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The Philippine Competition Commission (the “PCC" ar the "Commission”) reviews
mergers and acquisilions, pursuant to Sections 16' and 172 of Republic Act Na, 10667,
otherwise known as the Philippine Competition Act {("PCA"), and Section 1, Rule 47 of
the Implementing Rules and Regulations of the PCA. Pursuant to Section 12.2 of the
Rules of Merger Procedure, in relation to Section 18¢ of the PCA, the Commission may
accepl remedies proposad by the parties concemed, issue conditions, require parties
to modify the terms of their agreement, or to desist from a particular conduct or
practice, as a requirement for the approval of their MEgEer,

The subject of this Commitment Decision is the proposed merger between Banchel,
Incorporated (*BancNet") and Philippine Clearing House Corporation ("PCHC") (herein
collectively referred to as the "Parties”), with BancMet as the surviving entity (the
“Transaction™).

! Beclion 16. Review of Mergers and Acquisiions, — The Commission shall have the power o review
mergars and acquisitions based on factors deemed releyvant by tha Commission

¢ Secbon 17. Compulsory Notifcation. — Parties to the MErger or acquisibon agreemant referred ta In
the preceding section wheren the valué of the tansaction excesds ona billion pescs
(F1.000,000,000.00) am prohibited from cansummating their agreement untl thirty (30) days after
providing notification to Ihe Commission in the form aned contaming he information specified in the
reguiations issued by the Commission: Provided, That the Commission shadl pramudgate ol
criteria, such as intreassd market share in the mievant market in excess of minavum threshokds,
that may be applied speciically to a seclor, or acrcss some or all sectors, i determining whather
parties o a mergar or acquisition shall notify the Commission under this Chapter. xxx

1 Section 1, Rule 4, Review of mergers and acguisiions, — Tha Commission, mofu prooda or upon
notificaton as provided under these Rules. shall have the powar bo review mergars and acquisitions
hawing a direct, substantial and reasonably foresesable effiect on irada, indusiny, or commerce in tha
Philippines, baged an factors dearmed relavant by the Commissan, Ko

! Section 18 Effect of Matification, — i within Be relavant periods stipulated in the preceding Saction,
the Commission determings that such agreemeant is prohibited under Section 20 and does not qualify
for exemplion under Section 21 of this Chapter, the Commissian may -
{a]  Prohibit the iInplementaton of the sgreement; o
{b) Prohibit the implementation of tha Agreement unless and until 18 is modifiad by cha o

specified by the Cammission; 3 :
2] Prohibit the implementation of the agresment urvess and until tha partinant party o partias enter
inte legally enforcaable agreaments specified by the Commission, -
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The Parties and the Transaction

BancNetl is a Philippine-based electronic payments network® and the clearing switch
cperator ("CSO")" of the real-time low value interbank electranic fund transfer {"EFT™)
system, InstaPay,” under the National Retail Payment System {("NRPS57).% PCHC, on
the other hand, facilitates check clearing operations in the Philippines. It also offers
several electronic-based payment system services® and acts as the CSO of the non-
real-time batch interbank EFT system, PESONet,™ under the NRPS. The Partias, as
CS0s, provide shared infrastructure (o Bangko Sentral ng Pilipinas (*BSP™) -
Supervised Financial Institutions (“BSFIs")" in a given payment system™ and allow
the inter-aperability of fund transfers between Payment System Providers, '3

BancMet enables the custorners of its Bangko Sentral ng Filipinas - Suparvized Financisl Inatitutinns
{("BSFI} members or participants to transact at autormated teller machines, paint-of-sals lerminals,
and through mabile phones wa digtal applicatons and websites connesind to thea internet,
Chearing switch operators or CS0S provide Cleanng swilch services. They are ulilzed for interbank
fund transfers aither by using checks ar electronic means, These fund iransier transactions include
the fallewing: (i) interbank check transfer {il) interbank fund ransfers via ATM; (i) InstaPay for real-
time kw-value translers; [iv] PESONet for non-time sensitive: fund fransfers: and (v} Fhifppine
Payment and Setllement System or PhiPaSS for real-time gress settemenl systems awned. anid
operated by the BSP. See also hitpsimaorb, bsp gov ph/B03-national-ratall-payment-system-
ns/Phillle="%2TBEF|%27, last accessad nn 24 January 2024,
InstaPay is an EFT faciity (hal aliows panicipating BSFIs to transfar Philippine Peso-denaminated
funds almost Instantly between account holders of parficipating banks and non-bank electronic
money sauens (EMIS™) In the Prilippines,
BSP Clrcular N, 580 Series of 2017 created the NRPS with the goal 1o promate the sstablishment
ol & safa, efficient, refable retall payment system, and to cope with tha rapid evolution of the retail
paymant activities of e BEF .
The services of PCHC include, but sre nok limitad to, Phiippine Domestic Dollar Transfer System,
Payment Application Secure System, and Payment Gataway facility,
FESONET, which stands for Philippine EFT Systam and Oparations Metwork, ta a batoh EFT syatam
for Philippine Peso,
BSP Supervised Financial Institutions or BSFis pertaing to those financial institutions regulated by
the BSP. Thisintudes banks, quasi-banks, pawnshops, forsign Exchange dealers, money changers,
resihiance agents. electionic money Issuers, non-stock savings and loan associatons and other
EBSFe. Ses alsn hitps:ffmort.bep.gov. phiappendix-
115/ ~text=The%20Bangho%20 Sental % 20acknawledgesTh 20the avenusH20to% 20air 2 Doutt
20thair. last accessad an 28 January 2024, For BSFis e be able to electronically ransler funds to
otner B5Fls, fhay need to be aparators of payment systems. See alzo BEP Circular Mo, 10583 Series
of 2020, available at hl:tns:.l'.'law.upd.enu.nh.l".-.rp-nnntenh'l..lFﬂnadaﬂﬂ-ﬂmﬂﬂﬁsp-{ﬁmularLH:n1l.'JElE-—
Series-af-2020.pdf, last accessed on 26 January 2024, -
Fayment systems provide the channels through which funds are transiarrad amang bank® and ather
Inslfutions to discharge payment obligations arising from ecanomic end financial ransachons acogs
the enlie BCOnOMYy. See ™ -
nllpnJ.ﬁunw.mg,gnv.ph'EileFagm’Paymanbs#.ndSEHlﬂmunta‘PamWndsammms.ﬂsﬂx. last
accessed on 25 January 2024, e
Payment Sendce Providers are entities that provide pEymant services o -And-users. such as
ronsumers, merchants, and billers, including govermment institutions, See aite BSP Citcular No.
1089 Serles of 2020, NN
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The shareholders of BancNet include 24 banks, while PCHC include 44 banks," both
consisting of universal and commercial banks, branches of foreign banks, and
individuals who are officers of shareholder-banks or previous officers of different
barks. Based on the documents submitted by the Parties, they have 24 common
shareholders,'® which have a combined 88.6% and B4.36% interast in BancMet and
PCHC, respectively. The shareholders of the Parties are also thair members and
Cuslomers.

As of 30 December 2023, InstaPay has = total of g8 participating BSF1, while
PESONet has a total of 1077 participating BSFls, InslaPay and PESCONet participants
include traditional banks, non-bank elecironic money issuers or EMIs, and digital banks
that are likewise licensed and supervised by the BSP.

On 28 October 2022, the Parties signed their Articles of Merger designating BancNet
as the surviving entity. Foliowing the effective date of the 18 January 2024
Undertaking,'™ BancNet will thereafter be known as the Fayments Network of the
Philippines, Inc., doing business under the name and style of "BancMet”, “Philippine
Clearing House,” and “PCHC™ {"Merged Entity™).

Regulatory Framework

Under Republic Act No. 11127, otherwise known as the National Payment Systems
Act ("NPSAT), the BSP oversees the payment systems in the Philippines and exercises
supervisary and regulatory powers over the same, for the purpose of ensuring the
slability and effectiveness of the monetary and financial system.® Specifically, in
relation to Section 3 of the BSP Charter,?' the BSP may issue, through the Monetary
Soard, rules and regulations on the following matters, among others;

1. Principles on setling prices or pricing mechanisms in payment systems;

i

Shareholdere are entitled to vole and be voled 35 a member af the entity’s board of directors. Thay
may alsc share in the profits through dividends er billing cradits, Those righis are in addifion o these
already enjoyed by members of the Pariies (i &, being entitiad to use the diffarent sorvices provided
by BancNet or PCHC, as applicabia),

This inciudes the Philippine Deposit Insurance Corporation,

InstaFay Automated Clearing House ["ACH"} Parficipants (as of 371 Decambar 2023). Sae
hups-.-'-"vmw.m;:.gm-prr.fPaymnmsemmmnulnatapaﬁzﬂiﬂarﬁcﬂpm.puf. last accessed on 20

January 2024

PESORet BACH Particpants (A of # Decembesr 2023, Sea
ﬂfm:ﬂ!www.tlsn.gﬂU.nhFPa}lmBnbﬂ-mﬂ.&bﬂam&nﬁﬂﬂ-mntmﬁnﬂants.mt gzt acoessed on 249
January 2024,

Sectian 5.1 of the 18 January 2024 Undertaking defines effective date as the dats the Sacusdtiss and
Exchange Commission {(“SEC") shall have approved e Transaction following the PCC's decigiorn
approving and accepting the Undertaking. ™, e e
Racital (A}, k. . g
Sedian 5, NFSA, o

Section 3 of Rapublic Aot Mo, 7653 ar the New Canlral Bank Act, as amesded, provides for e
mandale of BEF lo oversea the payment and setilement systems in the Philiopines, o promote
sound and pruden! practices consistant with the maintenance of THancial stassily,
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2. Maechanisms for the protection of the rights of the and-users and participants
of the payment systems;

3. Standards of operation of payment systams and the conduct of examination of
the participants to determine compliance with laws and regulations; and

4. The adequacy of resources of CSOs o ensure that the payment systems has
a high degree of security and operational reliability and has contingency
requirements for timely completion of all processing commitments.*

Relative to the Transaction, the BSP reviews and approves CSO fees,? and ensures
the maintenance and improvement of the quality of services provided by CSOs.
Currently, the CSO Fees charged to O,n‘ginat'mg Financial Institutions®** by BancNet
and PESONet ang [CONFIDENTIALL “respectively, for every EFT transaction
processed through InstaPay and PESONet. 2%

The BSP also issued BSP Circular No. 980 Series of 2017 which adopted the National
Retail Payment System (“NRPS™). The NRPS covers all retail payment-related
activities, mechanisms, institutions, and users.?® The sound govemance of the NRPS
framework is performed by the Payment System Management Body ("PSMB"), which
is an industry-led self-governing body that is duly recognized and supervised by the
BSP. In January 2018, the BSP recognized the Philippine Payment Management, Inc.
("PPMI") as the PSMB.* The PPM| s tasked to support the BSP in overseeing the
proper operations of the Automated Clearing House ("ACH"F® and in monitoring the
progress of the implementation of the NRPS by enforcing its governance framework.2

On 13 July 2022, BSP designated PESONet and InstaPay as Prominently Imporiant
Payment Systems ["PIPS")" or those payment systems which may not trigger or

7 Section 6(b), NPSA.

# CS0 fess are all fees imposed by BanoNet and PCHC on their padicipants, as the CSOs of InstaPay
and PESONeat, respectively,

# Originating Financial Institution refers to the financial institution which initiates the transfer of funda
upon receiving a request for iransfer from an account hokder or payer

* In tum, Originating Financial Institutions charge their account holders or depositors a higher prica to
cover other costs of operations (i.e., costs of developing and maintasning the technology needed to
carry out ihe fund transfer transacton, cybercrime maintenance, and other overhead costs).,

* The NRPS apglies to all domestic payments In Philippine Peso for goods and senvices, domestic
remittances and fund transfers,

" An entity must be 8 member of the PPMI to be able to participate in multilateral cleanng arrangements
thraugh ACH.

