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AMENDED MANUAL ON CORPORATE GOVERNANCE -~ = '/

The Board of Directors and Management of Jardine Davies Inc, hereby commit

themselves to the principles and best practices contained in this Manual. for the
attainment of the Corporation's goals and ohjectives.

. OBJECTIVE

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

The Board of Directors and Management believe that corporate governance is a
necessary component of sound strategic business management and will

therefore undertake every effort necessary to create awareness within the
organization

Il. COMPLIANCE SYSTEM, DIRECTORS AND CERTAIN OFFICERS

1. Compliance Officer

1.1.  To insure adherence to corporate principles and best practices the
Board of Directors shall designate a Compliance Officer He shall
have direct reperting responsibilities to the Board.

1.2.  He shall perform the following duties:

o Menitor compliance with the_pravisions and requirements
Manual,

o Appear before the Securities and Exchange Commission upon
summon an similar matiers that need to be clarified: I

iy

o Determine violation/s of this Manual and recommend passibie

penalty for violation thereof for further review and approval of the
Board, )

o Issue a certification every January 30" of the year on the extent
of the Corporation's compliance with this Manual for the
completed year explaining the reascon/s for its deviationis if any.
and

Identify, monitar and control compliance risks.

1.3.  The appointment of the Compliance Officer shall be immediately
disclosed to the Securities and Exchange Commission on SEC Form
17-C. All correspondence relative to his functions as such shall pe
addressed to said Compliance Officer.;,

| ¥
i
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2. The Board of Directors

&k

2.2,

2.3.

2.4.

Compliance with the principles of good corporate governance shall
start with the Board of Directars,

It shall be the Board's responsibility to foster the success of the
Corporation and secure its sustained competitiveness in a manner
consistent with its fiduciary responsibility, which it shall exercise in
the best interest of the Corporation, its shareholders, management
and staff. The Board shall conduct itself with utmost honesty and
integrity in the discharge of its duties, functions and responsibilities

General Responsibility

A director's office 1s one of trust and confidence, He shall acl in 3
manner characterized by transparency, accountability and fairness

Duties and Functions of the Board

To insure a high standard of best practice for the Corpaoration and its
stakeholders, the Board shall:

o Install a process of selection to ensure a mix of comipetent
directors and officers:

o Determine the Corporation's purpose, its vision and mission and
strategies to carry out its objectives:

Ensure that the Corporation complies with all relevant laws,
regulations and codes of best business practices:

]

0

Formulate a clear policy on communicating or relating with
shareholders and other persons holding securities of the
Corporation through an effective investor relations program,

o Adopt a system of internal checks and balances:

o |dentify key risk areas and key performance indicators and
monitor these factors with due diligence

o Properly discharge Board functions by meeting regularly
Independent views during Boeard meetings shall be given due
consideration and all such meetings shall be duly covered by
minutes; and

Keep Board authorily within the powers of the Corporation as
prescribed in the Ardicles of Incorparation, By-Laws and in

existing laws. rules and regulations
i
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2.5.

2.5,

2.7,

Specific Duties and Responsibilities of Each Director

A director shall have the following duties and responsibilities

Q

(]

[#]

Act with faimess in all its dealings with the Corporation and
ensure that his own personal interests do not affect his decisions
in the Board level;

Devote sufficient time and attention to properly discharge his
duties and responsibilities:

Act judiciously and exercise independent judgement,

Have a working knowledge of the statutory and regulatory
requirements affecting the Corporation, including the contents of
its Articles of Incorporation and By-Laws, the requirements of the
Securities and Exchange Commission, and where applicanle
the reguirements of other regulatory agencies

Observe confidentiality except in matters already disciosed
publicly; and

Ensure the continuing soundness, effectiveness and adequacy
of the Corporation's control environment

Qualifications of a Director

Each Director of the Corporation must possess all the following
gualificatians:

0

A holder of at least one (1) share of stock of the Corporation,
a At least a college graduate;
o At least twenty one (21) years of age,

o Possessing proven integrity and probity: and

Of good meral character, .
Permanent Disqualification of a Director

Any of the following shall be a ground for permanent
disqualification of a Director of the Corporatian:

o Conviction by final judgment of a crime involving maoral
turpitude or fraudulent act or transgressions

o Conviction by final judgment of an offence punishable by

!

