COVER SHEET

9/4/0j0] 1/ 4

2

0

5.E.C. Registration Number

209100 A gl Als|T | TowWER

Contact Person

Pl S{E Cl| E| N T} R
Et X CTH AN G E RID.IOR TII|G Al Sj,|PlA S|I I/T
{ Business Address: No. Street City / Town / Province )
ANNA FRANCESCA C. RESPICIO 632-0905

Company Telephone Number

Moenth Day Month Day
Fiscal Year Annual Meeting
Rl Ej V]I E MA N U AL O N
c| O Pl O A E G O VIE[R| Nl Al NJC| E
FORM TYPE
N /A

Secondary License Type, If Applicable

Dept. Requiring this Doc.

Total No. of Stockholders

Amended Articles Number/Section

Total Amounf of Borrowings

Domestic

Foreign

To be Accomplished by SEC Personnel concerned

File Number LCcU
Bocument 1.D.
_______________________ Cashier
1
STAMPS

Remarks = pls. use black ink for scanning purposes




First Abacus Financial Holdings Corporation

REVISED MANUAL ON CORPORATE GOVERNANCE

Effective 31 May 2017



Table of Contents

DEFINITION OF TERMS ..ottt s e ere s s bh s ks sr bt b e s s e s s be s arn s snn s e b asseneenemans 2
RULES OF INTERPRETATION Lottt men s st et st saa e s b s s a e s samsae s 2
PART § = OBUECTTVE oottt sttt st st b sttt s h s s a s e e e e eaes e b b an s e r e en b sk aa 3
PART 11 = COMPLIANCE SYSTEM Loericeeiciriereee it reeeerceeeeststes s rees e reses e semst b am e sbs v sh e b rsbia b s s basbsa bbb 3
A, COMPlANCE OITICO et ieree e b e s e b s s ar e aren 3
B. BOAr OF DITCCLOIS 1r et st bbb aa s b e bbb sa e ra b oo b e b e r s 4
C. BOAIT COMMILIEES «evereeetiee e et et s e s s st s s et e b bbb ss bR s bt R s b s b e er b ransn s et e e a et s 12
1. EXECULIVE COMMILLEC oottt e e bbb v e 12
2, Audil and Risk Managemenl COmmIES i s s ess s eee e 12
3. Corporalec Governance COMMILIES ..o e s ere s 17
D. IVLATEECIIEN oo v veeesvesssesserassssssesssesssrs s st sesassane e seas e e s s bes e b bbbt 19
E. Chiel EXCCULIVE O IO ittt iies e verer s v ettt e e e eme s e e s e e eme e e s e e e be s b b saban s n s r e 19
I Lead Independennt DIFEELOT o e s et bbb eas bbbt e 20
G. Corporate Sceretary 20
. External Audilor oo,
H. INLEITIAL AUAILOU ettt e e e e e ee e e an e b

PART I - REPORTORIAL OR DISCLOSURE SYSTEM OF CORPORATE GOVERNANCE POLICIHES, 23
PART IV - SHAREHOLDERS® RIGHTS AND PROTECTION OF MINORITY STOCKIOLDERS?

I o T OO OO OSSR P 23
A. Right to Aclive Participalion
B3 VOLINE RIBNL ettt e rae s e et e et sn e e b e sare s sb s e r bt r s enrn e 24
C. POWET Of [NSPLOLION cvrireiritieriererir e st s s et et e s e e ame b e bbb bbb nea s s 24
I, RAZHAL L0 INTOFIMEALION c1iritiiritii e st i b0 e pr e s e s em s s s st eere e 24
L Righ 10 DIVEDENUS 11t b e s s b e bbb e e et n bbb s 24
o APPIRISA] RIENLecscticorerereerimere e re e ceemraer s e b a s h b b as et s b a bt bR s aR e e ee R s e R s 25
PART V - ADEQUATE AND TIMELY INFORMATION Lo.iiiaiiciiineimsi s 25
PART V] « MONITORING AND ASSESSMENT ..o sttt 20
PART VI - COMMUNICATION PROCESS (oot et enss e s i s 27
PART VIH = TRAINING PROCESS L..coirerereetreerts s asre s s in e a st s et et 27
PART IX « COMMITMENT TO GOOD CORPORATE GOVERNANCE ..o 28
PART X - PENALTIES FOR NON-COMPLIANCIE ..o s 28



/

lnﬂlr!llu nod
{ q =

. T n'\:.m uaa
*J Riggirunse Eren,

-._/

Aragemeat My DHyision

Ll 2 ’f::>

RECH]VED RORMICY TO ARV
~  PORN AND JONTENT: : oy

REVISED MANUAL ON CORPORATE GOVERNANCE {

The Board of Directors and Management of FIRST ABACUS FINANCIAL HOLDINGS CORFORATION
{the “Company”)} hereby commit themselves to the principles and best praclices contained in this
Manual to guide the attainment of the corporate goals.

DEFINITION OF TERMS

Corporate Governance — the framework of rules, systems and processes in the Company that
governs the performance by the Board and Management of their respective dutics and
responsibilities to stockholders and other stakeholders.

Board of Directors {or the “Board™) — the governing body elected by the stockholders that
exercises the corporale powers ol the Company, conducts all its business and controls its properties,

Management — the body given the authority by the Board to implement the policies it has faid down
in the conduct of the business of the Company.

Independent Director (“ID”) — a person who is independent of Management and free [rom any
business or other relationship which could, or could reasonably be perceived to, materially interfere
with his exercise of independent judgment in carrying out his responsibilities as a director. Sce also
Part 11 (B) 11.2 of this Manual.

Executive Director (“ED”) — a director who is also the head of a department or unit of the
Company or performs any work related to its operations (i.e President and Chiel Financial OlTicer).

Non-Executive Director (“NED?)} —a director who is neither the head of a department or unit of the
campany nor performs any work refated Lo its operation.

Internal Control — ihe syslem established by the Board and Management for  the
accomplishment of the Company’s objectives, the efficient operation of'its business, the reliability
of its fAnancial reporting, and faithful compliance with applicable laws, regulations and internal
rules.

Internal Audit — an independent and objective assurance activity designed to add value (o and
improve the Company’s operations, and help it accomplish its  objectives by  providing a
systematic and disciplined approach in the evaluation and improvement of the elTectiveness ol risk
management, contrel and governance processes,

RULES OF INTERPRETATION

. All references to the masculine gender in the salient provisions ol this Manual shall likewise
cover the feminine gender.

[I. Al doubts or questions that may arisc in the interpretation of application of this Code shall be



resolved in favor of promoting transparency, accountability and (airness to the stockholders, and
other stakcholders of the Company.

PART 1
OBJECTIVE

This Manual shall institutionalize the principles of good corporate governance in the entire
organization,

The Board of Directors and Management, employees and sharcholders, belicve that corporate
governance is a necessary component of what constitutes sound stralegic business management and
will therefore undertake every effort necessary to create awarencss within the organization

PART I
COMPLIANCE SYSTEM

The Compliance System shall insure that the corporate principles and best practices shall at all times
be maintained for the attainment of the corporate goals and objectives. To this end, the corporate
governance principles and guidelines contained in this Manual must be adhered to by all concerned,
starting with the Board ol Directors, to the Board Commiltees, the Corporate OfTicers and Lhe
Auditors, to be monitored by the Compliance Officer. '

A. Compliance Officer

I The Chairman of the Board shall designaie a Compliance Officer who shall report directly to
the Chairman of the Board. e shall have the rank ol Senior Vice President or an equivaient
position with adequate stature and authority in the Company, and should not be a member of
the Board of Directors and should annually attend training on corporate governance,

2. The Compliance OlTicer shall be primarily responsible [or monitoring and insuring adherence
1o the provisions of this Manual.