“ Automated Clearing House or ACH is a muitilateral legally binding agreement amang clearing
participants that governs clearing and settllement determination of payment orders for a specific
payment stream, Under the NRPS framework, multiiateral clearing arrangements for interbank EETs
are govemed by the ACHs of InstaPay and PESONet. -~ 2

* The PPMI aiso oversees Ine environment in which BSFis cooperate to enable D3YINEeMs AGIRSS
accounts n different financial institutions in alignment with the polices and stidegies.of the .
Framework, See also hitpa/www.philpayments.org.ph/adboutus, last accessed on 26 January 2024,

¥ BSP Circular Letter No, CL-2022-055, on Notification to Public of the Designation of the (1) Phitppine
Eledtronic Fund Transfer System & Operations Network or PESONet and {2HnstaPay or Real-Time

~
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transmit systemic risk but could have a major economic impact or undermine the
confidence of the public in the National Payment System or in the circulation of
money.®! Participants of Designated Payment Systems (DPS).% such as PIPS, are
subject to periodic assessmant by the BSP which looks into various concerns such as
the access of participants to the system, fair market competition, reasonable pricing
mechanism, and lransparency. ™

As operators of PIPS, BancNet, and PCHC were granted by BSP the authority as
operators of designated payment systems (“ODPS").® Bancnet and PCHC are subject
to the applicable requirements and oversight funclions of BSP pursuant to the NPSA,
Payment System Oversight Framework (‘PSOF"),® and subsequent regulatory
ISSUances.

Procedural Antecedents

On 17 November 2022, BancNet voluntarily notified the PCC of the Transaction,
pursuant to Section 3.2 of the Rules on Marger Procadure.

Based on the documents submitted by the Parties and information gathered, the
Mergers and Acquisitions Office (“MAGC") found thal BancNet and PCHC are the only
entities that provide non-card CSO services for interbank EFTs nationwide. As such,
the merger of the Farties will lead (o the establishment of a single playar in the non-
card C30 services for interbank EFTs nationwide.

On 12 September 2023, the MAQ, pursuant to Section 7 of the Rules on Merger
Procedure, filed before the Commission a Statement of Concarns (*SOC") on the
Transaction. In its SOC, the MAO maintains that the Transaction will effectively remove
all existing competitive constraints, and that there is a likelihood that the merger will
have the following effects:

1) Enhanced ability and incentiva of the Merged Entity to increase CSO fees
charged to BSFls;

2) Possible exclusionary behavior of Merged Entity towards BSFis and Non-bank
BSP-Supervised Financial Institutions (“NBSFIs") that are not shareholders of
the Merged Entity by making it difficult or even impossible for non-sharehoider
BSFls and NBSFIs to connect lo InstaPay and PESONet:

Low Valee Electome Fund Transfer Systam as Prominestly Impertant Payment Systeris; Swction
B{a). NPSA .

*' BSP Circular Mo, 1089 Series of 2020, on Payment Systern Ovarsight Framewdik (FSOF),  ~

¥ Ibld. A payment system shall be designated as Systematically Important Payment &EM(E[F'ETTH_

PIPS upon determination by the BSF that the payment sysiem poses or has the potentsl o poss

systemic nsk, or the designation of the payment syslem is necessary io profect poblic interest.

A e
Ibid,
“ BSP Circular Letter No. CL-2022-0585; Section 8{b), NPSA_ !
% bid, i, .Y
N
-
- h s

Page 5 of 187

N



in The Matter of the Proposed Menger Batwaen

Bancieal, Incoparated and Phiippine Cleanng House Corporation
Commitment Dacigion Mo, 02-M-2024

25 January 2024

3} Reduction in the quality of Mergad Entity's CS0 services for Interbank EFTs:
ard

4) Reduction in the incentive of the Merged Entity to innovate due to lack of
compalitive pressure.

FPursuant lo Section 8.4 of the PCC Rules on Merger Procedure, the Commission
issued a Notice directing the Parties o file their respective verified comments.™

On 02 October 2023,* BancNet filed its Proposal for Veluntary Commitments and letter
Request for Extension of Time with Waiver to suspend the merger review period.™ On
06 October 2023, PCHC also filed its letier Request for Extension of Time and Waiver
in view of the discussions on the proposed commitments to address the competition
concemns identified in the SOC, The Commission partially granted the request for
extension and suspended the Phasa || Review Period to give way 1o the review of the
Parties' proposed voluntary commitments, *©

During the review of the proposed voluntary commitments, the PCC coordinated and
consulted with the BSP as the seclor regulator.®’ In addition, the PCC consulted with
the concerned stakeholders, including the PPM|, and the participants of both InstaPay
and PESONet.*? The PCC also considesed public responses to call for comments on
the proposed Transaction.®?

On 19 January 2024," the Parties filed its signed and notarized Undertaking dated 18

* Soection B.4. Within ten {10) days from recaipt of a SOC through any of the means provided in Saction
2.14 of these Rules whichever is earier, a party may file a verfied witlen comment an the S0C
eantaining all the facts, arguments, evidence, and analysis that are relevant to the parties’ defenss
against the concams identifed by the MAC.

' piotice dated 12 Septemiber 2023,

W The fellowing are the requests and/or submissions filed by he Pamies leading to the fiing of the first
Propozal for Volurlary Cormmitrments an 02 October 2023;

1) On 22 September 2023, the Parties requested for an extenson of fourtean {14{ days fram 22
Saplamber 2023 to fila their Verifind Comments, with & waiver of the Phaee || Review padod ustil
06 October 2023. The Commission. in its 26 September 2023 Motice, partiglly granted the requsst
andl gave the Parties an extension of ten (10) days:

2) On 20 Saptember 2023, the Parties requasted for an extension of four (4) days from 02 Ociober
2023 to file their Verified Comments, with a walvar of the Phase 1l Review period until 10 Ociober
2023,

3p On 02 Ociober 2023, Benched filed, togedher with ks Propossl for Volurdany Commidmenis, (s
reques for an extension of sixty (60) days fram 02 Octaber 2023, or until 01 December 2023 wilh
waivar of the Phasa Il review pariod undil 09 Decembar 2023,

# The Phase || Reviaw pariod was suspended from 02 October 2023 8 01 Decamber 2023,

4 Nofice dated 05 Oclober 2023, -

W Pursuant to Seclion 32 of the PCA, — T

* Pursuant to Seclion 12.5.3, in relation to Section 6§12, PCC Rules on Mergar F‘[i’vl.'ﬁl:r:wnl:lurE|.~-.5£-rsrlli-!ﬁ;i:__ii .
Section 12(c), PCA, . B

43

- On 15 November 2023, the Parties fled a lefter Reques! for Extension and Waiver, requesting far
an extension of e Commitment Review and the Phase 2 Review Pariod for thirty (30) days from 01
Decambar 2023, or until 31 Decembear 2023, On 21 December 2023, the Parties'again fied a leter

s
- —

-
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January 2024, together with all its required attachmenis, for consideration of the
Commission.

The Commitments of the Parties

The Undertaking dated 18 January 2024 contains the following commitmenis to
address the identified potential competiticn conearns in the SOC:

2.1, Commitment on CE0 Fees.

2.1.1. In the event that the Merged Entity increases the CSO Fees
charged ta the Participants, the Merged Enlity commits to abide by
the pricing principle provided under Article X of the By-Laws in
setting the C50 Fees for InstaPay and PESONMet for a periad of five
(5} years from the Effective Date.

212, For purposes of the Commitment in Section 2.1 of this Undertaking:
2.1.2.1, "Article IX of the By-Laws" provides that:
ARTICLE IX OPERATIONS AND REVENUE SHARING

The Corporation will be operated as a utility owned equally by
paricipant-shareholders in accordance with the following principles:

1) The price of each of its products or lines of business will be
©n a cost recovery basis plus reasonable margin andior
redunn on equity,

2}  Revenues, marging and costs shall be calculated per
product or per line of business. To the extent possible,
capital expendifure requirements shall fkewise be
presentad and approved per product or line of business.”

2.1.2.2 For purposes of Section 2.1, of this Undertaking,
‘reasonable margin and/or return on eguily” vis-a-vis
InstaPay and PESONet means one which will allow the
Merged Entity 1o make necessary and desirable
investments required to (i) conlinue to operate InstaPay @nd
PESONel, as the case may be, in accordence with —
applicable laws and regulations, and the sarvice level -
agreement in force at the relevant time; and [ii) fulfill the
instaPay Use Cases and PESONet Use Cases {as definad

']

—

raquest for exdenzion and walver of the Phase 2 Raview Perod for thirty (30} ﬁi‘l._!l_.,ﬁ: frum\m . s
2023, or wntil 30 January 3024, - £

e,

o
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below in Section 2.4.2 of this Undertaking), provided that
any increasa of C50 Fees shall be approved by the BEP.

Following the receipt of the approval by the Securities and
Exchange Commission ("SEC”) of the By-Laws, the Merged Entity
shall not amend Article [X of the By-Laws for a period of five {5)
years from the Effective Date, uniess the period is otherwise
medified pursuant to Section & of this Undertaking.

KX

2.2, Commitment lo Refrain from Discriminatory Behavior. The Merged Entity
shall not arbitranily discriminate against any Non-Sharehaolder Participant,
in terms of CS0 Fees, Quality of CS0O Services, and the use of the
clearing facilities of either InstaPay er PESONet, as may be applicable.

22.1.

222

2.2.3.

The Merged Entity will charge the same CSO Fees to all ils
Participants, whether they be Shareholder-Particlpants or MNon-
Shareholder Participants.

The Merged Entity shall not exclude any Participant from becoming
a Shareholder, provided that the Parlicipant satisfies all the
requirements under applicable laws and regulations, the Merged
Entity's constitutive documents and other reasanable requirements,
including the subscription or purchase of, and payment of such
number of shares in the Merged Entity as may be necessary in order
to achieve parity In shareholdings among the Shareholders of the
Merged Enfity.

The Merged Entity will provide the same quality of CSO Services to
all its Participants, whether they be Shareholder-Participants or
Non-Shareholder Participants, such as but not limited to acls which
shall ensure that the Merged Entity will not migrate Non-
Shareholder Participants to an inferdor platform vis-a-vis the
platform used or provided to Shareholder-Participants.

AN X

2.3. Commitment on Quality of CSO Services,

2.3.%.

2.32.

The Merged Entity shall abide by the Service Level Agreemants
("SLAs") executed or which may in the future be executed by the
Merged Entity and the PSMB, including the SLA dated 20 April 2048
(the “BancMet 2018 5LA™), in all material raspects. - '
Subject to current and fulure applicable law, rules and-regulations,
and other issuances and approvals of any relevant raguiamw body,

j:'_l‘:::ﬁx__ ¥
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including the BSP, the Merged Entity shall not arbitrarily decrease
the clearing cycles for the settlement of PESOMat.

