
PHILWEB CORPORATION

MANUAL ON CORPORAT'E GOVERNANCE

Thre Board of Directors and Management of PHILWEB CORPORATION (the
"Company") hereb'1 commit thernselves to the principles and best practices contained in
this Revisecl Manual on Corporate Goverinance ("Manual"), and acknowledge that the
same may Euide tl 're attainment of the Conrpany's corporate goals.

1.  OBJECTIVE

This Manual shall institutionalizr: the principles of good corporate governance in the
entire organi;zation of the Cornpany

The Board crf Direrctors and Mianagement, emp,leyees and stakeholders, believe fl^rat
corporate g()vernance is a nec€)ssary cornponent of what constitutes sound strateg;ic
business mianagernent and will therefore undertake every effort necessary to crearte
a\ /areness lvithin the organizaticln as soon as porssible.

Corporate Governance is the frameworl< of rules, systems and processes in flre
corporation that governs the performance r:f the Board of Directors and Management of
the;ir respective duties and responsibil i t ies to stoc;kholders and other stakeholders which
inc;lude, ?rTtrcl ' lg others, customerrs, employees, suppliers, f inanciers, government and
community in which it operates.

2. COMPLIT\NCE SYSTEM

2. 1 . Compliance Officer.

2.1.1. To ensure adhererrr;e to corporate principles and best practices, the Board
shall appoint a Corrrpliance Officer who shall hold the position of a Senior
Vice President and is not a rnember of the Board and is not the Corporate
Secrertary. The Compliance Officer shall have direct reporting
responsibil i t ies to thre Chairman of f lre Board.

2.1,2.  He shal l  perform the fol lowing dut ies:

a. Ensure proper onboarding of rrew directors (i.e. orientation on tne
company's business, charrter, articles of incorporation and by-laws,
among others);

b. Monitors, revier,vs, evaluates and ensures the compliance by the



corporation, its officers and direr:tors with the relevant laws, this Code,
rules and regulations and all governance issuances of regulatory
agencies;

Relports the rnatter to the Board if violations are found and
recommends ther imposition of appropriate disciplinary action;

Ensures the integrity and accuracy of all documentary submission to
regulators;

Appears before the securit ies and Exchange commission (sEC) whern
summoned in rerlation to compliance with this Code;

collaborates with other drepartnrents to properly address <;omplianc;e
issues, which may be subjr:ct to nvestigation;

lderntif ies possible areas o,f compliance issues and works towards the
res;olution of the same:

lr. Ensures the attelndance of Boarcl members and
trainings; and

key officers to relevant

i .  Periorms such clther duties; and lesponsibil i t ies as may be provided by
the SEC.

2'1'3. 
-fhe 

appointment o1'the complliance officer shall be immediately disclosed
to the Commission on SEC Form 17-C. All correspondence relative to his
functi.ns as such shall be addressecl to said officer.

',2.2. Plan of Conr pl iance

Compliance with thel principles of good corporate governance shall starl
with the Board of Directors.

c.

d .

A

f.

IJ

It shall be the Boarcl's respons;ibil i ty to foster the long-term suc;cess of thr:
Comperny and se(lure its r;ustairred competit iveness in er manner
consistent with its f iduciary responsib,i l i ty, which it shall exercise rn the best
interest of the Contpany, its shareholders and other stakeholders. The
Eioard shall conduct itself urith ul:most honesty and integrity in the
rcischarge of its duties, functions and responsibil i t ies.

2.2.11.1.  Composi t ion of  the Board

The Board shrall be composerd of fifteen (15) members, who are:



elected bry tl^re stockholders entitled to vote at the annual meeting
and shall hold office for ont-' year and until their successors aTe
elected iand qualified in accordance with the By-Laws of the

corporation. This incfudes tfre three (3), or such other number ats

may be required by law, indellendent directors'

The membership of the Boa|d may be a combinertion of executiv'e

and non_e*.,,rr,,uu- direrctors (which include independent directorrs)

in ,order that no Jir".t,r, or s;mall group of directclrs c€lt'l dominalte

the decision-making Process'

The non-executive direrctors r;hould poss-ess such qualifications and

s ta tu te tha twou ld -enab |e themtoe f fec t i ve l ypa r t i c ipa te in the
del iberat ions,of theBoarc l . - thenon-execut ivedi rectorsshal lha ' ' re
separate, pexiodic ir;;ti;dt with the external auditor arrd heads of

t h e i n t e r n a l a u d i t , c o m p l i a n c e a n d r i s k f u n c t i ' o n s ' w i t h o u t a n y
executive <Jirectors prresent to ensure that prrcper checks and

balances are in place'witfrin the corporation'

2.i2.t.2. MultiPle Board Seats;

TheBoardmaycons ide r th . :adop t iono f .gu ide l i r l eson thenum|ce r
of direcl.orships that il,s nrlrnbers'can hold in other stock and non-

stock .,",i"'i"tiott' The optimum number shoultl take into

consideraticrn the capracitf of J oirector to dilige':ntly and efficierntly

perform his; duties and resprlnsibilit ies'

TheChief l :xecut iveof f icer ( . .cEo, ' )and,otherexecut ivedi rectors
may ue co\Lreo oy a tower indicative limit for membership in other

boards .As im i |a r | i n r i t n ray "pp ty to independen to rnon-execu t i ve
directors vuho, at the sami: time' serve as full-time executives in

o the rco rpo ra t i ons . l nan \ / case - , the .capac i t yo f thed i rec to r r ; t o
d i l igent |yerrndef f ic ient lyper formthei rdut iesanrJresponsib i | i t ies to
the Ooaids;the serve shoul<l not be compromisecl'

i2.2.1.3. The Ghain and Chief Executive Officer

T h e r o l e s o f C h a i r i a n d C E o s h o u l d , a s m u c h r a s p r a c t i c a b | e , b e
separate Lo foster an +plpriatu balance of power, increased

accountability and oetteiilpa.ity tor independr:nt decision-marking

by the goar'd. A c;lear Juiin""iion of functions should be ntade

between tlre chair and the cEo upon their election'

lf the positions of Cl.rair and CEo are unified, the proper checks; and

ba|anc;es shou|d be |aid .lown to ensure that the Board getr; the



benefit of independent views and perspectives.

The duties and responsibil i t ir:s of the Chair in relation to the Board
may include, among others,  the fo l lowing:

a. Makes certain that meleting agenda focuses on strate5;ic
matters, including the orrerall r isk appetite of the corporation,
considering the derveloprnents in the business and regulatory
environnrents, key governance concerns, and contentious
issues thiat wil l significantly affect operations;

b. Guarantr:,es that thre Boerrd receives accurate, t imely, relevant,
insightful concise, and r;lear information to enable it to make
sound decis ions:

c. Facil itate,s discusrsions on key issues by fostering ;an
envirr:nnrent conducive for constructive debate constructive
debate and leveraging on the skil ls and expertise <lf individual
direcl,ors.

d. Ensures that the Etoard ,sufficiently challenges and inquires ,cn
reports s;ubmitted and reprresentations made [r,r Management;

e. Assunes the availability of proper orientation for first-tinne
direclors and continuing training opportunities lbr all directors;

f. Makes sure that performance of the Board is evaluated at leerst
once a year and dis;cussed/followed up on;

g. Ensure that the meetings of the Board are held in accordance
with the Ely-Laws or as the Chair may deem necessary.

h. Supervise the preparatir>n of the agenda of the meeting in
coordination with the Corporate Secretary, taking inrto
considerettion the sruggeslions of the CEO, Management and tlre
directors; and

i. Maintain qualitativra and timely lines of communication and
infornration between the l]oard and Managemernt.