(93]

The Compliance Officer shall perform the following duties:

3.1 Monitor, review, evaluale and cnsure compliance by the Company, its ollicers and
directors with the relevant laws this Code, rules and regulations and all governance
issuances ol regulalory agencies. If any violations ace found, report the matter to the
Board and recommend the imposition of appropriate disciplinary action on the
responsible parties and the adoption of measures o prevent repeiition of viotation;

3.2. Collaborate with other departments to properly address compliance issues, which may
be subject to investigation;

3.3 Identily possible arcas of compliance issues and works towards the resolution ol the
same;

3.4, Appear belore or make representations with the Securities and Exchange Commission
(the “Commission” or “SEC”} when summoned in relation to compliance with this
Code;

3.5, Ensure proper on-boarding of new directors (i.c., oricntation on the company’s

business, charter, articles of incorporation and by-laws, among others);
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Ensure integrity and accuracy of all documentary submissions to regulators;

3.7. Coliaborate with other departments to properly address compliance issucs which may
be subject to investigation;

3.8. Ensure the aticndance of board members and key ofTicers to relevant trainings;

3.9. Attend training on corporale governance on an arnual basis; and

3.10.  Perform such other duties and responsibilitics as may be provided by the SEC.

The Compliance Olficer shall have direct reporting responsibilitics Lo the Chairman of the
Board.

The appointment of the comptiance officer shall be immediately disclosed to the SEC

All correspondence relative to his functions as such shall be addressed Lo said Officer,

Board of Directors

Policy. The Company shall be headed by a competent Board who shall be responsible for
fostering the long-term success of the Company and secure its sustained competitivencss and
profitability in a manner consistent with its Nduciary responsibility, which it shall exercise in
the best interest of the Company, its sharcholders and other stakeholders. The Board shall
conduct itself with utmost honesty and integrity in the discharge of its duties, functions and
responsibifities to ensure a high standard of best practice for the Company and its
stockholders and other stakeholders. The Company likewise recognizes the benelits of having
a diverse Board, and realizes that a diverse and balanced Board is essential in in maintaining a
competitive advantage.

Composition. The number of directors shall that which is indicated in the Articles of
Incorporation of the Company. The Board shall be composed ol a majority of non-exceutive
directors who possess the necessary qualilications to effectively participale and help secure
objective, independent judgment on corporate affairs and to substantiate proper checks and
balances. At least two (2) or twenty percent (20%) ol the members of the Board whichever is
lesser, but in no case less than two {2), shall be independent dircctors,

Multiple Board Seats. The non-executive directors ol the Board may concurreally serve as
directors of a maximum of five (5) publicly listed campanics lo ensure that they have
sulficient time to [ully prepare lor mceetings, challenge Management’s proposals/views, and
oversee the long-lerm strategy of the Company

Term. The members of the Board shall be elected al each annual mecting of the stockholders
in accordance with the By-Laws, and shall hold office until the next annual meeting or until
the successors shall have been duly elected and qualified. Independent Directors shall serve
for a maximum cumulative term of nine (9) years and shall be perpetually barred from re-
clection as such in the Company, but may continue to qualily for nomination and election as a
non-independent director, In the instance that the Company wishes 1o retain an Independent
Director whoe has served {or nine {9) years, the Board shall provide meritorious justification/s
and seck sharcholders’ approval during the annual sharcholders’ meeting.

4
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G.

Nomination and Election of Directors.

5.1 Nomination of directors shall be conducted by the Corporate Governance Commiltlee
prior to a stockholders™ meeling.

5.2 All nominaiions shall be submitted to the Corporate Governance Commitiec by any
stockholder of record on or before January 30 of cach year to allow the Corporate
Governance Commitice sufficient time to assess and evaluate the qualifications of the
nominees.

5.3  All recommendations for the nominalion of independent Directors shall be signed by
the nominating stockholders together with the acceptance and conformity by the weould-
be nomineces.

54 Afier the nomination, the Corporale Governance Committee shall prepare a List of
Candidates which shall contain all the information about all the nominees lor cleclion
as members ol the Board of Directors, which list shall be made available to the S1EC
and to all stockholders through the filing and distribution of the Information Statement
or Proxy Statement, or in such other reports as the Company will be required to submit
to the SEC.

5.3  The name of the person or group ol persens who recommend the nomination of the
Independent Directors shall be identified in such repart including any relationship with
the nominee.

5.6 Only nominces whose names appear on the List of Candidates shall be cligibie for
clection as directors. No other nominations for election as director shall be entertained
or allowed on the floor during the actual annual stockholders” meeting.

Vacancy. Any vacancy occurring in the Board of Directors, other than by the removal of a
director by the stockholders or by the expiration of his term, may be filled by the vote ol at
least a majority of the remaining directors, if still constituting a quorum; otherwise, lhe
vacancy musl be filled by the stockholders at regular or at any special meeting ol stockholders
called for the purpose. A dircctor so elected to fill a vacancy shazll be clected only for the
unexpired term of his predecessor in ofTice.

The vacancy resulting rom the removal of a dircctor by the Stockholders in the manner
provided by law may be [illed by efection at the same meeting of stockholders without further
notice, or at any regular or special meeting of stockhelders catled for the purpose, after giving
notice as prescribed in these By-laws.

Meetings.

7.1. In the proper discharge of its functions, the Board shall hold regular meetings to review
the operations and financial performance of the Company and lo consider matters
brought before it for approval. Where required by the SEC or by existing laws and
regulations, at least one independent dircctor shall be present in all Board meetings.
However, the holding of meetings shall be valid even without the attendance of any one
of the independent dircctors il their failure to attend is for any justifiable cause.

7.2. During the meetings, the Board shall assess the Company’s performance, position and
prospects based on Management’s account thercel, whicl shall be presented ina
balanced and understandable manner. Special meetings of the Board may also be called
in accordance with the provisions ol the By-Laws. Independent views during Board

N



meetings shall be given due consideration. Minutes of such mectings shall be property
taken and filed,

The Board’s non-exccutive directors (NEDs) shall have separaic periodic meetings with
the external auditor and heads of the intetnal audit, compliance and risk [unctions,
without any execulive directors present 1o ensure that proper checks and balances are in
place within the Company. The meetings shall be chaired by the lead independent
director

Company Assessment. The Board is primarily accountable to the stockholders. 1t shall
provide them with a balanced and comprehensive assessment of the Company’s performance,
position and prospects on a quarlerly basis, inctuding interim and other reports that could
adversely affect its business, as well as reports to regulators that are required by law,

Duties and Responsibilities of the Board, The Board shall have the following duties, [unctions
and responsibilities, in addition to these specified in the prevailing laws and regulations and
the Company’s By-Laws:

9.1,

9.4,

9.5.

9.6.

9.7.

9.8.

9.9.

9.10.

Determine and establish the Company’s purpose, mission and vision, objcctives,
policies and procedures, and the strategies and mcans 1o carry out its objectives and
attain its goals;

Cstablish minimum internal control mechanisms for monitoring and oversecing
management perlormance;

Implement a process of selection fo ensure a mix of competent diveclors and specify
minimum qualilications and disqualifications for (hese positions who can add value and
contribute independent judgment to the formulation of sound corporate strategics and
policies;

Provide a policy on the training of directors, including an orientation program for first-
time dircctors and televant annual continuing training lor all directors.

Appoint compelent, professional, honest-and highly-motivated muanagement officers;

Ensure and adopt an elfective succession planning program for directors, key oftficers
and management to cnsure growth and a continued increase in the sharcholders™ value,
which shalt include adopting a policy on the retirement age lor them as part of
management succession and to promote dynamism in the Company;

Provide sound stralegic policies and guidelines to the Company on major capital
expenditures and cstablish programs that can sustain the Company’s long-term viability
and strength;

Periodically evaluate and monitor the implementation of its stralegic policies and
programs, business plans, operaling budgets, including the Management’s overall

performance;

Ensurethat the Company compiies with all relevant laws, regulations and codes ol best
business practices;

Identily the Company’s stakcholders and formulatc a clear policy on communicaling or
relating with them through an elfective investor relations program;

6



9.12.

o.14.

9.15.

9.16.

9.17.

9.18.

9.19.

9.20.

9.21.