2.3.3. The Merged Entity shall not consolidate the operations of InstaPay
and PESONet, such that either InstaPay or PESONet shall cease
o exist, unless otherwise expressly mandated by PSMB and the
BSP. In the event that consolidation is mandated by PSIME and the
BSP, the Merged Entity shall inform and consult with the PCC prior
to such consolidation,

234. The Merged Entity shal mainfain a Monthly Service Availability
Rate ("MSAR") of at least [CONFIDENTIAL]% for both InstaPay
and PESONet, except when the SLA provides for a higher rata in
which case the MSAR in SLA shall apply, or when the PSMB
and BSP has otherwise consented in writing, pravided that:

4.3.4.1. The M3AR In this Section shall be subject to review by the
PCC, after the third [3™) year from the Effective Date, to
determine whether there is a necessity 1o increase the
minimum MSAR provided in Seclion 234 of this
Undertaking to [CONFIDENTIAL]%.

2342 In no instance shal the Merged Entity schedule
mairtenance or system updates for InstaPay and PESCNet
al the same time.

235, The MSAR shall be calculated as follows:

Actual Uptime + MSAR Excluslons
Total Expected Uptime

2.3.5.1. "Actual Uplime" shall mean the number of hours that either
InstaPay or PESONel is actually available to their
respective Participants in a given month.

2.3.5.2. "MSAR Exclusions” shall ba expressed in hours and shall
mean (i) any outages that are communicated to PSME prior
to such outage, such as scheduled maintenance or system
updates: or (i) those that are beyond its control, such as but
not limited to those caused by Force Majeure or by Third
Parties, except to the extent thal the Merged Entity shali

have acted with negligence or fault. . S T,

- <

2.3.5.2.1. For this section, “Force Majeure” refers to forces

beyond the control of the Mergad Entity,

including, without limitation, Slikes, work

e, 1 —
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2.3.8.
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stoppages, accidents, acts of war or terrorism,
civil ar military disturbances, nudear or natural
catastrophes, or acts of God, and interruptions,
loss or malfunctions of wiilities, communications,
or computer (software and hardware) services,
provided that the Merged Entity shall use
reasonable efforts which are consistent with
accapted practices to resume performance as
soon as praclicable under the circumstances.

2.3.5.2.2. For this saction, “Third Parties” refers to any
person other than the Merged Entity, its agents,
representatives, or any person duly authorized
of engaged to act on its behalf including but not
limited to Mastercard Vocalink.

2.3.5.3. "Total Expected Uptime” shall be expressed in hours and
shall be computed by mulliplying the number of days of the
relevant month by twenty-four (24} hours.

The Merged Entity shall meet the minimum standards set by the
relevant ACH for its Information security and business cantinuity
requirements, as agreed upon by the relevant parties in writing.

In cases where the Merged Entity is required to submit to the BSP
an Eveni-Driven Report under BSP Circular No. 1019, Series of
2018, the Merged Entity shall furnish a copy of the same Event-
Driven Report to the PCC.

The Merged Entity commits that should it enler into any new or
amended SLA involving either InstaPay or PESONet, such SLA
shall include the following minimum terms:;

2.3.8.1. The MSAR shall not be lower than the MSAR defined in
section 2.3.4 of this Undertaking or the Bancnet 2018 SLA.

2.3.8.2 The standards for information security and business
continuily requirements shall not be lower than those
defined in Section 2.3.8 of this Undertaking; and

£.3.8.3. The Merged Entity shall extend any necessary assistaiics

te all Partmpants as they each may reasanably mquire tl:r T
s

avail of the services of the Merged Entity,
HHX
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2.4, Commilment on Confinued Innovalion.

£4.1. The Merged Entity, with the consent of PESONet and InstaPay
Participants and subject to the approval of the BSP, commits to
integrate InstaPay and PESONet into a common analytics platform
for the purpose of aiding the Participants in combating fraud and the
use of mule accounts within five (5) years following the Effective
Data.

242 The Merged Enlity shall implement the use cases under the
InstaPay and PESONet roadmap prepared by their respeclive
ACHs, subject to a viable business case for each use case, as
approved by the ACH Participants and the PSMB (the “InstaPay
Use Cases” and "PESONet Use Cases”, respactively),

2.4.3  The Merged Entity shall extend assistance to all Participants as they
each may reasonably require ton implement the use cases and any
upgrades necessary to availl of the use cases provided by the
Merged Entity."*® (Footnotes and emphases emitted)

The Commission is weil aware that the Transaction is a merger-to-monopoly and has
gone through a more rigorous process to ensure that sufficient safeguards are In place
ko curtail any anticompetitive propensiies of the surviving entity. The BSP, on its part,
affirms that its powers and functions are judiciously being exercised in the performance
of its mandate as overseer of the national payment systems and primary regulator of
the aflecled sector. Greal weight is accorded to the assurance of the BSP that it has
sufficlent authority to reguiate the operations of the Merged Entity, including the rates
that will be imposed on the end-users, qualily of the service, non-discriminatory
Behaviors, and innovation,

Inits review, the Commission took into considerstion the existing regulatory framework
and market conditions, various submissions and representations of the Parties,
consultations and intarviews with stakeholders, % the comments from the public, and
the assurances from the BSP of its active role as the prirmary regulator of the industry.
After its careful assessment, the Commission finds the commitments in the
Undertaking, sufficient to address the potential competition concerns raised during the
review. The Undertaking is atlached herein and made an integral part of this decision.

ACCORDINGLY, the Commission resolves lo ACCEPT the voluntary commitments of
the Parties contained in the Undertaking dated 18 January 2024, The Transaction is
hereby ALLOWED to proceed subject to strict compliance to the commitments and
other terms and conditions provided in the Undertaking. —

* Undertaking dated 18 January 2024, pp. 6-13 4
% Buch as the BSP, PPMI, BSFls. and NBSFIs e
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BancNet, Incormporated and Philipnine Cleanng House Corporation
Commitment Decision No. 02-M-2024

25 January 2024

I'he Parties are reminded that a breach of any commitment, term. or condition set forth
in the Undertaking dated 18 January 2024 will be subject to fines, additional remedies,
and such other measures as the Commission may deem necessary, including the
nullification of this Decision

SO ORDERED.

25 January 2024,

-

’ -

MICHAEL G. AGUINALDO
Chairperson

MARA}J’ ICTORIA S. QUEROL MICHAEL

ommissioner

. PELOTON
Comphissioner

| TSCRATURERECASTED! -
LOLIBETH RAMIT-MEDRANO FERDINAND M. NEGRE
Commissioner Commissioner
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UNDERTAKING

This Undertaking (“Undertaking™) is executed by:

BANUNET, INCORPORATED ("BancNel”), a corporation organized and existing
under the laws of the Philippines, with principal office address at 19" Floor BDO Equitable
Tower, 8751 Paseo de Roxas, Makat: City, Philippines, represented herein by its authorized
representative. ELMARIE 8. REYES;

with the conformity of:

PFHILIPPFINE CLEARING HOUSE CORPORATION (“PCHC™) (together with
BancNet, the “Parties™), a corporation organized and existing under the laws of the
Philippines, with principal office address m the Ground  Floor, Cafetorium Building,
Bangko Sentral ng Pilipinas Complex, A. Mabim comer P. Ocampo, Sr. Streets, Malate,
Manila, as represented herein by its authorized representative, EMMANUEL E.
BARCEMNA:

acting pursuant to the authonity granted under the Secretary’s Certificare dated 18 January
2024 issued by BancNet and the Secretary’s Centificate dated 17 January 2024 issued by
PCHC, sttached hereto as Annex “A™ and “B.” respectively;

in favor of:

the PHILIPPINE COMPETITION COMMISSION (the “PCC” ar the “Comm ission™),
an independent quasi-judicial body created under Republic Act No. 10667, otherwise
known as the Philippine Competition Act (the “PCA™), with office address at the 25™ Floar,
Vertis North Corporate Center, North Avenue, Quezon City,

RECITALS:

(40

(B}

1)

(1)

On 26 October 2022, the BancNet and PCHC (“Parties™) signed their Articles of Merger
pursuant o which the Partics agreed to merge (the “Transaction™) with BancNet, as the
surviving ennity, and who, following the Effective Date {as defined below), shall be
thercafter known as the Puyments Network of the Philippines, Inc., doing business under
the name and style of “BancNet™, “Philippine Clearing House™ and “PCHC™.

On 17 November 2022, the Parties filed their respective Notification Forms with the
Mergers and Acquisitions Office of the PCC (*“MAO). On | | September 2023, the MAQ
issued a Statement of Concerns (“SOC™), concluding that the Transaction is likely to resull
n substantial lessening of competition in the market for the provision of non-cand clearing
switch operator services for imerbank elecironic fund transfers in Philippine Peso
nationwide (the “Relevant Market™). \

= -

On 2 October 2023, BancNet submitted a Proposal for Voluntary E'nmmi’rmcr:r;“mie
“Initial Proposal™). &

On 8 November 2023, the Partes submitted o Drafi Lindcnsi.iéing, together with its
supporting Annexes and Attachments (“Draft Undertaking™), — _ c



{E} On 20 November 2023, following the comments of the PCC o the Draft Undertaking, the
Partics submitted a Revised Draft Undertaking. together with its supporiing Annexes and
Adtachments (CFirst Revised Draft Undertaking ™).

(F) Foliovwang discussions between the PCCU, BancNet, as the proposed surviving entity, and
MCHC, Bancnet and PCHC submitted on 18 January 2024 the Final Revised Undertaking,
together with 1ts supporting  Annexes  and  Attachments (“Final Revised Draflt
Undertaking™).

Thus, Bancnet and PCHC hereby submits this Undertaking setting out its voluntary commitments
o be curried out by of the Merged Entity, as accepted by the PCC in accordance with the
Commitment Decision.

L. DEFINITIONS AND INTERPRETATION

L.V, Degfinitions. Without prejudice to the other terms defined herein, the following terms shall
have the following meamings as used in this Undertaking, mcluding its Annexes:

“Annual” means once every twelve (12) months, beginning from the Effective Date and
every twelve {12} months thereafter.

“Antomated Clearing House” or “ACH"™ means the computer-hased electronic netwark
for processing fund transfer or payment tranzactions in a payment stream in accordance
with the multilateral agreement among its Participants governing the clearing and
settlement of the transactions.

“BancNet 2018 SLA™ has the meaning given to it in Section 2.3.1 of this Undertaking,

“Billing Credit” means a refund of the Disgorged Amount to each of the relevant
Participants which will be credited to their respective monthly billings. such that the
amount charged to the relevant Participants for the month succeeding the Notice of Breach
will be reduced by the Disgorged Amount, pursuant to Section 2.1.5.1 of this Undertaking
on [hsgorgement,

“BSP” means the Bangho Sentral ng Pilipinas,

“BSP Issuance” means any circular, resolution, memorandum, notice, advisory, letter,
mstrument, document, or other official communication issued by the BSP regulating and/or
altecting the Transaction and/or the Merged Entily,

“Business Day” means a day (other than a Saturday, Sunday, or any public holiday) on
which businesses and government offices are authorized to open or are not reguired to be
closed in the city or municipality where the head offices of the PCC and the ML.T_Ipi:IJ Enll.l:}-
are located. " :
- -\_\-\-\“H..
“By-Laws" means the proposed By-Laws of the Merged Entity, asapproved by the Board
of Directors and Stockholders of BancNet on 16 August 2022-and 26 August 2022
respectively and by the Board of Directors and Stockholders of PCHC on 22 July 2022 and
4 Augrust 2022 respectively, collectively attoched hereto as Annex <O N

-
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“Clearing Switch Operator™ or “CS50" means an Operalor of a payment system which 1=
an entity that provides clearing and settlement services in the payment system, or defines,
prescribes, designs, controls or maintains the operntional framework for the system,

“Commitment” has the meaning given to it in Section 2 of this Undertaking.

