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A. BOARD MATTERS 
 

1) Board of Directors 
 

Number of Directors per Articles of Incorporation Seven (7) 

  

Actual number of Directors for the year Seven (7) 

 

(a) Composition of the Board 
 

Complete the table with information on the Board of Directors: 
 

 
Director’s Name 

 

Type 
[Executive 
(ED), Non-
Executive 
(NED) or 

Independent 
Director (ID)] 

 
If 

nominee, 
identify 

the 
principal 

 
 Nominator in 

the last election 
(if ID, state the 

relationship with 
the nominator) 

 

Date  first 
elected 

Date last elected 
(if ID, state the 

number of years 
served as ID)1 

Elected 
when 

(Annual 
/Special 
Meeting) 

 
No. of 
years 

served 
as 

director 

 Oscar M. Lopez ED Lopez, 
Inc. 

Lopez, Inc. June 8, 
1993 

May 28, 2015 Annual 22 
 

Manuel M. Lopez ED Lopez,  
Inc. 

Lopez, Inc. June 8, 
1993 

May 28, 2015 Annual 22 
 

Eugenio Lopez 
III 

ED Lopez, 
Inc.  

Lopez, Inc. June 8, 
1993 

May 28, 2015 Annual 22 

 Washington Z. 
Sycip 

ID  N/A Ma. 
Concepcion 
Borja  

April 30, 
1997 

May 28, 2015 
(3 years ID) 

Annual 18 
 

 Cesar E.A. 
Virata 

ID  N/A Ma. 
Concepcion 
Borja 

July 9, 
2009 

May 28, 2015 
(3 years ID) 

Annual 6 

Monico V. Jacob  ID N/A Ma. 
Concepcion 
Borja 

May 30, 
2013 

May 28, 2015 
(2 years ID) 

Annual 2 

Salvador G. 
Tirona 

ED Lopez, 
Inc. 

Lopez, Inc. June 10, 
2010 

May 28, 2015 Annual 5 

 
 

(b) Provide a brief summary of the corporate governance policy that the board of directors has adopted. Please 
emphasis the policy/ies relative to the treatment of all shareholders, respect for the rights of minority 
shareholders and of other stakeholders, disclosure duties, and board responsibilities. 

 
The Board believes that good corporate governance is a necessary component of what constitutes sound 
strategic business management and would improve the economic and commercial prosperity of the 
Corporation and ultimately, the stockholders. The Board adopted a Manual of Corporate Governance to 
institutionalize corporate governance principles.  The Corporation subscribes to all the rules and regulations 
of the SEC and of the Philippine Stock Exchange (PSE).  

The company encourages its shareholders to attend and participate in stockholders’ meetings either in person 
or by proxy.  All stockholders are entitled to attend stockholders meetings which are held in venues easily 
accessible to investors, including institutional investors.  Annual and special stockholders’ meetings shall be 
conducted by the Board in a fair and transparent manner. The Board recognizes that shareholders, including 
non-controlling shareholders, have the right to nominate, vote for, remove and replace directors and vote on 
certain corporate acts pursuant to the Corporation Code, the Articles of Incorporation and the By Laws. 
 
The Corporation Code of the Philippines (the “Corporation Code”) requires the following matters to be 
approved by stockholders, and as such our stockholders have the right to vote on the same: 
 

1) Amendment of the articles of incorporation and by-laws (Sections 16, 48 and 103); 

                                                 
1
 Reckoned from the election immediately following January 2, 2012. 
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2) Increase or decrease in capital stock, and incurring, creation of or increase in bonded indebtedness 

(Section 38);  

3) Extending or shortening of the corporate term (Section 37);  

4) Sale of all or substantially all assets of the corporation (Section 40); and 

5) Denial of pre-emptive rights (Section 39). 

 

Pursuant to the Corporation Code, our shareholders enjoy pre-emptive rights to subscribe to issuances or 
disposition of shares of the corporation.   
 
All our shareholders have the right to nominate and vote for directors of the corporation. Our by-laws provide 
that all nominations for directors should be in writing and submitted to the corporate secretary at least ten (10) 
calendar days before the date of the stockholders meeting.       
 
With respect to the election of directors, stockholders may vote such number of shares for as many persons 
as there are directors to be elected or he may cumulate said shares and give once candidate as many votes 
as the number of directors to be elected or he may distribute them on the same principle among as many 
candidates as he shall see fit, provided that the total number of votes cast by him shall not exceed the 
number of shares owned by him multiplied by the whole number of directors to be elected. 
 
Voting upon all matters included in the agenda of a stockholders meeting shall be by shares of stock. One 
share has one vote. A stockholder may vote at all meetings the number of shares registered in his name 
either in person or by proxy. Stockholders shall be apprised ahead of time of their right to appoint a proxy in 
case they are unable to attend in person.  Subject to the requirements of the by-laws, the exercise of that right 
shall not be unduly restricted, and any doubt about the validity of a proxy shall be resolved in the 
stockholder’s favor. It is the duty of the Board to promote the rights of the stockholders, remove impediments 
to the exercise of those rights and provide an adequate avenue for them to seek timely redress for breach of 
their rights. The Corporation shall not put up barriers or impediments that shall prevent shareholders from 
consulting or communicating with one another.   
 
Shareholders shall have the right to receive dividends as may be determined by the Board. They are allowed 
to inspect corporate books and records at reasonable hours during business days in accordance with Section 
74 of the Corporation Code. 
 
The essence of corporate governance is transparency. The more transparent the internal workings of the 
corporation are, the more difficult it will be for management and dominant stockholders to mismanage the 
corporation or misappropriate its assets. The shareholders have the right to receive timely and transparent 
information about the Corporation. The Corporation shall disclose any practice that may lead to the award of 
disproportionate voting rights to select shareholders such as through shareholders’ agreements, voting caps, 
and multiple voting rights for certain shares. 
 
All directors and officers are required to disclose any interest in any transactions of the Corporation that may 
place them in a conflict of interest position. If an actual or potential conflict of interest should arise, it should 
be fully disclosed and the concerned director should not participate in the decision-making process. 
 
All dealings and transactions in the Corporation’s shares by any director or officer shall be disclosed within 
three (3) days after the transaction.   

The directors, officers, and key employees of the Corporation are required to observe confidentiality of 
material, inside, non-public information acquired by reason of their office and will not use and/or disclose any 
information to any other person without the authority of the Board.  
 
The Corporation considers insider trading a very serious offense, and within legal bounds, shall not permit the 
continued service of any director, officer, or employee who has been convicted of insider trading. 
   
The directors and officers of the Corporation are required to always put the interest of the Corporation above 
personal interest. Except for salaries and other employment benefits, the directors and officers shall not 
directly derive any personal profits or advantage by reason of their positions in the Corporation. 
 
Under Section 3.5 of the Corporation Code, the Board of Directors is required to conduct itself with honesty 
and integrity in the performance of their responsibilities, among which are to:  
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a. ensure that adequate procedures, systems and practices that protect the Corporation’s assets 
and reputation are in place and are maintained;   

 
b. monitor the effectiveness of management policies and decisions; 

 
c. provide sound strategic policies and guidelines on major capital expenditures, and establish 

programs that can sustain the Corporation’s long-term viability and strength;   
 
d. ensure that the Corporation communicates with shareholders and other stakeholders effectively 

by providing them with relevant, accurate, and timely information;    
 
e. adopt a system of check and balance within the Board; 
 
f. identify key risk areas and performance indicators and  monitor these factors with due diligence to 

enable the Corporation to anticipate and prepare for possible threats to its operational and 
financial viability; 

 
g. formulate and implement policies and procedures that would ensure the integrity and 

transparency of related party transactions, and that they are fair and at arm’s length; 
 

(c) How often does the Board review and approve the vision and mission?  
The Manual of Corporate Governance requires that the Board review and approve the vision and mission 
every year. The Board last reviewed and approved the vision and mission on August 25, 2015. 

 

 
(d) Directorship in Other Companies 

 

(i) Directorship in the Company’s Group
2
 

 

Identify, as and if applicable, the members of the company’s Board of Directors who hold the office of 
director in other companies within its Group: 
 

Director’s Name  
Corporate Name of the  

Group Company 

Type of Directorship (Executive, Non-
Executive, Independent).  Indicate if 

director is also the Chairman. 

Oscar M. Lopez First Philippine Holdings Corporation 
(FPH) 
First Gen Corporation (FGC) 
Energy Development Corporation 
FGHC International Limited 
FPH Fund 
FPHC International, Inc. 
First Balfour, Inc. 
First Philippine Conservation, Inc. 
Lopez Group Foundation, Inc. 
First Philippine Electric Corporation 
First Philec Solar Solutions Corp. 
First Sumiden Realty, Inc. 
First Philippine Industrial Park, Inc. 
FPIP Property Developers & Management 
Corp. 
FPIP Utilities, Inc. 
First Philippine Realty Corporation 
Grand Batangas Resort Development, 
Inc. 
Rockwell Land Corporation 
Asian Eye Institute, Inc. 
FPH Capital Resources, Inc. 
First Philippine Industrial Corporation 

Chairman Emeritus,  
Non-Executive Director (NE)  
Chairman Emeritus, NE 
Chairman Emeritus, NE 
Chairman, Executive Director (ED) 
Chairman, ED 
Chairman, ED 
Chairman Emeritus, NE 
Chairman Emeritus, NE 
Chairman, ED 
Chairman Emeritus, NE 
Chairman Emeritus, NE 
NE 
Chairman Emeritus, NE 
 
Chairman, NE 
Chairman, NE 
Chairman Emeritus, NE 
 
Chairman Emeritus, NE 
Chairman Emeritus, NE 
Chairman, ED 
Chairman Emeritus, NE 
Chairman Emeritus, NE 

 

                                                 
2
 The Group is composed of the parent, subsidiaries, associates and joint ventures of the company. 
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First Philippine Properties Corporation 
First Philippine Utilities, Corp. (Formerly: 
First Philippine Union Fenosa, Inc.) 
Securities Transfer Services, Inc. 
Adtel, Inc. 
ABS-CBN Holdings Corp. 
Inaec Aviation Corp 
Inaec Business Solutions, Inc.  
Eugenio Lopez Foundation, Inc.  
Lopez Group Foundation, Inc.  
ABS-CBN Corporation 
Lopez, Inc. 

Chairman Emeritus, NE 
Chairman Emeritus, NE 
 
Chairman Emeritus, NE 
Chairman, NE  
Chairman, ED   
Chairman, ED  
Chairman, ED  
Chairman, ED  
Chairman, ED  
NE 
ED 

Manuel M. Lopez Rockwell Land Corporation 
Bayan Telecommunications Holdings 
Corp. 
Indra Philippines, Inc. 
Rockwell Leisure Club 
Manila Electric Company 
Sky Vision Corp. 
Eugenio Lopez Foundation, Inc. 
Lopez, Inc. 
First Philippine Holdings (FPH) 
ABS-CBN Corporation (ABS-CBN) 

Chairman, ED 
Chairman, NE  
 
Chairman, NE  
Chairman, ED  
NE  
Chairman, NE  
ED  
ED 
NE 
NE 

 
 
 
 

Eugenio Lopez III Sky Cable Corporation 
ABS-CBN Corporation (ABS-CBN) 
First Philippine Holdings Corporation 
(FPH) 
First Gen Corporation 
First Philippine Realty Corporation 
Rockwell Land Corporation 
Sky Vision Corporation 

Chairman, NE  
Chairman, ED 
NE 
 
NE 
NE 
NE 
NE 

 

 

 

Salvador G. 
Tirona 

ABS-CBN Corporation 
Bayan Telecommunications, Inc.  
Bayan Telecommunications Holdings 

NE 
NE 
NE 

Washington Z. 
Sycip 

First Philippine Holdings Corporation 
Asian Eye Institute, Inc.  

Independent Director (ID) 

   

 
(ii) Directorship in Other Listed Companies 

 

Identify, as and if applicable, the members of the company’s Board of Directors who are also directors of 
publicly-listed companies outside of its Group: 
 

Director’s Name  Name of Listed Company 

Type of Directorship 
(Executive, Non-Executive, 
Independent).  Indicate if 

director is also the Chairman. 

Washington Z. 
Sycip 

Cityland Development Corporation 
MacroAsia Corp. 
Philippine National Bank 
Metro Pacific Investment Corp 
Belle Corporation 
Century Properties Group, Inc. 
Highlands Prime, Inc. 
PHINMA Group 
Philippine Airlines, Inc. 

Chairman, NE 
Chairman, NE 
NE 
ID 
ID 
ID  
ID 
ID 
NE 

 

 

Cesar E. A. Virata Rizal Commercial Banking Corporation 
RCBC Bankard Services Corporation 
Belle Corporation 
City and Land Developers, Inc. 

Vice-Chairman, NE  
Chairman, NE 
ID 
ID 

 

 

 

Monico V. Jacob STI Education Systems Holdings, Inc. ED 
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 2GO Group, Inc. 
Jollibee Foods Corp. 
Asian Terminals, Inc. 
Phoenix Petroleum Philippines, Inc. 
Century Properties Group, Inc. 

ID 
ID 
ID 
ID 
ID 

 
 

(iii) Relationship within the Company and its Group 
 

Provide details, as and if applicable, of any relation among the members of the Board of Directors, which 
links them to significant shareholders in the company and/or in its group: 

 

Director’s Name 
Name  of the  

Significant Shareholder 
Description of the relationship 

Oscar M. Lopez Lopez, Inc. President 

Manuel M. Lopez Lopez, Inc. Vice-Chairman 

Eugenio Lopez III Lopez, Inc. Treasurer 

   

 
(iv) Has the company set a limit on the number of board seats in other companies (publicly listed, ordinary 

and companies with secondary license) that an individual director or CEO may hold simultaneously? In 
particular, is the limit of five board seats in other publicly listed companies imposed and observed? If yes, 
briefly describe other guidelines: 

 
The Manual for Corporate Governance provides that a director should exercise sound judgment in 
accepting other directorships outside the Corporation.  He may accept directorships outside the 
Corporation which, in his opinion, do not hinder him from his obligation to diligently and efficiently 
perform his duties and functions in the Corporation.  

 

 
Guidelines 

Maximum Number of 
Directorships in other 

companies 

Executive Director Director’s judgment None 

Non-Executive Director  Director’s judgment None 

CEO Director’s judgment None 

 
(c) Shareholding in the Company 
 

Complete the following table on the members of the company’s Board of Directors who directly and indirectly 
own shares in the company: 

 

Name of Director  Number of Direct shares 
Number of  

Indirect shares / Through 
(name of record owner) 

% of 
Capital 
Stock 

Oscar M. Lopez 11,510,508 121,900 0.25% 
Manuel M. Lopez 7,783,897 17,505,000 0.55% 

Eugenio Lopez III 3,724,365   0 0.08% 

Salvador G. Tirona 204,724   0 0.00% 

Monico V. Jacob 1 0 0.00% 

Washington Z. Sycip 1 0 0.00% 

Cesar E.A. Virata 1 0 0.00% 

TOTAL 23,223,497 17,626,900 0.88% 
 

2) Chairman and CEO 
 

(a) Do different persons assume the role of Chairman of the Board of Directors and CEO?  If no, describe the 
checks and balances laid down to ensure that the Board gets the benefit of independent views. 

 

Yes (v)  No (vi)  
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  Identify the Chair and CEO: 
 

Chairman of the Board Manuel M. Lopez 

CEO Manuel M. Lopez 

President Salvador G. Tirona 

  
(b) Roles, Accountabilities and Deliverables 
 

Define and clarify the roles, accountabilities and deliverables of the Chairman and CEO. 
 
 
 

Chairman Chief Executive Officer 

Role Preside at all meetings of the Board. 
 
Maintain lines of communication and 
information between the Board and 
management. 
 
Exercise such powers as may be 
conferred on him by the Board. 
 
Listen to any governance-related issues 
that any non-executive independent 
director may raise. 
 
Take into consideration the suggestions 
of the CEO, management and the 
directors. 
 

Be in charge of the general 
management and administration of 
the Corporation.   
 
 

Accountabilities Ensure that the meetings of the Board 
are held in accordance with the By-
Laws or as the Chairman may deem 
necessary. 
 
Ensure that the Board exercises strong 
oversight over the Corporation and 
management such that the prospect of 
any corporate scandal is minimized if 
not totally eliminated. 
 
Ensure that proper checks and 
balances are laid down to ensure that 
the Board gets the benefit of 
independent views and perspectives in 
the event that one (1) person occupies 
the positions of CEO and Chairman. 
 
Disclosure of the relationship between 
the Chairman and the CEO, if any, to 
the Securities and Exchange 
Commission or such other regulatory 
agency as may be required by law. 
 
 

Ensure that proper checks and 
balances are laid down to ensure 
that the Board gets the benefit of 
independent views and perspectives 
in the event that one (1) person 
occupies the positions of CEO and 
Chairman. 
 
Disclosure of the relationship 
between the Chairman and the CEO, 
if any, to the Securities and 
Exchange Commission or such other 
regulatory agency as may be 
required by law. 
 