9.22,

9.23,

9.24,

- Promote cooperation between the stakeholders and the Company in creating wealth,

growth and sustainability by establishing clear policies and programs to provide a
mechanism on their fair treatment and protection;

Identify the sectors in the community in which the Company operates or are directly
affected by its operations and lormulate a clear policy of accurate, timely and efTective
communication with them;

. Adopt a transparent [ramework and process thatl allow stakeholders to communicate

with the Company and to obtain redress for the violation of their rights;

Adopt a system ol check and balance within the Board, conduct a regular review of the
cffectivencss of such system to ensure the integrity of the decision-making and
reporting processes al all times and perform a conlinuing review of the Company’s
internal control systcm in order to maintain its adequacy and eflectiveness;

ldentify key risk arcas and performance inclicators and menitor these actors with due
diligence to cnable the Company 1o anticipate and prepare for possible threals (o its
operational and financial viability;

Formulate and implement policies and procedures that would ensure the integrity and
transparency of related party transactions and other unusual or infrequently occurring
transactions between and among the Company and its parent company, joint ventures,
subsidiaries, associates, alTiliates, major stockholders, officers and directors, including
their spouses, children and dependent siblings and parents, and of interlocking director
relationships by members of the Board;

Constitute the Committees in this manual when necessary or when required by law, and
appoint the members thercof in keeping with the principies of good corporate
governance and in accordance with the provisions of this Manual;

Provide the stockholder with a balanced and undersitandable assessment ol the
Company’s performance, position and prospects;

‘Disclose significant related party and other unusval transactions reviewed and approved

during the year in the Anoual Corporate Governance Report;

Establish and maintain an alternative dispute resolution system inn the Company that can
amicably settle conflicts or differences between the Company and its stockhelders, and
the Company and third parties, including the regulatory authoritics

Meet at such times or frequency as may be needed. The minutes of such meetings
should be duly recorded. lndependent views during Board meceetings should be
encouraged and given due consideration;

Keep the activitics and decisions of the Board authority within the powers ol the
institution as prescribed in the Articles of Incorporation, By-Laws and in existing laws,
rutes and regulation;

Explain its responsibility for preparing the accounts, for which there should be a
statement by the auditors about its reporting responsibilitics;

Require the chiel audit executive to render 1o the Audit & Risk Commitlee and scnior
management an annual report on the infernal audit department’s aclivity, purpose,



authorily, responsibility and performance relative to the audit plans and siralegies
approved by the Audit & Risk Committee;

9.25. Set the tone and make a stand against corrupt practices by adopting an anti-corruption
policy and program, which shall be disseminated to employees acrass the organization
through trainings to embed them in the company’s culture; and

p

9.26. Lstablish a suitable framework for whistleblowing that allows cmployees to freely
communicate their concerns about illegal or uncthical practices, without [fear of
refaliation, and to have dircet access 1o an independent member of the Board or a unit
created to handle whistleblowing concerns.

9.27. Conduct an annual sell~assessment of ils performance including the Chairman,
individual members, and committees, which should be supported by an external
facilitator every three years.

10. [Duties and Responsibilitics of Lach Director. The members of the Board occupy a position

.

of (rust and confidence, and as such, shall possess the character, skills and competence
suited for the office.

A director shall have the following duties and responsibilities:

10.1  Conduct fair business transactions with the Company and ensure that personal interests
do not prejudice Board decisions; act in a manner characterized by transparcncy,
accountability and fairness;

102 Devole time and attention necessary 1o properly discharge his duties and
responsibilitics;

10.3  Actjudiciously and cxercise independent judgment;

10.4  Any vacancy occurring in the Board of Directors, other than by the removal of a
director by the stockholders or by the expiration ol his term, may be filled by the vote
of at lecast a majorily ol the remaining directors, if still constituting a quorum;
otherwise, the vacancy must be filled by the stockholders atl regular or al any special
meeting of stockholders called for the purpose. A director so clected 1o fill a vacancy
shall be elected only for the uncxpired term of his predecessor in office.

10.5  Have a working knowledge of the statutory and regulatory requirements alTecting the
Company, in¢luding (he contents of its Articles of Incorporation and By-Laws, the
requirements ol the Comimission, and where applicable, the requirements ol other
regulatory agencics;

(0.6 Observe confidentiality;

10.7 Ensure the continuing soundness, effectivencss and adequacy of the Company’s
control environment; and

0.8 Attend regular and special meetings of the Board in person or by teleconlerencing,
subject to existing regulations,

Qualifications and Disqualilications ol the Dircctors.

(1.1 A director shall possess the following qualifications:



1L Holder of at lcast one (1) share ol stock of the Company;

I1.1.2 Al least a college graduate, or in lieu ol a formal education, he must have
gained sufficient expericnee in managing the business;

i1.1.3 At least twenty one (21) years old;

i1.1.4 Of proven integrity, probity and assiduousness;

11.1.5 Must not be an employee, a director, an officer, or an investor holding
more than ten percent {[0%) of the capital ol any enterprisc in direct or
indirect compelition with the business of the Company,

t1.1.6 Have altended a seminar on corporale governance for the Board
conducted by organization accredited by the SEC:

11.1.6.1 For firsi-time directors: an orientalion program for at least eight (8}
hours.

11.1.62  For incumbent members of the Board: annually, Tor at least Tour (4)
hours. and

.17 Possessing such other qualilications as shall be prescribed by the Beard,

1.2 Additional Requirements for Independent Directors. An Independent Director is
onc person who, apart from his fees and sharcholdings, is independent of
Management and free from any business, or other relationship which could, or
could reasonably be perceived to, malerially inlerfere with his exercise ol
independent judgment in carrying out his responsibilities as director of (he
Company and includes, among others, any person who:

11.2.1 Is not, or has not been & senior officer or employee of the Company uniess

there has been a change in the controlling ownership ol the company;

i1.2.2  Is nol a director or officer of the Company or of its rclaled companies or

any of its substantial sharcholders except when the same shall be an
independent director ol’any of the foregoing;

11.23  Is not an owner of more than two percent (2%) of the outstanding shares ol

the Company, its subsidiaries, associates, aflijiates or related companies';

1124 Is not a relative of a director, officer or substantial shareholder of the

Company, any ol ils rclaled companics or any of its substantial
sharcholders. For this purpose, the word ‘relative’ shall include spouse,
parent, child, brother, sister, and the spouse ol such child, brother or sister;

11.2.5 Is nol acting as a nominee or representative ol any dircctor or substantial

sharcholder of the Company, and/or any of its related companies and/or any
of its substantial sharehoiders, pursuant to a Deed of Trust or under any

! contract or arrangement;
11.2.6  Not, and has not been in five (5) years immediately preceding the clection,

a director of the Company; a director, officer, employec ol the Company’s

' Relaled Companies — relers to (a) the covered entity’s holding/ parent conmipany: (b) ils subsidiarics: and {¢) subsidiacics of

its holding/ parent company.

9



11.2.7

11.2.8

11.2.9

[1.2.10

P1.2.41

11.2.12

11.2.13

subsidiaries, associates, alTiiates or relaled companics; or a director,
officer, employee of the Company’s substantial sharcholders and its related
companies;

Is not rvetained, either in his personal capacity or through a livm, as a
professional adviser, auditor, consultant, agent or counsel of the Company,
any of ils related companies or substantial sharcholder, or otherwisc
independent of Management and [free [rom any business or other
relationship within the five (5) years immediately preeeding the date of hisg
clection;

Daes not engage or has not enpaged, whether by himself or wilth other
persons or through a firm of which he is a partner, director or substantial
sharcholder, in any transaction with the Company or any of iis related
companies or substantial sharcholders, other than such transactions that are
conducted at arm’s length and could not materially interlere with or
influence the exercisce of his independent judgment;

Has not been appointed in the Company, its subsidiarics, associates,
affiliates or related companies as Chairman “Bmeritus”, “1x-Oflicio”
Directors/ Officers or Members of any Advisory Board, or otherwise
appointed in a capacity lo assisl the Board in the performance of its dutics
and responsibilities within three years immediately preceding his clection;

Is not affiliated with any non-profit organization that reccives signilicant
funding from the Company or any of its rclated companies or substantial
sharcholders;

Is not employed as an exccutive officer of anather company where any of
{he Company’s executives serve as directors;

Is not a sccuritics broker-dealer of listed companics and registered issuers
of sccurities. “Securities broker-dealer” refers to any person holding any
office of trust and responsibility in a broker-dealer Tirm, which includes,
among others, a director, officer, principal stockholder, nominee of the [irm
1o the Exchange, an associated person or salesman, and authorized clerk of
the broker or dealer; and

Is not otherwisc disqualified as independent director by prevailing laws,

A director shail have none of the following disqualifications.

