carrying out the responsibilities of a Director. 

 
An Independent Director must possess the same standards of competence, integrity, and 

experience required of all Directors, including ownership of at least one (1) share of 

stock of the Bank and at least five (5) years of substantial experience in banking, 

finance, business, or other related fields. 

 
An Independent Director must not be, and must not have been within the period 

prescribed by BSP regulations, an officer, employee, consultant, adviser, or significant 

service provider of the Bank, its subsidiaries, affiliates, or related interests. Likewise, an 

Independent Director must not be a substantial shareholder of the Bank or any related 

entity and must not be related within the degree prescribed by BSP regulations to any 

Director, Officer, substantial shareholder, or controlling person of the Bank. 

 
Independent Directors are expected to provide objective oversight of Management, 

safeguard the interests of depositors and stakeholders, promote transparency and 

accountability, and contribute to the effective functioning of the Board and its 

Committees. 
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They must continuously satisfy the independence criteria prescribed by BSP regulations 

and immediately disclose any circumstance that may affect their independence or create 

an actual or potential conflict of interest. 

 
The Bank periodically assesses the continuing fitness, propriety, and independence of its 

Independent Directors to ensure compliance with BSP regulations and sound corporate 

governance practices. 

 
Policy on Directors' and Officers' Interlocking Positions 

The Bank maintains a Policy on Directors' and Officers' Interlocking Positions to ensure 

compliance with BSP regulations and promote sound corporate governance practices. 

The policy establishes guidelines governing the holding of concurrent directorships and 

officerships within the Bank and other entities, while ensuring that potential conflicts of 

interest are properly identified, evaluated, and managed. 

 
Interlocking directorships and officerships are subject to the limitations and conditions 

prescribed under applicable BSP regulations. The Bank permits interlocking positions 

only when such arrangements do not impair the ability of Directors and Officers to 

effectively perform their duties, compromise their independence of judgment, or create 

actual or potential conflicts of interest. 

 
All interlocking positions are subject to appropriate review and approval by the Board of 

Directors and are assessed based on applicable regulatory requirements, fit-and-proper 

standards, independence, integrity, competence, and the ability of the concerned 

individual to devote sufficient time and attention to his or her responsibilities. Directors 

and Officers are likewise required to disclose all existing and subsequent interlocking 

positions and update such disclosures on a continuing basis. 

 
The Bank maintains an updated record of interlocking positions and submits the required 

reports to the Bangko Sentral ng Pilipinas within the prescribed reporting periods. 

Through these measures, the Bank seeks to ensure transparency, accountability, and 

effective oversight while safeguarding the interests of the Bank, its depositors, and other 

stakeholders. 
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5. BOARD-LEVEL COMMITTEE: 

AUDIT & RISK MANAGEMENT COMMITTEE 

 
The Audit and Risk Management Committee (ARMC) of Rural Bank of Bagabag (N.V.), 

Inc. is composed of three (3) Non-Executive Directors, all of whom are Independent 

Directors. The Committee assists the Board of Directors in fulfilling its oversight 

responsibilities relating to financial reporting, risk management, internal controls, 

regulatory compliance, internal audit, and external audit functions. The composition of 

the Committee promotes objective and independent judgment in the discharge of its 

duties and responsibilities. 

 
The Committee is responsible for overseeing the integrity and reliability of the Bank’s 

financial reporting process and ensuring that financial statements are prepared in 

accordance with applicable accounting standards and regulatory requirements. It 

reviews significant financial reporting issues and provides recommendations to the 

Board on matters affecting the accuracy, completeness, and transparency of financial 

disclosures. 

 
In the area of risk governance, the Committee assists the Board in reviewing the Bank’s 

risk management framework, policies, and processes to ensure that significant risks are 

properly identified, measured, monitored, and controlled. It regularly evaluates the 

adequacy and effectiveness of risk management practices and internal control systems 

and reviews incidents involving control weaknesses, operational deficiencies, fraud, or 

other significant risk events. 

 
The Committee also oversees the effectiveness and independence of the Internal Audit 

Function and reviews the results of internal audit activities, corrective action plans, and 

management responses to audit findings. It ensures that identified issues are addressed 

in a timely and appropriate manner to strengthen the Bank’s control environment. 

 
With respect to external audit, the Committee evaluates the qualifications, independence, 

performance, appointment, reappointment, compensation, and scope of work of the 

External Auditor and recommends appropriate actions to the Board of Directors. It also 

serves as a forum for discussion between Management and the External Auditor on 

matters relating to financial reporting, audit findings, and internal controls. 
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The Committee further oversees the Bank’s compliance with applicable laws, 

regulations, BSP issuances, and internal policies. It reviews the results of examinations 

conducted by regulatory authorities, monitors corrective actions on regulatory findings, 

and provides guidance to Management on areas of significant compliance and regulatory 

risk. 

 
The Audit and Risk Management Committee regularly reports to the Board of Directors 

on the results of its activities, significant audit and risk matters, key control issues, and 

recommendations aimed at strengthening the Bank’s governance, risk management, and 

internal control framework. 

 
Chairman: Johnson D. Saquing 

 
Members 

 Marlyne R. Galapon 

 Allan Anthony D. Cadang 

 
Committee Secretary: Romeo L. Villante, Jr. 

 
Committee Structure 
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6. BOARD ATTENDANCE 

 

 
Board Meeting 

 

 

 
ARMC Meeting 
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7. INTERNAL AUDIT FUNCTION 

 
The Internal Audit Function serves as an independent and objective assurance and 

consulting activity designed to add value and improve the Bank's operations. It assists 

the Board of Directors and Management in achieving the Bank's objectives through a 

systematic and disciplined approach in evaluating and enhancing the effectiveness of 

governance, risk management, and internal control processes. 

 
The Internal Audit Department operates independently from the Bank's business and 

operational units and reports functionally to the Audit and Risk Management Committee 

and administratively to the President/Chief Operating Officer. This reporting structure 

promotes organizational independence and supports the objective performance of internal 

audit activities. 

 
The Internal Audit Function adopts a risk-based audit approach and is responsible for 

assessing the adequacy and effectiveness of the Bank's internal controls, risk 

management systems, governance processes, regulatory compliance framework, 

information systems, financial reporting processes, and asset safeguarding measures. It 

also evaluates operational efficiency, monitors the implementation of corrective actions 

on audit findings, and provides recommendations to strengthen controls and improve 

overall organizational effectiveness. 

 
The Internal Audit Department is granted unrestricted access to the Bank's records, 

personnel, systems, and physical properties necessary to perform its responsibilities. 

Significant audit findings, control deficiencies, fraud-related concerns, governance 

issues, and risk exposures are regularly reported to the Audit and Risk Management 

Committee and the Board of Directors for appropriate action and oversight. 

 
To ensure continuous improvement and adherence to professional standards, the Internal 

Audit Function maintains a Quality Assurance and Improvement Program and conducts 

its activities in accordance with applicable BSP regulations, the Institute of Internal 

Auditors' International Standards for the Professional Practice of Internal Auditing, and 

the Bank's Internal Audit Charter. 
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8. COMPLIANCE FUNCTION 

 
The Compliance Function of Rural Bank of Bagabag (N.V.), Inc. serves as an 

independent control function responsible for promoting and maintaining the Bank’s 

compliance with applicable laws, regulations, regulatory issuances, internal policies, 

ethical standards, and sound banking practices. It supports the Board of Directors and 

Senior Management in ensuring that compliance risks are effectively identified, assessed, 

monitored, controlled, and reported throughout the organization. 

 
The Compliance Officer operates independently from the Bank’s business and 

operational units and reports functionally to the Audit and Risk Management 

Committee. This organizational structure promotes objectivity and enables the 

Compliance Function to perform its responsibilities without undue influence from 

operational activities. 

 
The Compliance Function is responsible for monitoring the Bank’s compliance with 

Bangko Sentral ng Pilipinas (BSP) regulations, Anti-Money Laundering (AML) 

requirements, corporate governance standards, and other applicable regulatory 

requirements. It conducts compliance reviews and testing, identifies and assesses 

compliance risks, monitors regulatory developments, provides guidance to Management 

and staff, and recommends appropriate corrective actions to address identified 

compliance issues and prevent recurrence. 

 
The Compliance Officer maintains an inventory of applicable laws, regulations, and 

regulatory issuances, monitors the timely submission of regulatory reports, and serves as 

a central point for compliance-related information within the Bank. Regular compliance 

reports are submitted to the Audit and Risk Management Committee and the Board of 

Directors to facilitate oversight and informed decision-making. 

 
To promote a culture of compliance across the organization, the Compliance Function 

provides regulatory guidance and compliance awareness activities and works closely with 

Management and operating units in strengthening internal controls and ensuring 

adherence to regulatory and internal requirements. The effectiveness of the Compliance 

Function is periodically assessed through a quality assurance and improvement program 

to support continuous enhancement of compliance risk management practices. 
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9. LIST OF EXECUTIVE OFFICERS/SENIOR MANAGEMENT 

 
 
 
 

 
Vincent Z. Castillo, Chief Executive Officer 

 Filipino, 77 years old 

 Graduated from the University of the East, Manila, with a 

degree in Business Administration 

 Former President of the Jose P. Castillo Foundation, Inc. 

 Past positions in RB Bagabag: President (2014-2015; 

Vice President for Finance (2016-2017) 

 
 

 
Pura C. Romero, Chief Operating Officer 

 Filipino, 75 years old 

 Chairman of the Management Committee 

 Executive Director since 1998 

 Graduated from University of the Philippines, Diliman, 

QC, with a degree in B.S. Social Work and Community 

Development 

 Passed the Board Examination for B.S. Social Work in 

1973 

 A Trustee and Treasurer of Jose P. Castillo Foundation, 

Inc. 

 Past Director of the Rural Bankers Association of the 

Philippines (1999) 

 Past President of the Confederation of Northern Luzon 

Rural Bankers (2003-2004) 

 Past positions in RB Bagabag: 

Chairman/President/General Manager (2003-2013); Vice 

President (2014-2015); VP for Operations (2016); 

President (2017 to 2024) 
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10. MANAGEMENT-LEVEL COMMITTEE 

 
Management Committee (ManCom) 

The committee serves as the principal management body that assists the President and 

Chief Executive Officer in overseeing the Bank’s day-to-day operations and 

implementing the strategic directions approved by the Board of Directors. The 

Committee functions as a key coordinating and decision-making body responsible for 

monitoring the Bank’s financial condition, operational performance, business initiatives, 

and overall organizational effectiveness. 

 
The Committee reviews the Bank’s operating and financial results, evaluates significant 

business and operational matters, and formulates recommendations to Management and 

the Board on policies, operational strategies, and governance initiatives. It also supports 

the continuous enhancement of the Bank’s corporate governance framework by 

recommending improvements in policies, organizational practices, and internal processes 

consistent with regulatory requirements and industry best practices. 