Deliverables Agenda of board meetings. 
 
Holding of board meetings.  
 
Efficiently functioning board.  
 

Provide information on the 
performance of the Corporation. 
 
Together with management, propose 
strategies, policies and general 
directions to the Board. 
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Address satisfactorily any governance-
related issues that any non-executive 
independent director may raise. 
 
 

 
Oversee the implementation of 
Board approved strategies, policies 
and general directions. 
 

 
3) Explain how the board of directors plan for the succession of the CEO/Managing Director/President and the top 

key management positions? 
  
Under Section 11 of the Manual for Corporate Governance, the Corporation shall adopt a professional 
training and development program for its employees and officers as well as succession planning for 
senior management and key positions in the Corporation. 

 
Under its charter, the Compensation and Remuneration Committee shall, as may be necessary, review 
the potential career paths for selected executives and corporate officers and a management succession 
plan as developed by the Chief Executive Officer and/or Chief Operating Officer.  

 
4) Other Executive, Non-Executive  and Independent Directors 
 

Does the company have a policy of ensuring diversity of experience and background of directors in the board?  
Please explain.   
 
Yes, under its charter, the Nomination, Election and Governance Committee is tasked with ensuring that  
through a managed and effective system consistent with the By-Laws, Board elections are made that 
provide a mix of proficient directors, each of whom is able to add value and to bring prudent judgment to 
bear on the decision-making process. The Committee is also tasked to review the structure, size and 
composition of the Board of Directors and make appropriate recommendations thereto. 

 
Does it ensure that at least one non-executive director has an experience in the sector or industry the company 
belongs to? Please explain. 
 
Yes.  The non-executive director and independent directors have been members of the Board for a 
number of years, and as such have already had extensive experience in the sector or industry where the 
Company and its subsidiaries belong.   

 
Define and clarify the roles, accountabilities and deliverables of the Executive, Non-Executive and Independent 
Directors: 

 
 

 Executive Non-Executive Independent Director 

Role 

Executive directors 
provide leadership for 
the business of the 
company .The CEO is 
the Chief  
Implementer; the COO 
manages the day-to-
day matters; the CFO 
attends to the 
financials of the 
Company. 

 
The Non-Executive 
directors draw from 
their management 
experience and 
knowledge of the 
business to enhance 
decision-making, as 
well as the working 
relationship, between 
management/ 
executive directors 
and independent 
directors. 

Independent directors provide 
impartial guidance and advice to 
the board based on their 
competence and expertise 

Accountabilities 

 
It is the directors (executive, non-executive and independent) responsibility to foster 
the long-term 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, and in proper cases, its shareholders as a whole. 
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Deliverables 

 
The Executive 
directors propose 
strategies, policies and 
general directions to 
the Board. 
 
 
They oversee the 
implementation of the 
approved strategies, 
policies and general 
directions. 

 
The Non-Executive 
Directors provide 
assurance of the 
fairness and 
reasonableness of 
management plans,  
 
proposals and actions. 

The Independent Directors 
provide stronger assurance of 
the fairness and reasonableness 
of management plans, proposals 
and actions. 

 

 
Provide the company’s definition of "independence" and describe the company’s compliance to the definition.  
 
Under Item 4.1.4 of the Manual for Corporate Governance an independent director shall mean a person who, 
apart from his fees and shareholdings, is independent of management and free from any business or other 
relationship which could, or could reasonably be perceived to, materially interfere with the exercise of 
independent judgment in carrying out the responsibilities of a director.  
 
The Company also complies with SRC Rule 38.1, as amended by SEC Memorandum Circular No. 13  Series 
of 2004, and SEC Memorandum Circular No. 9 Series of 2009  on the requirements of independent directors. 
Under the same, an independent director:  
 

i. is not a director or officer or substantial stockholder of the Corporation or of its related companies 
or any of its substantial Shareholders (other than as an independent director of any of the 
foregoing);  

ii. is not a relative of any director, officer or substantial shareholder of the Corporation, any of its 
related companies or any of its substantial Shareholders. For this purpose, relatives includes 
spouse, parent, child, brother, sister, and the spouse of such child, brother or sister;  

iii. is not acting as a nominee or representative of a substantial shareholder of the Corporation, any 
of its related companies or any of its substantial Shareholders;  

iv. has not been employed in any executive capacity by the Corporation, any of its related 
companies or by any of its substantial Shareholders within the last two (2) years;  

v. is not retained as professional adviser by the Corporation, any of its related companies or any of 
its substantial Shareholders within the last two (2) years, either personally or through his firm;  

vi. has not engaged and does not engage in any transaction with the Corporation or with any of its 
related companies or with any of its substantial Shareholders, whether by himself or with other 
persons or through a firm of which he is a partner or a corporation of which he is a director or 
substantial shareholder, other than transactions which are conducted at arms length and are 
immaterial or insignificant;  

vii. is one who ceased to be a regular director in the preceding two (2) years prior to qualification as 
an independent director; and 

viii. formerly a Chairman Emeritus, Ex Officio director/officers or member of any Executive Advisory 
Board, or otherwise appointed in a capacity to assist the Board provided that, at least one (1) 
years has lapsed from such former capacity prior to his qualification as an independent director. 

 

When used in relation to a Corporation subject to the requirements above:  

i. Related Corporation means another Corporation which is: (a) its holding Corporation, (b) its subsidiary, or 
(c) a subsidiary of its holding Corporation; and  

ii. Substantial shareholder means any person who is directly or indirectly the beneficial owner of more than 
ten percent (10%) of any class of its equity security.  

 

An independent director shall have the following qualifications:  
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i. He shall have at least one (1) share of stock of the Corporation;  

ii. He shall be at least a college graduate or he shall have been engaged or exposed to the business of the 
Corporation for at least five (5) years;  

iii. He shall possess integrity/probity; and 

iv. He shall be assiduous.  

The Company’s independent directors are compliant with the above definition and requirements. 

 
Does the company have a term limit of five consecutive years for independent directors? 
 
The Company has adopted SEC Memorandum Circular No. 9, Series of 2011, on Term Limits for 
Independent Directors, which requires said five consecutive year term limit.  

 
If after two years, the company wishes to bring back an independent director who had served for five years, does it 
limit the term for no more than four additional years? Please explain. 
 

This has not been discussed or adopted as an actual situation has not presented itself as of 2012. 
 
5) Changes in the Board of Directors (Executive, Non-Executive and Independent Directors) 

 

(a)  Resignation/Death/Removal 
 

Indicate any changes in the composition of the Board of Directors that happened during the period: 
 

Name Position Date of Cessation Reason 

N/A    

    

 
 

(b) Selection/Appointment, Re-election, Disqualification, Removal, Reinstatement and Suspension 
 

Describe the procedures for the selection/appointment, re-election, disqualification, removal, reinstatement 
and suspension of the members of the Board of Directors.  Provide details of the processes adopted (including 
the frequency of election) and the criteria employed in each procedure: 

 

Procedure Process Adopted Criteria 

a.  Selection/Appointment 

    (i)  Executive Directors Written nominations received are 
forwarded to the Nomination, 
Election and Governance 
Committee (NEGC) by the 
Corporate Secretary.   
 
Pursuant to its charter, the NEGC 
pre-screens and short-lists all 
candidates to the Board in 
accordance with the Articles of 
Incorporation, By-Laws and the 
Manual for Corporate 
Governance. In screening, the 
NEGC must ensure that the 
nominees possess all the 
qualifications and none of the 
disqualifications provided by law, 
the Manual for Corporate 
Governance, the Articles and By-
Laws of the Corporation.  
 

The Manual for Corporate 
Governance (Item 4.1.3) sets out 
the following qualifications which a 
director must possess at the time 
of his election and throughout his 
term of office: 
 
(i) Holder of at least one (1) 
share of stock in the Corporation; 
and  
(ii) personal integrity, capacity to 
read and understand financial 
statements, absence of conflict of 
interest with the Corporation, 
(subject to the discretion of the 
Board), time availability and 
motivation.  
 
An independent director is required 
to be,  apart from his fees and 
shareholdings, independent of 

    (ii) Non-Executive 
Directors 

    (iii) Independent 
Directors 



13 

 

Upon passing upon the 
qualifications of the nominees, 
the NEGC makes 
recommendations to the Board 
on the qualified nominees for 
election as Directors.  

 

management and free from any 
business or other relationship 
which could, or could reasonably 
be perceived to, materially  
interfere with the exercise of 
independent judgment in carrying 
out the responsibilities of a director 
(Item 4.1.4 Manual for Corporate 
Governance). 

b.  Re-appointment 

    (i)  Executive Directors 

Written nominations for re-
election received are forwarded 
to the Nomination, Election and 
Governance Committee (NEGC) 
by the Corporate Secretary.   
 
The NEGC screens the nominees 
to ensure that they continue to   
possess all the qualifications and 
none of the disqualifications 
provided by law, the Manual for 
Corporate Governance, the 
Articles and By-Laws of the 
Corporation.   
 
Upon passing upon the 
qualifications of the nominees, 
the NEGC makes 
recommendations to the Board 
on the qualified nominees for re-
election as Directors.  

 

To be re-elected the director must 
continue to possess the  following 
qualifications at the time of his re-
election and throughout his  new 
term of office: 
 
(j) Holder of at least one (1) 
share of stock in the Corporation; 
and  
(ii) personal integrity, capacity to 
read and understand financial 
statements, absence of conflict of 
interest with the Corporation, 
(subject to the discretion of the 
Board), time availability,  
motivation, and performance the 
previous year. 
 
An independent director being re-
elected as such, is required to 
continue to be,  apart from his fees 
and shareholdings, independent of 
management and free from any 
business or other relationship 
which could, or could reasonably 
be perceived to, materially  
interfere with the exercise of 
independent judgment in carrying 
out the responsibilities of a 
director. 

    (ii) Non-Executive 
Directors 

    (iii) Independent 
Directors 

c. Permanent Disqualification 

    (i)  Executive Directors The Compliance Officer makes a 
determination of whether there 
has been a violation of the 
Manual for Corporate 
Governance relative to the 
permanent disqualification of a 
director. The Compliance Officer  
makes a recommendation to the 
Board.  
 
The Board asks the NEGC to  
review the recommendation of 
the Compliance Officer.  Based 
on its review, the NEGC makes a 
recommendation to the Board for 
its approval.  The Board takes up 
the matter and has the final 
decision on the permanent 
disqualification of a director.   

 

Item 4.1.5 of the Manual for 
Corporate Governance provides 
the following grounds for the 
permanent disqualification of a 
Director: 

 
a) Conviction by final 
judgment or order by a 
competent judicial or 
administrative body of any crime 
that (i) involves the purchase or 
sale of securities, as defined in 
the Securities Regulation Code 
(SRC); (ii) 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 

    (ii) Non-Executive 
Directors 

    (iii) Independent 
Directors 
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 floor broker; or (iii) arises out of 
his fiduciary relationship with a 
bank, quasi-bank, trust company, 
investment house or as an 
affiliate person or any of them; 
 
b) Final judgment or order of 
the SEC or any court or 
administrative body of competent 
jurisdiction which enjoins a 
person,  by reason of 
misconduct, from (i) acting as 
underwriter, broker, dealer, 
investment adviser, principal 
distributor, mutual fund dealer, 
futures commission merchant, 
commodity trading advisor, or 
floor broker; (ii) acting as director 
or officer of a bank, quasi-bank, 
trust company, investment 
house, or investment company; 
(iii) engaging in or continuing any 
conduct or practice in any of the 
capacities mentioned in sub-
paragraphs (i) and (ii) above, or 
willfully violating the laws that 
govern securities and banking 
activities. 
 
c) The disqualification shall 
also apply if such person is 
currently the subject of   an order 
of the SEC or any court or 
administrative body denying, 
revoking or suspending any 
registration, license or permit 
issued to him under the 
Corporation Code, SRC or any 
other law administered by the 
SEC or Bangko Sentral ng 
Pilipinas (BSP), or under any 
rule or regulation issued by the 
SEC or BSP, or has otherwise 
been restrained to engage in any 
activity involving securities and 
banking or such person is 
currently the subject of an 
effective order of a self-
regulatory organization 
suspending or expelling him from 
membership, participation or 
association with a member of 
participant of the organization; 
 
d) Conviction by final 
judgment or order by a court or 
competent administrative body of 
an offense involving moral 
turpitude, fraud, embezzlement, 
theft, estafa, counterfeiting, 
misappropriation, forgery, 
bribery, false affirmation, perjury 
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or other fraudulent acts;             
 
e) Final judgment or order of 
the SEC, court or competent 
administrative body to have 
willfully violated, or willfully 
aided, abetted, counseled, 
induced or procured the violation 
of any provision of the 
Corporation Code, SRC or any 
other law administered by the 
SEC or BSP, or any of  its rule, 
regulation or order;   
 
f) Employment as officer or 
employee or engagement as 
consultant of the corporation 
where he has been elected as an 
independent director;   
 
g) Judicial declaration of 
insolvency; 
 
h) Final judgment or order of 
a foreign court or equivalent 
financial regulatory authority of 
acts, violations or misconduct 
similar to any of the acts, 
violations or misconduct 
enumerated in sub-paragraphs 
a) to e) above;   and 
 
i) Conviction by final 
judgment of an offense 
punishable by imprisonment for 
more than six (6) years, or a 
violation of the Corporation Code 
committed within five (5) years 
prior to the date of his election or 
appointment.   

 

1. d.  Temporary Disqualification 

    (i)  Executive Directors The Compliance Officer makes a 
determination of whether there 
has been a violation of the 
Manual for Corporate 
Governance relative to the 
temporary disqualification of a 
director. The Compliance Officer  
makes a recommendation to the 
Board.  
 
The Board asks the NEGC to  
review the recommendation of 
the Compliance Officer.  Based 
on its review, the NEGC makes a 
recommendation to the Board for 
its approval.  The Board takes up 
the matter and has the final 
decision on the temporary 
disqualification of a director.   

Item 4.1.5 of the Manual for 
Corporate Governance provides 
the following grounds for the 
temporary disqualification of a 
Director: 
 

a) Refusal to comply with the 
disclosure requirements of the 
SRC and its Implementing Rules 
and Regulations. This 
disqualification shall be in effect 
as long as the refusal persists; 
 
b) Absence  in more than fifty 
percent (50%) of all meetings, 
both regular and special, of the 
Board  during his incumbency, or 
any twelve (12) month period 
during said incumbency, unless  

    (ii) Non-Executive 
Directors 

    (iii) Independent 
Directors 
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A temporarily disqualified director 
shall, within sixty (60) business 
days from such disqualification, 
take the appropriate action to 
remedy or correct the 
disqualification. If he fails or 
refuses to do so for unjustified 
reasons, the disqualification shall 
become permanent.  

 

due to illness, death in the 
immediate family or serious 
accident. The disqualification 
applies for purposes of the 
succeeding election; 
 
c) Dismissal or termination 
for cause as director of any 
corporation covered by the 
Revised Code of Corporate 
Governance. This disqualification 
shall be in effect until he has 
cleared himself of any 
involvement in the cause that 
gave rise to his dismissal or 
termination; and 
 
d) If any of the judgments or 
orders cited in the grounds for 
permanent disqualification has 
not yet become final. 
 
 

 
 

2. e.  Removal 

    (i)  Executive Directors After the process discussed 
above on the permanent 
disqualification of a director, is 
undertaken, the removal of the 
permanently disqualified director 
will be brought for consideration 
of stockholders.   
 
The commission of a serious 
violation of a material provision of 
this Manual by any member of 
the Board shall be sufficient 
cause for removal from 
directorship, after due notice and 
hearing. (Section 3.9 Manual for 
Corporate Governance) 
 
Pursuant to Section 28 of the 
Corporation Code, a director of 
the Corporation may be removed 
from office by a vote of the 
stockholders holding at least two-
thirds (2/3) of the outstanding 
capital stock. Such removal shall 
take place either at an annual 
stockholders meeting or at a 
special stockholders meeting 
called for the purpose. Notice 
must be sent to all stockholders 
with the inclusion in the agenda 
of the proposal to remove a 
director.  A special meeting of the 
stockholders for the purpose of 
removing a director must be 
called by the secretary on order 

The grounds for the permanent 
disqualification of a director under 
Item 4.1.5 of the Manual for 
Corporate Governance (cited in the 
discussion above on Permanent 
Disqualification), and the grounds 
for temporary disqualification, 
which when not rectified within the 
required period become permanent 
disqualifications, are the same 
grounds for the removal of a 
director.   
 
The Board shall take appropriate 
action for any violation of the 
Manual for Corporate Governance, 
after notice and hearing, on an  
individual director, such as  
removal from office depending on 
the gravity of the offense as well as 
the frequency of the violation. The 
commission of a serious violation 
of a material provision of the 
Manual by any member of the 
Board shall be sufficient cause for 
removal from directorship. (Section 
3.9 Manual for Corporate 
Governance) 
 
 
 
 

    (ii) Non-Executive 
Directors 

    (iii) Independent 
Directors 
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of the president or on the written 
demand of stockholders 
representing or holding at least a 
majority of the outstanding capital 
stock. Should the secretary fail or 
refuse to call the special meeting 
upon such demand or fail or 
refuse to give the notice, or if 
there is no secretary, the call for 
the meeting may be addressed 
directly to the stockholders  by 
any stockholder of the 
corporation signing the demand. 
Notice of the time and place of 
such meeting, and the intention 
to propose such removal, must 
be given by publication or by 
written notice as prescribed in the 
Corporation Code.  
 