Any person convicted by (inal judgment or order by a competent judicial or
administrative body of any crime that (a) involves the purchase or sale of
securitics, as delined in the Sccuritics Regulation Code; (b) arises out of the
person's conduct as an underwriter, broker, dealer, investment adviser,
principal, distributor, mutual fund dealer, futures commission merchant,
commodity trading advisor, or [loor broker; or (¢) arises out of his fiduciary
relationship with a bank, quasi-bank, trust company, investment house or as
an affiliated person ol any of theny;

Any person who, by reason of misconduct, after hearing, is permanently
enjoined by a final judgment or order of the Commission or any court or
administrative body of competent jurisdiction from: {a) acting as underwriter,
broker, dealer, investment adviser, principal distributor, mutual fund dealer,
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11.4.1,

futures commission merchant, commodity trading advisor, or lloor broker;
(b) acting as director or officer of a bank, quasi-bank, trust company,
investment house, or investment company; {c) engaging in or continuing any
conduet or practice in any of the capacitics mentioned in sub-paragraphs (a)
and (b) above, or willfully violating the laws that govern sccurilics and
banking activitics;

Currently the subject of an order of the Commission or any court or
administrative body denying, revoking, suspending any registration, license
or permif issued to him under the Corporation Code, Sceurities Regulation
Code or any other law administercd by the Commission or Bangko Sentral ng
Pilipinas (“3SP™), or under any rule or regulation issued by the Commission
or BSP.

Has been restrained to engage in activily involving securitics and banking.

[s currently the subject of an effective order of & self-regulatory organization
suspending or expelling him from membership, participation or association
with a member or participation of the organization suspending or expelling
him from membership, pariicipation or association with a member or
participant of the organization.

Any person convicted by [inal judgment er order by a courl or competent
administrative body of an offense involving moral turpitude, [raud,
embezzlement, thefll, estafa, counterfeiling, misappropriation, lorgery,
bribery, false aflirmation, perjury or other lrauduolent acts;

Having been finally found by the Commission or a court or other
administrative body to have willfully violated, or willfully aided, abelied,
counscled, induced or procured the violation of, any provision of the
Securitics Regulation Code, the Corporation Cede, or any other law
administered by the Commission or BSP, or any rule, regulation or order off
the Commission or BSP;

Having been judicially declared to be insolvent;

Having been finally found guilty by a forcign court or equivalent linancial
regulatory authority of acts, violations or misconduct similar to any ol the
acts, violations or misconduct listed in the [oregoing paragraphs;

Conviction by final judgment of an offense punishable by imprisonment for a
period exceeding six {6) years, or a violation of the Corporation Code,
committed within five (5} years prior to the date of his clection or
appointment; and

An independent director who becomes an oflicer or employee of the same
Company shall be automatically disqualified [rom being an independent
director.

The Board may, by a resolution, prescribe grounds for the temporary disqualilfication
of a director, which may include, but not limited, to any ol the lollowing:

Refusal to comply with the disclosure requirements of the Sccuritics
Regulation Code and its Implementing Rules and Regulations. The
disquaiification shall be in elfect as long as the refusai persists;



I1.4.2. Absence or non-participation for whatever reason/s for more than [fifly
percent (50%) of all meetings, both regular and special, of the Board of
directors during his incumbency, or any twelve (12} month period during said
incumbency. This disqualification applies for purposes of the succeeding
clection;

[1.4.5.  Dismissal/termination from dircctorship in another listed corporation for
cause. This disqualification shall be in efTect until he has cleared himsell of
any involvement in the alleged irregularity;

I1.4.4,  Being under preventive suspension by the Company; and

11.4.5. Conviction that has not yet become final referred to in the grounds for the
disqualification of directors.

Board Committees

To aid in complying with the principles of good corporate governance, the Board shail constitute
the following Committees: Audit and Risk Oversight Management Commiltee, and Corporate
Governance Committee. The Board may form other commillees as it may deem appropriate.

The Board shall appoint the members and chairman (from among the members) of cach Board
Committee following the annual meeting of stockholders at which ihe directors are clected. In
case of any vacancy in the Board Committee, the Board shall appoint a replacement who will [ill
the vacancy at'any meeting of the Board subject to the provision of its Committee Charters.

Lach Board Committee shall have a Charter which shall define and govern, among other matters,
its purposes, composition, membership qualifications and disqualifications, dutics and
responsibilities, conduct of meetings, and procedures for escalation to the Board of decisions of
such Board Committee.

Executive Committec

1.1 The Executive Committee shall be composed ol at least three (3) members to be
appointed by the Board. The Board shall have the power to change the members of
the Committee at any time, to fill vacancies therein and to discharge or disselve such
committee either with or without cause.

1.2 Except as provided in Section 35 of the Corporation Code, the Execulive Commiliee
shall have and exercise all such powers as may be delegated 1o it by the Board.

1.3 The Executive Committee shall keep regular minutes of its proceedings and report the
same to the Board whenever required,

Audit and Risk Oversight Management Committee

2.1.  The Audit and Risk Oversight Management Commitice (the “Audit & Risk
Committee™) shall be composed of at least three (3) appropriately qualified non-
executive directors, the majority of whom, including the Chairman, shall be
independent. All its members must have relevant background, knowledge, skills,
and/or experience in the areas of accounting, auditing and finance. lts Chairman
should not be the chairman of the Board or of any other committecs.

2.2, The Audit and Risk Committee shall have the following duties and responsibilitics:



General Duties and Responsibilities:

2.2.1.

222

2.24.

2.2.5.

2.2.6.

227

Assist the Board in the performance ol its oversight responsibility for the
financial reporting process, system of internal control, audit process, and
monitoring of compliance with applicable laws, rules and regulations;

Assist the Board in oversecing the company’s practices and processcs
relating 1o risk asscssment  and  risk  management; maintaining an
appropriale risk culture, reporting ol [inancial and business risks and
associated internal controls. The AUDIT & RISK Committee will assist the
board in providing framework to identify, assess, monitor and manage the
risks associatcd with the company’s business, [t helps the Board (o adopt
practices designed to identily significant arcas of business and [inancial
risks and to effectively manage those risks in accordance with company’s
risk profile.

Shall meet with the Board at least every quarter without the presence of the
Chicl" Executive Officer or other management leam members, and
periodically meets with the head of internal audil.

Perform oversight functions over the Company's internal and cxternal
auditors. 1t should ensure that the internal and exlernal auditors acl
independently from cach other, and that both auditors are given unresiricted
access to all records, propertics and personnel to cnable them to perform
their respective audit funclions;

Oversce the implementation of the BEnterprise Risk Managemeni [ramework
through Audit & Risk Committee, The Audit & Risk Committee conducts
regular discussions on the company’s prioritized and residual risk
exposures based on regular risk management reports and assesses how the
concerned units or offices are addressing and managing these risks

Set the tone and influence the culture of risk management which includes
determining the appropriate risk appetite (risk-taker or risk-averse) or level
of exposure as a whole or on any relevant individual issue; determining
what types of risk are acceptable and which arc not;

Coordinate, menitar and facilitale compliance with laws, rules and
regulations;

Internal Audit Oversight:

228

2.2.9.