imprisonment for a period exceeding six (6) years, or a,
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2.8,

L]

0

&)

violation of the Carporation Code. committed within five (5)
years prior to the date of his election or appointment;

Willfully violating, or aiding, abetting, counseling, inducing or
procuring the violation of any provision of the Securities
Regulation Code, the Corporation Code, or any other law
administered by the Securities and Exchange Commission
("SEC”) or Bangko Sentral ng Pilipinas ("BSP"}, or any rule,
regulation or order of the SEC or BSP, as finally found by the
SEC or any government agency having jurisdiction:

Insclvency, receivership. or assignment of assets for the
benefit of creditors:

Being found guilty by a foreign court or equivalent financial
regulatory authority of acts, violations or misconduct similar to
any of the acts, violations or misconduct listed in the foregoing
paragraphs, and

(In the case of independent directors) upon employment with
the Corporation (which shall be a ground for disqualification as
an independent director)

Temporary Disqualification of a Director

Any of the following shall be a ground for the tempaorary
disqualification of a Director of the Corporation:

o

Refusal to fully disclose the extent of his business interest as
required under the Securities Regulation Code and its
Implementing Rules and Regulations. This disqualification
shall be in effect as long as his refusal persists:

Absence or non-participation for whatever reason/s for more
than fifty percent (50%) of all meetings, both regular and
special, of the Board of Directors during his incumbency This
disqualification applies for purposes of the succeeding
election;

Dismissalitermination from directorship in  another listed
corporation for cause. This disqualification shall be in effect
until he has cleared himself of any invalvement in the alleged
rregularity,

Being under preventive suspension by the Corporation, if an
executive Director, during the period of suspension: and

Conviction at first instance of any crime constituting grounds
for the disqualification of a director, and during the pendency of
any appeal
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The Chief Executive Officer and Executive Directors

The Chief Executive Officer and executive directors of the Corpaoration shall
limit the number of directorships and officerships held outside the
Corporation or its subsidiaries and affiliates. In any case, the capacity of
directors to serve the Corporation with diligence shall not be compromised

Independent Directors
Independent, non-executive directors who serve as full-time executives in
other corporations shall limit the number of directorships and officerships

held outside the Corporation or its subsidiaries and affiliates. |In any case,

the capacity of directors to serve the Corporation with diligence shall not be
compromised

The Corporate Secretary

The Corporate Secretary is an officer of the Corporation. As such, he owes
loyalty to the Corporation and the Board.

5:1. Qualifications of the Corparate Secretary
o A Filipine citizen,

o With adequate administrative and interperscnal skills: and

]

If not the general ccunéél, must be trained in law and
preferably, a lawyer, or at least have some legal, financial or
accounting skills.

5.2. Duties and Responsibilities of the Corporate Secretary

The Caorporate Secretary shall have the following duties and
responsibilities:

o Gather and analyze all documents, records and other
information essentia! to the conduct of his duties and
responsibilities to the Corporation:

o Prepare the agenda and send oul nelices for all shareholders
and Board meetings, whether reqular or special, within the
retevant period and in accordance with the requiremants of the
By-laws of the Corporation;

o Whenever required, assist the Board in making business
judgment in good faith and in the performance of its
responsibilities and obligations.
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Attend all Board meetings and maintain records of the same
and

o Submit and file with the SEC all required periodic reports and
disclosures of material events, and if required by the SEC, an
annual certification as to the attendance of the directors during
the Board meetings.

. BOARD COMMITTEES

To aid in complying with the principles of goad corporate governance, the Board
shall constitute an Audit Committee, which shall report directly to the Board'

1. Composition

The Audit Committee shall be composed of five {5) members of the Board,
one (1) of whom shall be an Independent Director who shall act as the
Chairman. Each member should have an adeguate understanding of the
Corporation's financial management systems and envirenment.