 
As part of its oversight responsibilities, the Committee assists in identifying, assessing, 

and addressing significant risks affecting the Bank’s operations. It ensures that 

Management maintains an adequate understanding of the Bank’s business activities, 

organizational structure, internal controls, and risk exposures, and promotes the timely 

implementation of appropriate corrective and risk mitigation measures. 

 
The Management Committee is composed of senior officers and department heads 

representing the Bank’s major business, operational, control, and support functions. As 

of December 31, 2025, the Committee was composed of the following: 

 
Chairman/Presiding Officer: Pura C. Romero 

 
Members 

1. Vincent Z. Castillo 

2. Sherlie C. Domingo 

3. Joe Vincent B. Castillo 

4. Richmond P. Bides 

5. Rhodora B. Casareno 

6. Jensen Rusty C. Padua 

7. Dianne Kriselle B. Moreno 

8. Jimalyn G. Sagyawan 
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9. Joseph M. Ortillano 

10. Cristofer C. Rivera 

11. Frank T. Bayodao Jr. 

12. Joy Marie D. Sibayan 

13. Ray Oliver S. Eugenio 

 
Committee Secretary: Adelle C. Romero 

 
Through regular meetings and coordinated oversight, the Management Committee 

supports the achievement of the Bank’s strategic objectives, financial stability, 

operational efficiency, sound risk management, regulatory compliance, and sustainable 

growth. 

 
Credit Committee 

The committee assists the Board of Directors in the oversight and management of the 

Bank's credit activities. The Committee serves as the primary management body 

responsible for reviewing and approving credit proposals within the authority delegated 

by the Board and ensuring that credit decisions are consistent with the Bank's credit 

policies, risk appetite, and regulatory requirements. 

 
The Committee evaluates loan applications, renewals, and other credit accommodations 

within approved authority limits and ensures that credit decisions are supported by 

adequate credit assessment and risk evaluation. It also monitors the quality and 

performance of the Bank's loan portfolio, reviews credit risk concentrations, assesses 

emerging credit risks, and recommends appropriate actions to address potential problem 

accounts and non-performing loans. 

 
As part of its risk management responsibilities, the Committee promotes adherence to 

prudent lending standards, reviews compliance with established credit limits and 

policies, and supports the implementation of the Bank's credit strategy. The Committee 

likewise provides recommendations on delegated credit authorities and other credit-

related matters requiring Management or Board action. 

 
The Committee regularly reports to the Board of Directors on significant credit 

decisions, loan portfolio performance, credit quality, and material credit risk exposures to 

facilitate informed oversight and decision-making. 
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As of April 16, 2025, the Management-Level Credit Committee was composed of the 

following officers: 

 
Chairman/Presiding Officer: Vincent Z. Castillo or Pura C. Romero 

 
Members 

 Sherlie C. Domingo 

 Rhodora C. Cachola 

 
Through regular meetings and continuous monitoring of the Bank's credit portfolio, the 

Committee supports the maintenance of sound credit underwriting practices, effective 

credit risk management, and the overall safety and soundness of the Bank's lending 

operations. 
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10. KEY OFFICER’S PROFILE 

 
 

VINCENT Z. CASTILLO, Chief Executive Officer 
 Filipino, 77 years of age 

 Has been with the Bank since 2006. 

 Responsible for the overall direction and 

administration of programs and services 

provided by the Bank. Ensures that all aspects 

of the bank’s activities obtain maximum profits 

commensurate with the best interest of 

shareholders, customers, employees, and the 

public. 

 
 

 
PURA C. ROMERO, Chief Operating Officer 

 Filipino, 75 years of age 

 Has been with the Bank since 1998. 

 Exercises general supervision over all other 

officers of the Bank. 

 
 
 

 
SHERLIE C. DOMINGO, Head-Operations Division 

 Filipino, 54 years of age 

 Graduated with a Bachelor of Science degree in 

Commerce, Major in Management, from Saint 

Mary’s University, Bayombong, in 1994. 

 Joined the Bank in 1995 and currently holds the 

rank of Assistant Vice President. 

 Oversees end-to-end credit operations; ensures 

strong internal controls; maintains asset quality; 

optimizes recovery; and ensures compliance with 

bank policies and regulatory requirements. 
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EVERLYN R. MARANAN, Compliance Officer 
 Filipino, 48 years of age 

 Graduated with a Bachelor of Science degree in 

Accountancy from Saint Mary’s University, Bayombong, 

in 1998. 

 Joined the Bank in 2004 and currently holds the rank of 

Manager. 

 Ensures adherence to regulatory requirements, internal 

policies, and ethical standards; identifies targeted 

development actions where gaps may exist. 

 

 
ROSELYN R. ALUYEN, Internal Auditor 

 Filipino, 38 years of age 

 Graduated with a Bachelor of Science degree in Commerce 

from Saint Mary’s University, Bayombong, in 2008. 

 Joined the Bank in 2008 and currently holds the rank of 

Manager. 

 Provides independent assurance on governance, risk 

management, and internal controls; conducts risk-based 

audits, and reports audit results to the Board and Audit & 

Risk Management Committee in compliance with 

regulatory standards. 

 

 
RICHMOND P. BIDES, Head-Loans Marketing 

 Filipino, 35 years of age 

 Graduated with a Bachelor of Science degree in 

Information Technology from Abra State Institute of 

Sciences & Technology, Main Campus, in 2011. 

 Joined the Bank in 2017 and currently holds the rank of 

Manager. 

 Drives loan growth; leads the marketing team; ensures 

sound credit quality, and maintains compliance with 

internal policies and regulatory requirements. 
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JOSEPH M. ORTILLANO, Credit Risk Officer 
 Filipino, 37 years of age 

 Graduated with a Bachelor of Science degree in 

Information Technology from Sierra College, Bayombong, 

in 2012. 

 Joined the Bank in 2015 and currently holds the rank of 

Assistant Manager. 

 Independently oversees credit risk; monitors portfolio 

quality; ensures adherence to risk appetite, and supports 

sound credit decision-making in compliance with 

regulatory requirements. 

 

 
RHODORA C. CACHOLA, Head-Credit Administration 

 Filipino, 30 years of age 

 Graduated with a Bachelor of Science degree in Marketing 

Management from Saint Mary’s University, Bayombong, 

in 2015. 

 Joined the Bank in 2018 and currently holds the rank of 

Assistant Manager. 

 Oversees credit services, documentation control and loan 

servicing functions; ensures accuracy, completeness, 

regulatory compliance and strong internal controls 

throughout the credit process. 

 

 
DIANNE KRISELLE B. MORENO, Head-Controllership 

 Filipino, 31 years of age 

 Graduated with a Bachelor of Science degree in both 

Management Accounting and Accountancy from Saint 

Mary’s University, Bayombong, in 2015 and 2016, 

respectively. 

 Certified Bookkeeper 

 Joined the Bank in 2018 and currently holds the rank of 

Assistant Manager. 

 Ensures financial reporting accuracy; maintains robust 

internal controls; oversees general ledger integrity; and 

supports regulatory compliance and audit requirements. 
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JIMALYN G. SAGYAWAN, Head-Corporate Services 
 Filipino, 37 years of age 

 Graduated with a Bachelor of Science degree in Computer 

Science from Nueva Vizcaya State University, 

Bayombong, in 2009. 

 Joined the Bank in 2018-2023. Rejoined in 2024 with the 

rank of Assistant Manager. 

 Manages human resources, safety and security, and 

general services; ensures operational efficiency, regulatory 

compliance, and strong internal control. 

 
 
 

GEOMER J. CRISTE, Head-Information Technology 
 Filipino, 32 years of age 

 Graduated with a Bachelor of Science degree in 

Information Technology from Nueva Vizcaya State 

University, Bambang, in 2020. 

 Joined the Bank in 2022. 

 Manages the bank’s technology infrastructure; ensures 

system availability and security; supports operations; and 

maintains compliance with regulatory and internal IT 

governance standards. 

 

 
JOE VINCENT B. CASTILLO, Branch Head-Main 

 Filipino, 54 years of age 

 Graduated with a Bachelor of Science degree in Business 

Administration, Major in Management, from Philippine 

School of Business Administration, Inc., Quezon City in 

2002. 

 Joined the Bank in 1999-2008. Re-joined in 2016 and 

currently holds the rank of Senior Manager. 

 Oversees the overall operations, business development, 

customer service, and regulatory compliance of the branch. 
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CRISTOFER C. RIVERA, Branch Head-Lamut 
 Filipino, 32 years of age 

 Graduated with a Bachelor of Science degree in Business 

Administration, Major in Marketing Management, from 

Nueva Vizcaya State University, Bayombong, in 2014. 

 Joined the Bank in 2016 and currently holds the rank of 

Assistant Manager. 

 Oversees the overall operations, business development, 

customer service, and regulatory compliance of the branch. 

 

 
FRANK T. BAYODAO, JR., Branch Head-Alfonso Lista 

 Filipino, 32 years of age 

 Graduated with a Bachelor of Science degree in 

Accountancy, from Our Lady of Pillar College, Cauayan, 

in 2014. 

 Joined the Bank in 2014 and currently holds the rank of 

Assistant Manager. 

 Oversees the overall operations, business development, 

customer service, and regulatory compliance of the branch. 

 

 
JOY MARIE D. SIBAYAN, Branch Head-Diadi 

 Filipino, 32 years of age 

 Graduated with a Bachelor of Science degree in 

Management Accounting, from Saint Mary’s University, 

Bayombong, in 2014. 

 Joined the Bank in 2015 and currently holds the rank of 

Assistant Manager. 

 Oversees the overall operations, business development, 

customer service, and regulatory compliance of the branch. 
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RAY OLIVER S. EUGENIO, Branch Head-Villaverde 
 Filipino, 40 years of age 

 Graduated with a Bachelor of Science degree in Public 

Administration, from Nueva Vizcaya State University, 

Bambang, in 2011. 

 Joined the Bank in 2021 and currently holds the rank of 

Assistant Manager. 

 Oversees the overall operations, business development, 

customer service, and regulatory compliance of the branch. 

 
 

 
JAY-R M. TABANGKAY, Head-Credit Services 

 Filipino, 39 years of age 

 Graduated with a Bachelor of Science degree in Business 

Administration, Major in Marketing Management, from 

Saint Mary’s University, Bayombong, in 2019. 

 Joined the Bank in 2019 and currently holds the rank of 

Junior Officer. 

 Leads the Bank’s credit investigation and collateral 

appraisal functions, ensuring the integrity and reliability 

of information used in the credit approval process. 