The Board may take appropriate 
action for any violation of the 
Manual for Corporate 
Governance, after notice and 
hearing, on the individual 
directors, officers, and 
employees, such as censure, 
suspension or removal from 
office depending on the gravity of 
the offense as well as the 
frequency of the violation. 
 
 

f.  Re-instatement 

    (i)  Executive Directors Within sixty (60) business days 
from the date he is  disqualified, a 
temporarily disqualified director, 
must take the appropriate action 
to remedy or correct the 
disqualification. He shall inform 
the Compliance Officer of his 
remedial action.   
  
The Compliance Officer makes a 
determination of whether the 
temporarily disqualified director 
has complied with the Manual for 
Corporate Governance relative to 
the rectification of the temporary 
disqualification. The Compliance 
Officer makes a recommendation 
to the Board.  
 
The Board asks the NEGC to  
review the recommendation of 
the Compliance Officer.  Based 
on its review, the NEGC makes a 
recommendation to the Board for 
its approval.  The Board takes up 
the matter and has the final 
decision on the lifting of the 

A temporarily disqualified director, 
has sixty (60) business days from 
such disqualification within which 
to take the appropriate action to 
remedy or correct his 
disqualification under Item 4.1.5 of 
the Manual for Corporate 
Governance.   

 

    (ii) Non-Executive 
Directors 

    (iii) Independent 
Directors 
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temporary disqualification of a 
director.   

 

g.  Suspension 

    (i)  Executive Directors 

After the process discussed 
above on the temporary  
disqualification of a director, is 
undertaken, the Board will 
consider the suspension of the  
director.   

 

The grounds for the temporary 
disqualification of a director under 
Item 4.1.5 of the Manual for 
Corporate Governance (cited in the 
discussion above on Temporary  
Disqualification), are the grounds 
for the suspension of a director.   
 
The Board shall take appropriate 
action for any violation of the 
Manual for Corporate Governance, 
after notice and hearing, on an 
individual director, such as 
suspension depending on the 
gravity of the offense as well as the 
frequency of the violation. (Section 
3.9 Manual for Corporate 
Governance) 
 

 

    (ii) Non-Executive 
Directors 

    (iii) Independent 
Directors 

 
Voting Result of the last Annual General Meeting      In 2015  

 

Name of Director Votes Received 

 For Against 
Abstain 

 

Oscar M. Lopez 3,042,508,151 34,503,044 0 

Manuel M. Lopez 3,038,558,085 37,270610 1,182,500 

Eugenio Lopez III 3,051,799,985 25,211,210 0 

Cesar E. A. Virata  3,077,011,195 0 0 

Washington Z. Sycip 3,032,664,737 44,346,458 0 

Monico V. Jacob 3,047,565,851 29,445,344 0 

Salvador G. Tirona  3,077,011,195 0 0 

 
6) Orientation and Education Program 
 

(a) Disclose details of the company’s orientation program for new directors, if any. 
 
A director’s kit is furnished each director upon election which contains among others, copies of the 
Manual for Corporate Governance and Code of Conduct, the Corporation's Articles of Incorporation 
and By-Laws, and the Annual Report. The director is invited to an orientation meeting where 
management makes a presentation to the new director on the history, organization, and operations of 
the Company and its subsidiaries and affiliates. The new director is given the opportunity to pose any 
question to the management team which will be answered.     

 
(b) State any in-house training and external courses attended by Directors and Senior Management

3
 for the past 

three (3) years:  
 

Directors and senior management attended an in-house briefing on the ASEAN Corporate 
Governance Scorecard during the Board meeting held on September 17, 2012.  

                                                 
3
 Senior Management refers to the CEO and other persons having authority and responsibility for planning, directing 

and controlling the activities of the company. 
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Mr. Cesar E. A. Virata attended the seminar on SEC Corporate Governance Initiatives/Trends in the 
Regulatory Framework held on August 27, 2013 organized by the Rizal Commercial Banking 
Corporation and the Duties of Corporation and Understanding the Role of Board Committees held on 
November 26, 2014 organized by the Center for Training and Development, Inc. 
 
Mr. Washington Z. SyCip attended the seminar entitled Executive Talks: Corporate Governance 
Enhancement Session held on December 2, 2013 given by the First Pacific Leadership Academy and 
the Requirements Under US Laws and Regulations and Foreign Corrupt Practices Act of 1977 held 
on April 1, 2014 organized by the Philippine Long Distance Telephone Company.      
 
Mr. Eugenio Lopez III attended on March 18, 2013, the Visioning Workshop conducted by ABS-CBN 
University and the Seminar on Corporate Governance held on September 15, 2014 conducted by the 
Sycip Gorres Velayo & Co. 
 
Mr. Salvador G. Tirona attended the following: 
(i) The Integrity Summit on September 18, 2012 organized by the Makati Business Club. 
(ii) Visioning Workshop on  March 18, 2013 conducted by ABS-CBN University, and  
(iii) Seminar on Corporate Governance held on September 15, 2014 conducted by the Sycip Gorres 

Velayo & Co. 
 

(c) Continuing education programs for directors: programs and seminars and roundtables attended during the year.  
 

Name of 
Director/Officer 

Date of Training Program 
 Name of  Training Institution 

Manuel M. Lopez 
August 24, 

 2015 
Seminar on Corporate 

Governance  
Sycip Gorres Velayo & Co.  

Oscar M. Lopez 
August 24, 

 2015 
Seminar  on Corporate 

Governance  
Sycip Gorres Velayo & Co. 

Eugenio Lopez III  
August 24, 

 2015 
Seminar on Corporate 

Governance 
Sycip Gorres Velayo & Co. 

Salvador G. Tirona 
August 24, 

 2015 
Seminar on Corporate 

Governance 
Sycip Gorres Velayo & Co. 

Cesar E. A. Virata 

 Corporate Governance: 
Duties of Corporation 

and Understanding the 
Role of Board 
Committees  

Center for Training and 
Development, Inc. 

Washington Z. Sycip Exempt N/A N/A 

Monico V. Jacob March 11, 2015 
Seminar on Corporate 

Governance  

Risks, Opportunities, 
Assessment and 

Management (ROAR), Inc. 

Enrique I. Quiason 
 Seminar on Corporate 

Governance 
Sycip Gorres Velayo & Co. 

Maria Amina O. 
Amado 

August 24, 
 2015 

Seminar on Corporate 
Governance 

Sycip Gorres Velayo & Co. 

Cielito R. A. Diokno 
August 24, 

 2015 
Seminar on Corporate 

Governance 
Sycip Gorres Velayo & Co. 

Miguel L. Lopez 
August 24, 

 2015 
Seminar on Corporate 

Governance 
Sycip Gorres Velayo & Co. 

Maria Victoria M. 
Marcelino 

August 24, 
 2015 

Seminar on Corporate 
Governance 

Sycip Gorres Velayo & Co. 

 

B. CODE OF BUSINESS CONDUCT & ETHICS  
 

1) Discuss briefly the company’s policies on the following business conduct or ethics affecting directors, 
senior management and employees:  

 

Business Conduct & 
Ethics 

Directors Senior Management Employees 

(a)  Conflict of Interest 
The directors and 
officers of the 

The directors and 
officers of the 

Under the Code of 
Employee Discipline, 
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Corporation shall 
always put the 
interest of the 
Corporation above 
personal interest.  
 
All directors and 
officers are required to 
disclose any interest 
in any transactions of 
the Corporation that 
may place them in a 
conflict of interest 
position. If an actual or 
potential conflict of 
interest should arise, it 
should be fully 
disclosed and the 
concerned director 
should not participate 
in the decision-making 
process. 
 
When a director or 
officer attempts to 
acquire or acquires, in 
violation of his duty, 
any interest adverse 
to the Corporation in 
respect of any matter 
which has been 
reposed in him in 
confidence, as to 
which equity imposes 
a disability upon him 
to deal in his own 
behalf, he shall be 
liable as a trustee for 
the Corporation and 
must  account for the 
profits which 
otherwise would have 
accrued to the 
Corporation. (Section 
14 Manual for 
Corporate 
Governance) 
 
 A director should 
inhibit himself from 
participating in the 
board discussion, 
deliberation, and 
decision-making 
concerning any issue 
or transaction where 
he may be conflicted. 
(Section 3.9 a. Manual 
for Corporate 
Governance) 
 

 

Corporation shall 
always put the interest 
of the Corporation 
above personal 
interest. 
 
All directors and 
officers are required to 
disclose any interest in 
any transactions of the 
Corporation that may 
place them in a conflict 
of interest position. If 
an actual or potential 
conflict of interest 
should arise, it should 
be fully disclosed and 
the concerned director 
should not participate 
in the decision-making 
process. 

 
When a director or 
officer attempts to 
acquire or acquires, in 
violation of his duty, 
any interest adverse to 
the Corporation in 
respect of any matter 
which has been 
reposed in him in 
confidence, as to 
which equity imposes 
a disability upon him to 
deal in his own behalf, 
he shall be liable as a 
trustee for the 
Corporation and must  
account for the profits 
which otherwise would 
have accrued to the 
Corporation. (Section 
14 Manual for 
Corporate 
Governance) 
 
Under the Code of 
Employee Discipline, 
particularly on 
Offenses Against 
Integrity and Honesty 
Items 21 and 22, the 
act of (i) participating 
or being involved, 
directly or indirectly, in 
any transaction 
involving any person, 
firm, corporation or 
any business 
enterprise with which 
the Company has a 
commercial 

particularly on Offenses 
Against Integrity and 
Honesty Items 21 and 22, 
the act of (i) participating 
or being involved, directly 
or indirectly, in any 
transaction involving any 
person, firm, corporation 
or any business 
enterprise with which the 
Company has a 
commercial relationship, 
where such participation 
or involvement is 
improper or undesirable in 
the interest of the 
Company, and (ii) failing 
to disclose any actual or 
potential conflict of 
interest with the Company 
of any of its affiliates or 
subsidiaries is punishable 
by termination of 
employment.      
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relationship, where 
such participation or 
involvement is 
improper or 
undesirable in the 
interest of the 
Company, and (ii) 
failing to disclose any 
actual or potential 
conflict of interest with 
the Company of any of 
its affiliates or 
subsidiaries is 
punishable by 
termination of 
employment.      

(b)  Conduct of 
Business and Fair 
Dealings 

A director should 
conduct fair business 
transactions with the 
Corporation and 
ensure that his 
personal interest does 
not conflict with the 
interest of the 
Corporation.  (Section 
3.9 a. Manual for 
Corporate 
Governance) 
 
A director shall 
conduct himself with 
honesty and integrity 
in the performance of 
his duties and 
functions. (Section 
3.5 Manual for 
Corporate 
Governance) 
 
A director’s office is 
one of trust and 
confidence.  He shall 
act in a manner 
characterized by 
transparency, 
accountability and 
fairness. (Section 3.9 
Manual for Corporate 
Governance) 
 

The officers shall 
perform their duties as 
enjoined by the By-
Laws and shall 
perform their duties in 
accordance with best 
practices. (Section 8.1 
Manual for Corporate 
Governance) 
 
Under the Code of 
Employee Discipline, 
particularly on 
Offenses Against 
Integrity and Honesty 
Items 21 and 22, the 
act of (i) participating 
or being involved, 
directly or indirectly, in 
any transaction 
involving any person, 
firm, corporation or 
any business 
enterprise with which 
the Company has a 
commercial 
relationship, where 
such participation or 
involvement is 
improper or 
undesirable in the 
interest of the 
Company, and (ii) 
failing to disclose any 
actual or potential 
conflict of interest with 
the Company of any of 
its affiliates or 
subsidiaries is 
punishable by 
termination of 
employment.      

Under the Code of 
Employee Discipline, 
particularly on Offenses 
Against Integrity and 
Honesty Items 21 and 22, 
the act of (i) participating 
or being involved, directly 
or indirectly, in any 
transaction involving any 
person, firm, corporation 
or any business 
enterprise with which the 
Company has a 
commercial relationship, 
where such participation 
or involvement is 
improper or undesirable in 
the interest of the 
Company, and (ii) failing 
to disclose any actual or 
potential conflict of 
interest with the Company 
of any of its affiliates or 
subsidiaries is punishable 
by termination of 
employment.      

(c) Receipt of gifts from 
third parties 

A director shall 
conduct himself with 
honesty and integrity 
in the performance of 

Under the Code of Employee Discipline, particularly 
on Offenses Against Integrity and Honesty Item 20, 
the act of soliciting or receiving money or anything 
of value, share or percentage, benefits, or favor 
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his duties and 
functions. (Section 3.5 
Manual for Corporate 
Governance) 
 
A director’s office is 
one of trust and 
confidence.  He shall 
act in a manner 
characterized by 
transparency, 
accountability and 
fairness. (Section 3.9 
Manual for Corporate 
Governance) 
 

from company suppliers, clients, customers, 
visitors, and the like, personally or through another, 
for any purpose, personal or otherwise, is 
punishable by termination of employment.  

(d) Compliance with 
Laws & Regulations 

As a publicly listed corporation, the Corporation subscribes to all the rules 
and regulations of the Securities and Exchange Commission and of the 
Philippine Stock Exchange. (Section 19 Manual for Corporate Governance) 
 
Under the Code of Conduct directors, officers and employees are required to 
abide by laws, government rules, orders and decisions while keeping their 
right to invoke any and all legal entitlements and administrative, judicial and 
other remedies and to advocate for change and reform when appropriate.   

 

(e) Respect for Trade 
Secrets/Use of Non-
public Information 

The directors, officers, and key employees of the Corporation shall observe 
confidentiality of material, inside, non-public information acquired by reason 
of their office and will not use and/or disclose any information to any other 
person without the authority of the Board.  
 
The Corporation considers insider trading a very serious offense, and within 
the ambit of law, shall not permit the continued service of any director, 
officer, or employee who has been convicted of insider trading.  (Section 13 
Manual for Corporate Governance) 

 

(f) Use of Company 
Funds, Assets and 
Information 

As a general rule, a 
director is prohibited 
from obtaining any 
loan or financial 
assistance from the 
Corporation.  Any 
exception to this 
general rule should be 
duly justified; and  
such loan or 
assistance can be 
only be provided on 
an arm’s length basis, 
under terms and 
conditions that do not 
deviate from those of 
the market, and do not 
jeopardize the best 
interests of the 
Corporation. (Section 
3.9 Manual for 
Corporate 
Governance) 
 

Under the Code of Employee Discipline, particularly 
on Offenses Against Money and Property Item 6, 
the act of using company money, property and 
resources (i.e. people, time, supplies, materials or 
equipment) to do unauthorized or personal work, 
and the unauthorized sale or disposition of 
company property, is punishable by a penalty 
ranging from by 16 to 30 days suspension or 
termination.   

(g) Employment & 
Labor Laws & 

Under the Code of Conduct directors, officers and employees are required to 
abide by laws, government rules, orders and decisions while keeping their 
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Policies right to invoke any and all legal entitlements and administrative, judicial and 
other remedies and to advocate for change and reform when appropriate.   

(h) Disciplinary action 

The Board shall take appropriate action for any violation of the Manual for 
Corporate Governance, after notice and hearing, on the individual directors, 
officers, and employees, such as censure, suspension or removal from office 
depending on the gravity of the offense as well as the frequency of the 
violation. The commission of a serious violation of a material provision of this 
Manual by any member of the Board shall be sufficient cause for removal 
from directorship. (Section 3.9 Manual for Corporate Governance) 

 
Disciplinary action may be taken against officers and employees for actions 
constituting offenses under the Code of Employee Discipline after due 
notice, investigation and validation. 

(i) Whistle Blower 

The Board of Directors approved the Whistleblower Policy on August 14, 
2014. The policy applies to all directors, officers and employees who make a 
protected disclosure. No director, officer, employee  or stakeholder, who in 
good faith reports a violation of the Manual of Corporate Governance, Code 
of Conduct and Code of Discipline, shall suffer harassment, retaliation or any 
adverse employment consequence. An employee or officer who retaliates 
against someone who has reported a violation in good faith shall be subject 
to discipline with a penalty of up to and including termination of employment.       

(j) Conflict Resolution 

Section 3.5 l. of the Manual on Corporate Governance provides that the 
Board may deem it proper to establish and maintain an alternative dispute 
resolution system in the corporation that can amicably settle conflicts or 
differences between the corporation and its stockholders, and the 
corporation and third parties, including the regulatory authorities.  
The Corporation has in the past used alternative dispute resolution systems 
with third parties. The Corporation shall strive to use alternative dispute 
resolution systems to address conflicts and differences with stockholders 
and regulatory authorities should the same arise.   