The CECt has the follolving roles and responsibilit ies, among others:

a. Determines the corporation's strategic direction and formulatr:s
and implenrents its sllrategic plan on the direction of the businesrs;

b. Communicates and implernents the corporat ion's vision, mission,
values and overall strategy' and promotes an)/ organization or



stakeholder change in relatiorr to the same;

c. Oversees the operations of the corporation and manages human
and financiall resources in acr;ordance with the strategic plan;

d. Has a good working knowledge of the corporation's industry and
market and keeps up{o-date with its core business purpose;

e. Directs, erraluates and guides the work of the key officers of the
corporation;

f. Manages lthe corporation':s resources prudently and ensures a
proper balarrr:e of the same,

g Provi<jes the Board wil,h timely information and interfaces
between the Board and the employees;

h. Builds ther corporate culture and motivates the employees of the
corporatirrn; and

i. Serves; as; the l ink betw,:en internal operations and externral
stakeholclers;.

2.2.1.4.  General  Responsibi l i ty

The Board should act on a l 'ul ly informed basis, in good faith, with
due dil igence and care. lt is the Board's responsibil i ty to foster the
long-ternr success of the corporation, and to sustain its
competit iveness and profitabil ity in a manner consistent with i its
corporate objectives and ther best interests of its stockholders and
other stakel'rrclders.

The Board should formulate the corporation's vision, mission,
strategic ob,jectives, p,olicies; and procedures thiat shall guide its
activit ies, inc;luding ther means to effectively monitor Management's
performance as well as monitor their implementation, in order to
sustain tlre corporation's lonl;-term viabil ity and strength.

2.2.1.5 Specific Duties and Functions of the Board

To ensure ia high standard of best practice for the Company, its
stockholders and other stakelholders, the Board shall conduct itsr:lf
with honestl l and intr=grity in the performance of the following
functions;:

a. lmplement a process for the selection of directors who can add



b .

c.

f.

g .

d .

e .

value and contributr: independent judgment to the formulation ,cf
souncl conporate strategies and policies. Approve the selection
and asserssment of cornpetent, professional, honest and highl'y-
motiviated managernent officers. Adopt an effective succession
planning program for dire:tors, key officers and management to
ensure groMh and a continued increase in the shareholder's
value;

Establisl-r an effedive performance management framework
that wil l ensure that t l 're Management, including the Chi,ef
Executir,'r: Officer, and personnel's performanrce is at par with
the stanclards set by the Board and Senior Management.

Provide sound sltrategic policies and guidelines to tl 're
corporation on major caprital expenditures. Establish progranrs
that can s;ustain its long-tr:rm viabil ity and strength. Periodically
evaluiete and monitor the, implementation of such policies arrd
strategies, including; the Lrusiness plans, operaLting budgets arrd
Managernent's overall peformance.

Ensure tl l 're corporaLtion's faithful compliance vrrith all applicable
laws, regulations arrd best business practices.

Establish and mairrtain an investor relations program that wil l
keep the stockholders informed of important developments in
the Comp'any. lf feersible, the Company's CEO or chief f inancial
officer shall exercise over:;ight responsibil i ty over this program;

ldentil iy t lnre Company's slakeholders in the community in which
it opc'rates or are direrlly affected by its operations, and
formulater a clear polic'1 of accurate, timely and effectir,re
comrnuni<;ation with them

Adopt a system of che:ks and balances urithin the Boar,C.
Oversiee that an appropriate internal control system is in plac,a,
including sett ing up a mechanism for monitor ing and managirrg
potential confl icts of interest of Management, board members,
and sharelholders. l\ regular review of the effer;tiveness of such
systern should be conducted to ensure integrity of the decisiorr-
making and reporting pror:esses at all t imes. T'here should be a
continuing; review clf the Company's internal control system in
order to rnaintain its adeqLlacy and effectivenes;s;

ldenti lfy key risks areas arrd performance indicators and monitor
these far:tors with due dil igence to enable the corporation 1lo
anticipab and prepare fol possible threats to i l ls operations arrd
financ;ial I ' iabil i ty;

h .



2.2.1.6.

i .  Formulater and implement policies and procerlures that would
ensure the integrity and transparency of related party
transactions between anc among the company and its joirrt
ventu res, subsid iaries, asriociates, affi l iates, major stockholderrs,
officers and directors, irrcluding their spouses, children and
dependerrt siblings and parents, and of intelrlocking director
relationships by members of the Board;

j constitutr:r an Audit cornmittee and such other committees it
deems ne,cessary to assir;t the Board in the performance of its
duties ancl responsibil i t ies

k. Establish and mainl,ain arr alternative dispute resolution systern
that can amicably settle confricts or differences between the
company' and its stockho ders, and between the company and
third parties, including regulatory authorit ies; and

l. Meet at r;uch times or frequency as may be needed. The
minuters o1[such meetinEs shourd be duly recorcled. lndependent
views during Board meetings should be encouraged and given
due consideration.

m. Keep llhe iactivit ies and decision of the Board within its authority
under the Articles of Incorlloration, By-laws and in existing laws;,
rules and regulations.

n. Appoint a compliance officer who shail have the rank of at leas;t
senior vicer presidenlt.

Duties and Responsibil i t ies of a Director

A director''s ollfice is one of tn.rst and confidence. l\ director shouki
act in the bes't interest o,f the corporation in a manner characterized
by transp€rr€r'rcv, accountabil ity and fairness. He should also
exercise leadership, prudence and integrity in directing the
Company towards sustained progress.

A director shall have the following duties and resporrsibil i t ies:

a- To condur;t fair business transactions with the oompany and to
ensure thilt personal interest does not bias Boiard decisions or
conflicl wil lh the interests r:l ' the Company;

The basic principle to be observed is that a dirrector should not
use hir; position to prpefi l or gain some benefit or advantage for
himself arrd/or his related interests. He shall avoid situit ions;
that may c;ompromise his impartiarity. rf an actual ol" potential



b .

conflir;t o1f interest may arise on the part of a directclr, he shall
fully ernd immediately disclose it and shall not participate in thre
decisron-making process. A director who has a continuinrg
material rconfl ict of interest shall seriously consider resigninrg
from his prosition.

A confliclt of interest shall be considered material if the director's
personal or business interest is antagonistir: to that of the
corporation or stands to acquire or gain finanr:ial advantage at
the expense of the Cornpany.

To de,votel t ime and attention necessary to properly discharge
duties ancl responsibil i t ies;

A director should devote sufficient t ime to fermiliarize himserlf
with the Company's business. He should be constantly aware of
and k;nowledgeable with the Company's operations to enable
him to meaningful ly 'contr ibute to the Board's work.  He should
attencl ernd actively prarticipate in Board and committee
meetings, review nreetirrg materials and, if called for, ask
questrons or seek explanat ion.

To ac1jucl ic iously;

Before deciding on any matter brought before the Board, a
directrrr s;lhould carelfully elvaluate the issues and, if necessal/,
make inquiries and request clarif ication.

To exercis;e independent judgment;

A director should view each problem or situation objectivery. rf a
disagreernent with other directors arises, he shoukl carefuily
evaluate and explatn l 'r is position. He should not be afraid to
take an r-rnpopular position. Corollari ly, he should support plans
and ideas that he thinks are beneficial to the Compan,y.

To have a working knowledge of the statutony and regulatory
requiremelnts affecting ther Company, including the contents of
its Articles; of Incorporation and By-Laws, the requirements of
the Crrmrnission, and whrere applicable, the requirements of
other regulatory agenciels, such as the Phil ippine Stock
Exchanger (PSE).

A director should also keep abreast with industry development,s
and business trends in order to promote the Company's
competit irreness.

c.

d .

e.



f" To observe confidentiality;

A directr:,r should keep rsecure and confidential all non-publl ic
information he may acquire or learn by reason of his position as
director. He should not reveal confidentiial information to
unauthonized persons without the authority of the Board.