“Confidential Business Information™ means information which concerns or relates to the
operations, production, sales, shipments, purchases, transfers, identification of customers,
mventories, or amount or source of any income, profits, losses, expenditures, which are nol
generally known 1o the public or to other persons who can obtain economic value from its
diselosure or use, or is lable to couse serious harm to the person who provided it, or from
whom il onginotes, and is the subject of efforts that are reasonable under the circumstances
W maintain its secrecy, submitted and duly claimed as confidential by an entity, and
determined to be such by the POC, and all other information that is considered confidential
under Section 34 of the PCA,

“Control” means the ability to substantially mfluence or direct the actions or decisions of
an entity, whether by contract, agency or otherwise and the term “Controlled” shall be
construcd accordingly.

“CSO0 Fees™ means all fees imposed by the Merged Entity on Participants ag the CSO of
InstaPay and for PESONet.

“CS0 Services” means the operation, maintenance, and enhancement ol InstaPay and
PESONet.

“Disgorged Amount™ has the meaning given to it in Section 2.5.1.1 of this Undertaking.
“Effective Date™ has the meaning given to it in Section 5.1 of this Undertak ing

"Event-Driven Report™ has the meaning given to it in Section 2(2) of BSP Circular Mo.
1019, Series of 2018,

“Instapay Retail Payment System™ or “InstaPay™ means the BSP-priontized real-time
low-value EFT payment system that provides for the sending, receiving, routing, clearing
and settlement of EFT transactions which payment system allows consumers and
businesses o electronically transfer low-value payments (P50.000 and below per
transaction) faster between PAYOR and PAYEE accounts, with real-time confirmation to
PAYOR of funds transferred, and immediate credit to a PAYEE account.

“InstaPay Use Cases™ has the meaning given to it in Section 2.4.2 of this Undertaking.

“Merged Entity” mcans the cntity created as a result of the Transaction, duly registered
with the Securities and Exchange Commission (“SEC™).

am,,

“Monitor™ means the impartial third-party monitor that may be L-.qj:lmnt_uijr-fpurfig\:: to
Section 3.2.1 of this Undertaking.

-

“MSAR™ has the meaning given to it in Section 2.3.4 of this Undﬁﬁaking_



“Mon-Sharcholder Participant™ meons o Participant that 55 not a shareholder of the
Merzed Entity,

“Originating Financial Institution” or “OFI"” means a Participant in the InstaPay ACH
andfor PESONet ACH which sends transactions through InstaPay andfor PESONer
respectively.,

“Participant” means any OFl or RF1, which includes any entity that is a BSP-Supervised
Financial Institution (“BSFI1™) or non-bank financial institutions (“NBFI1s”).

“Fayments Network of the Philippines, Inc.” means the Merged Eniity which, following
the Effective Date, will cease to be known as BaneMNet, Incorporated, and will thereafter be
doing busmess under the name and style of “BancNet”, “Philippine Clearing House™ and
“PCHC™.

“Payment System™ means either InstaPay or PESONet, as the case may be.

“Payment System Management Body™ or “PSMB™ means a private industry-led self-
governing body that is duly recognized and overseen by the BSP to develop and enforce
rules and agreements peraining o members’ clearing and settlement activities in
accordance with the National Retail Payment System (“NRPS™) Framework and applicable
BSP regulations, The BSP recognizes PPMI as the PSMB of InstaPay and PESONet as of
date of execution of this Underiaking.

"PCA™ has the meanmg given to it in the Recitals.

“PCA-IRR" means the Rules and Regulations to implement the provisions of Bepublic
Act No, 10667,

“POCT or "Commission™ has the meaning given to it in the Recitals.
“PCC Merger Rules™ meins the PCC Rules on Merger Procedure,

“PESONet™ means an electronic fund transfer payment system or eredit payment network
which processes fund transfer and/or payment instructions in bulk and clears the
transactions of its Participants at batch intervals.

“PESONet Use Cases” has the meaning given to it in Section 2.4.2 of this Undertaking.

“Philippine Payment Management Inc.” or “PPMI™ means the duly recognized self-
governing body asked to support the BSP in overseeing proper operations and monitoring
implementation progress of the National Retail Payment System ("NRPS”) by enforcing
the povernance framework,

“Receiving Financial Institution” or “RFI” means a Parbicipant in the ‘hmmPa.ng{'fH
and'or PESONet ACH which receives transactions through InstaPay andfor PESONet.
respectively. :

-

“Refevant Market™ has the meaning given to it in Recital (B). -



“Senior Officer™ means the president, chiel executive officer, chief finance officer,
treasurer, or the chiel vperting officer of the Merged Entity.

“Shareholder”™ means any person or entity that beneficially owns at least one (1) share in
the Merged Entity on Effective Date.

“Sharcholder-Participant™ means a Participant that 158 a sharcholder of the Merged Entity.

“SLA™ has the meaning given to it in Section 2.3.1 of this Undertaking.

“Transaction™ has the meaning given 1o it in the Recitals.

“Undertaking™ has the meaning given to it in the Recitals.

1.2, fmterpretaiion, In this Undertaking, save where the context otherwise requires:

{mp

()

i)

id)

(e

if

(i)

ih}

References to any gender include all genders; references to the singular include the
plural. and vice versa; and words denoting persons imelude natural persons,
partnerships, corporations, joint ventures, wusts, associations, organizations, of
other entities (whether or not having a separate legal personality);

The headings in this Undertaking are for convenience only and shall not affect the
interpretation of any provision of this Undertaking:

References to this Undertaking include this Undertaking as modified, amended, or
supplemented in accordance with its terms;

“Include,” “includes,” and “including” are deemed to be followed by “without
limitation™ or “but not himited to,” whether or not actually followed by such words
or words of like import;

References (o a person shall include hig successors and permitted assigns;

References to a “day™ mean a calendar day, unless expressly provided atherwise;
references 1o a “week™ mean the period from Monday to Sunday; references o a
"month” mean a calendar month, and references to a “year” mean a period of time
commentcing on a particular date and ending on the day before the anniversary of
such date;

References to “written™ or *“in writing” include n electronie form: and

This Undertaking has been discussed between BancMet, PCHC, and the PCC and
shall be fairly inmterpreted in sceordance with its terms taking such discussions into
consideration, -

= -
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1. COMMITMENTS

As a condition to the issuance of the Commitment Decision by PCC, the Merged Entity commits
i perform the commitments set out i this Undertaking (each, a “Commitment™):

2.0, Crmrmiltment evi OS50 Feey!

LI1. In the event that the Merged Entity increases the CS0 Fees charged o the
Participants, the Merged Entity commits to abide by the pricing principle provided
under Article IX of the By-Laws i setting the CS0O Fees for InstaPay and PESONer
for a peniod of five (3) vears from the Effective Date,

2.1.2. For purposes of the Commitment in Section 2.1 of this Undertaking:
2.1.2.1."Aricle IX of the By-Laws™ provides that:
CARTICLE IX OPERATIONS AND REVENUE SHARING

The Corporation will be operated ax a wtifity owned equally by
participont-shareholders  in accordance with  the following
principles.

1) The price of each of iix products or lines of business will be on
a cost recovery basix plus reasonalble margrin andior refurn on

i,

21 Revenues, marging and costs shall be calenlated per product
ar per fine af business. To the extemt possible, capital
experditnre reguivements shall likewise be presented ond
apprenved per prodhiet or line of busivess. ™

2.1.2.2. For purposes of Section 2.1, of this Undertaking, “reasonable margin
and/or return on equity” vis-a-vis InstaPay and PESONet means one which
will allow the Merged Entity to make necessary and desirable investments
required to (1) continue to operate InstaPay and PESONet, as the case may
he, in accordance with applicable laws and resulations, and the service level
agreement in force at the relevant time; and (11} fulfill the InstaPay Use Cases
and PESONet Use Cases (as defined below in Section 2.4.2 of this
Undertaking), provided that any increase of CSO Fees shall be approved by
the B5P.

2.1.3. Following the receipt of the approval by the Securities and Exchange Commission
("SEC”) of the By-Laws, the Merged Entity shall not amend Artich X of the By-
Laws for a period of five (5] years from the Effective Date, unless The fE’:J“ s
otherwise modified pursuant 1o Section 6 of this Undertaking. :

I



214, Monitoring.

2.1.4.1. For purposes of monitoring compliance with Section 2. 1. of this Undertaking
and 1ts subsections, the Merged Entty shall submit o the PCC Annual reports
on the CSO Fees disaggrepated by month, including volume of transactions
per Participant and per Payment System in the form attached hereto as Annex

“D7,

2.1.4.1.1

In case of an increase in the CSO fees, the Merged Entity shall:

214111, Submit the BSP issuance approving the increase, The

BSP issuance shall be submitted together with the
Annual report.

21.4.0.1.2, Notify the PCC, no less than five (5) Business Days,

2.1.4.1.2,

2. 1.5, Penaltiex,

prior to the implementation of an increase in any CS0
Foe.

The Merged Entity shall submit the Annual report not later than
fifteen (15} days after the end of each Annual period beginning
from the Effective Date,

2. 1.5.0,  Withe PCC finds thay the Merged Entity increased the CSO fees in vielation
of Sections 2.1.1. and 2.1.2. of this Undertaking, the amount received by the
Merged Entity in excess of the allowed margin fees approved by the BSP {the
“Disgorged Amount”) will be retumed to the relevant Participants.

2.1.5.1.1.

2. 1500

2.1.5.1.3.

The Disgorged Amount shall be retumed within a period of thirty
{30) Business Days from receipt by the Merged Entity of a Notice
of Breach issued by the PCC. The Disgorged Amount will be
distributed 1o the relevant Participants as Billing Credits, subjec
e both corporate and taxation regulations, in proportion to the
revenues contributed or the fees paid by such Participant to
InstaPay and/or PESONet, as the case may be. This does not
preclude the POC From imposing the penalties as may be provided
under Section 29 of the PCA, after notice and due process.

Within five (5) Business Days from the refund of the Disgorged
Amount, the Merged Entity will submit to the PCC a certification
under oath on its compliance with the obligation ln’re_qud__;_

B

-\.,,

Following the submission of comphance h}nihn: Merged F;H}‘ 0
the refund of the Disporpged Amount, the l:"s'.'{,f ghall be entitled to
verify the calculation of the Disgorged Amount and the process

14 i



of refund of the Disgorged Amount, including the accuracy of the
computation of the amounis refunded to the Participants,

The PCC may conduct the mspection of the relevant data in the
Merzed Entitv's principal place of business {or other office
identificd by #t for this purpose), inguiries and external
confirmation from the relevant Participants andfor relevant
regulatory bodies. The conduct of the inspection shall be subject
to the PCC providing a written notice of the proposed schedule of
the inspection no less than five (5) Business Days prior (o the
intended date of inspection. On the day of the inspechon, the
Merged Entity shall furmish the PCC a report indicating the
manner in which the Disgorged Amount shall have been
refunded. Such report shall contain, among other details, the name
of the Participants, the amount of the refund received by each
Participant, and the basis of the computation of the refund. The
Merged Entuty shall provide m such report a warranty that the
contents of such report and ils anncxes, as the case may be, are
true and comect,

21514 Warranty an the Disgorged Amount. The Merged Entity warrants
that the Disgorged Amount shall be for its exelusive account, and
that it shall not in any way recover the same, wholly or partially,
from its Participants.