 

2) Has the code of ethics or conduct been disseminated to all directors, senior management and employees?  Yes.     

 
3) Discuss how the company implements and monitors compliance with the code of ethics or conduct. 

 
The Code of Conduct forms part of the Manual for Corporate Governance, and under Section 2 of the 
Manual, the Compliance Officers is given the responsibility of (i) monitoring compliance with its provisions and 
requirements, and (ii) determining violations. The Compliance Officer also has the responsibility of reporting 
any violation to the Board and recommending the imposition of appropriate disciplinary action on the 
responsible party.  The Board shall take appropriate action, after notice and hearing, on the individual 
director, officer, or  employee, and impose a penalty such as censure, suspension or removal from office 
depending on the gravity of the offense as well as the frequency of the violation. The commission of a serious 
violation of a material provision of the Manual for Corporate Governance by any member of the Board of the 
Corporation shall be sufficient cause for removal from directorship. (Section 3.9 Manual for Corporate 
Governance). All officers and employees submit a certificate of compliance to the Code of Conduct.  
 

4) Related Party Transactions 
 
(a) Policies and Procedures  

 

Describe the company’s policies and procedures for the review, approval or ratification, monitoring and 
recording of related party transactions between and among the company and its parent, joint ventures, 
subsidiaries, associates, affiliates, substantial stockholders, officers and directors, including their spouses, 
children and dependent siblings and parents and of interlocking director relationships of members of the 
Board. 

 
 

Related Party Transactions Policies and Procedures 

(1) Parent Company Section 3.5 of the Manual for Corporate Governance 
provides:  (2) Joint Ventures 
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(3) Subsidiaries  
“Duties and Functions of the Board: 

To ensure a high standard of best practice for the 
Corporation and its stockholders, the Board shall 
conduct itself with honesty and integrity in the 
performance of, among others, the following duties and 
functions: 

…xxx… 
Formulate and implement policies and procedures that 
would ensure the integrity and transparency of related 
party transactions, and that they are fair and at arm’s 
length, between and among the Corporation, and  its 
parent company, joint ventures, subsidiaries, 
associates, affiliates, major stockholders, officers, and 
directors, including their spouses, children and 
dependent siblings and parents, and of interlocking 
director relationships by members of the Board.” 

 

The Audit Committee Charter provides:  
 
“The Audit Committee shall review the quarterly financial 
statements with management and the annual financial 
statements with the external auditors, focusing 
particularly on: 

…xxx… 
Review of disclosures of material information, related 
party 
transactions, and subsequent events;”…. 
 
Under Section 3.5 m of the Manual for Corporate 
Governance, a committee of independent directors are 
required to review all material or significant related party 
transactions to determine whether they are in the best 
interest of the Corporation.  Pursuant to this, related 
party transactions are presented to an ad hoc committee 
of the Board with the three (3) independent directors as 
members. They review the same to determine whether 
they are in the best interest of the Corporation and make 
the appropriate recommendation to the Board.    

 

(4) Entities Under Common Control 

(5) Substantial Stockholders 

(6) Officers including   
       spouse/children/siblings/parents 

(7) Directors including  
      spouse/children/siblings/parents 

(8) Interlocking director relationship  
      of Board of Directors 

 

(b) Conflict of Interest  
 

(i) Directors/Officers and 5% or more Shareholders 
 

Identify any actual or probable conflict of interest to which directors/officers/5% or more shareholders 
may be involved. 
 

 

 
Details of Conflict 

 of Interest (Actual or Probable) 

Name of Director/s None 

Name of Officer/s None 

Name of Significant Shareholders None 
 

(ii) Mechanism 
 

Describe the mechanism laid down to detect, determine and resolve any possible conflict of interest 
between the company and/or its group and their directors, officers and significant shareholders. 
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The directors and officers of the Corporation shall always put the interest of the Corporation above 
personal interest. Except for salaries and other employment benefits, the directors and officers shall 
not directly derive any personal profits or advantage by reason of their positions in the Corporation. 
  
All directors and officers are required to disclose any interest in any transactions of the Corporation 
that may place them in a conflict of interest position. If an actual or potential conflict of interest 
should arise, it should be fully disclosed and the concerned director should not participate in the 
decision-making process. 
 
Where a director, by virtue of his office, acquires for himself a business opportunity which should 
belong to the Corporation, thereby obtaining profits to the prejudice of the Corporation, the director 
must account to the latter for all such profits, unless his act has been ratified by a vote of the 
stockholders representing two-thirds (2/3) of the outstanding capital stock of the Corporation. 
 
When a director or officer attempts to acquire or acquires, in violation of his duty, any interest 
adverse to the Corporation in respect of any matter which has been reposed in him in confidence, 
as to which equity imposes a disability upon him to deal in his own behalf, he shall be liable as a 
trustee for the Corporation and must  account for the profits which otherwise would have accrued to 
the Corporation. 

 
 Directors/Officers/Significant Shareholders 

Company  
The Audit Committee has been created to detect, 
determine and resolve any possible conflict of interest 
between the company and/or its group and their 
directors, officers and significant shareholders.  The 
External Auditor is engaged to review the related party 
transactions.  The Company submits itself to oversight 
by government and regulatory institutions and 
agencies.  The Company engages third-party 
institutions to evaluate the fairness of major related 
party transactions. 

 

Group 

 
 

5) Family, Commercial and Contractual Relations 
 

(a) Indicate, if applicable, any relation of a family,
4
 commercial, contractual or business nature that exists 

between the holders of significant equity (5% or more), to the extent that they are known to the company: 
 

Names  of Related 
 Significant Shareholders 

Type of Relationship 
Brief Description of the 

Relationship 

None None None 

   

   

   

 
(b) Indicate, if applicable, any relation of a commercial, contractual or business nature that  exists between the 

holders of significant equity (5% or more) and the company: 
 

Names of Related  
Significant Shareholders  

Type of Relationship Brief Description 

Lopez, Inc. Business Parent 

   

   

   

 
(c) Indicate any shareholder agreements that may impact on the control, ownership and strategic direction of the 

                                                 
4
 Family relationship up to the fourth civil degree either by consanguinity or affinity. 
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company: 
 

Name of Shareholders 
% of Capital Stock affected 

(Parties) 
Brief Description of the 

Transaction 

None None None 

   

 
6) Alternative Dispute Resolution 
 

Describe the alternative dispute resolution system adopted by the company for the last three (3) years in amicably 
settling conflicts or differences between the corporation and its stockholders, and the corporation and third 
parties, including regulatory authorities. 

 

Section 3.5 of the Manual for Corporate Governance provides that the Board may establish and maintain 
an alternative dispute resolution system in the Corporation that can amicably settle conflicts or differences 
between the corporation and its stockholders, and the corporation and third parties, including the 
regulatory authorities 

 
 

  Alternative Dispute Resolution System 

Corporation & Stockholders 

The Company, through its stock 
transfer agent, investor relations unit, 
Office of the Corporate Secretary and 
legal department, attends to the 
needs of the stockholders. 

Corporation & Third Parties 

Alternative Dispute Resolution 
systems, including senior 
management consultations, 
mediations, conciliations and 
arbitration, are provided in  
contractual arrangements. 

Corporation & Regulatory Authorities 
Regular consultations with regulatory 
and government agencies. 

 
 

C. BOARD MEETINGS & ATTENDANCE 
 

1) Are Board of Directors’ meetings scheduled before or at the beginning of the year? At the beginning of the year. 

Schedule of Board meetings in 2015: 
 

January 9 

February 12 

March 11 

April 8 

May 28 (special and organizational)  

June 18 

July  9 

August 25 

September 10 

October 8 

November 12 

December 10 
 

2) Attendance of  Directors 
Attendance of directors in 2015: 

 

Board Name  Date of Election 
No. of Meetings 
Held during the 

year 

No. of 
Meetings 
Attended 

% 

Chairman Manuel M. Lopez May 28, 2015 12 12 100% 

Member Oscar M. Lopez May 28, 2015 12 9 75% 
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Member Eugenio Lopez III May 28, 2015 12 10 83.3% 

Member Salvador G. Tirona May 28, 2015 12 12 100% 

Independent Monico V. Jacob May 28, 2015 12 9 75% 

Independent Cesar E. A. Virata May 28, 2015 12 12 100% 

Independent Washington Z. Sycip May 28, 2015 12 7 58.3% 
 
 

3) Do non-executive directors have a separate meeting during the year without the presence of any executive?  

Yes. The Corporation has 4 executive directors and 3 independent directors. The non-executive directors, 
who are all independent directors, meet without the presence of any executive directors.   

 
If yes, how many times?  Twice in 2015.  

 
4) Is the minimum quorum requirement for Board decisions set at two-thirds of board members? Please explain. 
 

Per Section 3.7 of the Manual for Corporate Governance, when important decisions are on the agenda, 
in particular when issues that will have significant impact on the character of the Corporation are on the 
agenda, for purposes of determining the quorum of the meeting, two-thirds (2/3) of the directors should 
be present. As the summary of board attendance below will show, there was no board meeting in 2014 
when the quorum of two-thirds (2/3) or five (5) out of seven (7) directors was not met:  
 

Date OML MML ELIII CEAV WZS SGT MVJ Number of 

        Attendees 

JANUARY 9, 2015  P P P P P P P 7/7 

FEBRUARY 12, 2015 P P P P P P A 6/7 

MARCH 11, 2015 A P P P P P P 6/7 

APRIL 8, 2015  P P P P A P P 6/7 

MAY 28, 2015 (special) P P P P A P A 5/7 

MAY 28, 2015 
(organizational) 

P P P P A P A 5/7 

JUNE 18, 2015 P P A P A P P 5/7 

JULY 9, 2015 P P P P P P P 7/7 

AUGUST 25, 2015 P P A P A P P 5/7 

OCTOBER 13, 2015 P P P P P P P 7/7 

NOVEMBER 16, 2015  A P P P P P P 6/7 

DECEMBER 10, 2015 A P P P P P P 6/7 

Total Number of  
Meetings Attended 

9/12 12/12 10/12 12/12 7/12 12/12 9/12 

 
                                A:  Absent 

                P: Present  

 
5) Access to Information 
 

(a) How many days in advance are board papers
5
 for board of directors meetings provided to the board?  

 
Board papers are to be sent 5 days in advance of board meetings. 
 

(b) Do board members have independent access to Management and the Corporate Secretary?  
 
Yes. Section 8.5 of the Manual for Corporate Governance requires that board members be given 
independent access to management and the Corporate Secretary.  

 
(c) State the policy of the role of the company secretary. Does such role include assisting the Chairman in 

preparing the board agenda, facilitating training of directors, keeping directors updated regarding any relevant 
statutory and regulatory changes, etc? 

                                                 
5
 Board papers consist of complete and adequate information about the matters to be taken in the board meeting.  

Information includes the background or explanation on matters brought before the Board, disclosures, budgets, 
forecasts and internal financial documents. 
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The Corporate Secretary has the following responsibilities: 

 
(i) Assists the Chairman in the preparation of the agenda of meetings, and the management in the 

preparation and gathering of materials to be presented to the Board or the shareholders. 
 
(ii) Attends board meetings and takes down the minutes of special and regular meetings of the Board 

and shareholders. 
 

(iii) Is responsible for the safekeeping and preservation of the integrity of the minutes of the meetings 
of the Board; 
 

(iv) Works fairly and objectively with the Board, management and stockholders; 
 

(v) Is aware of the laws, rules and regulations necessary in the performance of his duties and 
responsibilities, and updates the Board of relevant changes in laws, rules and regulations; 
 

(vi) Has a working knowledge of the operations of the Corporation; 
 

(vii)  Ensures that all Board procedures, rules and regulations are strictly followed by the Directors; 
and 
 

(viii)  Informs the members of the Board, in accordance with the by-laws, and of the agenda of 
their meetings and ensures that the members have before them accurate information that will 
enable them to arrive at intelligent decisions on matters that require their approval.  

 
(d) Is the company secretary trained in legal, accountancy or company secretarial practices?  Please explain 

should the answer be in the negative.   
 
Yes, Atty. Enrique I. Quiason is a lawyer by profession and is Senior Partner of the Quiason 
Makalintal Barot Torres Ibarra & Sison Law Firm. He has been the Corporate Secretary of the 
Corporation since its incorporation in 1993.  He graduated with a B.S. Business Economics (cum 
laude) degree in 1981 and with a Bachelor of Laws degree in 1985 from the University of the 
Philippines. He received his LL.M. in Securities Regulation from Georgetown University in 1991.   

 
(e) Committee Procedures 

 

Disclose whether there is a procedure that Directors can avail of to enable them to get information necessary 
to be able to prepare in advance for the meetings of different committees: 

 

Yes  No  
 

Committee Details of the procedures 

Executive No Executive Committee 

Audit Verbal request given in person or by phone or written 
request delivered by hand,  through facsimile transmission, 
electronic mail or short messaging system   to the Office of 
the Corporate Secretary or President.    
  

Nomination 

Remuneration 

Others (specify)Risk 
Management 

 
6) External Advice 

 

Indicate whether or not a procedure exists whereby directors can receive external advice and, if so, provide 
details: 

 

Procedures  Details 

Under Section 8.5 of the Manual for Corporate Governance, board members, either 
individually or as a Board, and in furtherance of their duties and responsibilities, shall have 
access to independent professional advice at the Corporation’s expense. 

The Audit Committee Charter provides that with respect to the authority of the Audit 
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Committee to conduct or authorize investigations into any matters within its scope of 
responsibility, it is empowered to retain independent counsel, accountants, or others to advise 
the committee or assist in the conduct of an investigation. 
The Compensation and Remuneration Committee Charter provides that the Board, or the 
Committee, may appoint one or more persons to serve as advisor(s) to the Committee. 
Advisors shall attend and speak during the meetings, but have no voting rights on any action 
of the Committee.   
The Nomination, Election and Governance Committee Charter provides that the Board, or the 
Committee, may appoint one or more persons to serve as advisor(s) to the Committee. 
Advisors shall attend and speak during the meetings, but have no voting rights on any action 
of the Committee.   

 
 

7) Change/s in existing policies  
 

Indicate, if applicable, any change/s introduced by the Board of Directors (during its most recent term) on 
existing policies that may have an effect on the business of the company and the reason/s for the change: 

 

Existing Policies Changes Reason  

 None  

   

   

 
 

D. REMUNERATION MATTERS 
 

1) Remuneration Process 
 

Disclose the process used for determining the remuneration of the CEO and the four (4) most highly compensated 
management officers: 

 

Process CEO 
Top 4 Highest Paid 

Management Officers 

(1) Fixed remuneration 

Benchmarked against 
prevailing market data culled 
from compensation surveys 
conducted by reputable 
external entities.  Guided  by 
market data, the  Board 
determines the CEO’s salary 
based on the CEO’s 
performance against 
corporate and individual 
objectives set for a given 
review period. 

Benchmarked against 
prevailing market data culled 
from compensation surveys 
conducted by reputable 
external entities.  Guided  by 
market data, the CEO 
determines the 
President/COO/CFO’s salary 
based on the performance 
against corporate and 
individual objectives set for a 
given review period. For the 
other management officers, it 
is the President who 
determines their salaries 
following the same process. 

(2) Variable remuneration 
No variable remuneration is 

given. 
No variable remuneration is 

given. 

(3) Per diem allowance No per diem  No per diem  

(4) Bonus 
Profit sharing is based on an 
existing Board resolution and 

on performance 

Profit sharing is based on an 
existing Board resolution and 

on performance 

(5) Stock Options and  
      other financial  
      instruments 

This is determined by the 
Employee Stock Option Plan 
Rules and  Employee Stock 

Purchase Plan Rules 

This is determined by the 
Employee Stock Option Plan 
Rules and  Employee Stock 

Purchase Plan Rules 
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(6) Others (specify) None None 

 
 

2) Remuneration Policy and Structure for Executive and Non-Executive Directors 
 

Disclose the company’s policy on remuneration and the structure of its compensation package.  Explain how the 
compensation of Executive and Non-Executive Directors is calculated. 

 

 
 Remuneration 

Policy 
 Structure of 

Compensation Packages 

How 
Compensation is 

Calculated 

Executive Directors 
Based on the By-laws and implemented by the Chairman. 

 
Non-Executive Directors 

 

 
Do stockholders have the opportunity to approve the decision on total remuneration (fees, allowances, benefits-
in-kind and other emoluments) of board of directors?    Provide details for the last three (3) years. 
 
The By-Laws provide that directors shall be entitled to receive reasonable compensation to be fixed by a 
majority of the Board provided that such total yearly compensation shall not exceed ten percent (10%) of 
the Company’s unrestricted net income after taxes of the preceding year. The By-Laws were approved by 
the stockholders in 1993. The stockholders may amend said By-Laws provision if they wish. 
 
The Company’s Employees Stock Option Plan (ESOP) was approved by the stockholders during the 
special stockholders meeting held on February 28, 2011. Under the same, directors (except for 
independent directors) are entitled to subscribe to ESOP shares. Since said date, there have been no 
amendments to the same.  
 