2.2.1.4 Internal  Conrtrol  Responsibi l i t ies

The control environmernt of the Conrpany consists of (a) the Board which
en$ures that the Company is properly and effectivel,y managed and
suprervised; (b) the l\4anagement thial actively manages and operates the
Corporation in a sound and prudent manner; (c) the organizational and
procedural controlsi sugcported by effelc;tive management information and ri:ik
management reporting; systems; and (d) an independent audit mechanism to
monitor the adequacy' and effectiveness of the Company's governance,
operations and infrrrmiation systems, including the reliabil i ty and integrity of
finerncial and operational information the effectiveness iand efficiency of
opelrations, the safeguarding of assets, and compliance with laws, rules and
regulations, and contracts.

i. The minimum internal control rnr-.chanisms for the performance of the
Board's oversig lrt rr3rsponsibi l i ty may include:

Definition o1' thr.' duties and responsibilit ies of the President and/or
Chief Executir,rr: Officer who is ultimately respronsible for the
Com pany's rlrgarn izational anrJ operational controls;

Selection of the person whcl possesses the ability, integrity and
expertise esserrll ial for the positircn of President and/or Chief Executive
Officer:

c. Evaluation of proposed senior management appointments;

d. Selection and iarppointment of qualif ied and compelent management
officers; and

e. Review of the Company's hurnan resource policies, r:onfl ict of interest
situations, c:iompensation program for employees, and management
succession trl lan.

i i. Formulation, implernentation and enhancement of sysltems rrrf effective
organizational and operational controls depending on the following factors:
nature and complexity of the business and the business; culture; volume,
size and complexill/ of transactions;; degree of risks involved,; degree of

a .

b .



centralization and delegation of authority; extent and effectiveness of
information technology; and extent of regulatory compliance.

ii i . Establishment of an internal audit system that can reasonably assure the
Board, Managemelnt and stockholders that the Company's kely
organizational and operational corrtrols are faithfully cornplierJ with. The
Board shall appoint an Internal Auditor to perform the audit function, and
may require hirn tr: report to a lelvel in the organization that allows the
internal audit ar:t ivi ly to fulf i l l  i ts nrandate. The Internal Auditor shall be
guided by the International Standards of Professional Pnactice of Internal
Audi t ing.

2.2.1.5 IndependentDirectors

The Company shall, to the extent required by law or regulation, have threle
(3) independent directors or at least one{hird of its Board size, whichever
is higher, provi<jed, that the number of independent dirr-.ctors shall in no
case be less than three (3).

An independerrt clirector is a person who, apart from his fees and
shareholdings, is inrCependent of Management and free from any business
or other relationship which could, or could reasonably be perceived to,
materially interfere with his exercise of independent judl3ment in carrying
out his responsibil i t ies as a director in the Corporation.

The independent director is subjerc;t to the same general responsibil i t ies
and specific duties and responsil l i l i t ies of a director as; set forth in thris
Manual. Whik: an independent director should always attend Board
meetings, his absence shall not afl iect the quorum requirerment.

An Independenll Director refers to;a person who:

a. ls not, or has not been a senior officer or employee of the
Compan'y unless there hias been a change in the controll ing
ownership of the Company;

b. ls not, ernd has not lbeen in the three years immediaterly
preceding tfre election, a director of the Company; a director,
officer, emprleyss of the Company's subsidiarries, associate,s,
affi l iates or related companies; or a director, officer, employee of
the Compan\/'s substantial shareholders and its related c;ompanies;

c. Has not been appointed in the Company, its subsidiarie,s,
associatri-.s, :rff i l iates or related companies as Chairman "Emeritus,"
"Ex-Officio" Directors/Officerrs or Members of any Advis;ory Board,
or othenwise appointed in er capacity to assist the Board in the
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performance of its duties and responsibil i t ies within three years
immedialely preceding his erlection;

d. ls not an crwner of more than two percent (2o/o) of the outstanding
shares of the Company, i ls subsidiaries, associates, affi l iates or
related comp,anies;

e. ls not a rerlative of a direc;tor, officer, or substantial shareholder of
the Conrpany or any of its related companies or of any of its
substantial shareholders. For this purpose, relatives include
spouse, parernt, child, brother, sister and the spouse of such child,
brother o,r sisiter;

f. ls not actinrg as a nominee or representative of any director of the
covered connpany or any of its related companies;

g. ls not a securit ies broker-dealer of l isted companies and
registered is;:suers of securities? "Securities broker-dealer" refers to
any person holding any office of trust and responsibil i ty in a broker-
dealer frirm, which includes, among others, a director, officer,
principal stockholder, norninee of the firm to the PSE, an
associated person or salesman, and an authol"ized clerk of t lre
broker or de'ieler;

h. ls not reterined, either in hris personal capacity or through a firrn,
as a professional adviser, auditor, consultant, aglent or counsel of
the Cornperny, any of its related companies or substantial
shareholder, or is othenruise independent of Maniagement and frr- 'e
from any brusiness or otl 'rer relationship within the three yearrs
immediately'preceding the rlate of his election;

i. Does not elngage or has not engaged, whether by himself or with
other persons or through a firm of which he is a partner, director or
substantial shareholder, in any transaction with the Company or
any of itr; related companies or substantial shareholders, other thian
such transactions that are roonducted at arm's length and could rrot
materially inrterfere with or influence the exercise of his independernt
judgment;

j ls nolt affi l iated with anry non-profit organizalion that receives
significarrt funding from the Company or any of its relat,ed
companies crr substantial shareholders; and

k. ls not ennployed as an executive officer of another company
where arry of the Company's executives serve as directors. Related
companies, as used in this section, refer to (a) the covered entitt i 'S
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2.2.1.6

holding/parent company; (b) its subsidiaries; and ('c) subsidiaries of
its holding/parent company.

Board Meetings and Quorum Requirement

The members of t l"re Board should attend and actively participate in its
regular and special meetings of the Board, Committees, iand Shareholders
in person or throulgh teleconferencing conducted in acc;ordance with the
rules and regulertions of the SEC, except when justif iable causes, such as,
i l lness, death in ther immediate family and serious accidents, prevent them
from doing so. In Board and Conrmittee meetings, thre director should
review meeting materials and if called for, ask the necessary questions or
seek clarif icatiorrs and explanations

Independent directrcrs should always attend Board meetings. Unle:ss
othenryise provided in the by-laws, their absence shall not affect the
quorum requirement. However, the Board may, to prontote transparenr:y
require the presenc,e of at least one independent direct in all i ts meetings.

To monitor the rl ire<;tors'complianc;e with the attendance requirements, t lre
Company wil l subrrrit to the Comrnission, on or before .,fanuary 30 of the
following year, a sworn certification about the direrctors' record of
attendance in Eloar<j meetings. The certif ication may be submitted through
SEC Form 17-C)t or rin a separate fi l ing.

2.2.1.7 Remuneration of Directors and Officers

The levels of rermuneration of the Company should be sufficient to be able
to attract and rr:tairr the services of qualified and competent directors and
officers. A portion of the remuneration of executive directclrs may be
structured or be, based on corporate and individual performancel.

The Company wil l establish formal and transparent pnocedures for the
development of a policy on dinector and executive remuneration or
determination <lf remuneration levels for individual directors i ' lnd officerrs
depending on the particular needs of the Companll and based rf,n
performance. No director should participate in deciding on his
remuneration.

The Company'si anrnual reports and information and proxy statements shall
include a clear, concise and understandable disclosurr-. of all f ixed and
variable compens;eltion that may be paid, directly or indirelctly, to its
directors and top ficrur (4) managernent officers during the preceding fiscal
year.
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'To prcltect the frlnds; of the Compan'y, the Commission may, in exceptional
cases, e.g. whr:n the Company is under receivership or rehabilitation,
regulate the paymr:rnt of the compensation, allowances, fees and fringe
benefits to its dinectors and officers.

2.2.2. Board Gommittee,s

To aid in complyinr; with the princlples of good corporatel governance, the
Board shall constitute the following Committees to assist it in good
corporate governance. All establrshed committees shall be required to
have Committer: Charters stating in plain terms their respective purposes,
memberships, structures, operations, reporting processes, resources and
other relevant information. The Charters shall provide the standards for
evaluating the performance of the Committees. lt shall also be fullly
disclosed on tht: Compaov's website.