2. Duties and Responsihilities

The Audit Committee shall have the following duties and responsibilities:

0

(o]

Check all financial reports for gompliance with internal financial
management requirements, general accounting standards, and
regulatory requirements;

Perform oversight financial management functions specifically in the
areas of managing credit, market. liguidity, operational legal ard other
risks of the Corporation, and crisis management,

Fre-approve all audit plans, scope and frequency at least one (1) maonth
before the conduct of external audit:

Perform direct interface functions with the internal and extarnal auditors:

Develop a transparent financial management system that will ensure
the integrity of internal control activities throughout the Corporation
through a step-by-step procedures and policies handbook that will be
used by the entire organization; and

Elevate to international standards the accounting  and  auditing
processes, praclices and methodologies, and develop the following In
relation to this reform:
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A definitive timetable within which the accounting system of the

Corporation will be 100% International Accounting Standard (IAS)
compliant,

b, An accountability statement that will specifically identify officers

and personnel directly responsible for the accomplishment of such
task.

IV. EXTERNAL AUDITOR

1.

The Carp

SHAREHOLDERS' RIGHTS

An external auditor shall maintain an environment of good corporate
governance in the preparation of financial records and reports of the
Corporation and shall be appointed by the shareholders al each
Annual Meeting of the Corporation upon the recommendation of the
Audit Committee,

The external auditor shall not at the same time serve as an internal
auditor of the Corporation. The Corporation shall ensure that other

nen-audit wark shall not be in conflict with the functions of the external
auditor,

The Corporation's external auditor, or the handiing partner in case the
external auditor is an auditing firm, shall be rotated or changed every
five (5) years or often,

It an external auditor believes that any of the statements made in the
Corporation's annual report. information statement or proxy statement
filed during his engagement is incorrect or incomplete. he shall
present his views in such reporis

In case of resignation. dismissal or cessation from service of the
Corporation's external auditor, the same shall be reparted in the
Corporation's annual and current reports, including the effectivity date
thereof. The report shall include a discussion of any disagresment
with such former external auditor on any matter of accounting
principles or practices, financial statement disclosure or audi: ng
scope or procedure.

oration recognizes that the most cogent preof of good corporate

governance is that which is visible to the eyes of its investors. Therefore the
following provisions are issued for the guidance of all parties concerned as a
governance covenant between the Corporation and all its shareholders:

1. Votin

1.T:

g Right

Shareholders shall have the right to elect, remove and replace
directors and vole on certain corporate acts in accordance with the
Corporation Code.



Jardine Davies In
Manual on Corporate Guvernance
Page 8 of 11

1.2, Cumulative voting shall be used in the election of directors

1.3. A director shall not be removed without cause if it will deny minority
shareholders representation in the Board.

2. Pre-emptive Rights

All shareholders shall have pre-emptive rights to acquire new shares from
the capital stock of the Corporation, unless the same is denied in the
Articles of Incorporation or an amendment thereto, The Articles of
Incorporation provide for the specific rights and powers of shareholders with
respect to the shares they hald, all of which shall ke protected by law so
leng as they shall not be in conflict with the Corparation Code.

3. Power of Inspection

Shareholders shall be allowed to inspect corporate books and records,
ncluding minutes of Board meetings and stock registries, for a legitimate
purpose within reasonable business hours and in accordance with tha
Corparation Code. They shall also be furnished with annual reports
including financial statements, without cost or restrictions.

4. Right to Information

4.1.  Sharehoiders shall be entitled, upon reguest, to receive copies of all
reports submitted or required lo be submitted to the SEC and
Philippine Stock Exchange ("PSE"), and such ather information they
may reqguest in connection with their shareholdings or the aperations
and financial results of the Corporations.

4.2.  Shareholders owning one-third {1/3) or more of the Carporation's
outstanding shares entitled to vole shall be granted the right to
propose the holding of a meeting, and the right to propose items in
the agenda of the mesting, provided the items are for legitimate
business purposes,

5. Right to Dividends

5.1, Shareholders shall have the right to receive dividends subject to the
discretion of the Board and the compliance with requirements under
the Corporation Code.

5.2, The Corporation shall declare dividends when its retained 2armings
are in excess of 100% of its paid-in capital stock except: a)  when
justified by definite corporate expansion projects o programs
approved by the Board, or b) when the Corporation is prohibited
under any loan agreement with any financial institution or creditor,
whether local or foreign, from declaring dividends without ite
consent, and such consant has not been secured or c) when it can

i
!
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be clearly shown that such retention is necessary under special
circumstances obtaining in the Corporation, such as when there is a
need for special reserve for probable contingencies.