Organize an internal audit department, and consider the appointment ol an
independent internal auditor and the terms and conditions ol its engagement
and removal. The Committee shall approve the terms and conditions [or
outsourcing internal audit services;

Recommend approval of the [nternal Audit Charter, which formally delines
the role ol Internal Audit and the audit plan as well as oversces the
implementation ol the Internal Audit Charter,



2.2.10.

22010

2212,

2.2.15.

2.2.14.

2.2.15.

Review the annual internal audil plan to ensure its conformily with the
objectives of the Company. The plan shall include the audit scope, resources
and budget neeessary to implement it;

Through the Internal Audit Department, monitor and evaluate the adequacy
and cffectivencss of the Company's internal contro! system, including
financial reporting contrel and information technology sceurity. Well-
designed internal control procedures and processes that will provide a system
of checks and balances should be in place in order to (a) safeguard the
company’s resources and ensurc their ellective utilization; (b) prevent
occurrence of [raud and other irregularitics, (c) protect the accuracy and
reliability of the company’s financial data, and (d} ensure compliance with
applicable laws and regulations;

Establish and identify the reporting line of the Internal Auditor 1o cnable him
to properly Fullill his duties and responsibilitics. Ile shall functionally report

directly to the Audit & Risk Commitice.

Ensure that, in the performance of the work of the Internal Auditor, he shall
be free from interference by oulside parties.

Review and monitor Management’s responsiveness to the Internal Auditor’s
findings and recommendations;

Review the reports submitled by the internal auditors;

oxternal Audit Oversighi.

2.2.16.

2217

2.2.18.

22,19,

2.2.20,

2221,

Prior 1o the commencement of the audit, discuss with the exiernal auditor the
nature, scope and expenses of the audit, and ensure proper coordination il
more than one audit firm is involved in the activity to secure proper coverage
and minimize duplication of efTorts;

Recommends to the Board the appointment, reappointment, removal and lees
of the External Auditor, duly accredited by the SEC, who undertakes an
independent audit of the Company, and provides an objeclive assurance in the
manner by which the financial statements should be prepared and presented to
the stockholders:

Oversee the overall relationship of the Company and its Management with the
External Auditor;

Review and monitor the independence of the Lxternal Auditor and, in
particular the, provision of additional services to the Company, including the
related safeguards that have been applied to eliminate identified threals to
independence or reduce them to an acceptable level;

Exercise effective oversight to review, assess and monitor the external
auditor’s integrity, independence and objectivity, and the effectivencss of the
audit process, taking into consideration relevant Philippine professional and
regulatory requircments;

Oversee the External Audit of the annual and consolidated accounts;

14



2.2.22

2.2.23

2.2.24

2.2.25

2.2.26

2227

2.2.28

. Review the quarterly, half-year and annual linancial statements belore their
submission to the Board, with particular focus on the following matters:

*  Any change/s in accounting policies and praclices

*  Areas where a significant amount ol judgment has been exercised
« Signilicant adjustments resulting rom the audit

» Going concern assumptions

e Compliance with accounling standards

* Compliance with tax, legal and rcgulatory requirements

. Discuss with the External Auditor key matters arising from the audit, and in
particular any identificd material weaknesses in internal control in relation to
the financial reporting process;

. Discuss the written representations the [xternal Auditor is requesting from
senior management and, where appropriate, those charged with governance;

. Review the disposition of the recommendations in the External Auditor’s
management lelter;

. Develop and implement a policy on the engagement of the External Auditor
for the supply of non-audit scrvices, taking into account relevant ethical
guidelines on the provision of non-audit services by the External Audit {irm;

. Evalvate and determine the non-audit work, il any, of the external auditor,
and review periedically the non-audit fees paid to the external auditor in
relation to their significance to the total fees paid to him and to the Company's
overall consultancy cxpenses. The commiltee shall disallow any non-audit
waork that will conflict with his dutics as an cxfernal audilor or may posc a
threat to his independence. The nature of non-audit work, il allowed, should
be disclosed in the Company's Annual Report and Annual Corporale
Governance Report;

. Periodically review the proportion of non-audil fees paid to the external
auditor in relation to the Company overall consultancy expenses in order for
the Committee lo disaltow the same auditor 1o perform non-audit services for
the company il' there is potential conflict between the auditor and the
compary; and

2.2.29. Approve the total {ees charged for the audit of the financial statements and for

non-audit services provided by the External Auditor lo the Company and its
components controtled by the Company.

Risk Management [Functions:

2.2.30

. Develop a formal enterprise risk management plan in accordance with
internationally recognized frameworks which  contains  the following
clements: (a) common language or register of risks, () well-defined risk
management geals, objectives and oversight, (¢) uniform processes of
assessing risks and developing strategies to manage prioritized risks, (d)
designing and implementing risk management strategics, and (¢) continuing
assessments to improve risk strategics, processes and measures;



Evatuates the risk management plan to cnsurc its continued relevance,
comprchensiveness and effectiveness, The Audit & Risk Commitice shall
revisit defined risk management strategies, looks lor emerging or changing
material exposures, and stays abreast ol significant devclopments that
seriously impact the liketihood of harm or loss;

. Assess the probability of cach identified risk becoming a reality and estimates

its possible significant financial impact and likelihood of occurrence. Priority
arcas of concern are those risks that are the most likely to occur and to impact
the performance and stability of the Company and its stakcholders;

Review annually the Company’s risk appetite levels and risk tolerance limits
based on changes and developments in the business, the regulatory
framework, the external economic and business environment, and when major
events occur that are considered 1o have major impacts on the Company.

. Advise the Board on its risk appelite levels and risk tolerance limits;

Report to the Board on a regular basis, or as deemed necessary, the
company’s material risk exposures, the actions taken to reduce the risks and
recommends further action or plans, as necessary; and

. Perform other activities consistent with this charter, the Company’s by-laws

and governing law as the Audit & Risk Commilice or the Board deems
necessary or appropriate.

Related Party Transactions:

2.2.37.

Ensure that a Policy for Related Party Transactions (“RPT™) includes the
appropriate review and approval of material or significant RPTs, which
puarantee fairness and transparency of the transactions. The policy shall
cncompass all cntitics within the group, laking into account their sixe,
structure, risk proftie and complexity of operations.

Evaluate on an ongoing basis existing relations between and among business
and counterpartics to ensure that all refated parties are continuously identified,
RPTs are monilored, and subsequent changes in relationships  with
counterparties (from non-related to related and vice versa) are captured.
Related partics, RPTs and changes in refationships should be reflected in the
relevant reports Lo the Board and regulators/ supervisors;

Evaluate all material RPTs to ensure that these are not undertaken on morc
favorable cconomic lerms (e.p., price, commissions, iniercslt rates, lenot,
cotlateral requirement) to such relaled partics than similar transactions with
non-related partics under similac circumstances and that no corporale or
business resources of the Company are misappropriated or misapplied, and to
determine any potential reputational risk issucs that may arisc as a result of or
in connection with the transactions. In evaluating RPTs, the Audit & Risk
Committee takes into account, among others, the following:

« The related party’s relationship to the Company and interesl in the
transaction;

* The material facts of the proposed RPT, including the proposed
aggregate value of such transaction;

v The benefits Lo the Company of the proposed RPT;

16



e The availability of other sources of comparable produects or
services; and

* An asscssment ol whether the proposed RPT is on terms and
conditions that are comparable to the terms generally available to
an unrelated party under similar circumstances. The Company
should have an cffective price discovery system in place and
exercise due diligence in determining a fair price for RPTs,

2.2.40. Ensure that appropriate disclosure is made, anc/or information is provided to
regulating and supervising authorilics relating (o the Company’s RPT
exposures, and policics on conflicls ol interest or potential conllicts of
interest. The disclosure should include information on (he approach to
managing material conflicts of inlerest that are inconsistent with such
policies, and conllicts that could arisc as a result of the Company’s afTiliation
or transactions with other refated parties;

2.2.41. Report to the Board of Directors on a regular basis, the stalus and agpregate
exposures to cach related party, as well as the total amount of exposures to all
related parties;

2.2.42. Insurc that transactions with related parties, including write-olT of exposures
arc subject 1o periodic independent review or audit process; and

2.2.43. Oversee the implementation of the system for identifying, monitoring,
measuring, controliing and reporting RPTs, including a periodic review of
RIT pelicies and procedures.