 
 

 
JENSEN RUSTY C. PADUA, Head-Litigation 

 Filipino, 37 years of age 

 Graduated with a Bachelor of Science degree in Political 

Science from Saint Mary’s University, Bayombong, in 

2008. 

 Joined the Bank in 2021 and currently holds the rank of 

Assistant Manager. 

 Leads the Bank’s legal recovery and litigation 

management functions, ensuring the timely and effective 

resolution of legal cases involving non-performing assets, 

foreclosures, and collection actions. 
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11. PERFORMANCE ASSESSMENT PROGRAM 

 
The Bank maintains a formal Performance Assessment Program designed to promote 

accountability, strengthen corporate governance, and support the continuous 

improvement of the Board of Directors, Board Committees, Individual Directors, and 

Senior Management. Performance evaluations are conducted annually using approved 

assessment tools and evaluation criteria established by the Board. 

 
Board of Directors 

The performance of the Board of Directors is evaluated annually through the submission 

and review of a Board Evaluation Form. The assessment measures the Board’s 

effectiveness in carrying out its fundamental responsibilities of providing strategic 

direction, exercising oversight and control, and offering guidance and support to 

Management. The evaluation focuses on three key areas: Strategic Plan and 

Performance (35%), which assesses the Board’s role in setting and monitoring strategic 

objectives; Board Organization (30%), which evaluates governance structure, 

effectiveness of meetings, and decision-making processes; and Board Oversight of Risks 

(35%), which measures the Board’s effectiveness in overseeing the Bank’s risk 

management framework and significant risk exposures. The results of the assessment 

are used to identify opportunities for improvement and enhance Board effectiveness. 

 
Board Committees 

The performance of Board Committees is evaluated annually through a Self-Assessment 

Process. For the Audit and Risk Management Committee, the assessment covers the 

Committee’s composition and overall quality, understanding of the Bank’s business and 

risk profile, effectiveness of its processes and procedures, oversight of financial reporting 

and internal controls, oversight of internal and external audit functions, compliance and 

ethical governance responsibilities, and monitoring activities. The evaluation assists the 

Board in determining whether the Committee continues to effectively discharge its 

responsibilities and support sound governance practices. 

 
ARMC Criteria 

1. Composition and Quality (10%) 

2. Understanding the Business, Including Risks (20%) 

3. Process and Procedures (15%) 

4. Oversight of the Financial Reporting Process, including Internal Controls (15%) 

5. Oversight of Audit Functions (20%) 

6. Ethics and Compliance (5%) 

7. Monitoring Activities (15%) 
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Individual Directors and Peer Assessment 

Individual Directors are subject to annual self-assessment and peer evaluation to 

promote accountability, encourage professional development, and enhance Board 

effectiveness. The evaluation process assesses each Director’s performance in fulfilling 

governance responsibilities, understanding of the Bank’s business operations and 

external environment, effectiveness in maintaining constructive relationships and 

professional conduct, and overall contribution to Board discussions and decision-making. 

The assessment serves as an important feedback mechanism that supports continuous 

improvement and enables Directors to maximize their contributions to the Bank. 

 
Criteria 

1. Governance Role (20%) 

2. Knowledge of the Bank and the Environment (30%) 

3. Effective Behavior and Relationship (20%) 

4. Contribution (30%) 

 
Senior Management 

The Board of Directors oversees the performance evaluation of Senior Management as 

part of its responsibility for ensuring effective leadership and sound internal controls. 

Senior Officers are evaluated based on their assigned duties and responsibilities, 

achievement of strategic and operational objectives, leadership effectiveness, regulatory 

compliance, risk management practices, and key performance indicators established by 

the Bank. The Chairman and President are likewise assessed under the Bank’s 

Performance Evaluation System in accordance with the Bank’s By-Laws, approved 

policies, and performance standards. The results of these evaluations are considered in 

determining management effectiveness, succession planning, and organizational 

development initiatives. 
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12. ORIENTATION AND TRAINING PROGRAM 

 
The Bank remains committed to developing the competencies, skills, and professional 

capabilities of its directors, officers, and employees through continuous learning and 

development initiatives. During 2025, the Bank implemented and supported various 

internal and external training programs designed to strengthen operational efficiency, 

regulatory compliance, corporate governance, risk management, customer service, and 

employee development. 

 
Training activities were conducted through a combination of in-house seminars, 

regulatory webinars, industry conventions, professional certification programs, and 

specialized workshops sponsored by regulatory agencies, industry associations, and 

accredited training providers. 

 
Major training and development activities undertaken during the year included: 

 
Regulatory Compliance and Anti-Money Laundering 

To ensure continued compliance with BSP and AMLC regulations, officers and 

employees attended various Anti-Money Laundering (AML) and Counter-Terrorism 

Financing (CTF) programs, including: 

 AMLC Registration and Reporting Guidelines (ARRG); 
 AML/CTF Fundamentals Course; 

 Targeted Financial Sanctions (TFS) Course; 

 AML Compliance Refresher Courses; 
 Western Union Fraud Awareness and Compliance Training; and 

 Related Party Transactions (RPT) and DOSRI regulatory sessions. 

 
These programs strengthened the Bank's compliance culture and enhanced employees' 

awareness of emerging financial crime risks and regulatory obligations. 

 
Corporate Governance and Board Development 

Directors participated in governance-related seminars to strengthen oversight functions 

and governance practices, including: 
 Advanced Corporate Governance Programs; 

 Corporate Governance for Rural Banks; 

 Board Self-Assessment and Governance Enhancement Workshops; and 

 Director Development Programs conducted by the Rural Bankers Association of the 

Philippines (RBAP). 
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These activities supported the Board's continuing education requirements and reinforced 

sound governance principles throughout the organization. 

 
Banking Operations and Credit Management 

The Bank conducted operational and credit-related training programs aimed at 

improving service delivery and strengthening lending practices, including: 
 Operations Manual System Seminars; 

 Standard Business Loan Application Form (SBLAF) Orientation; 

 Credit Line and Credit Scoring Modules under the RBSoftech Core Banking System; 

 Credit Investigation Training; and 
 Lending and Credit Information Webinars. 

 
These programs enhanced operational efficiency and strengthened credit administration 

processes. 

 
Information Technology and Digital Risk Awareness 

Participants attended seminars relating to technology, cybersecurity, and digital banking 

risks, including: 
 Digital Risk Management and Payment Systems Security; 
 Technology Risk Awareness Programs; and 

 Digital Transformation and Resilience Initiatives for Rural Banks. 

 
These activities supported the Bank's efforts to strengthen information security and 

technology risk management frameworks. 

 
Human Resource and Organizational Development 

Employees participated in leadership, culture-building, and professional development 

programs, including: 
 RBAP Lift Life Webinar Series; 

 Brand and Culture Development Sessions; 

 Strategic Marketing Programs; 

 Human Resource Management and Workforce Development Workshops; and 
 Employee Engagement and Organizational Culture Initiatives. 

 
These programs contributed to employee development and reinforced the Bank's service-

oriented culture. 
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Occupational Safety, Health and Emergency Preparedness 

To promote workplace safety and business continuity, employees attended: 

 Occupational Safety and Health (OSH) Training; 

 First Aid and Basic Life Support (BLS) Certification Courses; 

 Fire Safety and Earthquake Drills; 
 Disaster Preparedness Programs; and 

 Emergency Response and Workplace Safety Seminars. 

 
These initiatives enhanced employee preparedness and strengthened the Bank's 

emergency response capabilities. 

 
Other Professional and Regulatory Trainings 

Employees also attended seminars and briefings covering: 

 National ID Authentication Services; 
 Tax Compliance Verification and Updates; 

 Customer Complaint Reporting Requirements; 

 Financial Literacy Programs; 

 PAG-IBIG Employer Forums; and 
 Other industry-related regulatory and operational updates. 

 
Training Participation 

During 2025, the Bank recorded extensive participation from directors, officers, and 

employees across its Head Office and branch network. Training activities covered 

regulatory compliance, governance, banking operations, credit management, information 

technology, risk management, occupational safety, and employee development, 

demonstrating the Bank's commitment to maintaining a competent workforce and a 

culture of continuous learning. 

 
The Bank will continue to invest in employee and director development programs to 

ensure that its human resources remain equipped to meet evolving regulatory 

requirements, operational challenges, and the changing needs of its customers and 

stakeholders. 
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13.  SUCCESSION PLANNING & EMPLOYEE RETIREMENT 

PROGRAM 
 

The Bank maintains structured human resource development and employee welfare 

programs consisting of a Succession Planning Program and an Employee Retirement 

Plan. These programs are designed to support organizational continuity, workforce 

stability, leadership development, and long-term sustainability in accordance with sound 

corporate governance principles and applicable regulatory requirements. 

 
Succession Planning Program 

The Bank implements a formal Succession Planning Program aimed at ensuring the 

timely availability of qualified personnel for critical positions, particularly at the middle 

management level and above. The program seeks to identify, develop, and prepare 

employees with the necessary education, experience, competencies, leadership potential, 

ambition, and personal attributes required to meet the Bank’s current and future 

operational requirements. 

 
The Succession Planning Program supports leadership continuity by identifying critical 

positions, assessing potential successors, and providing appropriate development 

opportunities through training, mentoring, performance management, and career 

development initiatives. The program is intended to ensure a sustainable pool of qualified 

personnel capable of assuming key responsibilities and facilitating the orderly transition 

of leadership and management functions. 

 
Oversight of the program is provided through a Succession Planning Committee 

composed of senior management representatives, including the Chief Executive Officer, 

Chief Operating Officer, Human Resources Head or representative, Department Heads, 

and other officers as may be necessary. The Committee is responsible for identifying 

critical positions, evaluating potential successors, aligning succession initiatives with the 

Bank’s strategic objectives, and periodically reviewing succession plans to ensure 

continued effectiveness and relevance. 
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Employee Retirement Plan 

The Bank maintains a Board-approved Employee Retirement Plan effective June 24, 

2021, which applies to all eligible regular employees, including members of Senior 

Management. The Plan is intended to promote employee welfare, recognize long-term 

service, and provide financial security upon retirement, disability, death, or separation 

under qualifying circumstances. 

 
Under the Plan, all regular employees automatically become participants upon 

regularization. Employees who attain the normal retirement age of sixty (60) years and 

have completed at least five (5) years of continuous service are entitled to retirement 

benefits equivalent to one (1) month latest basic salary for every year of credited service. 

 
The Plan likewise provides for early retirement at age fifty (50) with at least ten (10) 

years of service or upon completion of at least twenty (20) years of continuous service, 

subject to applicable benefit rates. Benefits are likewise provided in cases of voluntary 

resignation with qualifying years of service (with at least 10 years of service), 

involuntary separation due to authorized causes, death, and total and permanent 

disability, in accordance with the provisions of the Plan. 