2152, In the event that the Merged Entity fails to comply with Section 2.1.3, of this

Undertaking, such failure shall be considered a violation and shall be subject
to the appropriate fines under Section 4 on Vielations of this Undenaking.

1.2, Commitment fo Refrain from Discriminaiory Behavior.” The Merged Ennty shall not
arbitrarily discriminate against any Non-Shareholder Participant, in terms of OS50 Fees,
Cuality of C50 Services, and the use of the cleanng facilities of either InstaPay or
PESONet. as may be applicable.

221

1 i 5

The Merged Ennty will charge the same CS0 Fees to all its Participants, whether
they be Sharcholder-Participants or Non-Sharcholder Pamicipants.

. The Merged Enfity shall not exclude any Participant from becoming a Shareholder,

provided that the Participant satisfies all the requirements under applicable laws and
regulations. the Merped Entty’s constitutive documents and other ressonable
requirements, including the subseription or purchase of, and payment of such
number of shares in the Merged Entity as may be necessary in order-to achieve
parity in shareholdings among the Sharcholders of the Merged Entity, £

“«.l-. _H-H\'"
The Merged Entity will provide the same guality of CSO-Services to all its
Participants, whether they be Sharcholder-Participants er Non-Shareholder
Participants, such as but not hmited to acts whichuailull ensiire that the Merged

Ll - g S
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2.24,

Entity will not migrate Non-Sharcholder Participants to an inferior platform vis-d-
via the platform used or provided 10 Shareholder-Participants,

Monitering. The Merged Entity shall submit the Annual report not later than fifteen
(15) days after the end of each Annual penod beginning from the Effective Date.

224.1. The Merged Entity shall submit to the PCC an Annual report contaming the

ey

following information in the form attached hereto as Annex "E™:

a} a hstof Participants that opted to become Shareholders:

b) the CS0 Fees charged 1o each of the Sharcholder-Participants and Non-
Sharcholder Participants during the period covered by the report;

¢l a list of Participants that subsequently withdrew their application o
become a shareholder of the Merged Entity, together with the drafi
agreement provided to such Participant by the Merged Entity;

d) a statement that the Merged Entity has not disciiminated against Non-
Sharcholder Participants; and

el aconfirmubion 1ssued by the PSMB confirming that it bas no knowliedge
of any discrimination against Non-Sharcholder Participants.

Penalty, In the event thal Merged Entity fails 1o comply with Sections 2.2, of this
Undertaking and its subsections, such failure shall be considered a violation and
shall be subject to the appropriate fines under Section 4 on Violations of this
Undertaking.

2.3, Commitment on OQualiiv of C50 Services,™

7O

233

234,

The Merged Entity shall abide by the Service Level Agreements (*SLAS™) executed
or which may in the future be executed by the Merged Entity and the PSME,
including the SLA dated 20 Apnl 2001% (the "BancNet 2008 SLA"), in all material

respects.

. Bubject w current and future applicable law, rules and regulations, and other

issuances and approvals of any relevant regulatory body, including the BSP, the
Merged Entity shall not arbitrarily deerease the clearing cveles for the settlement of
PESCNet,

The Merged Entity shall not consohdate the operations of InstaPay and PESONet,
such that either InstaPay or PESOMet shall cease to exist, unless otherwise
expressly mandated by PSMB and the BSP. In the event that consolidation is
mandated by PSMB and the BSP, the Merged Entity shall inform and consult with
the PCC prior to such consolidation.

The Merged Entity shall maintain a Monthly Service Availability Rare (“MEAR™)
of at least [CONFIDENTIAL|%: for both [nstaPay and PESONel, cxcept wihien the
SLA provides for a higher rate in which case the MEM&{F'I SLA shall apply, or
when the PSMB and BSP has otherwise consented in writipg, provided that;

1
L - .h*-a,_H
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2.34.1.

2342,

The MSAR in this Section shall be subject to review by the PCC, after the
third (3"} year from the Effective Date, to determine whether there is
necessity to moresse the minimum MSAR provided in Section 2.3.4 of this

Lindertaking to |[CONFIDENTIAL]%.

In no mstance shall the Merged Entity schedule mamntenance or svstem
updates for InstaPay and PESONet at the same time.

235 The MSAR shall be ealoulated as Follows:

2.3.3,.2.

e et

Actual Uptime + MSAR Exclusions
Total Expected Uptime

“Actual Uptime” shall mean the number of hours that either InstaPay or
PESOMet 15 actually available to their respective Participants in a given
maonth.

"MS5AR Exclusions™ shall be expressed in hours and shall mean (1) any
outages that are communicated to PSMB pror to such outage, such as
gcheduled maintenance or systern updates: or (1) those that are beyond its
control, such as but not limited to those caused by Force Majeure or by Third
Parties, except to the extent that the Merged Entity shall have acted with
negligence or fault,

2.3.5.2.1. For this scction, “Force Majeure” refers to forces bevond the
control of the Merged Entity, including, without limitation,
strikes, work stoppages, accidents, acts of war or terrorism, civil
or military disturbances, nuclear or natural castrophes, or acts
of God, and intermuptions, loss or malfunctions of utilites,
commumications, or compuier (software and hardware) services,
provided that the Merged Entity shall use reasonable efforts
which are consistent with accepted practices o resume
performance as soon as practicable under the circumstances,

23522, Forthis section, “Third Parties” refers to any person other than
the Merged Entity, 115 agents, representatives, or any person duly
authorized or engaged to act on its behalf including but not limited
1 Mastercard Yocalink.

“Taotal Expected Uptime™ shall be expressed in hours and shall be computed
by multiplying the number of days of the relevant month by twenty-four (24)
hevurs. -

2.3.6. The Merged Entity shall meet the minimum standards set hyﬂﬁ: relevant .ﬁm:r
s information security and business continuity requirements, as agreed upon by
the relevant partics in writing, -

0 o



23.7. In cases where the Merged Entity 15 required (o submit to the BSP an Event-Driven
Report under BSP Circular No. 1019, Senes of 2018, the Merged Entity shall
furnish a copy of the same Event-Driven Report to the PCC.

2.3.8. The Merged Entity commits that should it entér into any new or amended SLA
involving either InstaPay or PESONet. such SLA shall include the following
N Ium erms;

LIEL

2382

2:.3.8.3.

The M5AR shall not be lower than the MSAR defined in Section 2.3.4 of this
Undertaking or the Bancnet 2018 SLA.

The standards for information security and business continmity requirements
ghall not be lower than those defined in Section 2.3.6 of this Undertaking; and

The Merged Entity shall extend any necessary assistance to all Participants as
they each may reasonably require to avail of the services of the Merged
Entity.

239, Monitaring.

2391,

2392,

N

For purposes of monitoring compliance with Section 2.3.1 of this
Undertaking, the Merged Entity shall acquire from the PSMB a Certification
that there has been no breach of the relevant S1.A= and that the Merged Entity
has performed its obligations under the SLAs in all material respects. The
same Certification shall follow the format provided under Annex “F7 and
shall be submitted by the Merged Entity 1o the PCC as part of the Annual
report of the Merged Entty.

The Merged Entity shall submit the Annual report not later than fifteen (15)
s atter the end of each Annual penod beginming from the Effective Date.
The Monitor, should one be appointed pursnant to Section 3.2 of s
Undertaking, shall report any breach to the Commission within ten (10}
Business Davs from its discovery of such breach from the Effective Date,

For purposes of monitoring compliance with Sections 2.3.2 and 2.3.3 of this
Undertaking, the Merged Entity shall likewise submit to the PCC a repor
covering the number of ¢learing ¢ycles of PESONet and confirming that there
has been no breach of the Commitment against consolidating InstaPay and
PESOMNet, following the form attsched hereto as Annex “G”. The Merged
Entity shall submit the Annual report not luter than fifteen (15) days afier the
end of each Annual period beginning from the Effective Date,

For purposes ol momtonng compliance with Section 2.3.4 and 235 of this
Undertaking, the Merged Entity shall submit to the PCC: -

al @ report executed by the Merged Entity confirming that thuﬁﬁﬂ.ﬁ"t‘rﬂ;\h o
breach of the Commitment on Monthly Service Availability in the foimm
attached hereto as Annex G and o



2.4

2.3.94.

2.395.

1396,

b) a report on the MSAR, which shall be disaggregated by month and per
Payment System in the form attached hereto as Schedule “17 of Annex

i P8

The Merged Entity shall submit the Annual report not later than fifteen (15)
duys after the end of each Annual period beginning from the Effective Date.

For purposes of monmitormg compliance with Section 2.3.6 of this
Undertaking, the Merged Entity will submit a report to be issued by the PSMB
in the form attached hereto as Ammex “F” confirming that the Merged Ennity
haz gatishied the mmimum ztandards of the relevant ACH for information
security and business continuity standards, The Merged Entity shall submin
the Annual report not later than Gifteen { 15) dayvs afier the end of each Annual
penod bepinming (vom the Effective Date,

For purposes of monitoring compliance with Section 237 of this
Undertaking, the Merged Entity will fumnish a copy of the Event-Driven
Report 1o the POC within three (3) Business Days from submission 1o the
BSP.

For purposes of monitoring compliance with Section 238 of this
Undertaking, the Merged Entity shall submat to the PCC any new or amended
SLA to be executed with the PSMB within five (5) Business Days of its
execution,

2.3.10. Penufties. In the event that the Merged Entity fails to comply with Sections 2.3, of
this Undertaking and its subsecticns, such failure shall be considered a violation
and shall be subject to the appropriate fines under Section 4 on Vielations of this
Undertaking.

Commmitmest on Continded Tnevatlon.”

