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PETROGEN INSURANCE CORPORATION 

 

POLICY ON MATERIAL RELATED PARTY TRANSACTIONS 
 

 

Policy Statement 

 

It is the policy of Petrogen Insurance Corporation (the “Company”) that all related party 

transactions (“RPTs”) are conducted on an arm’s length basis and under fair terms, in order that 

no shareholder or stakeholder is unduly disadvantaged and there is no prejudice to the interest of 

the stakeholders of the Company. The Board of Directors shall have the overall responsibility in 

ensuring that RPTs are handled in a sound and prudent manner, with integrity, and in effective 

compliance with applicable laws, rules and regulations at all times, to protect the interests of the 

Company and its subsidiaries, and their shareholders and other stakeholders. The objectives of this 

policy are to mitigate or avoid conflict of interest and abusive transactions between Related Parties, 

and ensure the every RPT is reviewed, approved and disclosed in compliance with the requirements 

of the relevant governmental and regulatory agencies such as the Securities and Exchange 

Commission (the “SEC”) and the Insurance Commission (the “IC”). 

 

 

A. Definition of Terms 

 

For purposes of this Policy on Material Related Party Transactions (the “Policy”), the 

following definitions shall apply: 

 

1. Abusive Material RPT – refers to a Material RPT that is not entered into at arm’s length 

basis and unduly favors a Related Party. 

 

2. Affiliate – refers to an entity linked directly or indirectly to the Company through any or 

a combination of any of the following: 

 

(i) ownership, control or power to vote, whether by permanent or temporary proxy or 

voting trust, or other similar contracts, by an entity of at least ten percent (10%) or 

more of the outstanding voting stock of the Company, or vice versa; 

(ii) common stockholders owning at least ten percent (10%) of the outstanding voting 

stock of the Company and the entity;  

(iii) interlocking directorship or officership, except in cases involving independent 

directors as defined under existing regulations of the SEC; or 

(iv) management contract or any arrangement granting power to the Company to direct 

or cause the direction of management and policies of the entity, or vice versa. 

 

3. Associate – refers to an entity over which: (i) the Company holds at least twenty percent 

(20%) of the total outstanding common shares, directly or indirectly; or (ii) the Company 

has Significant Influence. 
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4. Control – is presumed to exist if any person directly or indirectly owns, controls or holds 

with the power to vote forty percent (40%) or more of the voting securities of any other 

person1. 

 

“Control” exists when there is: 

 

(i) a person directly or indirectly, through one or more intermediaries, controls, or is 

controlled by, or is under common control with , the person specified.  Exercising 

control over a legal entity shall mean any one of the following: (1) owning either 

solely or together with affiliated persons more than 25% of the outstanding capital 

stock of a legal entity; and (2) being an officer or director of such legal entity. 

 

(ii) power to govern the financial and operating policies of the enterprise under a 

statute or an agreement;  

 

(iii) power to appoint or remove the majority of the members of the board of directors;  

 

(iv) power to cast the majority votes at meetings of the board of directors; or 

 

(v) any other arrangement similar to any of the above2. 

 

5. Material RPTs – refers to RPTs listed in Part B. 

 

6. Related Party/ies – covers3: 

 

(i) the Company’s parent company, entities with joint control or significant influence 

over the Company, its subsidiaries, associates, joint ventures in which the 

Company is a venture;  

 

(ii) the Company’s subsidiaries, as well as affiliates and special purpose entities that 

the Company exerts direct and/or indirect control over or that exerts significant 

influence over the Company; 

 

(iii)  the Company’s directors, officers, stockholders and related interests, their 

relatives within the second civil degree of consanguinity or affinity (legitimate or 

common-law), as well as corresponding persons in affiliated companies; 

 

(iv) such other person and/or juridical entity whose interests may pose potential 

conflict with the interest of the Company, who are, hence, identified as a related 

party. 

 

 

 
1 Pursuant to Section 290 of the Insurance Code, as amended by R.A. 10607, as cited in IC CL No. 2017-29. 
2 Pursuant to IC CL No. 2017-29. 
3 Pursuant to the definition of “Related Parties” under IC CL No. 2017-29. 
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7. Related Party Registry – refers to a record of the organizational and structural 

composition, including any change thereon, of the Company and its Related Parties, 

including any change thereon, maintained by the chief finance officer of the Company. 

 

8. Related Party Transactions or RPTs – transactions or dealing with related parties of the 

Company, including its trust department, regardless of whether or not a price is charged.  