 
The Retirement Plan is fully funded by the Bank through a retirement fund held under 

trust and financed solely by Bank contributions based on actuarial principles. No 

employee contributions are required. Benefits are payable to designated beneficiaries as 

reflected in the employee’s updated records and are administered in accordance with the 

approved Retirement Plan and applicable laws and regulations. 

 
Governance and Human Capital Development 

Both the Succession Planning Program and the Employee Retirement Plan are subject 

to periodic review and oversight to ensure continued alignment with the Bank’s strategic 

objectives, human resource requirements, and regulatory expectations. These programs 

support effective human capital management, mitigate key-person dependency risks, 

strengthen leadership continuity, promote employee welfare, and contribute to the 

Bank’s long-term stability and sustainability. 

 
Through these initiatives, the Bank remains committed to developing, retaining, and 

preparing qualified personnel while ensuring that retirement and succession matters are 

managed in a prudent, transparent, and well-governed manner. 
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14. RELATED PARTY TRANSACTION 

 
The Bank recognizes that Related Party Transactions (RPTs) may arise in the ordinary 

course of business and acknowledges the need to ensure that such transactions are 

conducted in a manner that protects the interests of the Bank, its depositors, 

shareholders, and other stakeholders. Accordingly, the Bank maintains a Related Party 

Transactions Policy that requires all transactions with related parties to be conducted on 

an arm’s-length basis and under terms and conditions that are comparable to those 

prevailing in similar transactions with unrelated parties. 

 
The Board of Directors exercises overall oversight of the Bank’s RPT framework and is 

responsible for ensuring that all related party transactions are properly identified, 

reviewed, approved, monitored, and disclosed in accordance with applicable laws, BSP 

regulations, sound corporate governance principles, and internal policies. To support the 

Board in carrying out these responsibilities, the Audit and Risk Management Committee 

(ARMC) assists in the review and monitoring of material and significant RPTs, 

evaluates compliance with established policies, assesses potential conflicts of interest, 

and recommends appropriate actions to the Board whenever necessary. 

 
a. Conflict of Interest Management 

The Bank maintains policies requiring Directors, Officers, and Employees to conduct 

business with the highest standards of integrity, professionalism, and objectivity. 

Directors, Officers, and Employees are required to disclose any actual, potential, or 

perceived conflict of interest involving personal, family, financial, or business 

relationships that may influence, or appear to influence, their judgment and decision-

making. 

 
Any Director or Officer with a material interest in a Related Party Transaction is 

required to disclose such interest and refrain from participating in the evaluation, 

deliberation, recommendation, approval, or voting process involving the transaction. The 

Bank likewise prohibits Directors, Officers, and Employees from participating in credit 

approvals, personnel actions, incentive determinations, bonus recommendations, 

procurement decisions, or other transactions where an actual or potential conflict of 

interest exists. 
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To further strengthen governance, the Bank has enhanced its procedures for the review 

and evaluation of Related Party Transactions by requiring independent assessment and 

appropriate documentation of transactions involving related parties. These measures are 

intended to ensure that transactions are conducted fairly, transparently, and in the best 

interest of the Bank. 

 
b. Related Party Transaction Review and Vetting Process 

The Bank’s RPT vetting process requires the identification of related parties prior to 

transaction approval. Proposed transactions are subjected to an independent review by 

non-interested Directors to determine whether the transaction is undertaken under 

terms and conditions comparable to those available to unrelated parties. The evaluation 

includes consideration of the business purpose of the transaction, commercial 

reasonableness, pricing, terms and conditions, supporting documentation, potential risks, 

and overall impact on the Bank. 

 
For credit accommodations involving related parties, the Bank applies the same credit 

underwriting standards, documentary requirements, approval hierarchy, collateral 

evaluation standards, credit monitoring procedures, and collection processes applicable 

to non-related borrowers. No preferential treatment is granted solely by reason of 

relationship with the Bank. 

 
Independent review and approval mechanisms are implemented to ensure objectivity and 

compliance with regulatory requirements. 

 
c. Related Party Transactions 

During the year, the Bank maintained certain transactions with related parties arising 

from its normal business operations and administrative requirements, including lease 

arrangements involving branch and office premises owned by Directors, stockholders, 

and officers of the Bank, as well as donations made to the Jose P. Castillo Foundation in 

support of the Bank’s corporate social responsibility initiatives. These transactions were 

undertaken pursuant to approved agreements and programs and were subjected to the 

Bank’s review, approval, monitoring, and reporting processes. 
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Specifically, the Bank leased the premises occupied by its Main Branch, Lamut Branch, 

Alfonso Lista Branch, and Villaverde Branch from individuals who are Directors and 

stockholders of the Bank. In addition, the Bank leased its Corporate Office from the Vice 

President of the Bank. The Bank also provided donations to the Jose P. Castillo 

Foundation, an organization associated with members of the controlling shareholder 

group, in support of educational and community development programs. Management 

represents that these transactions were reviewed and evaluated in accordance with the 

Bank’s policies and applicable regulatory requirements. 

 
Material transactions are subject to continuing oversight by Management, the Audit and 

Risk Management Committee, and the Board of Directors to ensure compliance with 

approved terms and conditions and to safeguard the interests of the Bank and its 

stakeholders. 
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15. REMUNERATION POLICY & STRUCTURE FOR EXECUTIVE 

AND NON-EXECUTIVE DIRECTORS, AND 
SENIOR MANAGEMENT 

 

 
The Bank maintains a Remuneration and Incentive Policy designed to attract, retain, 

motivate, and reward qualified directors, officers, and employees while promoting the 

long-term sustainability, safety, and soundness of the institution. The remuneration 

framework is guided by the principles of regulatory compliance, transparency, fairness, 

internal equity, external competitiveness, sustainable pay for sustainable performance, 

and prudent risk-taking. The Board of Directors exercises overall oversight of the 

remuneration framework and conducts periodic reviews to ensure that compensation 

practices remain aligned with the Bank’s strategic objectives, risk appetite, financial 

condition, and regulatory requirements. The Management Committee assists the Board 

by reviewing remuneration practices and providing recommendations regarding 

remuneration principles, performance criteria, and compensation structures. 

 
a. Executive Directors 

The remuneration of Executive Directors is governed by the Bank’s By-Laws and 

approved remuneration policies. In accordance with Article III, Section 10 of the By-

Laws, the total compensation of the Board of Directors shall not exceed ten percent 

(10%) of the preceding year’s net income before income tax. Such compensation is 

apportioned among the directors in a manner determined by the Board acting as a body. 

Executive Directors may receive fixed remuneration based on industry standards and 

variable remuneration linked to the financial performance of the Bank. The variable 

component is primarily determined based on the Bank’s net income and is intended to 

align the interests of directors with the achievement of the Bank’s strategic objectives 

and long-term financial stability. 

 
b. Non-Executive Directors 

The remuneration of Non-Executive Directors is likewise governed by the Bank’s By-

Laws and approved remuneration policies. Total compensation received by the Board 

remains subject to the limitation prescribed under the By-Laws and applicable 

regulations. Non-Executive Directors receive remuneration that is primarily linked to 

the overall financial performance of the Bank, particularly its net income before income 

tax. The compensation structure recognizes their oversight and governance 

responsibilities while ensuring that remuneration remains reasonable, transparent, and 

aligned with the Bank’s financial condition and long-term interests. 
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c. President and Senior Management 

The compensation of the President is determined and approved by the Board of 

Directors, while the compensation of other senior management officers is established in 

accordance with approved compensation structures and delegated authorities. The 

remuneration package consists of fixed and variable components. Fixed remuneration is 

based on position responsibilities, qualifications, experience, internal equity 

considerations, and prevailing industry practices. Variable remuneration is linked to both 

the financial performance of the Bank and the results of individual performance 

evaluations. This approach is intended to promote accountability, reward performance, 

encourage prudent decision-making, and support the achievement of the Bank’s strategic 

and operational objectives. 

 
In addition to fixed and variable compensation, officers and employees may receive 

benefits and incentives provided under the Bank’s Remuneration and Incentive Policy, 

including statutory benefits, 13th Month Pay, Anniversary Bonus, Christmas Bonus, 

service recognition awards, leave monetization privileges, group insurance coverage, 

financial assistance programs, employee loan facilities, medical reimbursement benefits, 

uniform allowances, and other benefits approved by the Board of Directors. These 

benefits are intended to enhance employee welfare, recognize loyalty and performance, 

and support the Bank’s objective of maintaining a motivated and productive workforce. 

 
The Bank’s remuneration framework is designed to ensure that compensation practices 

are consistent with sound corporate governance principles, prudent risk management, 

regulatory requirements, and the long-term interests of the Bank, its depositors, 

shareholders, employees, and other stakeholders. 
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16. SELF-ASSESSMENT FUNCTION 

 
a. Internal Audit and Compliance Functions 

The Bank is committed to establishing and maintaining a sound system of internal 

control for the efficient and effective management of its business operations and to 

enhance the effectiveness of risk management, control, and governance processes. 

Internal control comprises all policies, procedures, practices, and activities undertaken 

by the Board of Directors, Management, and personnel to provide reasonable assurance 

that the Bank achieves its objectives. The primary objectives of internal control are to 

ensure the reliability and integrity of financial and operational information, effectiveness 

and efficiency of operations, safeguarding of assets, compliance with laws, rules, 

regulations, policies, procedures and contractual obligations, and the attainment of the 

Bank’s strategic and operational objectives. 

 
b. Internal Audit Function 

The Internal Audit Function is headed by Ms. Roselyn R. Aluyen, Internal Auditor. The 

Internal Audit Function provides independent and objective assurance and consulting 

services designed to evaluate and improve the effectiveness of risk management, internal 

control, and governance processes. It assists the Board of Directors and Management in 

protecting the Bank’s assets, ensuring compliance with applicable laws and regulations, 

and promoting operational efficiency and effectiveness. 

 
The Internal Audit Function operates under an Internal Audit Charter approved by the 

Board of Directors, which defines its purpose, authority, responsibilities, and 

independence. The Internal Auditor performs audit activities independently and 

objectively and is free from interference in determining the scope of audit work, 

performing audit procedures, and communicating audit results. Functionally, the 

Internal Auditor reports directly to the Board of Directors through the Audit and Risk 

Management Committee (ARMC). 

 
c. Compliance Function 

The Compliance Function is headed by Ms. Everlyn B. Reyes, Chief Compliance Officer. 