2.4.1. The Merged Entity, with the consem of PESONet and InstaPay Participants and
subject to the approval of the BSP, commits to integrate InstaPay and PESONct into
a common analytics platform for the purpose of aiding the Participants in combating
fraud and the use of mule accounts within five (5) vears following the Effective

Date,

242, The Merged Entity shall implement the use cases under the InstaPay and PESONet
roadmap prepared by their respective ACHs, subject to a viable business case for
each use case, as approved by the ACH Participants and the PSMB (the “InstaPay
Use Cases” and “PESONet Use Cases”, respechvely)

24.3. The Merged Entity shall extend assistance to all Participants as they cach may
reasonably require o implement the use cases and any upgrades necessary-ro avail
of the use cases provided by the Merged Entity. =

244, Monitoring.
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244.1. The Merged Entity shall submit an Annuoal report not later than fifteen (15)
days after the end of each Annual period beginning from the Effective Date,
The Merged Entity shall submit to the PCC:

244.1.1. The annual roadmap prepared by the InstaPay and PESONMer
ACHs. Any and all amendments or revisions thereto shall be
stubmitted within ten (10) Business Days from the approval of the
sand amendment oF revision,

2.4.4.1.2. A report jointly executed by the PSMB and the Merged Entity
detailing the steps undertaken i the implementation of the
roadmap. an updated timeline, challenges encountered, and other
relevant miformation; and

24413 A copy of the documents providing the Merged Entity's
abligation to mmplement the use cases, including but not hionted
o service contracts andfor official lemers that indicate the
conformity of the PSMB, InsaPay ACH, and PESONet ACH

2442  For purposes of monitoring compliance with its commitment under Section
2.4.1 of this Undertaking, the Merged Entity will submit a repont certified by
the PSMB informing the Comamnission that InstaPay and PESONet were
integrated info 8 common analytics platform as required by Section 2.4.1 of
this Undertaking within ten (10) Business Days from the date of such
integration; provided that, if such integration has nol occurred on or before
the fifth (3™ anniversary of the Eiffective Date. the Merged Entity shall
mform the Commission of such failure to comply with Section 2.4.1 of this
Undertaking and the reason for such failure, within twi (2) Business Days
frons the fifth (5™) anniversary of the Effective Date,

2443  The current roadmap is attached hereto as Annex “H”, The Merged Entity
shall submit a report to the PCC, as certified by PSMB, detailing any
smendment or modification of any of the use cases in the roadmap within ten
(10} Busingss Days from the approval of the ACH of such amendment or
modification.

2.4.5 Penalties. In the event that Merged Entity fails to comply with Section 2.4, of this
Undertaking and its subsections, such faillure shall be considered a violation and
shall be subject to the appropriate fines under Section 4 on Violations of this
Underaking.

3. MONITORING, REPORTORIAL REQUIREMENTS, AND E'EIMI"LIAF'[T_E
1. Gemeral Oversight and Regidatory Frnctions of the BSP. ; : _ﬂ‘\

311, The Merged Entity recognizes the regulatory oversight of the BSP over the banking
and financial industry. As such, the Merged Entity shall continue to be bound by

57 N



the policies, rules and regulations of the BSP, as well as ony BSP lssuance as
defined under Scetion 1.1 of this Undertaking.

32, Appointmens af the Monitor; Oualificotions; Covts,

5 el

¥ 1 8

323

Should necessity demand it, as in the absence of a BSP lssuance, or upon request
by the BSP, or upon review by the Commission, which review shall be done afier
the third (3™) vear from the Effective Date of this Undertaking, pursuant to Section
5.1 of this Lindertaking, the PCC may appomt an impartial third-party maonitor to
act as Monitor {the “Monitor'}.

The Monitor shall determine and assess the Merged Entry’s compliance with the
Commitments under this Undertaking. The Monitor should have the proven
capability to undertake its responsibilities under this Undertaking. 1T a third-party
monitor shall be appointed, the nommation of the Monitor shall also be contirmed
by the BSP. The appointed Monitor shall work under the supervision of, and be
accountable to, the PCC, and shall carry out its responsibilities under this
Undertaking in a fair, independent, and impartial manner.

When warranted, the following process for appointment of 3 Monitor shall follow:

Within fifteen (15) days from the receipt of the order of the PCC to commenee the
process of appointment of a Monitor, the Merged Entity shall submit to the PCC a
list of three (3) nominees Tor Monitor, including the nominees” letter of intent to
participate in the selection of the monitor and other supporting document as
determined by PCC to prove their qualifications set forth m Section 3.2.1. of this
Undertaking. Failure to provide the foregoing shall be deemed a waiver of
opportunity te participate i the selection of the Monitor and the acceptance of the
PCCs appomtiment of the Momitor.

Should the POC find the nominess of the Merged Ennty unacceptable, PCC may
provide nomimess with notice to the Merged Entity. The Merged Entity shall
provide comments on the PCC": nominees within five (5) dayvs from receipt of such
notice. Thereafter, the PCC shall, by resolution, appoint the Monitor.

The tiling of a motion for reconsideration on the resolution appointing the Monitor

shall toll the minning of the Monitoring Peried. The Monitoring Period will resume
upon resolution of the motion for reconsideration,

In case the Merged Entity fails to submit nominees for Monitor within the period
specified herein, the PCC shall proceed to appoint the Monitor taking into
consideration the qualifications set forth n Section 3.2.1 of this Undertaking.

Any future Guidelines issued by PCC in relation w the appointment of Monitor
shall supersede this provision o the extent it expressly conflicts, with the
Guidelines. 2 e

I a third-party 15 appointed a5 Monitor, the Merged Entity will canse the ;‘I‘u\ni.lur
tos comply with its ohligations under this Undertaking, A ll eosts associated with the
appointment, engagement, and retention of the Monitor foral] services rendered in

14,0
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324,

connechion with this Undertaking shall be borne by the Merged Entity. payable
upon demand amd upon issuance of the relevant order by the PCC.

Penalty, In the cvent that the Merzed Entity fails to comply with Section 3.2.3 of
this Undertaking, including but not limited to any delay or failure by the Merged
Entity to pay all costs associated with the appointment, engagement, and retenbon
of the Monitor such failure shall be considered a violation and shall be subject to
the appropriate fines under Section 4 on Violations of this Undemaking.

13, Functions, Duties, and Obligations af the Parties & Moaitor.

3.3.1,

332

>33,

3.3.5.

All reports, together with supporting data, required to be submitted by the Merged
Entity to the PCC and the Momitor under this Undertaking shall be verified by a
Senior Officer of the Merged Entity. In the event thut the PCC or the Monitor
identifics any deficiency or inaccuracy in the data submitted by the Merged Entity
as required under this Undertaking, the Merged Entity shall rectity any such
deficiency or inaccuracy within at least five (5) days from ils receipt of the notice
of deficiency from the PCC or the Monitor, [t = understond that no breach shall be
deemed to have occurred on account of such deficiency. provided that the Merged
Entity 15 able to reetify such deficiency or inacouracy within five (5) days from
receipt of the notice. Should there be a finding by the PCC or the Monitor that data,
documents, and reports submitied by the Merged Entity are negligemly prepared,
fraudulent, or constitute false, incomect or misleading, material information, the
Merged Entity shall be subject to appropriate penalties under Sections 23 and 29
{c) of the PCA after notice and due process.

When warranted, the Merged Entity shall simultaneously furmish the Monitor with
a copy of all reports and data required to be submitted to the PCC for the purpose
of assessing complinnee with the Commitments. The Merged Entity shall also exert
commercially reasonable elforts to assist the PCC andfor the Monitor, as may be
necessary, w enable the POC and/or the Monitor to execute the latter’s functions.

In connection with the execution by the PCC andior Monitor of its functions, the
Merged Entity shall comply with the PCC and/or the Monitor’s request for relevant
data and documents as required under this Undertaking and allow the POC and/or
the Monitor to conduct interviews in relation to those data and documents, In case
such request 1s made, the Merged Entity shall provide the same within at least ten
{10} days from receipt of the request,

. The Monitor shall make repons to the PCC subject to s required terms and

conditions. The Merged Entity likewise acknowledges that it the Monitor's reports
show non-compliance, the PCC shall fumish the Merged Entity o copy of such
reports. The Merged Entity shall submit its comment on the report stating its
explanation or justification on why it should not be held liable for non-compliance
within fifteen (15} days upon receipt of the report indicating its non-compliance.

It 15 hkewise the understanding of the Merged Entity that the [ﬂnuirqr_'sh:m ETVE is
such while this Undertaking is in effect, unless sooner terminared at the dﬁkﬁnn
of the PCC and that the Merged Entity may, subject to PCC's approval, request
remaoval of the Monitor in case of breach of its obligations-and undertaking under
this Undertaking. -
152 e
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34,

3.5,

13.6. The Merged Entity recognizes the right and duty of the Monitor to promptly report
in writing to the PCC it it concludes on reazonable grounds that the Merged Entity
15 failing 1o comply with this Undemaking.

Cenfidentiality and Mo Conflict of Interest, The Merged Entity is aware that the POC
shall:

341 Reguire the Monitor to observe the same confidentiality obligations imposed under
Section 34 of the PCA;

3.4.2, Ensure that the Monitor shall not act as consultant and that the Momitor ensures that
none of its employees performing work under this Undertaking shall act as a
director, officer, employee, or agent for any entity engaged in the S0 business in
the Philippines withan two (2) years from temunation of ils appointment as Monator,
provided that Section 3.4.2 of this Undertaking will not apply if the Monitor
appointed by the POCC is the PSMB; and

3.4.3. Upon termination of the Monitor's appointment, require the Monitor o turn over to
the Merged Entity all originals and copies of all reports and other documents
provided by the Merzed Entity relating to this Undertaking.

Aevess to Information. For purposes of monitoring compliance with the obligations of the
Merged Entity as set forth in Section 2 of this Undertaking and its subsections, the Merged
Entity shall cooperate with the PCC to provide access to such funther information and/or
documents as may be reasonably required by the PCC to monitor compliance with this
Undertaking, including the submission of such reports or documents as may be reasonably
required by the PCC.

4. VIOLATIONS OF THIS UNDERTAKING

4.1.

4.2

4.3.

5. EFFECTIVITY AND TERM

The Merged Entity shall cooperate with the PCC m good faith and do all things necessary
to comply with the terms of this Undertaking.

Except n respect of violanons where a penalty has been agreed and indicated in this
Undertaking, any other violation of this Undertaking, including delay in the performance
of any ohligatioms herein, shall be punishable as a violation of an order or decision of the
PCC as set out in Section 29 of the PCA, without prejudice to the application of Section
11.4.1 of the PCC Merger Rules.

Any arrangement, contractual or otherwise, intended to circumvent the application of this
Undertaking shall likewise be considered a violation of this Undertaking and shall be
subject to the appropriate penalty under the PCA, and Section 11.4.] of hé& PCC Merper

Rules ]
e, Z _H'""\-H‘
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5.1.

This Undertaking shall be effective from the date the SEC shall have approved the
Transaction following the PCC's decision approving and accepting this Undertuking (the
“Effective Date™). This Undertaking shall continue to be in effect for a period of five (5)
years from the Effective Date. Upon application by the Merped Entity, this S-year term
shall be subject 1o review by the Commission after the third (3™) year from the Effective
Date, to determine whether to release the Merped Entity from its obligations, pursuant to
Section 6 of ths Undertaking.

6. EXTENSIONS, AMENDMENTS, SUBSTITUTION, AND RELEASE

6.1

.

Extersion of Period lo Comply. The Merged Entity understands that:

61,1, The Merged Entity may, at any time prioe to the date when compliance is required
with any Commitment, make a written regquest to the Commission for an extension
of ime within which to comply with such Commitment. Such a request shall specify
the justifications or reasons, which may include the occurrence of events that
prevent timely compliance, such as, but not himited to force mafenre events and
circumstances which make it impossible tor the Merged Entity to perform m whole
or in part its obligations under this Undertaking. Any and all approved extension
shall ikewise extend the term of this Undertaking accordingly.

6.1 2.

L)

After the third (3™) year from Effective Date, the Commission may, upon review of
the market and finding relevant changes to the competition concerns existing or that
competition conditions have worsened or improved, extend or reduce the werm of
this Undertaking, provided that if, afler notice and due process, the Commission
tinds that there has been any breach of the commitmenis in this Undertaking, then
the term of this Undertaking may be extended by the Commission.

In determining the competition condition in the market, the PCC may consider
appropriate metries for the computation of market share such as, among others,
capacity, revenue, or volume, The PCC may also take into consideration other
relevant factors at the time of the review, including relevant changes in competition
conditions.