These shall include, but not limited to the following: 

 

(i) on- and off- balance sheet credit exposures and claims and write-offs; 

(ii) investments and/or subscriptions for debt/equity issuances; 

(iii) consulting, professional, agency and other service arrangements/contracts; 

(iv) purchase and sale of assets, including transfer of technology and intangible items 

(e.g. research and development, trademarks and license agreements); 

(v) construction arrangements/contracts; 

(vi) lease arrangements/contracts; 

(vii) trading and derivative transactions; 

(viii) borrowings, commitments, fund transfers and guarantees; 

(ix) sale, purchase or supply of any goods or materials; and 

(x) establishment of joint venture entities. 

 

RPTs shall be interpreted to include not only transactions that are entered into with related 

parties but also outstanding transactions that were entered into with an unrelated party that 

subsequently becomes a related party. 

 

9. Senior Management –  refers to the Chairman of the Board, the President and Chief 

Executive Officer, the General Manager, the Treasurer, the Finance Manager, the 

Corporate Secretary, and the Compliance Officer. 

 

10. Significant Influence – refers to the power to participate in the operating and financial 

policy decisions on an entity; it is not control over policies.  It may stem from share 

ownership, statute or agreement and may be exercised by representation on the board of 

directors, participation in the policy-making process, material inter-company 

transactions, interchange of management personnel and dependence on technical 

information4. 

 

11. Subsidiary – refers to an entity over which the Company holds more than fifty percent 

(50%) of such entity’s total outstanding common shares. 

 

 

 

 

 

 

 
4 As defined under PAS 24, and cited in IC CL No. 2017-29.  
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B. Coverage and Materiality Threshold 

 

The following RPTs are considered Material RPTs covered by this Policy: 

 

1. RPTs either individually, or in aggregate over a twelve (12) month period from the first 

transaction, with the same Related Party, amounting to at least ten percent (10%) of the 

Company’s total consolidated assets based on its latest audited financial statements; 

 

2. outstanding transactions amounting to at least ten percent (10%) of the total consolidated 

assets of the Company that were entered into with an unrelated party that subsequently 

becomes a Related Party in the event of any alterations to the terms and conditions or an 

increase in the exposure level pertaining to such transactions after the non-related 

counterparty becomes a Related Party; 

 

3. write-off of material exposures to Related Parties amounting to at least ten percent (10%) 

of the Company’s total consolidated assets based on its latest audited financial statements; 

and 

 

4. a renewal of, or a material change in, the terms and conditions of a Material RPT 

previously approved in accordance with Parts F or G of this Policy, which material change 

includes, but is not limited to, a change in the price, interest rate, maturity date, payment 

terms, commissions, fees, tenor and collateral requirement of such Material RPT. 

 

An RPT, if qualifying as a Material RPT pursuant to this Part B, shall be subject to the 

review by the Related Party Transaction Committee (the “RPT Committee”) and endorsement 

approval by the Board of Directors.  

 

C. Overarching Policy and Guidelines to Ensure Arm’s Length Terms 

 

In line with the Company’s overarching policy to manage Material RPTs in such a manner 

to ensure effective compliance with existing laws, rules and regulations, all RPTs shall be entered 

into on an arm’s length basis and thus, accounted for at market prices normally charged to 

unaffiliated customers or parties for equivalent or similar goods or services. 

 

In the review of Material RPTs as set out in Part B of this Policy, the RPT Committee 

and the Board of Directors shall consider the following factors to ensure that no preferential 

treatment shall be given to Related Parties that are not extended to non-related parties under similar 

circumstances: 

 

1. the terms of the transaction, including the proposed aggregate value of the transaction, 

i.e., whether the terms of the transaction are no less favorable than those generally 

available to non-related parties under the same or similar circumstances;  

 

2. the Related Party’s relationship to the Company and the extent of the Related Party’s 

interest in the transaction, i.e., whether the transaction would present an improper conflict 

of interest or special risks or contingencies for the Company or any of its Subsidiaries or 
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Affiliates, or the counterpart Related Party, taking into account the size of the transaction 

and the overall financial position of the counterpart Related Party; 

 

3. the purpose and timing of the transaction; and 

 

4. any material information or other factors the RPT Committee deems relevant, including. 

but not limited to: (a) the benefits to the Company of the RPT; and (b) the availability of 

other sources of comparable products or service. 