The Compliance Function facilitates the effective management of compliance risk by 

ensuring adherence to applicable laws, rules, regulations, regulatory expectations, and 

internal policies. It assists the Board of Directors and Senior Management in promoting 

a culture of compliance and ethical conduct throughout the organization. 
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The Compliance Function operates under a Compliance Charter approved by the Board 

of Directors, which defines its authority, responsibilities, reporting relationships, and 

independence. The Chief Compliance Officer exercises independent judgment in carrying 

out compliance responsibilities and is free from undue influence in identifying, 

monitoring, and reporting compliance risks and issues. Functionally, the Chief 

Compliance Officer reports directly to the Board of Directors through the Audit and Risk 

Management Committee (ARMC) and administratively to the President. 

 
d. Authority Granted to Internal Audit and Compliance Functions 

To ensure the effective discharge of their respective mandates, the Board of Directors 

has granted the Internal Audit and Compliance Functions sufficient authority, 

independence, and unrestricted access to records, systems, personnel, and information 

necessary in the performance of their duties. 

 
Specifically, the Internal Audit Function is authorized to: (a) have unrestricted access to 

all books, records, documents, systems, assets, and personnel of the Bank; (b) examine 

and evaluate all activities, operations, and control processes of the Bank; (c) assess the 

adequacy and effectiveness of internal controls, risk management systems, and 

governance processes; (d) require explanations, reports, and supporting documents from 

officers and employees; (e) communicate audit findings, recommendations, and 

significant issues directly to the Board of Directors through the ARMC; and (f) conduct 

follow-up reviews to monitor the implementation of agreed corrective actions. 

 
Likewise, the Compliance Function is authorized to: (a) have unrestricted access to 

records, reports, systems, personnel, and information relevant to compliance activities; 

(b) identify, document, assess, monitor, and report compliance risks; (c) require the 

submission of compliance-related information, reports, certifications, and explanations 

from concerned units and personnel; (d) investigate potential violations of laws, 

regulations, and internal policies; (e) recommend corrective actions, policy 

enhancements, and control improvements; (f) escalate significant compliance issues 

directly to Senior Management and the Board of Directors through the ARMC; and (g) 

coordinate and communicate with regulatory authorities, including the Bangko Sentral 

ng Pilipinas, on matters relating to compliance and regulatory requirements. 
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e. Review Process Adopted by the Board to Ensure the Effectiveness and Adequacy of 

the Internal Control System 

The Board of Directors, through the Audit and Risk Management Committee (ARMC), 

exercises oversight responsibility over the adequacy and effectiveness of the Bank’s 

internal control system, risk management framework, and compliance processes. The 

ARMC reviews and approves the annual risk-based Internal Audit Plan and Compliance 

Testing Plan, including their scope, objectives, coverage, and resource requirements, to 

ensure that significant risks and control areas are adequately addressed. 

 
The Board, through the ARMC, ensures that the Internal Audit and Compliance 

Functions are provided with adequate authority, independence, staffing, training, and 

resources necessary to effectively perform their respective mandates. The ARMC also 

ensures that the scope of audit and compliance activities includes the evaluation of 

governance processes, operational controls, information systems, financial reporting 

controls, safeguarding of assets, and compliance with applicable laws, regulations, 

policies, and contractual obligations. 

 
The ARMC regularly reviews reports submitted by the Internal Auditor and Chief 

Compliance Officer, including audit findings, compliance observations, risk assessments, 

recommendations, corrective action plans, and the status of implementation of 

management actions. It likewise reviews reports from external auditors and regulatory 

examinations, as applicable, to obtain an independent assessment of the Bank’s control 

environment. 

 
The Board periodically assesses the effectiveness of the Bank’s internal control system 

based on the results of audit and compliance reviews, risk assessments, regulatory 

examinations, external audit findings, and management reports. Internal controls are 

reviewed and enhanced as necessary to address emerging risks, changes in business 

operations, regulatory developments, and identified control weaknesses. The Board 

considers the internal control system effective when it provides reasonable assurance 

that risks are appropriately managed, assets are safeguarded, financial and operational 

information is reliable, regulatory requirements are complied with, and the Bank’s 

strategic and operational objectives are achieved. 
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17. DIVIDEND POLICY 

 
Pursuant to Section 57 of Republic Act No. 8791 (The General Banking Law of 2000) 

and the applicable provisions of the Manual of Regulations for Banks (MORB), the Bank 

may declare dividends only out of its unrestricted retained earnings and accumulated net 

profits after deducting losses, bad debts, and other required adjustments. The Bank 

ensures that any declaration of dividends is made in accordance with applicable laws, 

Bangko Sentral ng Pilipinas (BSP) regulations, and sound banking practices. 

 
Prior to any dividend declaration, Management conducts an assessment of the Bank’s 

financial condition and regulatory compliance to determine its eligibility to declare 

dividends. The assessment includes, among others, verification that the Bank has 

sufficient unrestricted retained earnings, remains compliant with the minimum capital 

requirements, risk-based capital adequacy ratio, prudential regulations, and other BSP 

requirements governing dividend declarations. 

 
The proposed dividend declaration is reviewed by Senior Management and endorsed to 

the Board of Directors for consideration. The Board evaluates the Bank’s financial 

performance, capital position, asset quality, liquidity condition, future capital 

requirements, business plans, and regulatory compliance before approving any dividend 

declaration. 

 
Following Board approval, the Bank ensures compliance with all applicable BSP 

regulations, reportorial requirements, and conditions governing dividend declarations. 

Dividend payments are made only after confirming compliance with all applicable BSP 

regulations and conditions governing dividend declarations. 

 
The Bank recognizes the importance of maintaining adequate capitalization to support its 

operations, business growth, and risk profile. Accordingly, the declaration of dividends is 

balanced against the need to preserve sufficient capital, maintain financial stability, and 

protect the interests of depositors, shareholders, and other stakeholders. 

 
The Board of Directors reviews dividend declarations on a case-to-case basis and does 

not maintain a fixed dividend payout ratio. The amount and timing of dividend 

declarations depend on the Bank’s profitability, capital position, liquidity, future business 

requirements, and compliance with applicable laws, rules, and regulations. 
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18. CONSUMER PROTECTION 

 
The Bank recognizes the value of consumer protection as customers are fundamental to 

its operations. It is committed to consistently uphold the highest standards of service, 

fairness, transparency, and accountability in all its dealings with customers to mitigate 

the risk of financial harm or loss. 

 
a. Role and Responsibility of the Board of Directors and Senior Management 

 
Board of Directors (BOD) 

The Board of Directors has the ultimate responsibility for the Bank’s level of customer 

protection risk exposure. Accordingly, it approves the Bank’s overall business strategies 

and significant policies, including those related to consumer protection risk management. 

The Board ensures that it maintains a sound understanding of customer protection risks 

through regular reports, compliance updates, internal audit results, and briefings from 

internal and external experts. 

 
The Board provides clear direction on acceptable levels of consumer protection risk and 

ensures that Senior Management implements the necessary policies, procedures, and 

internal controls. 

 
It is responsible for the development and continuous enhancement of the Customer 

Protection Risk Management System (CPRMS), which is integrated into the Bank’s 

overall governance and risk management framework covering the entire product and 

service lifecycle. 

 
Each Director is expected to maintain sufficient knowledge and awareness of consumer 

protection principles through participation in relevant trainings, seminars, and 

regulatory briefings. 

 
The Board reviews and approves consumer protection policies, including oversight of 

third-party service providers, and ensures that consumer protection standards are 

embedded in all business activities and product offerings. 

 
The Board also ensures periodic review of consumer protection risk exposure limits, 

particularly in relation to new products, services, and significant changes in business 

strategies. 
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The Bank also promotes SDG 10 (Reduced Inequalities) through its commitment to 

financial inclusion and provision of banking services to rural and underserved 

communities. Through collaboration with educational institutions, local communities, 

regulators, and other stakeholders in implementing sustainability and community 

development programs, the Bank contributes to SDG 17 (Partnerships for the Goals). 

 
The Bank remains committed to continuously strengthening its sustainability practices 

and integrating environmental, social, and governance (ESG) considerations into its 

governance framework, risk management system, business strategy, and day-to-day 

operations in support of sustainable and inclusive economic growth. 

 
Furthermore, the Board ensures that consumer protection reports, including complaint 

trends, audit findings, and compliance assessments, are regularly reviewed and that 

corrective actions are promptly addressed. 

 
Senior Management 

Senior Management is responsible for the implementation of the Board-approved 

Consumer Protection Program and for ensuring compliance with applicable laws, 

regulations, and internal policies on a day-to-day basis. 

 
Management ensures that appropriate systems, controls, and accountability structures 

are in place across all business units, and that employees are adequately trained and 

guided in implementing consumer protection standards. 

 
Senior Management is also responsible for promoting a strong culture of ethical conduct, 

customer-centric service, and compliance with consumer protection principles throughout 

the organization. 

 
b. Board and Senior Management (Joint Responsibilities) 

The Board and Senior Management jointly ensure the continuous effectiveness of the 

Customer Protection Risk Management System (CPRMS) through periodic reviews of 

policies, audit findings, complaint reports, and compliance assessments. 

 
They ensure that sufficient resources are allocated to consumer protection initiatives and 

that identified weaknesses are addressed through timely corrective and preventive 

actions. 

 
They also ensure the adequacy of reporting systems used to monitor consumer 

protection risks, complaint trends, and service quality indicators. 
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The Board and Senior Management ensure that employees possess the integrity, 

competence, and ethical standards required to support a strong consumer protection 

culture. 

 
They also ensure that the Bank is able to respond to emerging consumer risks arising 

from changes in the regulatory environment, market conditions, and product innovations. 

 
c. Consumer Protection Risk Management System (CPRMS) 

The Financial Consumer Protection (FCP) Framework serves as the Bank’s guiding 

principle in ensuring fair treatment, transparency, honesty, and accountability in all 

dealings with customers. 

 
The Bank adheres to key consumer protection principles that are embedded in its 

operations, including: 
 Proper education of clients regarding their obligations on loan repayment 

 Clear communication of consequences of delinquency and past due accounts 
 Full disclosure of principal, interest rates, fees, insurance, and other charges 

 Promotion of responsible credit usage, including renewals and partial principal 

payments 

 Encouraging savings behavior through regular deposits and account maintenance 

 Ensuring that all banking activities involving client participation are beneficial to 

both the customer and the Bank 

 
The Bank ensures that these principles are effectively implemented through regular 

employee orientation, product knowledge training, and continuous policy awareness 

programs. 

 
The Customer Protection Risk Management System (CPRMS) is the framework used by 

the Bank to identify, measure, monitor, and control consumer protection risks inherent 

in its operations. These risks may arise from both the Bank and its customers and are 

managed throughout the entire product and service lifecycle. 

 
The CPRMS is proportionate to the Bank’s size, structure, and complexity and forms 

part of the overall risk management system. It ensures compliance with consumer 

protection laws, rules, and regulations and prevents financial harm to customers while 

safeguarding the Bank from reputational and operational risks. 
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The Bank has established policies and procedures addressing identified consumer 

protection risks, which are embedded in manuals, operational procedures, forms, 

marketing materials, website disclosures, and branch-level postings. 