Release from the Undertaking. The Merged Entity 13 aware that at any time during the
effectivity of this Undertaking, the Merged Entity may apply to be released from any or
all the Commitmenis in this Undertaking on the ground that sefTicient competition exists
in the relevant markets.

6.2.1. The determination of sufficient competition shall be based on existing competitive
conditions at the time of the application for release. In determining whether
sufficient competition exists, the Merged Entity may uwse, and the PCC may
consider, appropriate metrics for the computation of market share such as, among
others, capacity, revenue, or volume, The PCC may also take into canssderation
other relevant factors at the time of the application, as TI.EEE'-.‘HI’E mr:!ud}ng ralovant
changes in competitive conditions. e

2.2 In the econsideration of the Merged Entity's application ar the release sm thé
622 Inth derat I the M d E pl the rel from th
Commitments under this section, the PCC shall make an indspendent evaluation of

NS |
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the applicahon and the supporting documents, including the verification of data
submitted and consultation with third partics,

6.3 dAmendment or Substitution of the Commitments from the Undertaking,

6.3.1.

3.2,

L

The Merged Entity may apply for an amendment or substitution of the
Commitments as contained in this Undertaking.

In evaluating such application, the PCC shall take into consideration relevant
changes in competitive conditions and changes in regulations affecting the industry,
The PCC may, upon evaluation of prevailing conditions in the relevant market,
amend or substitute the provisions of this Undertaking as pecessary, subject to
Sections 12.5.7 and 12.5.8 of the PCC Merger Rules.

Mo amepdment may be male by the Merged Entity of this Undertaking, unless the
same 15 in writing and s approved by the PCC.

The Commutments may be reviewed and amended, upon the release by the BSF of
any relevant BSP Issuance, provided that such BSP lssuance would affect the
performance of the Parties of its Commitments in this Undenaking. The PCC, in
consultation with the Merged Entity, and after notice and due process, may
determine the appropriate amendment of the Commitments, as the case may be.

7. GOVERNING LAW

Tl

This Undertaking shall be governed by, and construed in accordance with, the laws of the
Republic of the Philippines.

8. GENERAL FROVISIONS

5.1,

Nerices. All notices and other communications hereunder shall be in writing except as
expressly provided herein, Any notice or other communication hereunder shall be deemed
duly given (i) when delivercd personally to the recipient; (ii} five (3) days (based on
addressee’s local time) after being sent o the recipient by reputable courier service
(charges prepaid); or (iit) upon electronic wansmital when sent through electronic mail,
mn accordance with the PCC Rules of Procedure, or any future ssuances related thereto:

it to the Merged Entity:

Fayments Network of the Philippines, Ine. (formerly BancNet, Incorporated)
Address: 19" Floor BDO Equitable Tower, 8751 Pasco de Roxas, Makati City.
Philippines - = :

Attention: Elmarie 5. Reyes

Ny =

Email: emmue.reves@bancnetonling.com = .,

it to the PCC: =

Philippine Competition Commission

Jﬁ‘i:-'&- PR |



8.2

N3

5.4,

8.3,

f.6.

8.7

Address: 25" Floor, Vertis North Corporate Center, North Avenue, Quezon City
Adtention: Docket Management and Administrative Services Division
Email: docketitphec.zov_ ph

Either party may change the address to which notices and other communications
hereunder are to be delivered by giving the other party wntten notice in the manner set
forth in this Section B.1.

Confidentiality, The Merged Entty and the POC shall énsure that thewr respective
emplovees, officers, directors, agents, advisors, and consultants will hold n confidence
Confidential Business Information relating to the terms and conditons of this
Undertaking, cxcept a summary thereof as may be agreed between them for purposes of
the issuance of the PCC decision.

Public Ammaincements, Subject to the provisions on confidentiality under the PCA, the
PCA-IRR, and the PCC Merger Rules, the PCC shall be allowed to publish, make press
releases, public announcements, or otherwise communicate with any news media in
respect to this Undertaking,

Severabiliftv. IT any part or other provision of this Undenaking is declared invalid, illegal,
or incapable of bemg enforced, all other terms and provisions of this Undertaking shall
nevertheless remain i full force and effect.

Enrire Agreemeny, This Undertaking constitutes the entire agreement with respect to the
voluntary commiiments of the Merged Entity and supersedes all similar prior agreements
and undertakings on such voluntary commitments, both written and oml, between the
Merged Entity and the PCC,

Change in Law. At any time while this Undertaking remains in effect, the PCC, mosm
proprio, or upon request by the Merged Entity, shall discuss with the Merged Entity to
determine whether in hght of any change in law or regulations taking eflcct, the
Commitments under this Undertaking need revision to cosure that this Undertaking
operates in the manner contemplated and agreed o by the PCC and the Merged Entity.
Any consultation pursuant fo this Section shall be carried out in a spirit of cooperation
with due regard to the mtent and ohjectives of this Undertaking.

Successors ond Asyigns, This Undertaking shall be binding upon the Merged Entity and
its successors and assigns. The Merged Ennty shall require any successor, whether direct
or imdireet, by purchase, merger, consolidation, or otherwise to all or substantially all of
their business andior aseets, which mugt be mede with prior notice 1o PCC, to assumc
expresely and agree to perform this Undertaking in the same manner and to the same
extent that they would be required to perform if no such succession had taken place. Any
assignment in vielation of this provision shall be null and void,

[Signatire Fage follows. |
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SIGMNED:

BancMNet, Incorporated
By:

sGD.

ELMARIE 8. REYES
Awithewized Represeniative

Republic of the Plulippines

BEFORE ME, a Motary Public in and for

personally appearcd:

ACKNOWLEDGMENT

City, Philippines, this _ day of January 2024

- 1 T
s

BancNet, Incorporated
Through:

Elmarie 5. Reyes
Awehorized Represenanive

[CONFIDENTIAL]

[CONFIDENTIAL |

known o me and o me known to be the same person who executed the foregoing Undertaking
and acknowledged o me that the same is her free and voluntary act and deed, and that she has the
authority to represent her principals.,

IN TESTIMONY WHEREOF, | have hercunto set my hand and affixed my notarial seal on the

date and at the place first above written,

Dhoc. Mo,
Pape Ko
Boak MNao.
Sories of 2024,




Confarme:

Philippine Clearing House Corporation
By:

SGD.

EMMANLUEL E. BARCEMNA
Authorized Represenitative

AUCKNOWLEDGMENT
Republic of the Philippines )
) 85
BEFORE ME, a Motary Public in and for , Philippines, this _ day of January 2024

personally appeared:

~ Name _ Proof of Identification | Date and Place lssue |
Philippine Clearing House [CONFIDENTIAL] [CONFIDENTIAL]
Corporation

Through:

Emmanue] E. Barcena
Awrlorized Representative

Known to me and to me known to be the same person who conformed to the foregoing Undertaking
and acknowledged to me that the same is his free and voluntary act and deed, and that he has the
authority to represent his principals,

IN TESTIMONY WHEREOF, | have hereunta set my hand and affixed my notarial seal on the
date and at the place first above written.

Doc, Mo.

Page Mo, :
Book Mo, -
Series of 2024,




Merres:

" This Commitment provides a clear standard that would govern any ingrease or decrease m the price of
CS0 Foes imposed by the Merged Entity on its Participants, This Commitment ensares that any change in
pricimg will pot be indiscriminate, and that any decresse in costs will redound o the benefit of the
Participanis, all things being equal

* This Commitment seeks to mitigate the potendial (o discriminate sgamst Mon-Sharcholder Panicipants by:

{1y ensuring that all Pamicipanis are accorded an egual opporiumiy W become o Sharcholder.
Sigmhcantly, post-Transaction, many Non-Sharcholder Participants {e.g., NBFIsy will have an
opportunity i participate in the Merged Entity ag Sharcholders; and

12} ensuring that the terms of fees, quantily amd guality of service, and e of facilities (meloding the
amount of participation foes o be charged by the CEO) extended to Sharcholders are of par with
those provided to Won-Sharcholder Participants of the Merged Entity.

oA pan from BSP sswnces, the SLA between the TS0 und the PSMB governs the price, quality, range,
and service of o particular C50 service. Typically, an SLA defines the minimum goidelines and standards
pm’l.uining the following:

& Fusctionalivies and rechnicil specilications of the C850 Service

o Specific services to be offcred by the C50 o the Participants

#  Manmner of cleanng and scttlement

o U500 Fees to the Participants {including the manner and freguency of billing )

Executing an SLA is among the many wavs by which Participants exercise supervision over their respeclive
S0k,

Another potential harm is the decrease in the sumber of clearing eyeles in PESONe, or the consalidation
of InstaPay and PESOMNet into one payment stream which would be 1o the detriment of the end-users.
Consequently, the Merged Entity affiomed that it will st deerease PESOMet's clearing cyeles or
consolidate InstaPay and PESONet into one payment system, unless mandated by the BSP or other refevant
suthoritics,

Lastly, the Commitment on MSAR provides a minimum standard of service availability to ensure that its
service quality does not decline following the Transaction,

" A potential horm s the Merged Entity’s supposed reduced incentive to pursue innovation. Pursuant 1o
B5P Circular Mo, 980, sertes of 2007, the task ol product development and innovation belongs to the PPMI,
s the PSMB of lnstmPay and PESONet. This commitment addrosses this potenitial Tuirm becaime the
Merged Entiny eommits to exert commercially reasonable effort fo implement the mnovations of the PPMI,
which 15 comprised of all Participants. Consequently, the incentive to innovale comes from the Merged
Entity's direct customers themselves.

-
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The Underiaking dated 18 January 2024 executed by Bancnet, Incorporated (“BancNet™) and
Philippine Clearing House Corporation (“PFCHC™) on the proposed merger of BancMNet and PCHC

with BancMet as the surviving entity, 15 signed in the presence of:

SG0. S0G0H.
CLAUDIA GABRIELLA R. AMER M. MADCASIM, JR.
SOUILLANTINI Counzel of Phibppine Clearng House
Corporation
Witress

Coursel of Bancnet, Incorporatied
Wirress



Annex

List of Annexes

Title of Document/ Template |

|

Representative, dated |8 January 2024

Secrctary s Certificate of Banciet on the authority granted to its Authorized ‘
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ANNEX A

Secrelary’s Certificate of BancMel on the avthority granted (o s Awihorized
Representative, dated 18 January 2024

[CONFIDENTIAL|




ANMNEX B

Secrctary’s Certificate of PCHC on the authority granted to its Authorized Representative,
dated 17 January 2024

[CONFIDENTIAL]




ANNEX C

Amended Bv-Laws of Payments Network of the Philippines, Inc. Doing business under the
name and stvle of “BancNet™, “Philippine Clearing House™ and “PCHC™

[LONFIDENTIAL]



ANNEX D

MERGER OF BANCNET, INCORPORATED AND PHILIPPINE CLEARING HOUSE
CORPORATION

[Drate]

PFHILIPPINE COMPETITION COMNISS1OMN
25th Floor, Vertis Morth Corporate Center,
North Avenue, Quezon City

ATTENTION: DOCKET MANAGEMENT AND ADMINISTRATIVE SERVICES
DIVISION

Report on the Commitment on U500 Fees dated [#]
Period Covered: [=] to =]

fesdames’ Gentlemen:

We deliver this report pursuant to Section 2.1 of the Undertaking dated (the "Undertaking™)
executed by PAYMENTS NETWORK OF THE PHILIPPINES, INC., formerly BancMet,
Incorporated, (the “Company™) in favor of the Philippine Competition Commission (the
“Commission). Unless otherwise defined herein capitalized erms will have the same meaning
ascribed to them in the Undertaking.