2.2.2.1 Corporate Governance Committee

The Board s;lhall establish a Corporate Governance Contmittee that
shall be ta:sked to assist the Board in the pelrformance of its
corporatr:l grrrvernance responsibil i t ies, including the functions that
were forme,rly assigned to the Nomination and Remuneration
Committees. lt shall be composed of at least threel (3) members, iall
of whorr shriall be independent directors, including the Chairman.
One of the functions of this committee is to review and evaluate the
qualif icall ions; of all persons nominated to the Board and other
appointnrents that require Board approval, an,C to i:rssess the
effectiveness; of the Board's processes and procedures in the
election or rraplacement of directors.

It shall pTe-soreen and shortl ist all candidates nominated to beconre
a member of the Board of Directors in accordance with the
fol lowi ng q u erl if ications and d isq ual if ications:

Qualif icaLtions for membership to the Board of Directors.

a. Holder of at least one ('1) share of stock of the Company;

b. He s;;hall have at least a college education or equivalent
acadri. 'mic; degree;

c. Praclical understanding of the business of the t3omperny;

d. He shall l le at least twenty one (21) years old;

e. Memloership in good standing in relevant industry, lrusiness or
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profe{isio nal organizations; and

f. Previous business experience.

Additional Qualif ication for Independent Directors

He shall, aperrt from his fees and shareholdings, bre independent of
Managernenrt and free from any business or other relationship
which r:ould, or could reasonably be perceived to, materially
interfere witlt this exercise o{' independent judgmernt in carrying out
his responsibil i t ies as a director of the Company. The Board's
indepencilent directors shall serve for a maximumr cumulative term
of nine years. After which, the independent rl irector shall be
perpetually lbrarred from reelection as such in ther samel company,
but may continue to qualify for nomination and election as a non-
indepencllent director. In the instance that the Company wants to
retain an independent director who has served fclr nine years, the
Board shall provide meritorious justif icatio,n/s and seek
shareho|Jers' approval during the annual shareholders' meeting.

Grounds for Permanent Disqualif ication from Mr-=mbership in the
Board of Direrctors:

Any p:rerson convicted by finaljudgment or order by a competent
judiciial oT competent administrative body of any crime that (a)
involv'es the purchase or sale of securit ies, as defined in the
Securit ies Regulation Code; (b) arises out of the person's
conduct as an underwriter, broker, dealer, investmelnt adviselr,
principal, distributor, mutual fund dealer, futures commission
merclirant, commodity trading advisor or f lorcr broker; or (c)
arises; out of his fiduciary relationship with a bank, rquasi-bank,
trust connrpany, investment house or as an alTil iatecl person of
?nt crf thelm;

Any ;rerson who, by reason of misconduct, after hearing, is
permiane,ntly enjoined by a final judgment or order of the
Comrnisr;ion or any court or administrative body of competent
jurisdiction from. (a) acting as undenruriter brok,er, dealerr,
investmernt adviser, principal, distributor, mutual fund dealerr,
futurers r:ommission merchant, commodity trading advisor or
floor broker; or (b)acting as director or officer of a bank, qua:;i-
bank trust company, investment house or inverstment company;
(c)  engaging in or cont inuing any conduct or pract ice in any of
the capar:it ies mentioned in sub-paragraph a and b above, or
wil lfully 'uiolating the laws that govern securit ies and banking
activil l ies.

i i
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The disqualif ication shall also apply if such person is currenfly
the subjr:ct of an order of the commission or any court or
admirristri l t ive body denying, revoking or suspending any
registnatir:n, l icense or permit issued to him under i l 're
corporation code, securit ies Regulation code or any other law
adminisbred by the Commission or the Bangko Sentral ng
Pi l ip inas I (BSP),  or  under any rule or regulat ion issued by thre
comnriss;ion or the BSP or has othenruise breen retrained to
engage irr any activity involving securit ies and banking; or suc;h
person is; currently the subject of an effectiver order of a self-
regulertory' organization suspending or expell ing him from
members;lrip, participation or association with a rnember or
participant of the organization.

i i i . Any pefS,crrl convicted by finaljudgment or order by a competent
judicierl or competent administrative body of an offense involving
moral lh.rrpitude, fraud, embezzlement, theft, estaf:1,
counterfeit ing, misappropriation, forgery, bribery, false
affirmiation, perjury or other fraudulent acts;

iv. Any person who has been adjudged by final judgment or order
of the cornmission, or a court or competent administrative body
to harre lt ' i l l fully violated, or wil lfully aided, abetted, counsele<i,
induced or procured the violation of, any provision of the
corporation code, the securit ies Regulation code, or any otherr
law admilristered by the Commission or BSip, or any rule,
regulartion or order of the Commission or the BS;p;

v. Any person earlier elected as independent director who
beconres an officer, employee or consultant of the same
corporation;

vi. Any prsrson judicially declared to be insolvent;

vii. Any pr3rso,n finally found guilty by a foreign court or equivalerrt
f inancial regulatory authority of acts, violations or nrisconduc;t
similar to any of the acts, violations or misconrluct l isted in th,e
foregoing paragraphs;

vii i .convir:t ion by final judgment of an offense punishable by
imprisonnrent for a period exceeding six (6) years, or a violation
of the corporation code, committed within five (5) yeerrs prior to
the date olf his election or appointment; and

ix. Other igrounds as the SEC may provide.
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Grounds for Temporary Disqualif ication from Membership in tl 're
Board of Din:rctors:

i i .

Any of the following shall be a ground for the temporary
disqualif iciation of a director:

Refus;al to comply with the disclosure requirements of t l-re
Securit ies; Regulation Code and its lmplemernting Rules arrd
Regulations" This disqualif ication shall be in effect as long as his
refusill prersists;

Absence in more than fifty percent (50%) of erl l meetings, both
reguli, lr and special, of the Board of Directors during his/hr:r
incumbency, or any twelve (12) month period during said
incumbency, unless the absence is due to i l lness, death in tl"re
immediale family or serious accident. Thir; disqualif ication
applies for purposes of the succeeding election;

Dismissarl/termination for cause as in another corporation
coV€red by the Code of Corporate Governance. This
disquialif ic;ation shall be in effect unti l he has clearecl himself of
any involrrement in the cause that gave rise to his dismissal rtr
terminatirc)n;

lf the berreficial equity ownership of an independent director in
the corpcrration or its subsidiaries and affi l iates er:ceeds turo
pofcoht (12%) of its subscribed capital stock. The disctrualif ication
shall be l ifted if the l imit is later complied with; ernd

Convictiorr that has not yet become final referred to in the
grourrds for the disqualif ication of directors.

A temp<lrari ly disqualif ied director shall, within sixty (6ll)
businress days from such disqualif ication, takt-' the appropriate
action to remedy or correct the disqualif ication. lf he fails rcr
refuses lcr do so for unjustif ied reasons, the disqualif ir:ation shall
becorne prermanent.

In consultation with the executive or management conrmittee/s,
re-define the role, duties and responsibil i t ies of the Chief
Executivr: Officer by integrating the dynamic requirements of t l 're
businress as a going concern and future expansionary prospects
withirr the realm of good corporate governance at all t imes.

The Corporate Governance Committee shall consider tl 're
following guidelines in the determination of' the number ,of

V .
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direcl,orsl 'r ips for the Board:

a. The nature of the business of the Company which he is a
director;

b. Age of the director;
c. Number of directorships/active merrnberships and

oflf icerships in other companies or organizations; and
d. Possible conflict of interest.

The optimum number shall be related to the capacity of a director
to perform l-ris duties dil igently in general.

2.',2.2.1.3The Chief E:xecutive Officer and other executive directors shall
submit lt,hernselves to a low indicative l imit on membership in other
Corporate lEloards. The same low limit shall apply to independent,
non-ex€:rcutive directors who serve as full-t ime e;<ecutives in othrer
Companies; In any case, the capacity of directors to serve with
di l igence shal l  not  be compromised.