 
The CPRMS includes regular monitoring and reporting mechanisms such as compliance 

reviews, internal audit assessments, and management reporting. Results of these 

reviews are escalated to Senior Management and the Board of Directors for appropriate 

action, including corrective and preventive measures. 

 
d. Consumer Assistance Management System (CAMS) 

 
Structure 

The Bank implements its Consumer Assistance Management System (CAMS) through 

its existing operational structure. Branch Managers are designated as Customer 

Assistance Officers (CAOs). They are responsible for handling customer concerns at the 

branch level. 

 
Customer concerns and complaints are reported through the CAOs and consolidated for 

submission to Senior Management, which reports significant matters to the Board of 

Directors for oversight and action. 
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e. Role of Customer Assistance Officer (CAO) 

The Branch Managers designated as CAOs have the following responsibilities: 

1. Receive and acknowledge customer concerns and provide a Complaint/Request Form 

2. Record complaints in a logbook and encode them in the complaint database 

3. Conduct initial review and fact-finding to identify root causes 

4. Address concerns immediately or escalate to higher management when necessary 

5. Prepare responses for approval by Senior Management before release to customers 

6. Obtain customer feedback to assess resolution effectiveness 

7. Submit summary reports to the Head of Customer Assistance for consolidation 

 
All complaint records are treated with strict confidentiality and handled in accordance 

with the Bank’s Data Privacy and Information Security policies. 

 
f. Customer Assistance Channels 

Customers may lodge concerns through the following channels: 

 Walk-in or branch visit 

 Letter or email 

 Telephone hotline or branch contact numbers 
 Suggestion boxes located in branches 

 
Each branch maintains a Customer Assistance Help Desk to ensure accessibility and 

responsiveness. Suggestion boxes are regularly reviewed by Branch Management, and 

appropriate actions are taken on submitted concerns. 

 
The Bank also provides priority service lanes for senior citizens, persons with 

disabilities, pregnant women, and customers with children, in support of fair and 

inclusive treatment of clients. 

 
Alternative dispute resolution mechanisms such as conciliation, mediation, and 

arbitration may be applied where appropriate to facilitate amicable settlement of 

complaints at the branch or Bank level. 

 
g. Complaint Handling Process and Timeline 

The Bank ensures that all complaints are handled within defined service standards as 

follows: 
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All complaint handling activities are subject to monitoring to ensure timely resolution 

and continuous service improvement. 

 
h. Customer Feedback and Monitoring 

The Bank values customer feedback as a key input for service enhancement. Feedback is 

obtained through complaint handling outcomes, customer interactions, and branch-level 

engagement. 

 
Consumer protection performance is continuously monitored through complaint trend 

analysis, internal audit findings, and management reporting. Key issues are escalated to 

Senior Management and the Board for review and corrective action. 

 
i. Data Privacy and Information Security 

The Bank ensures the confidentiality, integrity, and protection of customer information 

in accordance with applicable Data Privacy laws and BSP regulations. Access to 

customer data is restricted on a need-to-know basis, and appropriate administrative, 

technical, and organizational safeguards are implemented to prevent unauthorized 

access, disclosure, or misuse. 
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j. Fair Treatment of Financial Consumers 

The Bank upholds the principle of fair treatment of financial consumers by ensuring 

transparency, responsible marketing, clear disclosures, and non-discriminatory service 

delivery. Customers are provided with complete and understandable information to 

support informed financial decisions. 

 
Through these measures, the Bank ensures that consumer protection principles are fully 

embedded in its operations and continuously strengthened in line with BSP regulations, 

the Financial Consumer Protection Framework, and sound banking practices. 

 
k. Summary of Complaints and Resolutions for the Year 2025 
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1. CORPORATE SOCIAL RESPONSIBILITY INITIATIVES 

 
The Bank is the sole donor of the Jose P. Castillo Foundation since 2006 that provides 

financial assistance to public schools in Bagabag and nearby towns where bank’s 

branches are located. Yearly, more than one thousand (1,000) of students were being 

supported by the Foundation. 

 
Furthermore, the following are the significant features in the bank’s Environmental and 

Social Risk Management Framework: 

 
a. Sustainability Strategic Objectives 

To promote corporate accountability and transparency on the impacts of businesses on 

environment and society and incorporate appropriate risk mitigation measures in overall 

credit management. The risk appetite of the bank is low since most of the borrowers are 

from agricultural sector. 

 
b. Overview of the E&S Risk Management System 

An ESMS helps the Bank to: 

 Identify environmental and social risk associated with clients/investees and 

understand the potential impact on its portfolio; 
 Systematically assess and manage environmental and social risks; 

 Implement the necessary steps within its risk management system including 

documentation and recordkeeping; 

 Monitor client/investee compliance with national environmental and social 

regulations and international best practices and standards; 

 Require clients/investees to implement mitigation measures for identified 

environmental and social risk; 
 Identify social and environmental business opportunities; and 

 Develop a good reputation among clients/investees, investors and other relevant 

parties in the financial market. 

 
c. ESRM in the Credit Risk Management System 

In defining the credit risk appetite of the bank, the environmental and social (E&S) risk 

shall be considered. The basis for the evaluation of E&S risks shall be type of loan, 

location of borrower, project and/or collateral and industry of the borrower. 
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d. Products/services Aligned with Sustainability Standards and Practices 

 
Agriculture 

In the agriculture sector, if a loan application (New/Renewal/Restructuring) involves 

farming/crop production activities, poultry and dairy, it has to be checked against the 

exclusion list, if there is any environmentally or socially adverse agricultural practices 

involved such as use of pesticides, agro-chemicals leading to top soil depletion, 

groundwater contamination, use of nitrogenous fertilizers instead of organic fertilizers 

leading to nitrous oxide emissions etc. Agribusiness involving sorting, packaging, 

distribution and sales will not require completing ESDD checklist. 

 
MSME 

In the micro/small enterprise category sector, if the following activities are involved, 

then a loan application worth above PhP 500 thousand will be subject to due diligence 

using generic ESDD checklist, in addition to the exclusion list, even if the loan amount is 

less: 

 Washing, dyeing and finishing units of RMG sector (water, chemical pollution) 

 Small steel re-rolling mills (operational health and safety, thermal, air pollution) 

 Brick kilns (air pollution, child labor, burning of fossil fuel) 

 Units for tanning, dressing and dyeing of leather and fur (water, chemical, air 

pollution) 

 Pesticides, agrochemical and nitrogen manufacturing units (land contamination, 

water, air pollution) 
 Chemicals and chemical products manufacturing units (safety, pollution) 

 Rubber and plastic products manufacturing units (pollution) 

 Batteries and accumulators manufacturing units (chemical pollution) 

 
All loan applications (New/Renewal/Rescheduling/Restructuring) in the medium 

enterprise sector will have to undergo E&S due diligence as per the generic or sector 

specific ESDD checklist. 

 
Trade, Retail, and Microfinance 

For all trade, retail and microfinance only the exclusion list will have to be consulted. 

Any transaction in the Exclusion List will have to be terminated. 
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e. Breakdown of E&S risk exposures of the bank per industry or sector 

Environmental issues may present themselves as temporary or permanent changes to the 

atmosphere, water, and land due to human activities, which can result in impacts that 

may be either reversible or irreversible. The following are the types of risks that may 

arise due to client's business operation. The intensity and degree of risks will vary as per 

the type of industry, scale and location, manufacturing processes adopted, etc. 

 
Environmental 

 Air emissions and ambient air quality 

 Energy use and conservation 

 Wastewater and water quality 

 Water use and conservation 
 Hazardous Material Use 

 Land contamination 

 Biodiversity and natural resources 

 
Social 

Social issues may emerge in the workplace and may also impact surrounding 

communities. Performance in the areas listed below can represent social risks to the 

client's operation: 
 Labour and working conditions 

 Occupational health and safety 

 Community health, safety, and security 

 Land acquisition and involuntary resettlement 
 Indigenous peoples 

 Cultural heritage 

 
f. Information on the Existing and Emerging E&S Risk and Impact to the Bank 

E&S Risks on the Operational Management System 

E&S risks events can cause severe disruption to the bank’s operations. For example, 

severe weather events could adversely impact business continuity, offices, processes, and 

staff that could lead to financial losses. On the other hand, social risk concerns such as 

public health issues, labor issues, and human rights violations can result to vacancies, 

absenteeism or affect personnel morale which can adversely impact operations. 
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g. Other Initiatives to Promote Adherence to Internationally Recognized 

Sustainability Standards and Practices 

E&S Due Diligence 
 Review the project’s compliance with applicable national environmental and social 

regulations; 

 Review the project’s track record on environmental and social issues, in terms of 

potential non-compliance with national regulations or negative publicity; 

 Review the project’s compliance against international standards or industry best 

practice regarding environmental and social issues; and 

 Documenting all required information. Every loan file should have a fully completed 

E&S checklist, copies of all permits, clearances (DENR clearance certificate, BFP 

clearances, ESAP, E&S Covenants in loan agreement and after disbursement 

subsequent supervision reports. 

 
h. Progress of Implementation of Initiatives Undertaken to Integrate Sustainability 

Principles to Governance Framework, Risk Management System, Business Strategy, 

and Operations 

The Bank approved the Environmental and Social Risk Management Framework last 

July 23, 2020, as per B.R. No. 22, S. 2020. On January 14, 2022, the transition plan 

was approved as a guide for the attainment of the desired objective. Moreover, the 

existing Environmental and Social Risk Management Framework was amended to 

promote corporate accountability and transparency on the impacts of businesses on 

environment and society and incorporate appropriate risk mitigation measures in overall 

credit management. 

 
Even before the mandate from BSP, the bank is compliant with the solid waste 

management system and an advocate of protecting the environmment. As a matter of 

fact, most of the Internal reports are printedon the back of used bond papers to help 

minimize the cutting of trees for paper production. Transactions outside the bank that 

require transport were also trimmed down and on a scheduled basis to minimize 

greenhouse gases that is currently damaging the environment. 
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i. Alignment with the United Nations Sustainable Development Goals (SDGs) 

The Bank recognizes the importance of supporting the United Nations Sustainable 

Development Goals (SDGs) through its business operations, governance framework, 

environmental stewardship initiatives, employee welfare programs, and community 

development activities. Through the Jose P. Castillo Foundation, which has provided 

educational assistance to more than one thousand (1,000) students annually since 2006, 

the Bank contributes to SDG 4 (Quality Education) by promoting access to education 

and human capital development within its service areas. 