The CS0O Fecs charged by the Company to its Participants disaggregated by tvpe, month, including
volume of transactions per Participant and per Payment Systcm (in Philippine Pesos) are attached
hereto as Schedule 1. [On behalfl of the Company, [ hereby certify that there has been no change
in the C30 Fees charged to InstaPay or PESONet Farticipants since the date of the Undertaking. |'
/I Sinee the date of the [Undertakmg/last report] the Company has increased the CSO Fees charped
to [InstaPav/PESOMet] Participants, On behalf of the Company, we hereby certify that we have
complicd with the Company’s commitment under Section 2.1 of the Undertaking. A breakdown
of the costs and reasonable margin and/or return on equity demonstrating such compliance s
attached hereto as Schedule 2.7

Sincerely,
PAYMENTS NETWORK OF THE PHILIPPINES, INC., 5 5
Hy: B

[=]
[=] ~

! Ter e e (v b v charize i e OS2 Fee shwe the dite of the Usdlortabing, N ——
T T b wexel £ v B o e e the O8O Few since the date of the Undertokivg,

o



SCHEDULE 1

(to the Report on the Commitment on CSO Fees

Peripd Covered: [of fo Js])

PAYMENTS NETWORK OF THE PHILIPPINES, INC.

CS0r Fees charged disaggregated by month and payvment system (in Philippine Pesos);

A, InstaPay;

Period

Participant

= e

[Manth] [Year]

Yolume of
Transactions (in P)

CS0 Fee

[Manth] [Year]

[Month] [Year]

[Month] [Year]

[Month] [Year]

[Month] [Year]

B. PESONet:

Period

Participant

Volume of

Transactions (in *) |

[Month] [Year]

CS0 Fee

[Month] [Year]

[Month] [Yedar]

[Month] [Year]

[Month| | Year]

[Momth] [Year]




SCHEDULE 2
(to the Report on the Commitment on CS0 Fees
Period Covered: [+f fo f=)
PAYMENTS NETWORK OF THE PHILIPPINES, INC.

A Transaction Fees;

{in P, per transaction) InstaPay PESONet

Inerease in OS50 Fees

Tronsaciion Foe

Amemirni of cosis

“]!i.ﬂ'rrm-u;- From cost

E. Onboarding Fees:

{in I*, per transaction) InstaPay PESONet

Increase in CS0 Fees

Teansaciion Fee

Amecsini of cosis

Difference from cost




AMNNEX E

MERGER OF BANCNET, INCORPORATED AND PHILIPPINE CLEARING HOUSE
CORPORATION

[Date]

PFHILIFPINE COMPETITION COMMISS 10N
25th Floor, Vertis North Corporate Center,
MNorth Avenue, Quezon Uity

ATTENTION: DOCKET MANAGEMENT AND ADMINISTRATIVE SERVICES
DIVISION

Report on the Commitment to Refrain from Discriminatory Behavior dated [+
Poriod Covered: fof o [+]

Mesdiemes’ Gentlemen:

We deliver this report pursuant 10 Section 2.2 of the Undertaking dated (the "Undertaking™)
executed by PAYMENTS NETWORK OF THE PHILIPPINES, INC., formerly BancMNet,
Incorporated, (the “Company™) in favor of the Philippine Competiion Commission (the
“Commission™). Unless otherwise defined herein capitalized terms will have the same meaning
ascribed to them in the Undertaking.

W confirm that as of the date hereol the Company has not discrminated against MNon-Shareholder
Participants in terms of quality of CS0 services in that it has not migrated such Non-Sharcholder
Participants to an nferior platform.

Further, we attach hereto the Tollowing documenis:

1. alist of Participants that opted to become Shareholders, attached hereto ag Schedule 1-1;
2. the TS0 Fees charged to each of the Sharcholder-Participants and Non-Sharcholder
Participants during the period covered by the report, attached hereto as Schedule 1-11;

3. alist of Parmicipants that subsequently withdrew their application to become a sharcholder
of the Merped Entity. topether with the draft agreement provided to such Participant by the
Merged Entity;

4, acerbilication issued by Payviment Svstem Manogement Body (“PSMB™7) attached hereto as
Schedule 2

sincerely,

PAYMENTS NETWORK OF THE PHILIPPINES, INC,

By: -
[*] :
[+]



SCHEDULE 1
(tor the Report on the Commitment to Refrain from Discriminatory Behavior)

PAYMENTS NETWORK OF THE PHILIPPINES, INC.

1. List of Participants that opted 1o become Shareholders

Mame of Participant

Participant of
InstaPayT (Y/N)

Participant ol
FESONet? (YIN)

Drate of
Becoming a
Shareholder

[Name of Participant] |

i CS0) Fees charged to Participants dunng the Penod Covered (in Philippine Pesos)

Mame of Participant CS0 Fees for CS0 Fees for Sharcholder?
Instalay FESONet (YiN)
[MName of Participant]
—— .._“_\1‘;

|



SCHEDULE 2
(to the Report on the Commitment to Refrain from Discriminatory Behavior)

[Date]

PHILIPPINE COMPETITION COMMISSION
25th Floor, Vertis North Corporate Center,
Morh Avenue, Quezon City

ATTENTHION: DOCKET MANAGEMENT AND ADMINISTRATIVE SERVICES
DIVISION

Report on the Commitment to Refrain from Discriminatory Behavior dated |+
Period Covered: [«] 1o [+]

Mesdames’ Gentlemen:

We deliver this report pursuant o Section 2.2 of the Undertaking dated {the “Undertaking™)
executed by PAYMENTS NETWORK OF THE PHILIPPINES, INC., formerly BancNer,
Incorporated, (the “Cempany™) m favor of the Philippine Competition Commission (the
“Commission™). Unless otherwise defined herein capitalized terms will have the same meaning
ascribed (o them in the Underaking,

W herchy confirm that as of the date hereof, nothing has come to our knowledgze that the Company
has diseriminated against Non-Sharcholder Participants in terms of quality of CS0 services in that
i has not migrated such Non-Sharcholder Participants to an inferior platform as of the date hereof,

Sincerely,

PSMB



ANNEX F

MERGER OF BANCNET, INCORPORATED AND PHILIPPINE CLEARING HOUSE
CORPORATION

[ D]

PHILIPPINE COMPETITIHON COMAMISSION
25th Floor, Yertis North Corporate Center,
Morth Avenue, Queron City

ATTENTHOMN: DOCKET MANAGEMENT AND ADMINISTRATIVE SERVICES
DIVISION

Report on the Commitment on Quality of CSO Services dated |+
Perind Covered: [*f 1o [v]

Mesdames! Gentlemen:

We deliver this report pursuant o Section 2.3 of the Undertaking dated (the “Undertaking™)
executed by PAYMENTS NETWORK OF THE PHILIPPINES, INC., lormerly BancMet,
Incorporated, {the "Company™) in fvor of the Plilipping Competiion Commission  (the
“Commission). Unless ofherwise defined herein capitalized fcoms will have the same meaning
ascribed to them in the Undertaking and the Monitoring Undertaking.

We hereby confirm that to the best of our knowledge after due and careful inguiry that:
. there has been no material breach of the [Service Level Apreement dated 20 Apeil 2008]/
[Service Level Agreement exccuted on [xx] (the “SLA);
2. the Merped Entity has performed its obhgations under the SLA a5 of the date hereof and

the Company satisfied the minmimum standards of the relevant ACH for information
security and business continuity standands.

Sincerely,
FsMB
Hy: -

[o] - - =3
{o]



ANNEX G

MERGER OF BANCNET, INCORPORATED AND PHILIPPINE CLEARING HOUSE
CORPORATION

[ Dt |

PHILIPPINE COMPETTTHON COMMISSION
25th Floor, Vertis North Corporate Center,
MNorth Avenue, Quezon City

ATTENTION: DOCKET MANAGEMENT AND ADMINISTRATIVE SERVICES
DIVISION

Report on the Commitment on Quality of CSO Services dated |+
Period Covered, [+ 1o [=f

Mesdames’ Gentlemen:

We deliver this report pursuant o Section 2.3 of the Undertaking dated (the “Undertaking”)
executed by PAYMENTS NETWORK OF THE PHILIPPINES, INC., formerly BancMNet,
Incorpomted, (the “Cempany™) in favor of the Philipping Competiion Commission (the
“Commission”), Unless otherwise defined herein capitalized terms will have the same meaning
ascribed 1o them in the Undertaking.

On behalf of the Company, we hereby certify that, as of the date hereol:

. There have been no changes to the clearing cycles of PESONet;

2. The Company has not consolidated InstaPay and PESONet into a single payment network,
such that either InstaPay or PESONet has ceased to exist; and

3. The Company has maintained a Monthly Service Availability Rate of ot leoast

[CONFIDENTIAL Y.

Based on the report furnished to us by the Company, we contirm that the Company has mamtained
a Monthly Service Availability Rate of at least [CONFIDENTIAL %,

We attach hercto as Schedule 1 and Schedule 2 dats on the respective Monthly Servace Avarlability
Rate of Insialay and PESONet

Sincercly,
PAYMENTS NETWORK OF THE PHILIPPINES, INC. 3

By

[+



SCHEDULE 1
{To the Report on the Commitment on Monthly Service Availability dated |#])

PAYMENTS NETWORK OF THE PHILIPPINES, INC,

The Monthly Service Availability Rate, pursuant to Section 2.3.5, shall be calculated as follows:

Actual Uptime + MSRA Exclusions

MoAR Total Expected Uptime
MESAR of InstaPav
Month | Total Actual MSAR Explanation Explanation | Monthly
Expected @ Uptime | Exclusions | of MSAR of Service
Lptime Exclusions | wnscheduled | Availability
downtime Rate
(e not
' caused by
MSAR
l Exclusions)




The Monthly Service Availability Rate, pursuant to Section 2.3.5, shall be calculated as follows:

SCHEDULE 2
{To the Report on the Commitment on Monthly Service Availability dated [+])

PAYMENTS NETWORK OF THE PHILIPPINES, INC.

Actual Uptime + MSRA Exclusions

Ml = Total Expected Uptime
MSAR of PESONet
Month | Total Actual MSAR Explanation = Explanation | Monthly
Expected | Uptime | Exclusions | of MSAR of Service
Uiptime Exclusions | unscheduled | Availability
downtime Rate
(e, mat
caused by
MSAR
Exclusions)
3 -

R



NEX H

MERGER OF BANCNET, INCORPORATED AND PHILIPPINE CLEARING HOUSE
CORPORATION

Report on the Commitment on Continued Innovation dated ||
Period Covered: [+] 1o [+]

AL The PESOMet Use Cases refer to:

Tareet Soft
I
M, Lge Case Launeh’ Description
CONFIDENTIAL
B. The InstaPay Use Cases refer to:
Target Soft T
‘ Mo, ‘ Use Case } ¥ il Description

CONFIDENTIAL

P Target Soft Launch™ pertains to the tentative date of launch of the proposed feature, which b5 subject 1o
the relevant regulatory approvals and agreement with the relevant ACH Participants.