Corporate Governance Comntittee

5.1, The Corporate Governance (the “CG Committec™) shall be composed of at least three
members, majority ol whom are independent directors. 1t is tasked to assist the Board
in the performance of its corporate governance responsibilities.

3.2. Duties and Responsibilitics. The CG Committee shall have the following dulies and
responsibilitics:

General Duties and Responsibilities:

3.2.1. Oversee the implementation of the corporate governance ramework and
periodically review the said framework o ensure that it remains appropriale in
light of material changes to the Company’s size, complexily and business
strategy, as well as its business and reguialory environments;

3.2.2. Oversee the periodic performance evaluation of the Board and its commiltecs
as well as executive management, and conduels an annual self-evaiuation of its
performance;

Ensure that the results of the Board evaluation are shared, discussed, and that
conerete action plans are developed and implemented 1o address the identified
arcas for improvement;

L
2
L

3.2.4. Recommend continuing education/training programs for directors, assignment
of tasks/projects (e board commillees, succession plan for the board members
and senior officers, and remuneration packages for corporate and individual
pcl'F01'1112111ce;



Adopt corporate governance policics and ensures thal these are reviewed and
updated regularly, and consistently implemented in form and substance;

Propose and plan relevant trainings (or the members of the Board;

[etermine the nomination and election process [or the company’s directors and
has the special duty ol delining the general profile of board members that the
company may need and ensuring appropriate knowledge, competencics and
expertise that complement the existing skills ol the Board; and

Lstablish a formal and transparent procedure to develop a policy for
determining the remuneration of direclors and olficers thal is consistent with
the Company’s cullure and strategy as well as the business environment in
which it operates.

Nomination and Eleciion of the Directors:

3.2.9.

3.2.10.

32,11,

Pre-screen and shortiist all candidates nominated to become a member of the
board ol directors in accordance with the qualifications and disqualifications set
in this Manual and by the Board. The identification ol the quality of dircetors
must be aligned with the strategic direction of the company.

In consultation with the exccutive or management committee/s, re-deline the
role, dutics and responsibilities of the Chicl’ Executive Officer by integratling
the dynamic requirements of the business as a going concern and [ulure
expansionary prospects within the realm of good corporate governance.

It shall write a report to assess the effecliveness of the Board’s processes and
procedures in the nomination, election, or replacement of a director.

Compensation and Remuneration:

3.2.12,

3.2.14,

LI L
Mo
o

Establish a lormal and transparent procedure for developing a policy on
exceulive remuneration and for fixing the remuncration packages of
corporate ollicers and directors, and provide oversight over remuneration ol
senior management and other key personnel to ensure that the compensation
levels are consistent with the Company’s culture, strategy and control
cnvironment.

Determine and align the amount of remuncration for the Companys directors
and ofTicers with the long-term interests of the company by formulating and
adopting a policy specifying the relationship between remuneration and
performance, which shall be in a sufficient level to attract and setain
personnel who are needed to run the company successfully.

Ensure that all incoming officers and directors disclose Fully their existing
business interests or sharcholdings that may directly or indirectly conllict
with the performance of their intended dutics and responsibilities, under the
penalty of perjury.

Disallow any director to decide his own remuneration,
Provide management with a clear, concise and understandable disclosure ol
the compensation of the Company’s exccutive officers for the previous liscal
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year and the current year, which shall be incorporated in the Company’s
annual reports, information and proxy statements.

3.2.17. Review the existing Human Resources Development or Personnel Handbook
or its equivalent, to strengthen provisions on conflict of interest, salaries and
benefits policies, promotion and carcer advancement directives and
compliance of personnel concerned with all statulory requirements. In the
absence of such Personnel Handbook or its equivalent, the Commiltee, in
coordination with the Human Resources Department, shall develop such a
handbook which shall cover the same parameters of governance stated above.

Management

The Management should formulate, under the supervision of the Audit & Risk Commitice,

the rules and procedures on [inancial reporting and internal control in accordance with the foilowing
guidelines:

1.

L3

L.

The extent ol its responsibility in the preparation of the financial statements of the Company,
with the corresponding delincation of the responsibilities that pertain to the Exiernai Auditor,
should be ciearly explained;

An ¢llective system of internal control that will ensure the integrity of the (inancial reports and
protection of the assets ol the Company should be maintained for the benelit of all stockholders
and other stakeholders;

On the basis of the approved audit plans, internal audi! examinations should cover, at the
minimum, the evaluation of the adequacy and effectivencss of controls that cover the
Company’s governance, operations and information systems, including the reliability and
integrity of flinancial and operational information, elfcctiveness and clliciency of operalions,
protection of assets, and compliance with contracts, laws, rules and regulations;

The Company should consistently comply with the [tnancial reporting requirements ol the
Commission; .

The External Auditor should be rotated or changed every {ive (3) years or carlier, or the signing
pariner of the external auditing firm assigned to the Company, should be changed with the same
frequency;

The Internal Auditor should submit (o the Audit & Risk Committee and Management an annual
report on the internal audit department’s activities, responsibilities and performance refative to
the audit plans and strategies as approved by the Audit & Risk Committee. The annual report
should include significant risk exposures, control issues and such other matlers as may be
needed or requested by the Board and Management;

The Internal Auditor should ceriily that he conducts his activities in accordance with the
[nternational Standards on the Prolessional Practice of Internal Auditing. 11 he does not, he shall
disclose to the Board and Management the reasons why he has nol fully comptied with the said
standards.

Chief Executive Officer

The Chiel Executive OfTicer (CEQ) shall be appointed by the Board to serve as such until his
successor shall have been clected and qualified. At the option ol the Board, a person other than
the President may be designated CLZO, at which instance the President may be designated Chief
Operating Officer (COQG). The President and CEG positions should both be held by FFilipino
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I,

citizens. Being the principal officers ol the Company, the President and CLEO shall be & person
or persons of outstanding knowledge and integrity.  The President and CEQ shall work and
deal fairly and objectively with all the constituencies of the Company, namely, the Board,
management, and stockholders,

Subjeet to the control of the Board of Directers, the CEO shall:
2.1, Supervise and control all the business and affairs of the Company;

2.2. In the absence of the Chairman and the Vice Chairman of the Board, preside at all
mectings of the Board of Directors and stockholders. 1f the President and CLO
positions are not held by one individual, then the President shall preside unless absent,
in which case the CEQO shall preside;

2.3. Together with other officers designated by the Board, sign all checks, drafts, or other
orders with respect to any funds of the Company maintained in any bank, cerlificates of
stock of the Company, any deed, mortgage, bond, contract, or other instrument which
the Board of Dircclors has authorized to be exccuted; and

2.4, Perform all duties incident to the office(s) of the President and CLIQ, those provided in
the existing laws and regulations and the By-Laws, and such other dutics as may be
preseribed by the Board ol Dircctors from time Lo time.

The positions of Chairman of the Board and CEQ, when practicable, may be held by separate
individuals and cach should have clearly defined responsibilities. In case the President or CEO
is also the Chairman of the Board, he shal! strictly follow the checks and balances provided by
the Board in accordance with this Manual to insure thal independent, oulside views,
perspectives and judgments are given proper hearing in the Board.

L.ead Independent Director

The Board shall designate a lead director among the independent directors if the Chairman of the
Board is not independent, including il the positions of the Chairman of the Board and CEO are held
by one person

G.

[F]

Corporaie Seeretary

The Corporate Secretary shall be elected by the Board, te serve as such until his successor
shall have been duly clected and qualified.

"The Corporate Sccretary shall possess the following qualilications:

2.0, He shall be a Filipino citizen, shall be a separate individual from the Compliance
Officer and shall not be a member of the Board of Directars

2.2, He shall demenstraie perfection in performance with no surprises, and maintain
Joyalty to the mission, vision and specific business objectives of the corporate entity.