 
The Bank's lending activities, particularly to agricultural borrowers, support SDG 1 (No 

Poverty), SDG 2 (Zero Hunger), and SDG 8 (Decent Work and Economic Growth) by 

providing financial resources that help improve agricultural productivity, support 

livelihood generation, and strengthen rural economic development. Through its 

Environmental and Social Risk Management Framework, the Bank integrates 

sustainability considerations into its credit risk management process, thereby supporting 

SDG 9 (Industry, Innovation and Infrastructure), SDG 12 (Responsible Consumption 

and Production), SDG 13 (Climate Action), SDG 15 (Life on Land), and SDG 16 

(Peace, Justice and Strong Institutions). 

 
The Bank likewise promotes employee welfare through the provision of medical 

reimbursement assistance of up to ₱5,000 per employee and insurance coverage under 

the Alalay sa Buhay Program, contributing to SDG 3 (Good Health and Well-Being). 

The acceptance of on-the-job trainees (OJTs) and interns supports SDG 4 (Quality 

Education) and SDG 8 (Decent Work and Economic Growth) by providing practical 

workplace learning opportunities for students and future professionals. 

 
As part of its environmental sustainability initiatives, the Bank has installed solar 

energy facilities in its Main Branch/Head Office, supporting SDG 7 (Affordable and 

Clean Energy) and SDG 13 (Climate Action). The Bank further promotes environmental 

responsibility through proper waste segregation, digitization of records, reduced paper 

consumption, utilization of the reverse side of used bond papers for internal reports, 

scheduled transportation activities to reduce fuel consumption, early shutdown of air-

conditioning units before the close of business hours, and strict implementation of energy 

conservation practices such as turning off unused lights and equipment. These initiatives 

contribute to SDG 11 (Sustainable Cities and Communities), SDG 12 (Responsible 

Consumption and Production), SDG 13 (Climate Action), SDG 14 (Life Below Water), 

and SDG 15 (Life on Land). 
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The Bank also promotes SDG 10 (Reduced Inequalities) through its commitment to 

financial inclusion and provision of banking services to rural and underserved 

communities. Through collaboration with educational institutions, local communities, 

regulators, and other stakeholders in implementing sustainability and community 

development programs, the Bank contributes to SDG 17 (Partnerships for the Goals). 

 
The Bank remains committed to continuously strengthening its sustainability practices 

and integrating environmental, social, and governance (ESG) considerations into its 

governance framework, risk management system, business strategy, and day-to-day 

operations in support of sustainable and inclusive economic growth. 
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1. ORGANIZATIONAL STRUCTURE 
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Expanded Organizational Structure of Branch Operations 

The following diagram provides a detailed view of the reporting and functional 

relationships among personnel involved in branch banking, lending, credit 

administration, remedial management, and accounting support functions. 
 

 

 

 
At the branch level, the Branch Manager serves as the overall head of branch operations 

and reports to the Branch Banking Head. The Branch Manager is responsible for the 

implementation of the bank’s policies, achievement of business objectives, supervision of 

personnel, and delivery of quality customer service within the branch. 

 
Supporting branch operations is the Service Officer, who oversees deposit and cash 

operations, customer service activities, and compliance with internal control procedures. 

Reporting to the Service Officer are the Paying/Receiving (P/R) Tellers, who handle 

daily cash transactions and frontline banking services. 

 
Account Officers and/or Marketing Assistants, Documentation/Loan Servicing 

Assistants, and Collection Assistants report administratively to the Branch Managers. 

Meanwhile, Central Accounting provides accounting oversight and support to branch 

operations, ensuring the timely recording, reconciliation, and reporting of financial 

transactions in accordance with applicable accounting standards and regulatory 

requirements. 
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Name of Stockholder 
 

 
1. Douglas Z. Castillo 

 
2. Pura C. Romero 

 
3. Adelle C. Romero 

 
4. Camille R. Cueto 

 
5. Victor Z. Castillo 

 
6. Joe Vincent B. Castillo 

 
7. Jeffrey Patrick B. Castillo 

 
8. Jennifer Magdalena C. Pingul 

 
9. Vincent Z. Castillo 

 
10. Veronica G. Castillo 

 
11. Valerie G. Castillo 

 
12. Regina Joelle G. Castillo 

 
13. Genevieve Isabelle G. Castillo 

 
14. Teresita I. Hernaez 

 
15. Lorna P. Bugayong 

Nationality 

Filipino 

Filipino 

Filipino 

Filipino 

Filipino 

Filipino 

Filipino 

Filipino 

Filipino 

Filipino 

Filipino 

Filipino 

Filipino 

Filipino 

Filipino 

% of 

Stockholdings 

 
24.76 

 
9.91 

 
7.43 

 
7.43 

 
6.19 

 
6.19 

 
6.19 

 
6.19 

 
4.95 

 
4.95 

 
4.95 

 
4.95 

 
4.95 

 
0.72 

 
0.23 

Voting 

Status 

In person 

In person 

In person 

Via proxy 

In person 

In person 

In person 

In person 

In person 

Via proxy 

Via proxy 

Via proxy 

Via proxy 

In person 

In person 

 
2. LIST OF STOCKHOLDERS AND STOCKHOLDINGS 
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Name of Stockholder 
 

 
16. Marlyne R. Galapon 

 
17. Johnson D. Saquing 

 
18. Allan Anthony D. Cadang 

Nationality 

Filipino 

Filipino 

Filipino 

% of 

Stockholdings 

 
0.000103 

 
0.000103 

 
0.000103 

Voting 

Status 

In person 

In person 

In person 
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3. PRODUCTS AND SERVICES 

 

 
The Bank offers a range of deposit and loan products designed to meet the savings, 

financing, and investment needs of its clients, while promoting financial inclusion and 

supporting local economic development. 

 
Deposit Accounts 

 
Regular Savings Account 

The Regular Savings Account is a basic deposit product that allows clients to safely 

deposit and withdraw funds while earning interest on their balances. It is designed to 

support everyday banking needs with ease of access and convenience. To earn interest, a 

minimum maintaining balance of ₱500 is required. This product promotes savings 

mobilization and financial discipline among depositors. 

 
Certificate of Time Deposit 

The Certificate of Time Deposit is an interest-bearing deposit account with a fixed term 

that generally offers higher interest rates than regular savings accounts. The deposit is 

intended to be held until maturity. However, pre-termination or withdrawal prior to the 

agreed maturity date may be allowed, subject to the Bank’s existing policies, including 

applicable penalties and/or adjustments to accrued interest. 

 
Loan Products 

 
Agrarian Reform Loan 

The Agrarian Reform Loan is a credit facility extended to agrarian reform beneficiaries 

to support land acquisition, farm development, and agricultural productivity. It is 

designed to promote rural development and enhance the productivity and income of 

farmers engaged in agrarian reform programs. 

 
Agricultural Loan 

The Agricultural Loan is intended for farmers, fisherfolk, and agribusiness operators 

engaged in crop production, livestock raising, aquaculture, and related agricultural 

activities. The loan supports the financing of farm inputs, equipment, and other 

production requirements aligned with the agricultural cycle. 
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Auto Loan 

The Auto Loan is a financing facility granted to qualified borrowers for the acquisition of 

brand-new or second-hand motor vehicles. The loan is payable in installment terms and 

is structured to provide clients with accessible financing options for transportation and 

business-related mobility needs. 

 
Back-to-Back Loan 

The Back-to-Back Loan is a secured credit facility where the borrower’s existing 

deposit, typically a time deposit, serves as collateral. This product provides clients with 

liquidity while maintaining the security of deposit-backed lending for the Bank. 

 
Housing Loan 

The Housing Loan is a long-term credit facility intended for the purchase, construction, 

renovation, or improvement of residential properties. It supports clients in acquiring or 

enhancing their housing needs through structured repayment terms. 

 
Microenterprise Loan 

The Microenterprise Loan is designed to provide financial assistance to 

microentrepreneurs for working capital, inventory acquisition, and small business 

expansion. It aims to support income-generating activities at the grassroots level and 

promote entrepreneurship. 

 
Micro and Medium Enterprise Loan 

The Micro and Medium Enterprise Loan is a financing product intended for micro and 

medium-scale businesses to support operational needs, business expansion, equipment 

acquisition, and working capital requirements. It plays a key role in supporting local 

economic development and enterprise growth. 

 
Motorcycle Loan 

The Motorcycle Loan is a financing facility that enables clients to purchase motorcycles 

for personal use, business operations, or transportation purposes. The loan is payable in 

installments and is structured to provide affordable mobility financing solutions. 

 
Consumer Loan 

The Consumer Loan is a personal financing product granted to individuals for personal 

or household needs, including education, medical expenses, appliances, and other 

consumption purposes. It provides flexible financial support to meet short-term funding 

requirements. 
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Small and Medium Enterprise Loan 

The Small and Medium Enterprise Loan is a business financing facility designed to 

support the growth and expansion of small and medium enterprises. It may be used for 

working capital, capital expenditures, and operational improvements to strengthen 

business sustainability and competitiveness. 
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4. OFFICIAL WEBSITE 

 
 

Address 

rbbagabag-live.vercel.app 

 
Homepage 

 

 

 
As part of its digital transformation initiatives, the Bank has established its official 

website to serve as an online source of information for customers, stockholders, and 

other stakeholders. The website currently provides essential information regarding the 

Bank’s products and services, corporate profile, branch locations, and contact details. 

 
Management is continuously enhancing the website by expanding its content, improving 

user accessibility, and incorporating additional features that will strengthen stakeholder 

engagement, support financial consumer protection objectives, and improve the delivery 

of corporate disclosures. The website remains a work in progress and forms part of the 

Bank’s broader efforts to strengthen its digital presence and customer service 

capabilities. 
 
 
 
 

 



Rural Bank of Bagabag (N.V.), Inc. 

122 

2025 Annual Report 

 

 

 
5. LIST OF BANKING OFFICES 

 
MAIN BRANCH 

Branch Manager: Joe Vincent B. Castillo 

Address: 65-A, National Hwy, San Pedro, Bagabag, 

Nueva Vizcaya 

Contact Numbers: (078)332-2013 / (0932)891-0271 

Email: rbbagabag@rbap.org 
 

 
LAMUT BRANCH 

Branch Manager: Cristofer C. Rivera 

Address: National Hwy, Poblacion West, Lamut, Ifugao 

Contact Number: (0936) 579-1463 
 
 

 
ALFONSO LISTA BRANCH 

Branch Manager: Frank T. Bayodao, Jr. 

Address: Lista-Paracelis Road, Santa Maria, Alfonso 

Lista, Ifugao 

Contact Number: (0905) 742-5059 
 

 
DIADI BRANCH 

Branch Manager: Joy Marie D. Sibayan 

Address: National Hwy, Poblacion, Diadi, N.V. 