2.2.2.2 Gene,ral  Funct ion

In additir:n tro the above, the committee shall hiave the following
duties and functions, among others:

a. Oversees; the implementation of the corporate governanoe
frame,work and periodically reviews the said framework to
ensurc that it remains appropriate in l ight of material changes to
the cr:rporation's size, complexity and business; strate,:gy, as well
as its business and regulatory environments;

b. Overs;ees the periodic performance evaluation of the Board and
its cormmrittees as well as executive management, and conducts
an anrnual self-evaluation of its performance;

c. Ensunes that the results of the Board evaluation erre shared,
discussecl, and that concrete action plans are developed and
implemented to address the identif ied areas for improvement;

d. Recommends continuing education/training pro{Jrams f,cr
directors, assignment of tasks/projects to board committees,
SuCC€lSSi,crn plan for the board members and senior officers, and
remuneration packages for corporate and individual
perfonmance;

e. Adopts c;orporate governance policies and ensures that thes;e
are revi,ewed and updated regularly, ernd consistently
implemented in form and substance;
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g

Propclses; and plans relevant trainings for the members of il-re
Boarcll;

Determines the nomination and erection process for thre
compiany's directors anrj has the special dut'y of defining thre
general profile of board members that the cornpany may neerd
and ens;uring appropriate knowledge, competencies and
experltise that complement the existing skills of the Board; and

h. Establishes a formal and transparent procedure to develop a
policy for determining the remuneration of direr:tors and officers
that is; co,r"rsistent with the corporation's culturer and s;trategy as
well as thr.'business envlronment in which it operates.

i. Establish a formal and transparent procedure for developing a
policy on executive remuneration and for fixing the rernuneratlon
packages; of company officers and directors, and provide
oversight over remuneration of senior management and otherr
key pclrsonnel ensuring that compensation is consistent with the
Compiany's culture, strategy and control environrment.

j Designate amount of remuneration, which shall be in a sufficient
level trr alttract and retain directors and officers who are needed
to run the Company successfully.

k. Establirsh er formal and transparent procedure for de,,ueloping ;a
policy on erxecutive remuneration and for fixing lhe renruneration
packal;es of individual directors, if any, and officers.

l. Develop ar form on Full Elusiness Interest Disclosure as part crf
the pre-ermployment requirements for ail inr:oming officers,
which among others compel all officers to derclare under the
penaltrl crf perjury all their existing business intrerests or
sharef'roldings that may direcfly or indirecily conflir;t in their
perforrnanrce of duties once hired.

m. Disallow any director to decide his/her own remLrneration.

n. Provide, in the company's annual reports, infornration and proxy
statements a clear, concise and understandable disr:losure of
compensation of its executive officers for the previous businesr;
year and thre ensuing year.

o. Review (if rany) of the existing Human Resourcr:s Development
or Personn,el Handbook, to strengthen provisions on conflict of
interest salaries and benefits policies, promollion and career
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advanoement directives and compliance of pers;onnel concerneld
with all statutory requirements that must be preriodically met in
their rclsprlctive posts.

p. Or in the, absence of such Personnel Handbook, cause tl"re
develrrpnrent of such, covering the same parameters ,of
$oVe[fl ?r'lrce stated abovre.

2.2.2.3 Ar.rdit Committee

The Boarrd shall establish an Audit committee to enhance its
oversight caprabil ity over th<l company's financial reporting, internal
control syslh-.m, internal and external audit processes, and
cornpliance lvith applicable laws and regulations. The committere
shall be r:;onrposed of at least three (3) appropriat,ely qualif ied non-
executiver dirr:ctors, the majority of whom, including the chairman,
shall be indr:rpendent. All of the members of the comnrittee must
have relervant background, knowledge, skil ls, and/or experience in
the areas; of iaccounting, aurJit ing and finance. The chairman of the
Audit committee shall not be the chairman of the Board or of arry
other connmittees.

The Audil l Committee shall hrave the following functions:

a. Recornm,ernds the appnoval the lnternal Audit charter f l,A
chartr:lr), which formally defines the role of rnternar Audit and
the audit ;rlan as well as oversees the implemc'ntation of the r,A
Chartr:r:

Through the Internal l\udit (lA) Department, monitors and
evaluiltes; the adequacy and effectiveness of the corporation's
intern;irl r:ontrol system integrity of f inancial reporting, and
security of physical and information assets;. Well-designed
internii l l  c;ontrol procedures and processes th;at wil l provide a
systenn of checks and balances should be in place in order to
(a) siafeg;uard the conrpany's resources and ensure their
effective utilization, (b) prevent occurrence of fraud and otherr
irregullarit ir:s, (c) protect the accuracy and reliabil i ty of the
company'r; f inancial data, and (d) ensure roompliance with
appliciable laws and regulations;

Oversr:es the Internal Audit Department, and recommends th,e
appointmr:rnt and/or grounds for approval of an intelrnal audit
head or Chief Audit Executive (CAE). The l\udit Oommitte,e
shoulcjl als;o approve the terms and conditions; for outsourcinr3
interni,rl aud it services,

b .

c .
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f.

Estabrlishres and identif ies the reporting l iner of the Internal
Auditr:r 1o enable hirn to properry fulf i l l  his rJuties and
responsibil i t ies. For this purpose, he should din-.cfly report to tfre
Audit Corrrmittee;

Reviews and monitors Management's responsiveness to i l^re
I nternal l\ud itor's f ind ingrs and recommendations;

Prior to the commencement of the audit, dis;cusses with the
External l\uditor the nature, scope and expenses of the audjt,
and ensur-es the proper coordination if more than onei audit f inn
is inr,rolv,erd in the activity to Secure proper coverage and
minimrize rjuplication of efforts;

Evaluiates and determinres the non-audit work, if any, of the
Exterrral r\uditor, and periodicaily reviews the non-audit fees
paid trc the External Auclitor in relation to the total feres paid to
him arrd l.o the corporation's overail consultancy expenses. The
committeer should disallow any non-audit work that wil l confl i<;t
with his duties as an External Auditor or may pose a threat to
his independence. The non-audi t  work,  i f  a l lowed, should be
disclo*;ed in the corpclration's Annuar Report and Annual
Corpo rate Governance Rleport;

Revie',nrs and approves the Interim and Arr'r1'ru?l Financial
staterrrents before their s;ubmission to the Board, witf l particularr
focus rrn tlre following mertters:

. Any change/s in accounting policies and practices;
' lr,rears where a significant amount of judgment has been

exerroised
. Significant adjustments resulting from the audit
. Groinc; concern assumptions
. Comprliance with acc;ounting standards
. Comprliance with tax, legal and regulatory requirernents

Revievvs the disposition of the recommendations in the External
Aud ito r's n"tanagement lellter;

Perforrns clversight functions over the corporation's Internal ancl
External l\uditors. lt ensures the independencer of Internal ancl
Externial l\uditors, and that both auditors are given unrestrictecl
acces$i to all records, properties and personnel to enable thenr
to perf,rrrm their respectivs' audit functions;

h .

k. coordinatr:,s, monitors aLnd facilitates compliarnce with laws,

2(l



t.

rules ancl regulations;

Recornmc'nds to the Board the appointment, reappointmerrt,
remo'ral iarnd fees of the Eixternal Auditor, duly accredited by thre
sEC, who undertakes an independent audit of the corporation,
and provides an objecti 've assurance on the manner by which
the financ;ial statements should be prepared and presented tio
the stockholders; and

since thr: company do,es not have a Boarcl Risk oversight
comnrittelr: afld Related party Transactions committee, it sherll
perform the functions of said committees such as: (i) be
responsible for the oversight of the company'ri Enterprise Risk
Manalgenrent system to ensure its furnctionality and
effectivenrr:ss; and (ii) review all material related' party
transerctions of the Comprany.