2.3. Considering his varicd lunctions and duties, he must possess administrative and
interpersonal skills, and if he is not the general counsel, then he must have some legal

skills. He must also have some linancial and accounting skills.

The Corporate Scerctary shall have the following dutics and functions:
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Assist the Board and the Board Committees in the conduct of their meetings,
including preparing an annual schedule of Board and committee meetings and the
annual board calendar, and assisting the chairs of the Board and its commitiees 1o set
agendas for those meetings;

Gather and analyze all documents, records and other information essential to the
conduct of his duties and responsibilities to the Company.

Attendance in all Board meectings, except when justifiable causes prevent him [rom
doing so;

Ensure strict compliance with alf Board procedures and rules and regulations;

Inform the members of the Board, in accordance with the Company’s By-Laws. of
the agenda of their meetings and ensure thal lhe members have before them accurate
information that will enable them to arrive at intelligent decisions on matters that
requite their approval;

Safekecping and preservation of the integrity of the minutes of the Board and its
committecs, as well as the other official records or the Company;

Assist the Board in making business judgment in good faith and in the performance

ol their responsibilitics and obligations;

Assist the Board in making business judgment in good Taith and in the performance
of their responsibilities and obligations;

Keep abreast on relevant laws, regulations, all governance issuances, rclevant
industry developments and operations ol the Company, and advises the Board and the

Chairman on all relevant issues as they arisc;

Ensure that the members of the Board have before them accurate information that will
enable them to arrive at intelligent decisions on matters that require their approval;

Keep loyal to the mission, vision, strategic objectives, and policies and procedures of
the Company;

Work fairly and objectively with the Board, Managemeni, stockholders, other
stakecholders;

Have appropriate administrative and interpersonal skills;
Have knowledge of the operations of the Corporation;

Be fair and objective in performing his duties relative Lo the Board, the Management
and the Company’s stockholders;

Attend training on corporate governance annually; and

Perform such other duties and responsibilitics as may be provided by the SEC;

External Auditor

The appointment, re-appointment, removal as well as the fees o the External Auditor shall be
approved by the Board upon recommendation by the Audit & Risk Committee. This shall be
ratified by the sharcholders during the annual stockholders’ meeting
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The reason/s for the resignation, dismissal or cessation [rom service, and the date thereof, of
an external auditor shall be reported in the company’s annual and current reports. Said report
shall include a discussion of any disagreement between him and the Company on accounting
principles and practices, Inancial disclosures or audit procedures which the former auditor
and the Company failed to resolve satisfactorily. A preliminary copy of said report shall be
given by the Company to the exiernal auditor belore his submission.

If the external auvditor believes that any statement made in the annual report, information
statement or any report filed with the Commission or any regulatory body during the period ol
his engagement is incorrect or incomplete, he shall give his comments or views on the matter
in the said report.

The external auditor of the company shall not at the same time provide the services ol an
internal auditor to the same client. The Board shall ensure that other non-audit work shall not
be in conflict with the functions of the external auditor.

The company’s external auditor shall be rotated or the handling pariner shall be changed
cvery five (5) years or carlicr, or the signing partner of the external auditing firm assigned to
the Company should be changed with the same firequency.

Internal Auditor

The Audit & Risk Commitice shall establish an independent internal audit function that shall
be performed by an Internal Auditor or a group of Internal Auditors, which may be a [ully
resourced activity, housed wilhin the organization or may be outsourced to qualified
independent third party service providers.

The independent internal audit function shall provide the Board, senior management, and
stockholders with reasonable assurance that its key organizational and procedural controls are
elfective, appropriate, and complied with. The Internal Auditor shall report to the Audit &
Risk Commitiee.

The minimum internal control mechanisms for management’s operational responsibilily shall
center on the CIEQ, being ultimately accountable for the Company’s organizational and
procedural controls.

The scope and particulars ol a system of effective organizational and procedural controls shall
be based on the following factors: the nature and complexity ol business and the business
cultyre; the volume, size and complexity of transactions; the degree ol risk; the degree of
centralization and delegation of authority; the extent and cffectiveness of information
technology; and the extent of regulatory compliance.

The Internal Auditor should submit to the Audit & Risk Commitiee and Management, an
annual report on the internal audil department’s activities, responsibilities and perlormance
relative to the audit plans and stralegies as approved by the Audit & Risk Commitice. The
annual report should include significant key exposures, control issues and such other matters
as may be decmed necessary or requested by the Board and Management,

Subject 1o the company’s size, risk profile and complexily ol operations, the board may
appoint a qualilicd Chiel Audit Exceutive (CAE) who shall oversce and be responsible for the
internal audit activity of the organization, including that portion that is ouisourced to a third
party scrvice provider. In case of a fully outsourced internal audit activity, a qualified
independent executive or senior management personnel shall be assigned the responsibility
for managing it.



3.

D.

I.

PART 1]

REPORTORIAL OR DISCLOSURL SYSTEM OF
CORPORATE GOVERNANCE POLICIES

The reports or disclosures required under this Manual shall be prepared and submitted to the
Commissien by the responsible Committee or officer through the Company’s Compliance
Qfticer;

The Board shafl commit at all times to fully disclose malerial information dealings. It shall cause
the filing of all required information for the interest of the stakeholders through the proper
procedures adopted by the Phifippine Stock Exchange (the “Exchange” or “PSE”) and by the SEC
for the interest of its stockholders and other stakeholders.

All material information about the Company which could adversely alTect its viability or the
interests of its stockhotders and other stakeholders shall be publicly and timely disclosed to the
PSE and the Commission. Such material information shall include, among others, carnings
results, acquisition or disposition of assets, ofl-balance sheel transactions, related parly
transactions and dircet and indircel remuneration of members of the Board and the management,
All directors and officers shall disclose/report 1o the Company any dealings in its shares within
three (3) business days.

The Board shall fully disclose all relevant and material information on individual board members
and key excculives to evaluate their experience and qualifications, and assess any potential
conflicts of interest that might affect their judgment.

‘The Company shall provide a clear disclosure of its policies and procedure lor setting Board and
executive remuneration, as well as the level and mix of the same in the Annual Corporate
Governance Report. Also, companies should disclose the remuncration on an individua! basis,
including termination and retirement provisions.

Commiltec Charters of all established committees stating in plain terms their respective purposes,
memberships, structures, operalions, reporling processes, resources and other relevant
infarmation, as well as standards for evaluating the performance of the Committee shall be lully
disclosed on the company’s website.

The Company should include media and analysts® bricfings as channels ol communication to
ensure the timely and accurate dissemination of pubhc material and relevant information 1o its
shareholders and other investors.

PART IV

SHAREITOLDERS® RIGHTS AND PROTECTION OF
MINORITY STOCKHOLDERS’ INTERESTS

The Board shall be committed to respect the following rights ol the stockholders:

A. Right to Active Participation

A. The Board shall encourage active shareholder participation by sending the Notice ol Annual and
Special Sharcholders’ Meeting with sulficient and relevant information at least twenty-cight
{(28) days before the meeting,



B. The Board shall make the result of the votes taken during ihe most recent Annual or Special
Sharcholders® Meeting publicly available the next working day. In addition, the Minutes of the
Annual and Special Sharcholders” Meeting should be available on the Company’s website
within five (5) business days [rom the end ol the mecting.

C. The Board shall establish an Investor Relations Office (“IRO™) who must be present at cvery
shareholders’ meeting to ensure constant engagement with its sharcholders.

B. Voling Right

I Sharcholders shall have the right to elect, remove and replace directors and vole on certain
corporate acts in accordance with the Corporation Code. Minority sharcholders shall have the
right 1o nominate their candidates in writing in the form and period preseribed by the Company,
and sent to the Corporale Secretary.

2, Cumulative voting shall be used in the election of directors.