Remuneration Scheme  
Date of  

Stockholders’ Approval 

Employees Stock Option Plan  February 28, 2011 

 
3) Aggregate Remuneration 
 

Complete the following table on the aggregate remuneration accrued during the most recent year: 
 

Remuneration Item 
Executive 
Directors 

Non-Executive Directors 
(other than independent 

directors) 

Independent 
Directors 

(a) Fixed Remuneration Php22,286,700 None None 

(b) Variable Remuneration None  None  None  

(c) Per diem Allowance Php617,646.96 None Php510,000 

(d) Bonuses Php3,906,000 None Php5,962,500 

(e) Stock Options and/or 
other financial 
instruments 

None  None  None  

(f) Others (Specify) None  None  None  

Total Php26,810,346   Php6,472,500 
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Other Benefits 

 

Executive 
Directors 

Non-Executive Director 
(other than independent 

directors) 

Independent 
Directors 

1) Advances None None None 

2) Credit granted None None None 

3) Pension Plan/s  
Contributions 

None None None 

(d) Pension Plans, 
Obligations incurred 

None None None 

(e) Life Insurance Premium None None None 

(f) Hospitalization Plan Php400,000 None None 

(g) Car Plan None None None 

(h) Others (Specify) None None None 

Total Php400,000   

 

4) Stock Rights, Options and Warrants 
 

(a) Board of Directors  
 

Complete the following table, on the members of the company’s Board of Directors who own or are entitled 
to stock rights, options or warrants over the company’s shares: 

 

Director’s Name  
Number of Direct 

Option/Rights/ 
Warrants 

Number of 
Indirect 

Option/Rights/ 
Warrants 

Number of 
Equivalent 

Shares 

Total % from 
Capital Stock 

Oscar M. Lopez  183,686 None 183,686 0.004% 

Manuel M. 
Lopez 

376,373 None 376,373 0.008% 

Eugenio Lopez 
III 

282,059 None          282,059 0.006% 

Salvador G. 
Tirona 

500,000 None 500,000 0.011% 

 
 

(b) Amendments of Incentive Programs 
 

Indicate any amendments and discontinuation of any incentive programs introduced, including the criteria 
used in the creation of the program. Disclose whether these are subject to approval during the Annual 
Stockholders’ Meeting:  
 
The Company’s Employee Stock Purchase Plan and Employee Stock Option Plan were approved by 
the stockholders during the special stockholders meeting held on February 28, 2011.  Since said 
date, there have been no amendments to the same.  
 
 

 

Incentive Program  Amendments  
Date of  

Stockholders’ Approval 

None None None 
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5) Remuneration of Management 
 

Identify the five (5) members of management who are not at the same time executive directors and indicate the 
total remuneration received during the financial year:  

 

Name of Officer/Position Total Remuneration 

Cielito R. A. Diokno, SVP Human Resources 

Php21,221,758.60 

Miguel L. Lopez, SVP Corporate Affairs 

Maria Amina O. Amado, Compliance Officer, Asst. Corporate 
Secretary, VP Legal & Compliance Officer 

Ma. Victoria Marcelino, VP Financial Controls & Risk 
Management Officer 

Rossana Kristine C. Cruz, SAVP Group Public Relations 

 
E. BOARD COMMITTEES 

 
1) Number of Members, Functions and Responsibilities 

 

Provide details on the number of members of each committee, its functions, key responsibilities and the 
power/authority delegated to it by the Board: 
 

Committee 

No. of Members 

Committee 
Charter 

Functions Key Responsibilities Power Executive 
Director 

(ED) 

Non-
executive 
Director 
(NED) 

Indepen
dent 
Director 
(ID) 

Executive n/a n/a n/a n/a n/a n/a n/a 

 
Audit 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
0 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
1 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
2 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
yes 

 
Checks all 
financial reports 
against its 
compliance with 
both the internal 
financial 
management 
handbook and 
pertinent 
accounting 
standards, 
including 
regulatory 
requirements; 
 
Interfaces with 
internal auditors 
and external 
auditors; 
 
Prior to the 
commencement 
of the audit, 
discuss with the 
external auditor  
the nature, 
scope and 
expenses of the 
audit, and 
ensure proper 

 
Ensures a 
transparent 
financial 
management 
system that 
aims to ensure 
the integrity of 
internal control 
activities 
throughout the 
Corporation is in 
place; 
 
Reviews the 
annual internal 
audit plan to 
ensure its 
conformity with 
the  objectives 
of the 
Corporation; 
 
Establishes and 
identifies the 
reporting line of 
the internal 
auditor to enable 
him to properly 
fulfill his duties 
and 

 
Performs 
oversight financial 
management 
functions 
specifically in the 
areas of managing 
credit, market, 
liquidity, 
operational, legal 
and other risks of 
the Corporation, 
and crisis 
management; 
 
Performs 
oversight financial 
management 
functions 
specifically in the 
areas of managing 
credit, market, 
liquidity, 
operational, legal 
and other risks of 
the Corporation, 
and crisis 
management; 
 
Pre-approves all 
audit plans, scope 
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coordination if 
more than one 
audit firm is 
involved in the 
activity to secure 
proper coverage 
and minimize 
duplication of 
efforts; 
 
Monitors and 
evaluates the 
adequacy and 
effectiveness of 
the 
Corporation’s 
internal control 
system, 
including 
financial 
reporting control 
and information 
technology 
security; 
 
Evaluates and 
determines the 
non-audit work, 
if any, of the 
external auditor, 
and reviews 
periodically the 
non-audit fees 
paid to the 
external auditor; 
and 
 
Assists the 
Board in the 
performance of 
its oversight 
responsibility for 
the financial 
reporting 
process, system 
of internal 
control, audit 
process, and 
monitors 
compliance with 
applicable laws, 
rules and 
regulations. 

responsibilities; 
 
Ensures that the 
performance of 
the work of the 
Internal Auditor, 
is free from 
interference by 
outside parties; 
 
Reviews the 
reports 
submitted by the 
internal and 
external 
auditors; 
 
Reviews the 
quarterly, half-
year and annual 
financial 
statements 
before their 
submission; 
 
Regularly 
reviews 
organizational 
and procedural 
controls guided 
by best 
practices; and 
 
Coordinates 
monitors and 
facilitates 
compliance with 
laws, rules and 
regulations. 
 
 
 
 
 

and frequency in 
connection with 
the conduct of 
external audit; 
 
Elevates to 
international 
standards the 
accounting and 
auditing 
processes, 
practices and 
methodologies; 
and 
 
Organizes an 
internal audit 
department and 
consider the 
appointment of an 
independent 
internal auditor 
and the terms and 
conditions of its 
engagement and 
removal. 

Nomination 
 
 
 
 
 
 
 
 

1 
 
 
 
 
 
 
 
 

0 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

Make 
recommendations 
to the Board on 
the organization 
and procedures 
for evaluation of 
the performance 
of the Board and 
Board 

 
Reviews and/or 
recommends 
changes in the 
election and/or 
replacement of 
directors; 
 
Ensures that the 

 
Pass upon the  
qualifications of 
directors. 
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2 

 
 

Yes 

Committees; and 
 
Screens 
individuals 
nominated for 
election as 
directors to 
ensure that such 
nominees 
possess all the 
qualifications 
and none of the 
disqualifications 
as may be 
provided by 
laws, rules and 
regulations. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Corporation has 
at least two (2) 
independent 
directors or such 
number of  
independent 
directors which 
constitute at 
least twenty 
percent (20%) of 
the members of 
the Board or 
otherwise 
required by law, 
rules and/or 
regulations, 
whichever is 
lesser 
Review  the 
structure, size 
and composition 
of the board and 
make 
recommendation
s to ensure that 
the board has 
the required 
number of 
independent 
directors; 
  
Reviews the 
recommendation
s of the 
Compliance 
Officer with 
regard to the 
requirements 
and/or violations 
of the Manual 
for Corporate 
Governance and 
other corporate 
governance 
rules and 
endorse the 
same to the 
Board for its 
review and/or 
approval; 
 
 
Reviews, as 
may be 
necessary, the 
charters of all 
the Board 
Committees and 
recommend any 
changes to the 
Board for the 
latter’s approval; 
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and 
 
Reviews and 
monitors the 
corporate 
governance 
trainings of 
members of the 
Board and 
senior 
Management in 
line with the 
Corporation’s 
continuing 
education and 
training program 
for directors and 
Management. 
 

Remunera-
tion 

1 0 

 
2 

 
Yes 

Studying and 
recommending 
an appropriate 
compensation 
and/or rewards 
system. 
 
Oversee the 
development 
and 
implementation 
of compensation 
and incentives 
programs. 
 
Review the 
potential career 
paths for 
selected 
executives and 
corporate 
officers and a 
management 
succession plan 
as developed by 
the Chief 
Executive 
Officer and/or 
Chief Operating 
Officer. 

Ensure that the  
compensation of 
the President 
and other key 
officers are   
consistent with 
the 
Corporation’s 
culture, strategy 
and the 
business 
environment in 
which it 
operates. 

Establish a policy 
on the 
compensation and 
remuneration of 
directors, the 
President, and 
other key senior 
officers. 

 
Others 
(specify): 
Risk 
Manage-
ment 
 
 
 
 
 
 
 

 
 
 
n/a 
 
 
 
 
 
 
 
 
 

 
 
 
1 

 
 
 
 
 
 
 
 
 

 
 
 

2 
 

 
 
 
Yes 

Works with the 
Audit Committee 
in including in 
the 
Corporation’s 
Annual Report a 
certification as 
to the adequacy 
of the 
Corporation’s 
internal controls 
and risk 
management 

Reviews, 
analyzes and  
recommends  
the policy, 
framework, 
strategy, method 
and/or system of 
or used by the 
Corporation to 
manage risks, 
threats or 
liabilities; and 
 

 
Oversees the 
formulation and 
establishment of 
an enterprise-wide 
risk  management 
system, and 
reviews their 
adequacy and 
effectiveness once 
installed; and 
 
Discloses through 
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system; and 
 
Performs such 
other duties and 
functions and/or 
assume such 
responsibilities 
as may be 
delegated by the 
Board of 
Directors. 

Reviews and 
assess the 
likelihood and 
magnitude of the 
impact of 
material events 
on the 
Corporation 
and/or to 
recommend 
measures, 
responses or 
solutions to 
avoid or reduce 
risks or 
exposures.   

the Board how risk 
factors are 
managed 
 

   

2) Committee Members 
 

(a) Executive Committee  
 
The Company does not have an Executive Committee 

 

Office Name  
Date of 

Appointment 

No. of 
Meetings 

Held 

No. of 
Meetings 
Attended 

% 

Length of 
Service in 

the 
Committee 

Chairman None      

Member (ED) None      

Member (NED) None      

Member (ID) None      

Member  None      
 

(b) Audit Committee  
 

Office Name  
Date of 

Appointment 

No. of 
Meetings 

Held 

No. of 
Meetings 
Attended 

% 

Length of 
Service in 

the 
Committee 

Chairman Cesar E. A. Virata May 28, 2015 3 3 100 7 years 

Member (ED) None      

Member (NED) None      

Member (ID) Washington Z. SyCip May 28, 2015 3 3 100 12 years 

Member  (ID) Monico V. Jacob May 28, 2015  3 2 67 3 years 

 
Disclose the profile or qualifications of the Audit Committee members. 
 
The Manual for Corporate Governance and Audit Committee Charter require the Audit Committee to 
be composed of at least three (3) members of the Board, all non-executive directors. A majority are 
required to be independent directors, one of whom should be the Chairman. Each member of the 
Audit Committee must have an adequate understanding of the company’s financial management 
systems and environment. At least one member must have an understanding of generally-accepted 
accounting principles, experience in analyzing or evaluation financial statements, experience in 
internal controls, and an understanding of audit committee functions. 
 
Mr. Cesar E.A. Virata, an independent director is the Chairman. He graduated in 1952 from the 
University of the Philippines with Bachelor of Science degree in Mechanical Engineering and 
Bachelor of Science in Business Administration (cum laude). He received his Master’s degree in 
Business Administration major in Industrial Management in 1953 from the University of Pennsylvania. 
He was Chairman, Board of Investments (1968-1970); Secretary/ Minister of Finance (1970-1986); 
Prime Minister of the Philippines (1981-1986) and Chairman of the Committee on Finance of the 
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Batasang Pambansa (1978-1986). Since 1986, he has been the chairman and president of C. Virata 
and Associates, Inc. He is also a director and corporate vice chairman of Rizal Commercial Banking 
Corporation (since 1995), chairman and director of RCBC Bankard Services Corporation (since 
2013), and an independent director of Belle Corporation and City and Land Developers, Inc. (since 
2009), all  publicly listed companies. He concurrently serves as director and/or chairman of such 
organizations as RCBC Savings Bank, Inc.(since 1999), RCBC Realty Corporation (since 1998), 
Malayan Insurance Company, Inc. (since 2005), RCBC Forex Brokers Corporation (since 1999), 
ALTO-Pacific Company, Inc. (since 2013);  Business World Publishing Corporation (since 1989), 
Malayan Colleges (since 1999), Luisita Industrial Park (since 1999), RCBC Land Inc. (since 1999) 
and AY Foundation, Inc. (since 1997), among others. He attended the seminar, Corporate 
Governance for Bank Directors, Bank Chairmen & CEOs of the Institute of Corporate Directors and 
the Bangko Sentral ng Pilipinas. 
 
Mr. Washington SyCip, another member is an independent director. He received a Bachelor of 
Science degree in Commerce from the University of Santo Tomas and a Master of Science degree in 
Commerce from Columbia University. He is chairman of Cityland Development Corp. (since 1997) 
and MacroAsia Corp. (since 1996), both publicly listed. He is an independent director of the following 
publicly listed companies: FPH (since 1997), Belle Corporation (since 1996), Century Properties 
Group, Inc. (since 2011), Highlands Prime, Inc. (since 2002),  The PHINMA Group (since 1996), 
Metro Pacific Investment Corp. (since 2012). He is a director of publicly listed Philippine National 
Bank (since 1999) and Philippine Airlines, Inc. (since 1997). He is an adviser to the Board of the 
following publicly listed companies: Asian Terminals, Inc. (since 2010), BDO Unibank, Inc. (since 
2009), JG Summit Holdings, Inc. (since 2001), Jollibee Foods Corporation (since 2011), Metropolitan 
Bank & Trust Co. (since 1996), and Philippine Long Distance Telephone Co. (since 2011).  He 
underwent the Mandatory Accreditation Programme of the Research Institute of Investment Analysts 
Malaysia.  
   
Mr. Monico V. Jacob, an independent director, is the third member of the Audit Committee. He 
received his Bachelor of Laws degree from the Ateneo de Manila University in 1971. He has been the 
chairman of Total Consolidated Asset Management, Inc. since 1999, of Global Resource for 
Outsourced Workers, Inc. since 2000, of Republic Surety & Insurance Co., Inc. since 2008, and of 
Philplans First, Inc. and Philhealthcare, Inc. since 2013. He has been the President and CEO of STI 
Education Services Group, Inc. since 2003, and of STI Education Systems Holdings, Inc. (publicly 
listed) since 2012. He has been the president of Capital Managers and Advisors, Inc. since 2006, STI 
Investments, Inc. since 2007, Insurance Builders, Inc. since 2010, and of Philippine Life Finance 
Assurance Corp. since 2012. He has been an independent director of 2GO Group, Inc. (publicly 
listed) and Negros Navigation Co., Inc., both since 2009. He has been a director of De Los Santos-
STI College and De Los Santos-STI Medical Center since 2004, of Jollibee Foods Corp. (publicly 
listed) since 2000, of Asian Terminals, Inc. (publicly listed) since 2010, of Phoenix Petroleum 
Philippines, Inc. (publicly listed) since 2010, and of Century Properties Group, Inc. (publicly listed) 
since 2012, among others. He was a director of Meralco Industrial Engineering Services Corporation 
and Clark Electric Distribution Corp. from 2007 to 2010. He was the chairman of Meralco Financial 
Services Corporation from 2007 to 2012.  
 

Describe the Audit Committee’s responsibility relative to the external auditor. 
 

The Audit Committee shall have interface with internal auditors and external auditors.  
 
Prior to the commencement of the audit, the Audit Committee shall discuss with the external auditor  
the nature, scope and expenses of the audit, and ensure proper coordination if more than one audit 
firm is involved in the activity to secure proper coverage and minimize duplication of efforts. The said 
committee shall also review the reports submitted by the internal and external auditors. 
 
Further, it shall evaluate and determine the non-audit work, if any, of the external auditor, and review 
periodically the non-audit fees paid to the external auditor. And shall disallow any non-audit work that 
will conflict with his duties as an external auditor or may pose a threat to his independence. The non-
audit work, if allowed, should be disclosed in the Corporation’s annual report. 