Devel,lrp ,o formal enterrprise risk managemrent plan which
contains the following elements: (a) common language or
registclr r:rf r isks, (b) lvell-defined risk management goals;,
objectives; and oversight, (c) uniform processes of assessin,g
risks i 'rnd developing stri l tegies to manage priorit ized risks, (d[
designing and implemerrting risk management stratelgies, 

"n,l(e) continuing assessments to improve risk ,sirategies,,
proceslses; and measures;

oversr::e the implementalrion of the enterprise rirsk management
plan tl lrourr3h a Management Risk Oversight Com6i11ps. lt shall
condur:t r€lgular discussircns on the company's priorit ized an<J
residuial risk exposures based on regular ris;k management
reportsl and assesses how the concerned units or clffices are
addres;sing and managing these risks;

Evaluarte the risk management pran to ensure its continuecl
relevance comprehensiveness and effectiveness. lt sl.rall revisit
define<j ris;k managemenl strategies, looks f,cr emerging or
changing rnaterial exposures, and stays abrearst of rsignificant
develo;cments that seriously impact the l ikelihood o1' harm or
loss;

Advise the Board on its risk appetite levels and risk tolerancer
l imi ts;

r. Revier,v at least annually the company's risk appetite levels and

o.

p

q .
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r isk toleriance l imits basecl on changes and derrelopments in the
busin,ess, the regulatory framework, the external economic and
business environment, and when major events ocour that are
consirlerrad to have major impacts on the Complany;

Asst-':ss the probabil ity of each identif ied risk becoming a reality
and estirnates its possible significant f inancial impact and
likelihrood of occurrence. Priority areas of concern are those
risks that are the most l ikely to occur and to impact the
performarnce and stabil ity of the Company and its stakeholders;

Provirle oversight over fit/ lanagement's activi l l ies in managing
credit, rnarket, l iquidity, operational, legal and other ri:sk
exporsures of the corporiation. This function includers regularly
receivingl information on risk exposures and risk management
activil l ies from Management;

u. Repc,rt to the Board on a regular basis, or as deemed
nece{isary, the company's material risk expos;ures, the actions
takerr to reduce the risks, and recommends furtherr action or
plans;, a$ necessary;

Evaluaters on an ongoing basis existing relations between and
amc,ng businesses and oounterparties to ensLtre that all relatr:d
parties are continuously identif ied, Related Party 

'fransaction

(RPT)s are monitored, etrrd subsequent changes in relationships
with ,r:ounterparties (frorn non-related to related and vice versa)
are captured. Related parties, RPTs ?Lrld changes in
relatirrnships should be reflected in the releviant reports to tlre
Board and reg u lators/st"tpervisors;

Evaluaters all material RPTs to ensure that these are not
undertakrren on more l 'avorable economic terms tle g , pric;e,
comnniss;ions, interest rates, fees, tenor, collateral requirement)
to such related parties than similar transactions with nonrelat,ed
parties under similar cir,cumstances and that no crorporate or
business resources of the company are misappropriated or
misapplierd, and to determine any potential reputational risk
issuers tlhrat may arise ias a result of or in cc,nnection with the
transactions. In evaluating RPTs, the Committee takes into
account, among others, the following:

The related party's nerlationship to the cornpany iand interest
irr the transaction;
1-he material facts of the proposed RPT, including the

V .
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proposed aggregate value of such transaction;
3. l-he brr:nefits to the corporation of the proposed RPT;
4. The ilvailabil i ty of other sources of comparable products or

services; and
5. Art assessment of whether the proposed RPT is on ternrs

and conditions that are comparable to tht-. terms generally
available to an unrelated party under simil iar circumstances.
The company should have an effective price discovery
s'ystem in place and exercise due dil igence in determining a
filir prnice for RPTs;

Ensunes that appropriate disclosure is made, arnd/or information
is provided to regulating and supervising authrorit ies relating to
the c:ompany's RPT exposures, and policier; on l:onfl icts of
intere,st or potential confl icts of interest. The rl isclosure should
inclucle irrformation on the approach to mianaging material
confl i,r:ts of interest that are inconsistent with such policies, and
confli 'cts that could arise as a result of the cornpany s affi l iation
or transaclions with other related parties;

Reprcrrts thc the Board of Directors on a regular basis, the status
and arggregate exposures; to each related party, as 'well as thre
total amor"rnt of exposures to all related parties;

Ensures that transactions with related parties, includirng write-off
of e:xposures are subjecl to a periodic indeprendent review or
audit pfoc:eSSi ?fld

aa. Overs;ees the implementation of the systent for identifyinr3,
monitrcring, measuring controlling, and reportirng RpTs,
inclucling ia periodic revievr of RPT policies and procedures.

2.2.3. The Gorporate Secretary

' ,2.2.3.1 The Corporerte Secretary, wlho should be a Fil ipirro and a resident
of the Phii l ippines, is an officer of the Company.

",2.2.3.2 He shall harre the following responsibil i t ies, among others:

a. Assists tlhe Eloard and the board committees in thr: conduct of their
meetings, including preparing an annual schedr-rle of Board and
committee rneetings and the annual board calenclar, and assisting
the chairs r:rf the Board and its committees to set agendas for
those ntr:etirrgs;

X .
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b Safe kereps; and preserves the integrity of thel minutes of the
meetings of the Board and its committees, as werll as other official
records of the corporation;

f.

Keeps abrelast on relevant laws, regulations, all governance
issuanc,irs, relevant industryr developments and operations of the
corporil l , ion, and advises Lhe Board and the Chairrnan on iall
relevant issues as they arise;

Works 1l'airly' 2n6 objectively with the Board, lilanagement and
stockhrolderr; and contributes; to the flow of informration between the
Board and management, the Board and its conrmittees, and the
Board and i ls  stakeholders,  including shareholders;

Advises on the establishment of board committeels and their ternts
of referernce;

Informs mernbers of the Boilrd, in accordance with the by-laws, of
the agr:rrda of  their  meet ings at  least  one (1)day in advance, and
ensures that the members have before them accurate information
that wil l enable them to arrive at intell igent decisions on matters
that require their approval;

g Attends all l3oard meetings, except when justif iable causes, such
as i l lnc'ss, death in the immediate family and s;erious accidents,
prevent him,/her from doing so;

h. Perforrns rerrquired administriative functions;

Overseres the drafting of the by-laws and ensures that thr:y
confonn witlr regulatory requirements; and

Performs; su<;h other duties and responsibil i t ies as may be provided
by the S;EC.

2.2.4. External Auditor

2 .2 .4 .1 An external auditor shiall enable an environment of good
corFrof?te governance as reflected in the financial records and
reports of the Company, an external auditor shall be selected
and arppointed by the stor:kholders upon recon'rmendation of the
Audit Cornmittee.

2.2.4.2 The rearson/s for the res;ignation, dismissal or cesr;ation from

d .

e .
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2 .2 .4 .3

2.2.4.4

2 .2 .4 .5

21".2 5 Internal Auditor

" ,2 .2 .5.1

"2.2.5.2

"2.2.5.:J

12.2.5.4

service and the date thr-=reof of an external auditor shall be
reported in the companrl 's annual and current reports. said
report shriall include a discussion of any disagreement with said
formerr e;<ternal auditor on any matter of accounting principles ,cr
practices, f inancial statement disclosure or aruditing scope cr
procerdure.

The e,xternal auditor of the company shall not at the same tirne
provide the services of ern internal auditor to the siame clierrt.
The company shall ensure that other non-aurlit work shail not
be irr conl' l ict with the functions of the external auditor

The Conrpany's external auditor shall be rotated or i l^re
engagemr:nt partner shall be changed every five ({: i) years or
earlien.

lf an raxternal auditor believes that the statemrents made in thre
Comip'any's annual report, information statrement or proxy
staternnenl f i led during his engagement is inr:orrect or
incorrrplete, he shall presernt his views in said relports.

The C;omrpany shall have in place an independent internal auclit
functir:n 'uuhich shall be prerformed by an Internal Auclitor or a
group of Internal Auditors, through which its Board, seni<lr
maniarJenrent, and stoc;kholders shall be provided with
reasonable assurance that its key organizational and procedurial
controls are effective, appropriate, and complied with.