3. A director shall not be removed without cause i it will deny minority sharcholders
representation in the Board.

C. Power of Inspection

All shareholders shall be allowed to inspect during office hours the corporate books and
records including minutes of Board meetlings and stock registrics in accordance with the Corporation
Cade and shall be furnished with annual reports, including financial statements, without cost or
restrictions.

D. Right to Information

I, The Shareholders shafl be provided, upon written request, with periodic reports which disclose
personal and professional information about the directors and ofTicers and cerlain other matters
such as their holdings of the company’s shares, dealings with the company, relationships
among directors and key officers, and the aggregate compensation of direclors and officers.

2. The minority sharcholders shall have the right 1o propose the holding of a mecling, and the
right 1o propose ilems in the agenda of the meeting, provided the items are for legitimate
business purposes.

The minerity sharcholders shall have access to any and all information relating to mallers for
which the management is accountable for and to thosc relating to matters for which the
management shall include such information and, il not included, then the minority
sharcholders shall be allowed 1o propose to include such malters in the agenda of stockholders’
meeting, being within the definition of “legitimate purposes”.

[PF)

5. Right to Dividends
[, Sharcholders shall have the right to reeeive dividends subject 1o the discretion of the Board.
2. The company shall be compelled to declare dividends when its retained earnings shall be in
excess of 100% of Hs paid-in capital stock, except; a) when justified by delinile corporate

expansion projects or programs approved by the Board or b) when the Company is prohibited
under any loan agreement with any financial institution or creditar, whether local or [oreign,
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from declaring dividends without its consent, and such consent has not been secured; or ¢)
when it can be clearly shown that such retention is necessary under special circumstances
obtaining in the Company, such as when there is a need for special reserve for probable
contingencies.

F.  Appraisal Right

1.

2.

The sharcholders shall have appraisal right or the right to dissent and demand payment of the
fair value of their shares in the manner provided for under Section 82 of the Carporation Code
ol the Philippines, under any of the following circumstances:

I.t. In case any amendment to the articles of incorporation has the effect of changing or
restricting the rights of any stockholders or class of shares, or of authorizing
preferences in any respect superior to those of outstanding shares ol any class, or of
extending or shortening the term of corporate exislence;

[.2. In casc of sale, lease, exchange, transfer, mortgage, pledge or other disposition of all
or substantially all of the corporate property and assels as provided in the Corporation
Code; and

1.3.  Incase of merger or consolidation.

[t shall be the duty ot the directors to promote shareholder rights, remove impediments (o the

exercise of sharcholders® rights and allow possibilitics to seck redress for violation ol their
rights. They shall encourage the exercise of sharcholders’ voling rights and the solution of
collective action problems through appropriate mechanisms. They shall be instrumental in
removing excessive costs and other administralive or practical impediments 1o shareholders
participating in meelings and/or voting in person. The directors shall pave the way [or the
clectronic filing and distribution of sharecholder information nceessary lo make informed
decisions subject to legal constraints,

PART YV

ADEQUATE AND TIMELY INFORMATION

A. Management should provide members of the Board ol Directors with complete, adequate and

timely information about the matters to be taken in thelr mecting.

B. In order for each of the members of the Board to properly perform their function and

responsibilities further inquiries will be made and not merely rely on the infermation volunicered
by the Management. Members are given independent access to Management and Corporate
Secretary inlormation and documents.

C. Members, cither individually or as a Board, and in [furtherance of their duties and

responsibilities, shatl have access to independent professional advice al the Company’s expensc.
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1.

L.

PART VI

MONITORING AND ASSESSMENT
PART VI - MONITORING AND ASSESSMENT

Each Committee shall report regularly to the Board of Directors.

The Compliance Officer shall establish an evaluation system to measure the performance of the
Board, Board Committees and the President of the Company in terms of governance practices, He
shali ensure the proper and clficient implementation and monitoring of compliance with the
Manual on Corporate Governance, the Code of Business Conduct and Ethics, Charlers, internal
palicies and applicable faws and regulations. Any violation thereof shall subject the responsible
officer or employee to the penalty provided under this Manual.

The Board shall regularly carry out evaluations to appraise its performance as a body, and assess
whether it possesses the right mix of backgrounds and compctencies, The self-assessment ol its
performance shall be done annually and shall include the performance of the Chairman, individual
members and board committees. This shall be oversecen by the CG Committee, which shall
discuss the results thereof at a Board meeting.

The assessment criteria shall be based on the mandates, functions, roles and responsibilitics
provided in the Board and Committec Charters with attention to the values, principles and skills
required for the Company. The criteria, process and coliective results of the assessment shall be
disclosed to ensure transparency and to allow sharcholders and stakeholders to determine il the
Board, the individual members, committees are performing their responsibilitics to the company
and allowing them to give their feedback 1o the Board.

The adoption of such performance evaluation system must be covered by a Board approval. Such
evaluation system shall provide for a Self-Evaluation Form to be distributed to members of the
Board of Directors and Board Commitlees for the purpose of rating each member, the Commitices
and the Board as a whole based on specific criteria identified by the CG Committee.

The establishment of such evaluation system, including the features thereof, shall be disclosed in
the Company’s annual report or in such form of report that is applicable 1o the Company.

Lvery three (3) years, the asscssment shall be supported by an external [acilitator. The use ol an
external facilitator in the assessment process increases the objectivity of the same. The external
facilitator can be any independent third party such as, but not limited to, a consulting firm,
academic institution or pralessional organization,

During the evaluation, directors shall be afforded the opportunity (o identify arcas lor
improvement in the performance of their duties and responsibilitics.
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D

B.

PART VI]
COMMUNICATION PROCLSS

This Manual and Corporate Governance, policies, programs and procedures shall be available for
inspection by any stockholder of the Company at the Investar Relations Office during reasonable
hours on business days and shall also be available in the Company’s website.

The Code of Business Conduct and Ethics and internal policies shall be properly disseminated
across the organization and shali be disclosed in the Company’s website,

All directors, executives, division and department heads are (asked to ensure the thorough
dissemination of this Manual to all employees and related third parties, and to likewise enjoin
compliance in the process.

An adequate number of printed copies ol this Manual must be reproduced and distributed 1o all
departments/subsidiaries with a minimum of at least one (1) hard copy of the Manual cach.

The Company shall provide timely and up-to-date information relevant lo investors’ decision-
making, as well as to other inicrested stakeholders. Public, material and relevant information shall
be posted in the official website., Relevant information intended to certain users shall be
disseminated through official correspondence.
PART VIII
TRAINING PROCESS

IT necessary, funds shall be allocated by the CFO or its equivalent ofTicer for the purpase of
conducting an orientation program ar workshop to operationalize this Manual.

A director shall, before assuming as such, be required to attend a seminar on cerporale
governance which shall be conducted by a duly recognized private or government institule.

To promote eflective Board performance and continuing qualilication of the directors in
carrying out their duties and responsibilities, an annual continuing training shalf be required
1o be undertaken by each director for at least four (4) hours.

The Company shall assess the training and development needs of the directors, olficers and
employees in determining the coverage of the continuing training program.
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PART IX
COMMITMENT TO GOOD CORPORATE GOVERNANCE
This Manual shall be made available for inspection by any stockholder at reasonable
hours on business days.
PART X
PENALTIES FOR NON-COMPLIANCE
1. To strictly observe and implement the provisions of this manual, the following
penalties shall be imposed, after notice and hearing, on the company’s directors, officers,

staff, subsidiaries and affiliates and their respective directors, officers and staff in case of
violation of any of the provision of this Manual:

Reprimand

Suspension from office

Second Violation | Duration of the suspension shall depend on the gravity of the
violation.

Removal from office.

Third Violation | With regard to directors the provision of Section 28 of the
Corporation Code shall be observed.

First Violation

2, The Compliance Officer shall be responsible for determining violation/s through and
reporting the same to the Corporate Governance Committee. The Corporate Governance
Committee shall conduct a hearing to determine the imposable penalty of the erring
individual and recommend such penalty to the Board for approval.

P 0 S8. 800
Chajrptan of the Board
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