Appraisal Right

Shareholders 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 Corporation Code of the Philippines, under any of the
following circumstances:

o In case of any amendment to the Articles of Incorporation, which has
the effect of changing or restricting the rights of shareholders or any
class of shares, or of authorizing preferences in any respect superior to
those of outstanding shares of any class, or of extending or shortening
the term of the Corporation's corporate existence;

¢ In case of sale, lease, exchange, transfer, mortgage, pledge or other
dispesition of all or substantially all of the corporate property and assets
as provided in the Corporation Code; and

a In case of merger or consclidation of the Corporation with another
corporation

Directors' Duties in Protection of Shareholders' Rights

It shall be the duty of the directors of the Corporation to promote
shareholders’ rights, remove impediments to the exercise of shareholders
rights and allow opportunities for them to seek redress for violation of their
rights, They shall encourage the exercise of shareholders' voting rights and
the solution of collective action problems through appropriate mechanisms.
They shall employ all possible means to minimize costs and other
administrative or practical impediments to shareholders participating in
meetings and / or vating in person. The directors shall alsc pave the way far
the electronic filing and distribution of shareholder information necessary to
make informed decisions subject to legal constraints

VI. REPORTS AND DISCLOSURES

1.

Reports or disclosures required under this Manual and under the
regulations of the SEC and PSE shall be prepared and submitted to the
SEC and PSE by the Corporation's Compliance Officer.

All material information, e, those which could potentially affect the
Corporation's share price, shall be publicly disclosed. Such information
shall include, ameng others, earnings results, acquisition or disposal of all
or substantially all of the assets of the Carporation, changes in the
composition of the Board, related party transactions, shareholdings cof
directors and change of control,

J}’_,-
i
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All such material information about the Corporation shall not be
disclosed to any person, unless proper and simultaneous disclosure
is made to the PSE and the SEC for the information of the public.
This however shall not apply to disclosures made to (i) a person who
is bound by duty to maintain trust and confidence to the Corporation
such as but not limited to its auditors, legal counsels, investments
bankers, fund or plan trustees and financial advisers; and (ii) a
person who agrees in writing to maintain in strict confidence the
disclosed material information and will not take advantage of it for his
personal gain. All disclosures of material information shall be made
known to the Compliance Officer. [ As amended during the meeting of
the Board of Directors of the Corporation held on 17 March 2004, |

All disclosures of material information, as well as regular and periodic
reports required of the Corporation, shall be submitted and filed in such form

and in accordance with the manner and procedure set out in the regulations
of the PSE and the SEC.

VIL. INSPECTION AND DISSEMINATION OF INFORMATION

j

Inspection by Shareholders

This manual shall be available for inspection by any shareholder of the
Corporation at reasonable hours on business days.

Dissemination of information "

2.1. All directors, executives, division and department heads are tasked to
ensure the thorough dissemination of this Manual to all employees
and to enjoin compliance in the process.

2.2, An adeqguate number of printed copies of this Manual shall be
reproduced under the supervision of the Compliance Officer, with a
minimum of at least one (1) hard copy of the Manual per department.

2.3. |f necessary, the President of the Corporation shall cause the canduct
of orientation programs or workshops within the Corporation for the
purpose of disseminating the contents of this Manual and providing
opportunity for familiarization by management and other officers of the
Corporation of the content hereof, Such workshops shall also be used
for the purpose of reviewing existing business processes and
practices to determine compliance with this Manual. |f inconsistent
with this Manual, all such existing business processes and practices
shall be amended to comply with the terms of the Manual

VI, APPROVAL AND EFFECTIVITY

This Amended Manual was approved this 17" day of March 2004 and shall take
effect mmediateiy.f/

/
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IX. REVIEW AND AMENDMENTS

This Manual shall be subject to annual review by the Board of Directors. All

amendments, to be effective, shall be approved by the majority vote of the
Board.

ALOYSIUS AYCO
Chairman of\thg Boayd

ST b Aias v [ Ld e~
MARISE V. M RQU?K )
Corporate Secretary ¢
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