 

(c) Nomination Committee 
 

Office Name  
Date of 

Appointment 

No. of 
Meetings 

Held 

No. of 
Meetings 
Attended 

% 
Length of 
Service in 

the 
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Committee 

Chairman Oscar M. Lopez May 28, 2015 2 2 100 8 years 

Member (ED) None      

Member (NED) None      

Member (ID) Cesar E. A. Virata May 28, 2015 2 2 100 5 years 

Member  (ID) Washington Z. Sycip May 28, 2015 2 2 100 8 years 

 

(d) Remuneration Committee 
 

Office Name  
Date of 

Appointment 

No. of 
Meetings 

Held 

No. of 
Meetings 
Attended 

% 

Length of 
Service in 

the 
Committee 

Chairman Manuel M. Lopez May 28, 2015 2 2 100 4 years 

Member (ED) None      

Member (NED) None      

Member (ID) Cesar E. A. Virata May 28, 2015 2 2 100 5 years 

Member (ID) Washington Z. Sycip May 28, 2015 2 2 100 3 years 

 
 

(e) Others: Risk Management Committee 
Provide the same information on all other committees constituted by the Board of Directors: 

 

Office Name  
Date of 

Appointment 

No. of 
Meetings 

Held 

No. of 
Meetings 
Attended 

% 

Length of 
Service in 

the 
Committee 

Chairman Monico V. Jacob May 28, 2015 1 1 100 3 years  

Member (ED) None      

Member (NED) None      

Member (ID) Cesar E. A. Virata May 28, 2015 1 1 100 4 years 

Member (ID) Washington Z. Sycip May 28, 2015 1 1 100 4 years 

 
3) Changes in Committee Members 

 

Indicate any changes in committee membership that occurred during the year and the reason for the changes: 
 

Name of Committee Name Reason 

Executive None  

Audit No change  

Nomination No change  

Remuneration No change  

Risk Management No change  
 
 
 

4) Work Done and Issues Addressed 
 

Describe the work done by each committee and the significant issues addressed during the year. 
 

Name  of Committee Work Done Issues Addressed 

Executive No committee  

Audit The Committee operates under a 
written Audit Committee Charter, 
which was amended and 
approved by the Board of 
Directors on September 17, 2012, 
to conform to the Securities and 

The status of the audit and the key risk 
areas and resolutions on the following: 

Lopez Holdings Parent: 
Á Adoption and disclosures of 

the new and amended 
standards and interpretations 
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Exchange Commission 
Memorandum Circular No. 4 
Series of 2012 (SEC Circular No. 
4) specifically on the guidelines in 
assessing the performance of the 
Audit Committee of Companies 
listed in the Philippine Stock 
Exchange. The Committee 
continues to accomplish an 
annual self-assessment on its 
performance based on the 
requirement of said circular. The 
results are subsequently 
discussed.  
 
As of December 31, 2013, the 
Committee has three members: 
three independent directors. Its 
Chairman, attended the last three 
annual general stockholders’ 
meetings. 
 
The Committee had three 
meetings in 2013, which included 
separate executive sessions of 
the Committee with the audit 
engagement partner of the 
independent registered public 
accounting firm, the internal 
auditors and the management 
relative to the review and 
approval of the independent 
auditor’s plan and the audited 
financial statements for 2013. 
Other meetings relate to the 
regulatory periodic financial filings 
and the conduct of the Audit 
Committee Members’ 
Performance Assessment.  

In accordance with its Charter, 
the Committee reviewed and 
approved the independent 
auditors’ plan for the audit of 
Lopez Holdings’ 2013 financial 
statements, including the major 
issues related to the audit of the 
financial statements as presented 
by the audit engagement partner.  

The Committee reviewed the 
Company's annual audited 
financial statements and related 
disclosures, including (a) the 
quality as well as acceptability of 
the accounting principles applied 
in the financial statements and 
(b) new accounting standards, 
significant estimates, judgments, 
uncertainties and accounting 
policies relating to significant 
financial statement items and 

effective 2013 
Á The impact of PFRS 10 and 

disclosures related to the 
restatements, effectively the 
consolidation and 
deconsolidation of FPHC and 
ABS-CBN 

Á Accounting for 
investments  

Á Accounting for and 
taxation on ESPP and ESOP 

Á Revaluation of 
derivative asset related to the 
restructured loans 

 
FPH Group: 
Á Accounting for 

the availment of a new loan 
and extinguishment of an old 
loan in April 2013 

Á Accounting, taxation 
and disclosures relative to 
 investments  

 
ABS-CBN Group 
Á Accounting, taxation 

and disclosures relative to 
 investments  

 

¶ Required communications to the 
Audit Committee 

¶ Financial highlights 
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discussed them with the 
independent auditors and with 
management, which has the 
primary responsibility for the 
financial statements. The 
Company’s independent auditors 
are responsible for expressing an 
opinion on the conformity of the 
company’s audited financial 
statements with the Philippine 
Financial Reporting Standards.  

As stated in Note 2 of the 2013 
audited consolidated financial 
statements, a reassessment of 
control was performed by the 
Group on all its subsidiaries and 
associates in accordance with the 
provisions of PFRS 10, 
Consolidated Financial 
Statement. Following the 
reassessment and based on the 
new definition of control under 
PFRS 10, the Group determined 
that it does not control ABS-CBN 
Corporation (ABS-CBN), 
accounted for as a subsidiary in 
2012 and prior years, but it 
controls First Philippine Holdings 
Corporation (FPH), accounted for 
as an associate in 2012 and prior 
years. 

As a result, starting January 1, 
2013, the Group deconsolidated 
ABS-CBN and consolidated FPH 
retrospectively. The audited 
consolidated financial statements 
for the years 2011 and 2012 were 
restated to consolidate subsidiary 
(FPH) accounts into Lopez 
Holdings, and to deconsolidate 
accounts of associate (ABS-
CBN). 
 

Nomination Made recommendations to the 
Board on the qualified nominees 
for re-election as directors. 
 
Implemented policy submitting all 
directors for election or re-election 
once a year. 
 
Reviewed the recommendations 
of the Compliance Officer with 
regard to the requirements and 
needed revisions to the Manual 
for Corporate Governance and 
and endorsed the same to the 
Board for its review and  
approval. 
 

Amendments to the Manual for 
Corporate Governance. 
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Remuneration Reviewed the recommendations 
of the Compliance Officer with 
regard to the requirements and 
needed revisions to the Manual 
for Corporate Governance and 
and endorsed the same to the 
Board for its review and  
approval. 
 
ESOP and ESPP monitoring. 
 

Amendments to the Manual for 
Corporate Governance. 

Risk Management The Risk Management 
Committee met on November 21, 
2013 to be updated on the risk 
management system and 
performance of ABS-CBN and 
First Philippine Holdings’ Groups.  
 
The executive officers and staff 
members of Lopez Holdings 
Corporation continue to monitor 
and manage the top risks 
evaluated by the company in 
2012 to be the most significant 
and still relevant in 2013. 
Appropriate mitigation strategies 
are prepared and/or implemented 
to address them. 

Through continuous monitoring and 
management, the top risks evaluated 
by the company in 2012 to be the most 
significant and still relevant in 2013 
were reduced to two. Appropriate 
mitigation strategies were prepared 
and/or implemented to address them. 

 
 

5) Committee Program 
 

Provide a list of programs that each committee plans to undertake to address relevant issues in the improvement 
or enforcement of effective governance for the coming year.   

 

Name  of Committee Planned Programs Issues to be Addressed 

Executive   

Audit 

The Audit Committee will take 
certain necessary steps to 
address areas for improvement to 
make the Charter and the Audit 
Committee activities fully aligned 
with the Revised Code of 
Corporate Governance and best 
practices. 
 
 

¶ Annual evaluation of the 
performance of the Audit 
Committee as required by the 
Securities and Exchange 
Commission Memorandum 
Circular No. 4 Series of 2012 
(SEC Circular No. 4). 

¶ Communication of the 
AuditCom with legal counsel 
covering litigation, claims 
contingencies or other 
significant legal issues that 
impact financial statements 
(though already being 
practiced, it has to be included 
in the Charter) 

¶ Monitoring and evaluating the  
framework for fraud prevention 
and detection including 
whistle-blower program; and 

¶ Enhancements on other 
provisions such as Audit 
Committee member 
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qualifications, internal audit, 
internal controls, and 
compliance requirements. 

 

Nomination Set the criteria for the conduct by 
the Board of the assessment of  
Board committees, and of the 
individual directors.   
 
Pass upon the qualifications of 
nominees to the Board. 
 
Implement the policy submitting 
all directors for election or re-
election once a year. 
 

Board assessment of Board 
committees, and of the individual 
directors.   
 
Ensure that directors have the 
qualifications and none of the 
disqualifications for directors. 
 
  

Remuneration To oversee the implementation of 
the ESOP and ESPP.  
 
As may be necessary, review the 
potential career paths for selected  
executives and corporate officers 
and a management succession 
plan as developed by the Chief 
Executive Officer and/or Chief 
Operating Officer.  
 
The Committee will review any 
performance evaluation system 
for senior officers developed by 
the Human Resources 
Department.  
 

ESOP and ESPP monitoring. 
 
Succession planning for 
executives and corporate officers. 
 
Performance evaluation for senior 
officers.  

Others (specify) 
Risk Management The Group has an Enterprise-

wide Risk Management Program 
which aims to identify risks based 
on the likelihood of occurrence 
and impact to the business, 
formulate risk management 
strategies, assess risk 
management capabilities and 
continuously monitor the risk 
management efforts. 
 

Mitigation of identified risks. 

 
 

F. RISK MANAGEMENT SYSTEM 
  

1) Disclose the following: 
 
(a) Overall risk management philosophy of the company; 

 
Risk management is an integral part of the Company’s business strategy necessary for effective 
Good Corporate Governance. It has always been an important part of excellent management 
processes, along with strategic planning, budgeting, performance management, and other 
management practices.  The Company’s risk philosophy is aimed at maximizing business 
opportunities and minimizing adverse outcomes, thereby enhancing shareholder value by effectively 
balancing risk and reward. 
 
Sections 3.5 and 3.6 of the Manual on Corporate Governance provide for the overall risk 
management philosophy of the company, to wit: 
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“Section 3.5  Duties and Functions of the Board 

To ensure a high standard of best practice for the Corporation and its stockholders, the Board 
shall conduct itself with honesty and integrity in the performance of, among others, the 
following duties and functions: 

…xxx… 
 

i. Identify key risk areas and performance indicators and monitor these factors with due 
diligence to enable the Corporation to anticipate and prepare for possible threats to its 
operational and financial viability. 

 
…xxx… 

 
Section 3.6  Internal Control Responsibilities of the Board: 

 
The control environment of the Corporation consists of: 

 
…xxx… 

 
  (c) the organizational and procedural controls supported by effective management 
information and risk management reporting systems;” 

 
(b) A statement that the directors have reviewed the effectiveness of the risk management system and 

commenting on the adequacy thereof; 
 

Section 4.4 on Risk Management Committee of the Manual on Corporate Governance provides: 
 

“4.4.1  Composition 
 
The Board shall create a Risk Management Committee composed of at least three (3) 
members of the Board or such other number as may be prescribed by the Board.  
 
Duties and Responsibilities: 
 
The Risk Management Committee shall have the following powers and functions: 
a)  oversee the formulation and establishment of an enterprise-wide risk  management 

system, and to review their adequacy and effectiveness once installed; 
b)   review, analyze and  recommend the policy, framework, strategy, method and/or system 

of or used by the Corporation to manage risks, threats or liabilities; 
 
c)   review and assess the likelihood and magnitude of the impact of material events on the 

Corporation and/or to recommend measures, responses or solutions to avoid or reduce 
risks or exposures;   

d)   disclose through the Board how risk factors are managed; 
e)  work with the Audit Committee in including in the Corporation’s Annual Report a 

certification as to the adequacy of the Corporation’s internal controls and risk 
management system; and  

 f)   perform such other duties and functions and/or assume such responsibilities as may be 
delegated by the Board of Directors.” 

 
(c) Period covered by the review; 

 
The last risk management review by the Risk Management Committee of the Board was conducted 
on November 21, 2013 when updates on the risk management system and performance were 
presented by ABS-CBN and First Philippine Holdings. The executive officers and staff of the 
Corporation continue to monitor and manage the top risks evaluated by the company in 2012 to be 
the most significant and considered still relevant in 2013. Appropriate mitigation strategies were 
prepared and/or implemented to address them. 

 
(d) How often the risk management system is reviewed and the directors’ criteria for assessing its effectiveness;  
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Risks that may hinder the achievement of corporate goals and objectives are identified and reviewed 
annually to ensure mitigation measures are in place to adequately respond to and manage such risks. 

 
(e) Where no review was conducted during the year, an explanation why not. 

 
Not applicable. 

 

2) Risk Policy 
 

(a) Company 
 
Give a general description of the company’s risk management policy, setting out and assessing the risk/s 
covered by the system (ranked according to priority), along with the objective behind the policy for each kind 
of risk: 
 
The risk management system was developed and systematically deployed across many Lopez 
companies in 2002. An internal team from the Lopez Group facilitated and assisted the company in 
installing the risk management process in line with an enterprise-wide risk management system. 
Since then, annual reassessment of risks was done by the team, results of which including the 
proposed mitigation plan were reported to the committee and finally to the board for approval. 
 
The risk management approach is a 6-step framework covering the following: 
• The review/reassessment of risks based on the latest risk management report.  
• Identification of new risks based on the risk management dictionary that was created by the 

Lopez Group  
• The conduct of a voting system covering: 

• Rating on significance relating to the impact on the business from a scale of 1 to 9 and 
• Rating on likelihood from a scale of 1 to 9 

• Discussion of mitigation plans 
• Getting comments/ suggestions/ feedback from the Risk Management Committee. 
• Continues mitigation action plans with Board  approval 
• Monitoring and periodic assessment of risks and mitigation plans. 

 
Financial Risk Management Objectives and Policies 
The Parent Company’s principal financial instruments comprise interest-bearing loans and borrowings 
and cash and cash equivalents.  The main purpose of these financial instruments is to fund the Parent 
Company’s debt obligations as well as investments in subsidiaries and associates.  The Parent 
Company holds equity in subsidiaries and associates, which may or may not result in receipt of 
dividends in a given year and has various other financial assets and liabilities which arise directly from 
its operations. 
The main risks that may arise from the Parent Company’s financial instruments are foreign currency 
exchange risk, interest rate risk, cash flow (liquidity) risk and credit risk.  The BOD reviews and 
approves policies for managing each of these risks and they are summarized below. 
 
Foreign Currency Exchange Risk 
Volatility in foreign currency exchange rates may expose the Parent Company to economic and 
accounting losses related to large direct and indirect foreign currency-denominated obligations.  
Extraordinary fluctuations in foreign currency exchange rates may affect reported operational profits 
and deficit, potentially reducing the ability of associated companies to declare dividends. 
The risk has been eased by the debt buyback being undertaken by the Parent Company which has 
reduced the foreign currency debt to US$22 million and US$23 million as at December 31, 2013 and 
2012, respectively. 
 
Interest Rate Risk 
Fluctuations in interest rates affect the Parent Company’s capital availability or cash flow risk as they 
expose the Parent Company to variable cash requirements in relation to debt with floating interest 
rates, including goodwill interest which is based on 6-month LIBOR and 6-month PDST-F. 
 
To mitigate this, one of the financial terms under the Parent Company’s Term Sheet is a fixed interest 
rate of 4% per annum (gross of tax) for US$ Obligations and a fixed interest rate of 7% (gross of tax) 
for Philippine Peso obligations.  Out of the US$45 million and P=872 million outstanding obligations of 
the Parent Company in 2010, creditors holding US$23.0 million and P=1.1 million have accepted the 
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Term Sheet and have signed the Notes Issuance Agreement, thereby converting these obligations 
from a floater to a fixed interest rate instrument. 
 
Cash Flow (Liquidity) Risk 
This risk refers to the Parent Company’s exposure to the risk of lower returns on its investments or the 
necessity to borrow due to shortfalls in cash or expected cash flows, or variances in their timing.  The 
restructuring plan is based on cash flows from dividends and asset sales and these may not come in 
as expected. 

The Term Sheet circulated by the Parent Company to creditors on December 19, 2008 has bullet 
payment of the principal amount at 12.5 years from Effective Date (the date on which such Signing 
Creditors accept the terms and conditions set out in the Term Sheet). 

To manage this, the Parent Company likewise obtains the concurrence of associates and subsidiaries 
on dividends forecast used in the restructuring plan and financial models.  In addition, in 2013 and 
2012, the Parent Company bought back a portion of its principal US dollar-denominated obligations 
and a portion of Philippine peso-denominated debt at par and at a discount.  
 

The Parent Company’s cash and cash equivalents amounting to P=678 million and P=1,108 million as at 
December 31, 2013 and 2012, respectively, are used to fund the Parent Company’s immediate 
liquidity requirements. 
 
The financial liabilities of the Parent Company, except for certain accounts payable and other current 
liabilities, interest-bearing loans and borrowings and perpetual convertible bonds, are due and 
demandable since the Parent Company defaulted at maturity date.  Interest is accrued and is expected 
to be paid until such time that the liabilities are fully repaid. 
 