The lrrterrral Auditor shall neport to the Audit Committere.

The rninirnum internal control mechanisms for management s
oper;all ional responsibil i ty shall center on the CEO, being
ultimately' accountable for the Company's organizational and
procedurilI controls.

The scope and particulars of a system of effective
organizatircnal and procedural controls shall be baserl on the
following factors: the nature and complexity of business and the
business culture; the volume, size and complexity of
transerctions; the degree of risk; the degree of c;entrallzation and
deleg;i,ltiornr of authority; the extent and r-.ffectiveness of
inforrrration technology; and the extent of regulatory cclnrpliancer.

The Internal Auditor shall be guided by the Internationari t .2.5.5
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Stanrclards on Professional Practice of lnternal Auditinrg.

2.2.5.6 The I'olloruing are the functions of the internarl auditor, among
other:i;:

a. ProvicJes an independent risk-based assurance ser,vice to tfre
Board, A,udit Committee and Management, focus;ing on reviewing
the effectiverness of the governance and control processes in (1)
promotinl3 the right values and ethics, (2) ensurinr3 effective
performancer management and accounting in the organization, (:3)
communicating risk and control information, and (4) coordinatirrg
the actiuit ies; and information among the Board, ex,ternal and
internal erudrtors, and Managc'ment;

b. Performs regular and spercial audit as contained in the annual
audit plan and/or based on the company's risk assessment;

c. Performs consulting and advisory services relatred to g:lovernance
and control as appropriate for the organization;

d. Perl 'ci,rms compliance audit of relevant laws, rurles and
regulatiorrrs, contractual obligations and other conrmitments, whic;h
could halre er significant impact on the organization;

e. Revielvvs, erudits and assesses the efficiency and effectiveness ,cf
the internal <;ontrol system of all areas of the company;

f. l--valuartes operations or programs to ascertain whelher results
are consistent with established objectives and goals, and whethr:r
the operz:rtions or programs are being carried out as planned;

g. Evaluirtes specific operations at the request of ther Board or
Manage,nrent, as appropriate; and

h. Monitors and evaluates go'vernance processes.

The company's internal auclit activity may be el fully resourcerd
activity hrous;,ed within the organization or may be outsourced 1lo
qualif iecl independent third party service providers.

3.  ADEQUATE AND TIMEI-\ /  INFORMATION

'To 
enable the menrbers of the Board to properly fulf i l l  their duties anrd

responsibil i t ies, Management should provide them with completr:,
adequate and limerly information ahout the matters to lbe taken in their

3 . 1
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meetings.

3.2. Reliance on inforrnation volunteered by Management would not be
sufficient in all circumstances and lrurther inquiries may have to be made
by a member <lf the Board to enable him to properly F'erform his duties
and responsibri l l i t ie:s. Hence, the members should be given independent
access to Manergement and the Corporate Secretary.

3.3. The information mray include the background or explanation on matters
brought befor,e thr: Board, disclosures, budgets, forecasts and internral
financial documents;.

3.4. The members, eithrer individually or as a Board, and in furtherance of thr:ir
duties and rresFonsibil i t ies, should have access to independe,nt
professional advice at the corporatir:n's expense'

4.  COMMUNTCATTON PRoTGESS

This manual r;hall be available for inspection by any s;tockhtllder of tlhe
Company at reasonrable hours on business days.

All directors, erxecutives, division and department heads are tasked to
ensure the thorough dissemination of this Manual to arll emprloyees and
related third piarties, and to likewise enjoin compliance in the process.

5. ACCOUNTABILITY ANEX AUDIT

5.1. The Board is prinriari ly accountable to the stockholders;. lt shall provide

them with a balanrled and comprehensible assessment of the Compan'y's
performance, position and prospects on a quarterly basis;, including interim
and other repr:rts that could adversely affect its business, as well as
reports to regr,rlators that are requrired by law. Thus, it is es;sential that
Management prrovide all members of the Board with accurater and timr:ly
information that wr:ruld enable the lSoard to comply with its responsibil i t ies
to the stockhokiers.

5.2 Management shall, under the supervision of the Audit Committtle,
formulate the rulers and procedures on financial repc,rting and internal
control in accordance with the following guidelines:

i. The extent of its responsibili l iy in the preparation of the financ;ial
statements of the Company, wilth the corresponding delineration of the
responsibilit ies that pertain to the external auditor, shouhl be cleatrly
explained;

4 . 1

4 .2
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ii. An effectivr-. system of internal rcontrol that will ensure the integrity of
the financial rep,orts and protection of the assets of the Company for
the benefit of all stockholders and other stakeholders;

i i i . On the bas;irs o1f the approved audit plans, internal ar.rdit examinations
should cov'€)r, i l t the minimum, the evaluation of t l^re adequacy and
efl 'ectiveness crf controls that cover the Company's governance,
operations ancl information systems, including the reliabil i ty and
integrity of f incrncial and operational information, elffectiveness and
efficiency ol' o;rerations, protection of assets, and compliance with
contracts, la'ws, rules and regulations.

iv. The Company should consistently comply with the financial reporting
requirements o1' the Commission;

v. The external aurrl itor should be rotated or changed e\/ery five (5) years
or earlier, or thr:r signing partner of the external auditing firrn assigned
the Company, :should be changed with the same frequency. The
Internal A,urditor should submit to the Audit Comnrittee and
Manageme,nt an annual report on the internal audit department's
activit ies, responsibil i t ies and performance relative to the audit plans
and strategti ' i ls as approved by the Audit Committee. 

-fhe 
annual report

should include signi f icant r isks exposures,  control  issues and such
other matters rars may be needed or requested bv the Board and
Managemernt. l-he Internal Auditor should certify that he conducts his
activit ies in iaccordance with the International Standards on
Professionial Pniactice of Internal Auditing. lf he dcles nc,t, he shiall
disclose to l lhe Board and Management the reasons; why he has not
fully complierd wiith the said standards.

5.3. The Board after consultations with the Audit Committee, shall recommend
to the stockholclers an external auditor duly accredited by the Commission
who shall unclertak.e an independent audit of the Cornpany and shiall
provide an obj,r:cti l 'e assurance on the manner by wltich the financial
statements sharll bre prepared and presented to the s;tockholders. The
external auditor shiarl l not, at the same time, provide internal audit services
to the Compan'y. l\on-audit work may be given to the exterrnal auditclr,
provided it does not confl ict with his duties as an independent auditor, or
does not pose €r thn:at to his independence.

lf the external aurjl i tor resigns, is dismissed or ceases to perform hris
services, the rr:iason/s for and the date of effectivity of such actiion shall be
reported in the Cornpany's annual and current reports. The report shiall
include a discur,;sioh of any disagreement between him and tht-' Company
on accounting; principles or practices, f inancial disclosures or audit
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procedures, whiich the former auditor and the Company failed to resolve
satisfactori ly. rA prerliminary copy of said report shall be given by the
Company to the extr:rnal auditor before its submission.

lf the external auclitor believes that any statement merde in an annual
report, informertion statement or any report f i led with the Conrmission or
any regulatory lcodll during the period of his engagem€rnt is incorrect or
incomplete, he shall give his comrnents or views on the malter in said
reports.

6. REPORTORIAL OR DII|JCI.-OSURE SYSTEM OF COMPANY'S CORPORAT'E
GOVERNANGE POLICIIES

6.1. All material inl 'crrmation about the Company, which coulcl adversely affect
its viabil ity or lhe interests of the stockholders and otlher stakeholders,
shal l  be publ ic ly arnd t imely disclosed. Such informat ion sfral l  include
earnings results, arcquisit ion or disposal of assets, off balance sheet
transactions, boarcl changes, related party transactions, shareholdings of
directors, chanr:;es to ownership and direct and indirect remuneration of
members of the Board and Management.

The Board shall therrefore commit at all t imes to full disclosure of material
information dererrl ing;s. lt shall cause the fi l ing of all required information
through the appropriate Exchange mechanisms for l isted companies and
submissions to the Commission for the interest of its stockholders and
other stakehol,Crers.