Contact Number: (0935)847-0604 

 
 

 
VILLAVERDE BRANCH 

Branch Manager: Ray Oliver S. Eugenio 

Address: Bintawan Provincial Road, Ibung, Villaverde, NV 

Contact Number: (0935) 305-8241 
 
 
 
 

 

mailto:rbbagabag@rbap.org
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1. CALCULATION OF RISK-BASED CAPITAL ADEQUACY RATIO 
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2. QUALIFYING CAPITAL 
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3. RISK-WEIGHTED ON-BALANCE SHEET ASSETS 
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4. OPERATIONAL RISK-WEIGHTED ASSETS 

 

 

 

 



 

 

Rural Bank of Bagabag (N.V.), Inc. 

 
 
 
 
 
 
 
 
 

 
IX. AUDITED 

FINANCIAL 
STATEMENTS 

 
 
 
 
 
 
 
 
 
 
 

 

 

 
2025 Annual Report 

128 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

129 



 

 

 

CO N T E N T S 

STATEMENT OF MANAGEMENT'S RESPONSIBILITY ............................................................................... 3 

SUPPLEMENTARY STATEMENT ..................................................................................................................... 4 

INDEPENDENT AUDITORS' REPORT............................................................................................................ 5 

STATEMENTS OF FINANCIAL POSITION ..................................................................................................... 6 

STATEMENTS OF COMPREHENSIVE INCOME (LOSS) ............................................................................ 7 

STATEMENTS OF CHANGES IN EQUITY ..................................................................................................... 8 

STATEMENTS OF CASH FLOWS .................................................................................................................... 9 

NOTES TO FINANCIAL STATEMENTS ........................................................................................................10 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
2 

130 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

131 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

132 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

133 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

134 



135 

 

 

 



136 

 

 

 



137 

 

 

 



138 

 

 

 



139 

 

 

 



140 

 

 

 



141 

 

 

 



142 

 

 

 



143 

 

 

 



144 

 

 

 



145 

 

 

 



146 

 

 

 



147 

 

 

 



148 

 

 

 



149 

 

 

 



150 

 

 

 



151 

 

 

 



152 

 

 

 



153 

 

 

 



154 

 

 

 



155 

 

 

 



156 

 

 

 



157 

 

 

 



158 

 

 

 



159 

 

 

 



160 

 

 

 



161 

 

 

 



162 

 

 

 



163 

 

 

 



164 

 

 

 



165 

 

 

 



166 

 

 

 



167 

 

 

 



168 

 

 

 



169 

 

 

 



170 

 

 

 



171 

 

 

 



172 

 

 

 



173 

 

 

 



174 

 

 

 



175 

 

 

 



176 

 

 

 



177 

 

 

 



178 

 

 

 

 



179 

 

 

 



180 

 

 

 



181 

 

 

 



182 

 

 

 



183 

 

 

 



184 

 

 

 



185 

 

 

 



186 

 

 

 



187 

 

 

 



188 

 

 

 



189 

 

 

 



190 

 

 

 



191 

 

 

 



192 

 

 

 



193 

 

 

 



194 

 

 

 



195 

 

 

 



196 

 

 

 



197 

 

 

 



198 

 

 

 



199 

 

 

 



200 

 

 

 



201 

 

 

 



202 

 

 

 



Rural Bank of Bagabag (N.V.), Inc. 

203 

2025 Annual Report 

 

 

I. Compliance with Section 175- Public Disclosures (Disclosure Requirements in the 

Annual Report) 

1. Corporate Policy 
 

 
a. Brief discussion of bank's vision and mission statements 
 

 
b. Introduction of the bank's brand that differentiates it 

from other banks 

 
c. Business model of the bank 

 
2. Financial Summary/Financial Highlights 

 
3. Financial Condition and Results of Operation 

 
a. Review of bank's operations and results of operations 

for the financial year including details and explanations for 

any significant change during the year 

 
b. Highlight of major activities during the year that impact 

operations 

 
c. Major strategic initiatives of the bank and the banking 

group, as applicable 

 

d. Challenges, opportunities, and responses during the 

year 

Page 
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Section 
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25 
 
 
 
 

 
28 
 
 

 
31 
 

 
32 
 

 
33 

I.2 
 

 
I.1 

 

 
I.4 

III.3 

 
 

 
III.4 

 
 

 
III.4.l 

 

 
III.4.m 
 

 
III.4.n 

 

RURAL BANK OF BAGABAG (N.V.), INC. 

Bagabag, Nueva Vizcaya 

ANNUAL REPORT ASSESSMENT CHECKLIST (Appendix to Section 175 of the MORB) 

31 December 2025 
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4. Risk Management Framework Adopted 

 
a. Overall risk management culture and philosophy 

(general mission and goal of the bank's risk management 

policy adopted by the bank's board for the attainment of 

such mission/goals) 

 
b. Risk appetite and strategy (risk appetite and the factors 

considered in defining the said risk appetite; significant 

risk areas/exposures of the bank) 

 
c. Bank-wide risk governance structure and risk 

management process (roles and responsibilities and the 

reporting lines; scope and nature of risk reporting and 

measurement systems) 

 
d. AML governance and culture, and description of the 

overall Money Laundering/Terrorist Financing risk 

management framework to prevent the use of the bank for 

ML/TF activities 

 
5. Corporate Governance 

 
a. Overall corporate governance structure and practices 

 
b. Selection process for the board and senior management 

(process for identifying, assessing and selecting board and 

senior management candidates to ensure application of fit 

and proper standards) 

 

c. Board's overall responsibility in the approval and 

oversight of management's implementation of bank's 

strategic objectives, risk strategy, corporate governance 

and corporate values, among others 
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V.1.b 
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d. Description of the major role and contribution of the 

chairman of the board 

 
e. Board composition (include name of director and (i) type 

of directorship; (ii) the principal stockholder represented if 

nominee; (iii) the number of years served as director; (iv) 

number of direct and indirect shares held; and (v) 

percentage of shares held to outstanding shares of the 

bank 

 
f. Board qualification (details of the relevant qualifications 

and experiences of each member of the BOD, including 

current directorship and officership in other companies, 

their age and nationality) 

 
g. List of board-level committees including membership 

and function 

 
h. Director's attendance at board and committee meetings 

( include total number of board and committee meetings 

for the election year and the number of board and 

commitee meetings attended by each director) 

 
i. List of executive officers/senior management (name, 

position, relevant qualifications, age and nationality of 

officer) 

 

j. Performance Assessment Program (process in assessing 

the performance of the board and senior management 

based on established performance standards that are 

consistent with the bank's strategic objectives) 
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V.11 
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k. Orientation and Education Program (disclose the in-

house and external training program of the bank for its 

directors and senior management to ensure that they 

continuously possess the qualifications for the position) 

 

 
l. Retirement and Succession Policy ( retirement and 

succession policy of the bank including the retirement age 

of the board and senior management; and term limit for 

the members of the board) 

 

 
m. Remuneration Policy and Structure for executive and 

non-executive directors 

 
i. bank's remuneration policy and the structure of its 

remuneration package for the Board 

 
ii. remuneration policy for senior management-process 

used for determining the remuneration of the 

president/CEO or officer or equivalent rank, and the four 

(4) most highly compensated management officers of the 

bank 

 

 
n. Policies and procedures on related party transactions 
 

 
i. the bank's overarching policies and procedures or 

managing related party transactions (RPT) including 

managing of conflicts of interest or potential conflicts of 

interest; and responsibility of the RPT Committee 

 

 
ii. conglomerate structure 
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iii. details of material RPTs including the nature, terms 

and conditions, as well as the original and outstanding 

individual and aggregate balances, including off-balance 

sheet commitments 

 
o. Self-Assessment Functions 

 
i. The structure of the internal audit and compliance 

functions including its roles, mandate/authority and 

reporting process 

 
ii. The review process adopted by the board to ensure 

effectiveness and adequacy of the internal control system 

 
p. Dividend Policy (bank's policies and procedures for 

declaring dividends and the amount of total dividends 

declared during the year, if any) 

 
q. Corporate Social Responsibility Initiatives (initiatives 

undertaken or proposed to be undertaken by the bank 

during the year) 

 
r. Sustainability Finance Framework 

 
i. Overview of the Environmental and Social Risk 

Management System 

 
ii. ESRM in the credit risk management system 

 
iii. Product and services aligned with sustainability 

standards and practices 

 

iv. Breakdown of E&S risk exposures of the bank per 

industry or sector 

Page 

No. 

 
 

 
91 

 
 

 
95 

 

 
95 

 
 

 
97 

 
 

 
98 

 
 
 

 
107 
 
 
 
 
 

 
107 
 

 
107 
 

 
108 
 

 
109 

Section 
 
 

 
V.14.c 

 
 

 
V.16 

 

 
V.16.a 
 
 

 
V.16.e 
 
 

 
V.17 

 
 
 

 
VI.1 

 
 
 
 
 

 
VI.1.b 
 

 
VI.1.c 

 

 
VI.1.d 
 

 
VI.1.e 

 

 

 



Rural Bank of Bagabag (N.V.), Inc. 

208 

2025 Annual Report 

 

 

v. Information on the existing and emerging E&S risk and 

impact to the bank 

 
vi. Other initiatives to promote adherence to 

internationally recognized sustainability standards and 

practices 

 
vii. Progress of implementation of initiatives undertaken 

to integrate sustainability principles to governance 

framework, risk management system, business strategy, 

and operations 

 
viii. Alignment with the United Nations Sustainable 

Development Goals (SDGs) 

 
s. Consumer Protection Practices 

 
i. Role and Responsibility of the board and senior 

management for the development of consumer protection 

strategy and establishment of an effective oversight over 

the bank's consumer protection programs 

 
ii. Consumer Protection risk management system of the 

bank-means by which the bank identify, measure, monitor, 

and control consumer protection risks inherent in its 

operations 

 

iii. Consumer assistance management system of the bank 

which include the consumer assistance policies and 

procedures as well as the corporate structure for handling 

complaints 
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6. Coporate Information 

 
a. The organizational structure, including the name and 

position of key officers 

 
b. List of major stockholders of the bank, including 

nationality, percentage of stockholdings and voting status 

 
c. List and description of products and services offered 

 
d. Bank website 

 
e. List of banking units (such as branches including 

address and contact details) 

 

7. Audited Financial Statements with Auditor's 

Opinion 

II. Compliance with Appendix 59 of the MORB-Disclosures in the Annual Reports 

and Published Statement of Condition Financial Statements 

1. Capital Structure and capital adequacy 

 
a. Tier 1 capital and breakdown of its components 

 
b. Tier 2 capital ans breakdown of its components 

 
c. Deductions from Tier 1 (50%) and Tier 2 (50%) capital 

 
d. Total qualifying capital 
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e. Capital requirements for credit risk 
 

 
f. Capital requirements for market risk 
 

 
g. Capital requirements for operational risk 

 

h. Total and Tier 1 capital adequacy ratio on both solo ans 

consolidated bases 
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