Credit Risk 

The Parent Company has due from related parties but these comprise less than 1% of all assets.  The 
Parent Company does not offer credit terms for the provision of services as a holding company. 

 
With respect to credit risk arising from the other financial assets of the Parent Company, the Parent 
Company’s exposure to credit risk arises from default of the counterparty, with a maximum exposure 
equal to the carrying amount of these instruments. 
 
The Parent Company rates its financial assets as follows: 

High Credit Quality.  This includes deposits or placements to counterparties with good credit rating 
or bank standing. 

Low Credit Quality.  This includes deposits or placements and receivables to counterparties that are 
not classified as “high credit quality.” 
The Parent Company’s cash and cash equivalents, AFS investments and derivative assets are 
neither past due nor impaired and are considered to be of high credit quality as at December 31, 
2013 and 2012. 
 

Capital Risk Management 

The primary objective of the Parent Company’s capital management is to arrive at a debt restructuring 
agreement with its creditors in order to maximize shareholder value. Capital includes all the items 
appearing in the equity section of the parent company statements of financial position.  As discussed 
in Note 1b, the Parent Company defaulted on its principal and interest payments on its long-term direct 
and indirect obligations.  The Parent Company’s BSMP addresses all its financial obligations. 

 

Under the BSMP, cash is reserved for debt service and working capital requirements.  The Parent 
Company has no material commitments for capital expenditures and has not made any major 
investments since 2002.  Proceeds of asset sales are placed in short-term financial instruments under 
the Parent Company’s International Organization on Standardization-certified Money Market 
Operations procedure.  Payment requirements for interest and operating expenses are withdrawn 
using the same process. 
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(b) Group 
 
Give a general description of the Group’s risk management policy, setting out and assessing the risk/s covered 
by the system (ranked according to priority), along with the objective behind the policy for each kind of risk: 
 

Financial Risk Management Objectives and Policies 
 

The Group’s principal financial liabilities consist of loans payable, bonds payable and long-term debt.  
The main purpose of these financial liabilities is to raise financing for the Group’s growth and 
operations.  The Group has other various financial instruments such as cash equivalents, short-term 
investments, trade and other receivables, investments in equity securities, trade payables and other 
current liabilities which arise directly from its operations.  The Group also enters into derivative and 
hedging transactions, primarily interest rate swaps, cross-currency swap and foreign currency 
forwards, as needed, for the sole purpose of managing the relevant financial risks that are associated 
with the Group’s borrowing activities and as required by the lenders in certain cases. 

 
The Group has an Enterprise-wide Risk Management Program which aims to identify risks based on 
the likelihood of occurrence and impact to the business, formulate risk management strategies, assess 
risk management capabilities and continuously monitor the risk management efforts. The main 
financial risks arising from the Group’s financial instruments are interest rate risk, foreign currency risk, 
credit risk, liquidity risk, credit concentration risk, and equity price risk. The BOD reviews and approves 
policies for managing each of these risks as summarized below. The Group’s accounting policies in 
relation to derivative financial instruments are set out in Note 2 to the 2013 consolidated financial 
statements. 
 
Interest Rate Risk 
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates. 
 
The Group’s exposure to the risk of changes in market interest rates relates primarily to the Group’s 
long-term debts with floating interest rates. The Group policy is to manage interest cost through a mix 
of fixed and variable rate debt. On a regular basis, the Finance team of the Group monitors the interest 
rate exposure and presents it to management by way of a compliance report. To manage the exposure 
to floating interest rates in a cost-efficient manner, the Group may consider prepayment, refinancing, 
or entering into derivative instruments as deemed necessary and feasible. 
 
As at December 31, 2013 and 2012, approximately 57% and 48% of the Group’s borrowings are 
subject to fixed interest rate. 
 
Floating interest rates on financial instruments are repriced semi-annually on each interest payment 
date. Interest on financial instruments classified as fixed rate is fixed until the maturity of the 
instrument. 
 
The effect of changes in interest rates in equity pertains to the fair valuation of derivatives designated 
as cash flow hedges and is exclusive of the impact of changes affecting the Group’s consolidated 
statements of income. 
 
The Group determined the +/- 1% reasonably possible change based on linear estimates of the future 
foreign exchange rate based on the previous 12-month average monthly foreign exchange rates. 
 
Foreign Currency Risk 
Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in foreign exchange rates. 
 
Foreign Currency Risk with Respect to U.S. Dollar. The Group, except First Gen group, FSRI, BPPC, 
FPSC, First PV, FPNC, FGHC International and FPH Fund, is exposed to foreign currency risk through 
cash and cash equivalents and short-term investments denominated in U.S. dollar. Any depreciation of 
the U.S. dollar against the Philippine peso posts foreign exchange losses relating to cash and cash 
equivalents and short-term investments. 
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To better manage the foreign exchange risk, stabilize cash flows, and further improve the investment 
and cash flow planning, the Group may consider derivative contracts and other hedging products as 
necessary. The U.S.dollar denominated monetary assets are translated to Philippine peso using the 
exchange rate of P=44.40 to US$1.00 and P=41.05 to US$1.00 as at December 31, 2013 and 2012, 
respectively. 
 
Foreign Currency Risk with Respect to Philippine Peso and Euro. First Gen group’s exposure to 
foreign currency risk arises as the functional currency of First Gen and certain subsidiaries, the U.S. 
dollar, is not the local currency in its country of operations. Certain financial assets and liabilities as 
well as some costs and expenses are denominated in Philippine peso or in European Union euro. To 
manage the foreign currency risk, First Gen group may consider entering into derivative transactions, 
as necessary. 
 
In the case of EDC, its exposure to foreign currency risk is mitigated to some degree by some 
provisions of its GRESC’s, SSA’s and PPA’s. The service contracts allow full cost recovery while its 
sales contracts include billing adjustments covering the movements in Philippine peso and the U.S. 
dollar rates, U.S. Price and Consumer Indices, and other inflation factors. 
The effect of changes in foreign currency rates in equity pertains to the fair valuation of the derivatives 
designated as cash flow hedges and is exclusive of the impact of changes affecting the Group’s 
consolidated statements of income. 
 
Credit Risk 
Credit risk is the risk that the Group will incur losses from customers, clients or counterparties that fail 
to discharge their contracted obligations. The Group manages credit risk by setting limits on the 
amount of risk the Group is willing to accept for individual counterparties and by monitoring exposures 
in relation to such limits. 
 
As a policy, the Group trades only with recognized, creditworthy third parties and/or transacts only with 
institutions and/or banks which have demonstrated financial soundness. Credit verification procedures 
for customers on credit terms are done. In addition, receivable balances are monitored on an ongoing 
basis and the level of the allowance account is reviewed on an ongoing basis to ensure that the 
Group’s exposure to credit risk is not significant. With respect to credit risk arising from the other 
financial assets of the Group, which comprise mostly of cash and cash equivalents, short-term 
investments and trade and other receivables, the Group’s exposure to credit risk arises from default of 
the counterparty, with a maximum exposure equal to the carrying amount of these instruments. 
 
Credit Quality of Neither Past Due Nor Impaired Financial Assets. The payment history of the counter 
parties and their ability to settle their obligations are considered in evaluating credit quality. Financial 
assets are classified as high grade if the counterparties are not expected to default in settling their 
obligations, thus, credit exposure is minimal. These counterparties normally include banks, related 
parties and customers who pay on or before due date. Financial assets are classified as standard 
grade if the counterparties settle their obligations to the Group with tolerable delays. Low grade 
accounts are accounts which have probability of impairment based on historical trend. These accounts 
show propensity of default in payment despite regular follow-up actions and extended payment terms. 
 
As at December 31, 2013 and 2012, the financial assets categorized as neither past due nor impaired 
are viewed by management as high grade. 
 
 
Concentration of Credit Risk 
The Group, through First Gen’s operating subsidiaries namely, FGP and FGPC, earns a substantial 
portion of its revenues from Meralco.  Meralco is committed to pay for the capacity and energy 
generated by the San Lorenzo and Santa Rita power plants under the existing long-term PPAs which 
are due to expire in September 2027 and August 2025, respectively.  While the PPAs provide for the 
mechanisms by which certain costs and obligations including fuel costs, among others, are passed-
through to Meralco or are otherwise recoverable from Meralco, it is the intention of First Gen, FGP and 
FGPC to ensure that the pass-through mechanisms, as provided for in their respective PPAs, are 
followed. 
 
EDC’s geothermal and power generation businesses trade with NPC as its major customer.  Any 
failure on the part of NPC to pay its obligations to EDC would significantly affect EDC’s business 
operations.  
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Under the current regulatory regime, the generation rates charged by FGP and FGPC to Meralco are 
not subject to regulations and are complete pass-through charges to Meralco’s customers. 
 
The Group’s exposure to credit risk arises from default of the counterparties, with a maximum 
exposure equal to the carrying amounts of the receivables from Meralco, in the case of FGP and 
FGPC, and the receivables from NPC, in the case of EDC. 
 
Liquidity Risk 
The Group’s exposure to liquidity risk refers to lack of funding needed to finance its growth and capital 
expenditures, service its maturing loan obligations in a timely fashion, and meet its working capital 
requirements.  To manage this exposure, the Group maintains internally generated funds and 
prudently manages the proceeds obtained from fundraising in the debt and equity markets.  On a 
regular basis, the Group’s Treasury Department monitors the available cash balances.  The Group 
maintains a level of cash and cash equivalents deemed sufficient to finance the operations. 
 
In addition, the Group has short-term investments and has available credit lines with certain banking 
institutions. FGP and FGPC, in particular, maintain a Debt Service Revenue Account to sustain the 
debt service requirements for the next payment period. As part of its liquidity risk management, the 
Group regularly evaluates its projected and actual cash flows. It also continuously assesses the 
financial market conditions for opportunities to pursue fund raising activities. 
 
As at December 31, 2013 and 2012, 19% and 22%, respectively, of the Group’s debts will mature in 
less than one year, based on the carrying value of borrowings reflected in the consolidated financial 
statements. 

 
Equity Price Risk 
The Group’s quoted equity securities are susceptible to market price risk arising from uncertainties 
about future values of the investment in equity securities. The Group manages the equity price risk 
through diversification and by placing limits on individual and total equity instruments. The Group’s 
BOD reviews and approves all equity investment decisions. 
 
Capital Management 
The primary objective of the Parent Company’s capital management is to arrive at a debt restructuring 
agreement with its creditors in order to maximize shareholder value.  Capital includes all the items 
appearing in the equity attributable to the Parent Company amounting to  
P=40,112 million as at December 31, 2013 and P=39,003 million as at December 31, 2012.  As 
discussed in Note 1(b), the Parent Company defaulted on its principal and interest payments on its 
long-term direct and indirect obligations.  The Parent Company’s BSMP addresses all its financial 
obligations. 

As of December 31, 2013 and 2012, remaining unrestructured loans under the BSMP amounted  
to P=66 million. 

Under the BSMP, cash is reserved for debt service and working capital requirements.  The Parent 
Company has no material commitments for capital expenditures and has not made any major 
investments since 2002.  Proceeds of asset sales are placed in short-term financial instruments under 
the Parent Company’s International Organization on Standardization-certified Money Market 
Operations procedure.  Payment requirements for interest and operating expenses are withdrawn 
using the same process. 

Certain of its subsidiaries are obligated to perform certain covenants with respect to maintaining 
specified debt-to-equity and minimum debt-service-coverage ratios, as set forth in their respective 
agreements with the creditors. 

 
There are no known trends, demands, commitments, events or uncertainties that will have material 
impact on the Company’s liquidity or sales; there are no material off-balance sheet transactions, 
arrangements, obligations (including contingent obligations), and other relationships of the company 
with unconsolidated entities or other persons created during the reporting period; and, there are no 
events that will trigger direct or contingent financial obligation that is material to the company, 
including any default or acceleration of an obligation, other than those disclosed above and in the 
notes to consolidated financial statements herein attached. Also, the Company has no material 
commitments for capital expenditures. 
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(c) Minority Shareholders 
 

Indicate the principal risk of the exercise of controlling shareholders’ voting power. 
 

Risk to Minority Shareholders 

When the interests of the controlling and minority shareholders are not aligned, there is a 
probability that the interest of the minority will take a back seat.  

 
 
 

3) Control System Set Up 
 

(a) Company  
 

Briefly describe the control systems set up to assess, manage and control the main issue/s faced by the 
company:  

 

Risk Exposure  Risk Assessment 
(Monitoring and Measurement Process) 

Risk Management and Control 
(Structures, Procedures, Actions 

Taken) 

Accounting Risk 
 
PFRS 10 -- Consolidated 
Financial Statements 
replaces the portion of PAS 
27 -- Consolidated and 
Separate Financial 
Statements which addresses 
the accounting for 
consolidated financial 
statements. 
 

Following the reassessment 
and based on the new 
definition of control under 
PFRS 10, the Company 
determined that it does not 
control ABS-CBN) and 
controls First Philippine 
Holdings Corporation.  

Starting January 1, 2013, the 
Group deconsolidated ABS-CBN 
and consolidated FPH 
retrospectively.  The audited 
consolidated financial 
statements for the years 2011 
and 2012 were restated to 
consolidate subsidiary (FPH) 
accounts into Lopez Holdings, 
and to deconsolidate accounts of 
associate (ABS-CBN). 
 

Customer (Stakeholder) 
wants/satisfaction risk 
 
Requirements of Lopez 
Holdings stakeholders vary 
and the company may be 
unable to meet all 
requirements in a timely 
manner. 

 

Regulators require compliance 
with rules and regulations; 
creditors require the 
settlement of all obligations; 
shareholders require a fair 
return on their investment; 
associated companies require 
financial and other forms of 
support; senior management 
requires current and accurate 
information on group-wide 
operations; employees require 
compensation and benefits. 

Lopez Holdings has to continue 
to serve the needs of 
shareholders, employees, 
associated companies, 
regulators and senior 
management. 
 

Liquidity Risk 
This risk refers to exposure 
to the risk of lower returns on 
its investments or the 
necessity to borrow due to 
shortfalls in cash or expected 
cash flows, or variances in 
their timing.  The 
restructuring plan is based on 
cash flows from dividends 
and asset sales and these 
may not come in as 
expected.   

The Term Sheet circulated by 
the Parent Company to 
creditors on December 19, 
2008 offered bullet payment of 
the principal amount at 12.5 
years from the date on which 
such signing creditors 
accepted the terms and 
conditions in the Term Sheet.   
 

To manage this, the Parent 
Company has to continue to 
obtain the concurrence of 
associates and subsidiaries on 
dividends forecast used in the 
restructuring plan and financial 
models. 
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(b) Group 
 

Briefly describe the control systems set up to assess, manage and control the main issue/s faced by the 
company:  
 

 

Risk Exposure  Risk Assessment 
(Monitoring and Measurement Process) 

Risk Management and Control 
(Structures, Procedures, Actions Taken) 

Foreign Currency 
Exchange Risk 

 

Annual risk identification, 
evaluation, and monitoring 

¶ Regular monitoring of the 
foreign currency rates  

¶ Identify, assess and enter into 
derivative transactions, 
whenever necessary 

Cash Flow Interest 
Rate Risk 

Annual risk identification, 
evaluation, and monitoring 

¶ Regular monitoring of the 
interest rates 

¶ Identify, assess and enter into 
interest hedging, whenever 
necessary 

Credit Risk 
 Annual risk identification, 

evaluation, and monitoring 

¶ Regular review and analysis of 
customer financial and credit 
performances 

¶ Close coordination with 
customers to discuss emerging 
risks 

Liquidity Risk 
 
 

Regular monitoring of available 
cash and credit facilities within 
maintained debt service ratio. 

The Group has to regularly 
evaluate its projected and actual 
cash flows, assess the financial 
market conditions for 
opportunities to pursue fund 
raising activities. 
 

¶ Maintain enough cash sufficient 
to finance operations and 
obligations. 

Capital Risk 
Management 

 

To maintain or adjust the capital 
structure, the Group may adjust 
the dividend payment to 
shareholders, return capital to 
shareholders or issue new 
shares. 

The Group monitors capital 
using a debt-to-equity ratio, 
which is total debt divided by 
equity attributable to equity 
holders of the Parent (excluding 
unrealized fair value gains on 
investment in equity securities, 
cumulative translation 
adjustments, share in other 
comprehensive income of 
associates and equity reserve).  
The Group’s practice is to keep 
the debt-to-equity ratio not 
more than 2.50:1. 
 

The primary objective of the 
Group’s capital management is to 
ensure that it maintains a strong 
credit rating and healthy capital 
ratios in order to support its 
business, comply with its financial 
loan covenants and maximize 
shareholder value. 
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(c) Committee 
 

Identify the committee or any other body of corporate governance in charge of laying down and supervising 
these control mechanisms, and give details of its functions: 
 
The Risk Management Committee is the principal agency for these functions; its creation, power 
and responsibilities are set out in Section 4.4 of the Manual on Corporate Governance. 
 

Committee/Unit Control Mechanism Details of its Functions 

Risk Management 
Committee 

Regular monitoring, review 
and analysis. 