6.2. The reports or disr:losures required under this Manual shall be prepared
and submitted to the Commission by the responsible Committe)e or officer
through the Cclrnpany's Compliance Officer;

6.3. All disclosed information shall be released via the apprr:ved stor:k
exchange procx'ldure for Company announcements as well as through the
annual report.

6.4. The Board shiall commit at all t imes to fully disclose material information
dealings. lt sl 'rell l  cause the fi l ing of all required information for the interest
of the stakeholclers.

7.  SHAREHOLDERS' BENI[ :FlT

'llhe 
Company recognizes tlrirt thre most cogent proof of good corporate governance is

thert which is visible to the $ytes ,rt its investors. Therefore the following provisions are
issued for the guidance of arl l internal and external parties concerne(J, as g;overnance
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c;o\/enant behueen the Compiany iand all its investors:

7.1 Investors' Rigfrts arrd Protection

7 .1.1 Rights o1' Invc.stors/Minority Interests

The Board sharll be committed to respect the rights of the stockfrolders.

7.1"2 Vot ing f? ights;

7 .1.2.1 Shareholders shal l  have the r ight  to elect ,  rernove and
replar;e directors and vote on certain corporate acts in
accordan,ce with the Corporation Code.

7.1.2.2 Cr.rmulative voting shall be used in the election of rCirectors.

7.1.2.iJ lt director shall not be removed without cause if i t wil l deny
minority shareholders representation in the Board.

7.1.3 Power of  Ins;cect ion

All shareholders shiall be allowed to inspect Company's books ernd records
including minutres of Board meetings and stock registrir:s in accordance
with the Corporation Code and shall be furnished witlt annual reporls,
including financial statements, without cost or restrictions.

7.1.4 Right to Informat ion

7.1.4.1 The Shareholders shal l  be provided, upon recluest,  wi th
pericldic reports which disclose personal and prrofessional
information about the directors and officers and certain other
matters such as their holdings of the Companrl 's share,s,
dearlings with the Company, relationships among directors and
key officers, and the aggregate compensation of directors and
offir:ri:rs

7 . 1 . 4 . 2The mirrority shareholders shall be granted the right to propose
the holding of a meeting, and the right to propose items in the
agenda of the meeting, provided the items are for legitimate
bus;irrress; pu rposes.

The mirrority shareholders shall have acces;s to etny and iall
information relating to matters for which thel maniagement is
acc;cruntable for and to those relating to matters for which the
rn?rage ff ie f lt shall include such information and, if not

7 . 1 . 4 . 3
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included then the minority shareholders shiall be allowed to
proprcse to include such matters in the agendia of strtckholders'
mer:ting, being within the definit ion of "legitimelte purposes".

7.1.5 Right to Div ic lends

7.1.5.1 Shareholders shal l  have the r ight  to receive div idends subject
to tlr,e Company's dividend policy.

7.1.5.2 The Cornpany shal l  be compel led to declare dl iv idenr ls when i ts
reterined earnings shall be in excess of 100% of its paid-in
capital stock, except. a) when justif ied by rJefiniter Company
exparnsion projects or programs approved by' the Eloard or lb)
when thra Company is prohibited under any loan agreement
with any'financial institution or creditor, whether local or foreign,
fronn dec,laring dividends without its consent, and such consent
has not been secured; or c) when it can be clearly shown that
such retention is necessary under specii l l  circumstances
obtainin,g in the Company, such as when tht-'re is a need frcr
special reserve for probable contingencies as rr:quired by
regulatory bodies.

7 .1 .6  Appra isa l  R igh t

The shareholdlerrs' shall have appraisal right or the rigl 'rt to dlissent arrd
demand payment fclr the fair value of their shares in the manner providerd
for under Secticrn 811 of the Corporation Code of the Phil ippines under any
of the following ,circumstances:

7.1.6.1 In case any amendment to the Articles of Incorporation has tl 're
effec;t of changing or restricting the rights of any stockholders
or c;l;ass of shares, or of authorizing preferences in erny respect
superrior to those of outstanding shares of any class, or ,of
extendin,g or shortening the term of corporate r3xistence;

7.1.6.2 In c,ase of sale, lease, exchange, transfer, mcrrtgage, pledge or
othen dis;position of all or substantially all of the tOompany's
assets as provided in the Corporation Code; and

7.1.6.3 In case of  merger or consol idat ion.

It shall be the duty of the directors to promote shareholde,rs' rigflts, remo\fe
impediments to the exercise of shareholders' rights and allow possibil i t iers
to seek redresis for violation of their rights. They shall encourage tl 're
exercise of shilneholders' voting rights and the solution of coller:t ive action
problems through appropriate mechanisms. They shall kre instrumental in

7 .2
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removing exoessive costs and other administrati 've or practical
impediments to sl 'rareholders participating in meetings and/crr voting in
person on by prox)/. Accurate and timely information should be macle
available to the stoc;kholders to enable them to make a sclund jurdgment on
all matters brought to their attention for consideration or approval. The
directors shall pav'e the way for the electronic fi l ing and distribution of
shareholder informettion necessary to make informed decisions; subject to
legal constraints.

The Board should be transparent and fair in the conduct of the annual and
special stockh,cllders' meetings of the Company. The stockholders should
be encouraged to personally attend such meetings. lf they canrnot attend,
they should br: apprrised ahead of t ime of their right to appoint a proxy.
Subject to the r,equirements of the by-laws, the exercise of that right shall
not be unduly restrir:ted and any doubt about the validity of a proxy should
be resolved in the stockholders'favor.

7 .4 Although all stockholders should be treated equally rf,r without
discrimination, the Board should give minority stockholders the right to
propose the hrlldinrg of meetings and the items for discuss;ion in the
agenda that relate clirectly to the business of the Comparry.

8.  MONITORING AND AS{}I=SSMENT

8.1 . Each Committer: shall report regularly to the Board of Din:ctors

8.2. The Complianrle Officer shall establish an evaluation sys;tem tcl determine
and measure compliance with this Manual. Any violation thereof shiall
subject the respons;ible officer or employee to the penallty prol' ided under
Section B of this; Manual.

8.3. The establishment of such evaluation system, inclucil ing thre features
thereof, shall bre disclosed in the Company's Annual Report (.SEC Form
17-A) or in suc;h form of report that is applicable to the Company. The
adoption of such performance evaluation system must be covered by a
Board approvarl.

8.4. This Manual shall be subject to quarterly review unless the same
frequency is amended by the Board.

8.5. All business processes and practices being performed within any
department or business unit of the Company that are nrot consistent with
any portion of this; manual shall be revoked unless upgrarJed to the
compliant extent.

7 .3
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9. PENALTIES FOR NON,.COMPLIANCE WITH THE MANUAL

To strictly observe ancl implemernt the provisions of this manual, the following penaltiesshall be imposed, after notice and hearing, on the company's directrcrs, of,f icers, st€rff,subsidiaries and affiliates arnd their respective directors, officers anrc sfsl in case ofrriolation of any of the provisiion of this Manual:

9'1' ln case of f irst I ' iolation, the subject person shall be reprirnanded.

9'2' Suspension frrom ollf ice shall be imposed in case of secpnd violation. Theduration of the r:;usprension shall depend on the gravity of the vir: lation.

9'3' For third violation, the maximum penalty of removal frc,m offi,ce shall beimposed.

9'4' The comrnission o1i a third violation of this manual by any mernber of theBoard of the Ccrmpany or its subsidiaries and affi l iate! snitt be a sufficient
cause for remov,al fi.om directorship.

9'5 The Compliancre Officer shall be responsible for deterrnining violation/s
through notice i lnd hearing and shall recommend to the Chairrman of thre
Board the_impr<lsable penalty for such violation, for further review anrd
approval <tf the illoard.

S igned:

20l//,{,t:'., qk)$^_

3ilIi:"? VALDEP
PHTLWEB CORPO4ATTON
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