 

D. Establishment of Effective Audit, Risk and Compliance System 

 

Further to the duty of the Board of Directors under the Company’s Manual on Corporate 

Governance to formulate and implement policies and procedures that would ensure the integrity 

and transparency of RPTs, the Board of Directors shall establish an effective audit, risk and 

compliance system to: 

 

1. determine, identify and monitor Related Parties and Material RPTs; 

 

2. continuously review and evaluate existing relationships between and among businesses 

and counterparties; and 

 

3. identify, measure, monitor and control risks arising from Material RPTs. 

 

The overarching policy and the system described in Parts C and D, respectively, shall be 

subject to periodic assessment by the Internal Audit Group and the Compliance Officer of the 

Company in accordance with Part H below. 

 

E. Identification of Conflicts of Interest 
 

In this regard, in order to identify, prevent or manage potential or actual conflicts of 

interest, every director and employee, including, officers and managers, shall declare in writing 

his business interests to the Company and their relatives within the second civil degree of 

consanguinity or affinity, and in such frequency as the Company may prescribe. 

 

Directors are also required to notify the Company’s Board of Directors before accepting a 

directorship in another company. Any change in their interests should be promptly disclosed to 

the Board of Directors through the Company’s Compliance Officer. 

 

F. Review Process of the Material RPT  

 

1. Senior Management shall implement appropriate controls to effectively manage and 

monitor Material RPTs on a per transaction and aggregate basis. Exposures to Related 

Parties shall also be monitored on an ongoing basis to ensure compliance with this Policy 

and applicable regulations. 

 

 



 

 
 

 

Petrogen Insurance Corporation 

Policy on Material Related Party Transactions 

          6 
 

2. The Company’s Senior Management and/or the Board of Directors shall maintain a 

Related Party Registry and, on a quarterly basis, shall review all identified Related Parties 

with whom the Company has any outstanding transactions and update the Related Party 

Registry to capture organizational and structural changes in the Company and its Related 

Parties. 

 

3. The Company’s chief finance officer (or any other officer as the Company’s Senior  

Management may designate) shall ensure that the financial officers or controllers of the 

group or business units and employees who are responsible for identification and 

monitoring of existing and potential Material RPTs report such transactions to him prior 

to execution, to the extent reasonably practicable, in order for these Material RPTs to be 

subject to the review and approval process set out in this Policy. 

 

4. Senior Management shall implement measures to identify potential Material RPTs.  The 

Material RPT shall be presented to the RPT Committee for review and endorsement to 

the Board of Directors. 

 

5. The RPT Committee shall review all Material RPTs in accordance with the principles of 

transparency, integrity and fairness, to ensure that they are at arm's length, the terms are 

fair, and they will inure to the best interest of the Company and its Subsidiaries or 

Affiliates and their shareholders. 

 

If a Material RPT passes the review of the RPT Committee, it shall be endorsed by the 

RPT Committee to the Board of Directors for final approval. 

 

6. Any officer, member of the RPT Committee and/or member of the Board of Directors 

who has an interest in the RPT under review shall fully and timely disclose any and all 

material facts, including his direct and indirect financial and other interests in the 

Material RPT, and abstain from the discussion, approval and management of such 

transaction or matter affecting the Company. Such disclosure shall be made at the board 

meeting during which the Material RPT will be presented for approval and before the 

completion of execution of the Material RPT. In case s/he refuses to abstain, his/her 

attendance shall not be counted for purposes of assessing the quorum and his/her votes 

shall not be counted for purposes of determining the required approval. 

 

7. All individual material RPTs shall be approved by at least a majority vote of the Board 

of Directors, with at least a majority of the independent directors voting to approve the 

Material RPT.  Any renewal or material changes in the terms and conditions of the 

material RPTs shall also be approved by the board of directors. 

 

8. For aggregate RPTs within a twelve (12)-month period that breaches the materiality 

threshold of ten percent (10%) of the Company’s total consolidated assets, the same 

board approval would be required for the transactions that meet and exceed the 

materiality threshold covering the same Related Party. 
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G. Shareholder Approval 

 

The Company, through the Board of Directors, shall ensure that the rights of minority 

shareholders are protected at all times, especially from abusive actions by, or in the interest of 

controlling shareholders. Accordingly, the policies and processes of the Company cater to the 

best interest of all its shareholders, including minority shareholders, and other stakeholders.  

 

As such, in case that majority of the independent directors’ vote is not secured as provided 

in Part F, Item 7 of this Policy, the Material RPT may be ratified by the vote of the stockholders 

representing at least two-thirds (2/3) of the outstanding capital stock.  

 

All other material RPTs and write-off of material exposures to related parties, as 

approved by the Board of Directors, shall be submitted for confirmation by at least a majority 

vote of the stockholders in the annual stockholders’ meeting.   

 

Non-compliance with any of the provisions of this Policy shall result in the nullification 

or revocation of the agreement or contract pertaining to the Material RPT. Any director, officer, 

or employee of the Company who fails to comply shall be subject to the appropriate procedures 

and penalties under the Company's Manual on Corporate Governance, Code of Ethics, other 

Company policies, rules and regulations, and relevant laws, rules and regulations, as applicable. 

 

H. Self-Assessment and Periodic Review of the Policy 

 

The Internal Audit Group of the Company shall conduct a periodic review of the 

effectiveness of the Company’s system and internal controls governing Material RPTs to assess 

consistency with this Policy and other approved policies and procedures. The resulting audit 

reports, including exceptions or breaches in limits, shall be communicated directly to the Audit 

and Risk Oversight Committee. 

 

The Company’s Compliance Officer shall ensure that the Company complies with relevant 

rules and regulations and is informed of regulatory developments in areas affecting related parties. 

The Compliance Officer shall aid in the review of the Company’s transactions and assist in 

identifying any potential Material RPT that would require review by the Board of Directors. The 

Compliance Officer shall ensure that this Policy is properly implemented throughout the 

Company. 

 

This Policy shall be updated regularly for their sound implementation, as well as to conform 

to the requirements of applicable law, rules and regulations. This Policy and the system and 

procedures provided herein shall be made available for review pursuant to applicable regulations. 

Any changes shall be approved by majority of the Board of Directors. 
 

I. Remedies for Abusive Material RPTs; Whistleblowing Mechanism 

 

The Company’s officers, employees, shareholders and other stakeholders are encouraged 

to communicate, confidentially and without the risk of reprisal, legitimate concerns about illegal, 

unethical or questionable Material RPTs in accordance with the Company’s Whistle-Blowing 
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Policy. Such Whistle-Blowing Policy provides guidance on how legitimate material concerns 

should be reported, investigated and addressed.  

 

The Board of Directors shall ensure that Senior Management addresses legitimate issues 

on Material RPTs that are raised, and shall take responsibility for ensuring that stakeholders who 

raise concerns are protected from detrimental treatment or reprisals. 

 

The Compliance Officer shall report to the RPT Committee all violations of this Policy 

and sanctions imposed in accordance with Company Rules and Regulations, Code of Ethics and 

other applicable policies of the Company. 

 

The RPT Committee shall have the authority to recommend to the Board of Directors for 

appropriate action, the invalidation of the transaction, including measures that would cut losses 

and allow recover of losses or opportunity costs incurred by the Company arising out of or in 

connection with Abusive Material RPTs, and other penalties that may be imposed on interested 

directors, officers and employees who have been remiss in their duties in handling Material RPTs 

in accordance with this Policy, other Company policies and other applicable laws, rules and 

regulations. 

 

An interested director or officer of the Company shall be disqualified from being a 

director, trustee, or officer of any other corporation on the basis of a final judgment rendered by 

a court of competent jurisdiction against the interested director or officer for Abusive Material 

RPTs. The disqualification shall be for a period of at least one (1) year or more, as may be 

determined by the SEC. This shall be without prejudice to any other administrative penalties that 

may be imposed and/or civil or criminal penalties, as may be provided by applicable laws, rules 

and regulations. 

 

J. Disclosure of Related Party Transactions 

 

RPTs are disclosed in the Company's financial statements, annual reports, and other 

applicable filings pursuant to the relevant rules and issuances of the SEC, IC and other relevant 

regulatory bodies.  

 

K. Manual on Corporate Governance and Other Company Rules and Policies 

 

The provisions of the Company’s Manual on Corporate Governance, the Board Charter, 

RPT Committee Charter and other Board policies, and Company rules and policies relating to RPTs 

and conflicts of interest, as each may be amended from time to time, which are not inconsistent with 

the provisions of this Policy (such as, but not limited to, the duties, functions and powers of the 

Company’s directors and officers, the RPT Committee, and the Board of Directors) shall have 

suppletory application to this Policy. 

 

 

Adopted on 23 March 2023. 
 

 