Performs oversight financial 
management functions 
specifically in the areas of 
managing credit, market, 
liquidity, operational, legal 
and other risks of the 
Corporation. 

 

 
 
G. INTERNAL AUDIT AND CONTROL 
 
1) Internal Control System 

 
Disclose the following information pertaining to the internal control system of the company: 
 
(a) Explain how the internal control system is defined for the company; 

 
Section 3.6 of the Manual on Corporate Governance provides for the Internal Control 
Responsibilities of the Board, to wit: 

 
“The control environment of the Corporation consists of (a) the Board which ensures that the 
Corporation is properly and effectively managed and supervised;  (b)  a Management that actively 
manages and operates the Corporation in a sound and prudent manner;  (c) the organizational and 
procedural controls supported by effective management information and risk management reporting 
systems; and (d) an independent audit mechanism  to monitor the adequacy and effectiveness of 
the Corporation’s governance, operations, and information systems, including the reliability and 
integrity of financial and operational information, the effectiveness and efficiency of operations, the 
safeguarding of assets and compliance with laws, rules, regulations and contracts.” 

 
(b) A statement that the directors have reviewed the effectiveness of the internal control system and whether 

they consider them effective and adequate; 
 
On a regular basis, the Audit Committee requires the Internal Audit Groups of major subsidiaries 
(ABS-CBN Corporation and First Philippine Holdings Corporation) to submit and present an annual 
audit plan and a report on the results of their audit findings, evaluation of and improvements on their 
respective internal control system.  
 
Internal Audit of major subsidiaries (FPH and ABS-CBN) reports directly to the Audit Committee 
during its meetings. 
 
 
 Section 3.6 of the Manual on Corporate Governance further provides that: 
 
“The minimum internal control mechanisms for the performance of the Board’s oversight responsibility 
may include: 

 
a. definition of the duties and responsibilities of the Chief Executive Officer (CEO) who is ultimately 
accountable for the Corporation’s organizational and operational controls; 

b. selection of the person who possesses the ability, integrity and expertise essential for the position 
of CEO; 
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c. evaluation of proposed senior management appointments; 
d.  selection and appointment of qualified and competent management officers; and 
e. Review of the Corporation’s human resource policies, conflict of interest situations, compensation 

program for employees and management succession plan.” 
 

The responsibilities of the Audit Committee on internal control system are provided in the Audit 
Committee Charter, to wit: 

 

¶ “Monitor and evaluate the adequacy and effectiveness of the company’s internal control system 
including information technology security and control to ensure: 

¶ Effectiveness and efficiency of operations 

¶ Reliability of financial reporting 

¶ Compliance with policies, laws and regulations 

¶ Safeguarding of assets 

¶ Economical and efficient use of resources. 

¶ Understand the scope of internal and external auditors’ assessment of internal control and review 
the status of all internal and external audit recommendations and their implementation.   

¶ Perform oversight financial management functions specifically in the areas of managing credit, 
market, liquidity, operational, legal and other risks of the corporation, and crisis management.” 

 

(c) Period covered by the review:    Year 2015 

 
(d) How often internal controls are reviewed and the directors’ criteria for assessing the effectiveness of the 

internal control system; and 
 
The Audit Committee meets at least quarterly during the year and additional meetings are held if 
necessary. 

 
(e) Where no review was conducted during the year, an explanation why not. 

 
Not applicable.  

 
2) Internal Audit 

 
(a) Role, Scope and Internal Audit Function 

  
Give a general description of the role, scope of internal audit work and other details of the internal audit 
function. 

 

Role Scope 

Indicate 
whether In-

house or 
Outsource 

Internal Audit 
Function 

Name of Chief 
Internal 

Auditor/Auditing 
Firm 

Reporting process 

To provide an 
independent, 
objective 
assurance and 
consulting services 
designed to add 
value and improve 
the organization’s 
operations.   
 
It assists the 
organization to 
achieve its 
objectives by 
bringing a 
systematic, 

The scope of work 
of the Internal Audit 
is to determine 
whether the 
organization’s 
network of risk 
management, 
control and 
governance 
processes, as 
designed and 
represented by 
management, is 
adequate and 
functioning.  
 

In-house 

The internal audit 
group of parent 
Lopez, Inc. 
serves as internal 
auditor of Lopez 
Holdings headed 
by Ms. Marifi H. 
Hernandez. 

 
 
Internal audit of 
major subsidiary 
FPH and affiliate 
ABS-CBN report 
directly to the Audit 
Committee during 
its meetings. 
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disciplined 
approach to 
evaluate and 
improve the 
effectiveness of 
risk management, 
control and 
governance 
process. 
 

 
 

(b) Do the appointment and/or removal of the Internal Auditor or the accounting /auditing firm or corporation to 
which the internal audit function is outsourced require the approval of the audit committee? 

 
Yes. Approval of the appointment or removal of the internal auditor is one of the Audit Committee’s 
responsibilities. The internal audit group of its parent, Lopez, Inc. serves as internal auditor of Lopez 
Holdings Corporation headed by Ms. Marifi H. Hernandez. 

 
(c) Discuss the internal auditor’s reporting relationship with the audit committee.  Does the internal auditor have 

direct and unfettered access to the board of directors and the audit committee and to all records, properties 
and personnel? 
 
The following are the responsibilities of the Audit Committee as provided for in the Audit Committee 
Charter: 
 

¶ Review and approve the audit scope and frequency, and the annual internal audit plan. The 
internal audit activities should be in accordance with the Standards for Professional Practice of 
Internal Auditing (SPPIA). 

¶ Require the internal auditor to report directly to the Audit Committee and to provide the Board, 
senior management, and stockholders with reasonable assurance that its key organizational and 
procedural controls are effective, appropriate and complied with.  

¶ Require the Internal Auditor to render to the Audit Committee and senior management an annual 
report on the internal audit department’s activities, purpose, authority, responsibility, and 
performance relative to audit plans and strategies approved by the Audit Committee.  

¶ Approve the appointment or removal of the internal auditor. 
 

(d) Resignation, Re-assignment and Reasons 
 

Disclose any resignation/s or re-assignment of the internal audit staff (including those employed by the third-
party auditing firm) and the reason/s for them. 

 

Name of Audit Staff Reason 

None  

  

  

 
(e) Progress against Plans, Issues, Findings and Examination Trends 

 

State the internal audit’s progress against plans, significant issues, significant findings and examination trends. 
 

Progress Against Plans 

The progress of annual internal audit plan vs. 
actual is being monitored on an annual basis 
and is reported to Audit Committee and 
Management. 

Issues
6
 

Issues are discussed with the Auditee during 
closing or exit meetings and their responses 
are incorporated in the Internal Audit Report. 

                                                 
6
 “Issues” are compliance matters that arise from adopting different interpretations. 
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Findings
7
 

Findings are reported to the Audit Committee 
and Management through the Internal Audit 
Updates during Audit Committee meetings. 

Examination Trends 
As a holding company, the examinations are 
being done mostly on the subsidiaries and 
investments of the company. 

 
[The relationship among progress, plans, issues and findings should be viewed as an internal control review 
cycle which involves the following step-by-step activities: 

1) Preparation of an audit plan inclusive of a timeline and milestones; 
2) Conduct of examination based on the plan; 
3) Evaluation of the progress in the implementation of the plan; 
4) Documentation of issues and findings as a result of the examination; 
5) Determination of the pervasive issues and findings (“examination trends”) based on single year result 

and/or year-to-year results; 
6) Conduct of the foregoing procedures on a regular basis.] 

 

(f) Audit  Control Policies and Procedures 
 

Disclose all internal audit controls, policies and procedures that have been established by the company and 
the result of an assessment as to whether the established controls, policies and procedures have been 
implemented under the column “Implementation.” 

 

Policies & Procedures Implementation 

 

To be able to properly allocate internal audit 
resources, to focus only on the critical and 
important aspects of the business and to be able 
to make relevant recommendations to 
management. The procedures cover, 
understanding the business, understanding the 
company’s control environment and business 
process. 
 
The internal audit process covers the following: 

¶ Annual planning 

¶ Engagement planning 

¶ Performing the engagement 

¶ Communicating results 

¶ Follow-up and monitoring 
 

Internal audit of major subsidiaries (FPH and 
ABS-CBN) on an annual basis reports directly 
to the Audit Committee during its meetings. 

 

 
Internal audit shall validate the risks identified and 
assessed by management. The risk assessment 
shall be used in defining the audit priorities and 
developing the annual audit plan. It is the 
management’s responsibility to identify and 
assess business risks. 
 

A report on Risk Management is in Item F 
hereof. 

 
 

(g) Mechanism and Safeguards  
 

State the mechanism established by the company to safeguard the independence of the auditors, financial 
analysts, investment banks and rating agencies (example, restrictions on trading in the company’s shares and 
imposition of internal approval procedures for these transactions, limitation on the non-audit services that an 
external auditor may provide to the company): 

 

                                                 
7
 “Findings” are those with concrete basis under the company’s policies and rules. 
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Auditors  
(Internal and External) 

Financial Analysts Investment Banks Rating Agencies 

1. Direct reporting to 
the Audit 
Committee 

2. Annual 
declaration/ 
undertaking of 
non-conflict of 
interests by the 
internal and 
external auditors 

3. Duly approved 
Audit Committee 
Charter 

 

 

Sections 9 and 10 of the Manual on Corporate Governance states, to 
wit: 
 
“Section 9 External Audit 
 
An external auditor shall enable an environment of good corporate 
governance as reflected in the financial records and reports of the 
Corporation.   
 
The Board, after consultation with the Audit Committee, shall 
recommend to the stockholders an external auditor duly accredited by 
the SEC and who shall undertake an independent audit of the 
Corporation and provide an objective assurance on the manner by 
which the financial statements will be prepared and presented to the 
stockholders.   
 
The reasons for the resignation, dismissal or cessation from service 
and the date thereof of an external auditor shall be reported in the 
Corporation’s annual and current reports.  Said report shall include a 
discussion of any disagreement with said former external auditor on 
any matter of accounting principles or practices, financial statement 
disclosure or audit procedure which the former external auditor and 
the Corporation failed to resolve satisfactorily.  A preliminary copy of 
the report shall be given by the Corporation to the external auditor 
before its submission. 

 
The external auditor shall not at the same time provide the services of 
an internal auditor.  The Audit Committee shall ensure that other non-
audit work of the external auditor shall not be in conflict with the 
functions of the external auditor.    

 
If an external auditor believes that the statements made in the 
Corporation’s annual report, information statement or any report filed 
with the SEC or any regulatory body during the period of his 
engagement is incorrect or incomplete, he shall present his 
comments or views on the matter in the said reports. 
 
The handling partner of the Corporation’s external auditor, or the 
handling partner of the external auditing firm assigned to the 
Corporation, shall be changed or rotated every five (5) years or 
earlier, as determined by the Board.” 
 
“10. Internal Auditor 
 
“The Corporation shall have in place an independent internal audit 
system which shall be performed by an Internal Auditor or a group of 
Internal Auditors, through which its Board, senior management, and 
shareholders shall be provided with reasonable assurance that key 
organizational and procedural controls are effective, appropriate, and 
complied with.  The internal audit system to be adopted shall take into 
account the nature and complexity of the Corporation’s business and 
the business culture, the volume, size and complexity of the 
transactions, the degree of risks, the degree of centralization and 
delegation of authority, the extent and effectiveness of information 
technology and the extent of regulatory compliance. 
 
The Internal Auditor shall facilitate the implementation of the anti-
corruption programs and procedures of the Corporation by 
recommending guidelines including on assigning of responsibility for 
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the development of controls. In furtherance of the Corporation’s good 
governance initiatives and in consonance with its anti-corruption 
programs and procedures, its Code of Conduct, its Code of Employee 
Discipline, the Internal Auditor shall establish and facilitate the 
implementation of a Whistleblower Policy which identifies who could 
be whistleblowers, laying the matters which are reportable 
thereunder, the procedures for whistle blowing, as well as their rights 
and responsibilities under the said policy. 
 
The internal control system for management’s operational 
responsibility shall center on the Chief Executive Officer. 

 
The Internal Auditor shall report to the Audit Committee.” 

 

 
(h) State the officers (preferably the Chairman and the CEO) who will have to attest to the company’s full 

compliance with the SEC Code of Corporate Governance. Such confirmation must state that all directors, 
officers and employees of the company have been given proper instruction on their respective duties as 
mandated by the Code and that internal mechanisms are in place to ensure that compliance. 

 
The Chairman/Chief Executive Officer or the President/Chief Operating Officer together with the 
Compliance Officer will attest, to the best of their knowledge, to the Company’s full compliance with the 
SEC Code of Corporate Governance. 

 
 

H. ROLE OF STAKEHOLDERS 
 

1) Disclose the company’s policy and activities relative to the following: 
 

 
Policy Activities 

Customers' welfare 

Customer satisfaction is a 
paramount concern. 
 
The Company aims to achieve 
business excellence in all 
services and processes.  
 
 

The Company is a holdings 
company. Some of its 
subsidiaries and affiliates to 
whom it provides services are 
its customers.  To ensure 
innovation and continuous 
pursuit of improvements in all 
services and processes, the 
Company’s management 
systems are assessed and 
registered against the 
requirements of ISO 
9001:2008. This covers 
management services in 
Finance and Accounting, 
Public Relations, Human 
Resources and Legal Services. 
It was last re-registered on July 
9, 2015. 
 
The Company conducts 
customer satisfaction surveys 
annually.  
 
The Company also considers 
its investors as its customers. 
The Company ensures that it is 
financially sound and strives to 
give shareholders dividends 
annually. The last dividend 
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given was in June 2015. 
 
The Company keeps 
confidential shareholders’ 
information. It conducts a 
satisfaction survey after the 
annual stockholders meeting.  
  

Supplier/contractor selection 
practice 

The Company adheres to a 
procurement process to ensure 
that products and services 
needed are purchased at the time 
needed at the best price and 
quality. 
 
The Company values suppliers of 
goods and services as partners in 
the pursuit of the Company’s 
businesses. 
 
It follows rules concerning the fair 
and transparent process of 
supplier/contractor selection. The 
company’s purchasing procedure  
requires the accreditation of 
suppliers/contractors. 

Conduct business transactions 
with integrity, fairness and 
professionalism. 
 
Typical supplier/contractor 
accreditation criteria used are 
technical expertise, feedback 
from other customers, 
responsiveness, and cost. 
 
Assist suppliers in improving 
the quality of their services. 
 
A supplier satisfaction 
measurement survey is  
required to be done prior to 
renewal of contracts of 
suppliers/service providers. 
Typical evaluation criteria used 
include response time, 
accuracy of output, 
completeness of service, 
regulatory compliance, among 
others. 
 
 

Environmentally friendly value-
chain  

The Company aims to ensure the 
environmental friendliness of 
corporate operations, and to 
contribute to the over-all 
sustainability of the physical 
environment where it operates. It 
is committed to protecting and 
preserving the environment. 
 

The Corporation engages in 
recycling activities such as 
recycling of paper. Its Annual 
Report is printed on recycled 
paper. Waste segregation, and 
water and electricity 
conservation are also 
practiced. In 2013, it had a tree 
planting activity in Antipolo.     

Community interaction 

The Company supports  non-
governmental organizations 
whose objectives and activities 
are aligned  with the Company’s 
goal and commitment to 
contribute to society’s needs for 
poverty alleviation, health, 
education and environmental 
protection.  
 
To uplift and upgrade the life, in 
its various dimensions, of local 
communities where our 
companies have various 
operations. 

 Pursuit of  civic, charitable, 
and social projects and 
undertakings, such as the 
“BayaniJuan” project. 
 
Supports the Knowledge 
Channel Foundation and the 
Eugenio Lopez Foundation.   
 
Gives education subsidies to 
grade school students thru Phil 
Asia Assistance Foundation, 
Inc.  

Anti-corruption programmes 
and procedures?  

Section 10 of the Manual for 
Corporate Governance provides 
that the Internal Auditor shall 
facilitate the implementation of 

 
Abides by laws, rules, orders 
and decisions of the 
government while keeping the 



58 

 

the anti-corruption programs and 
procedures of the Corporation by 
recommending guidelines 
including on assigning of 
responsibility for the development 
of controls. In furtherance of the 
Corporation’s good governance 
initiatives and in consonance with 
its anti-corruption programs and 
procedures, its Code of Conduct, 
its Code of Employee Discipline, 
the Internal Auditor shall establish 
and facilitate the implementation 
of a Whistleblower Policy which 
identifies who could be 
whistleblowers, laying the matters 
which are reportable thereunder, 
the procedures for whistleblowing, 
as well as their rights and 
responsibilities under the said 
policy.   

right to invoke any and all legal 
entitlements and 
administrative, judicial or other 
remedies.  
 
The Board approved a 
Whistleblower Policy in 2014. 
This has been disseminated to 
all employees.  
 
Employees have attended a re-
training on the Code of 
Discipline.   
 
The Company is a signatory to 
the Integrity Initiative. 
 
 

Safeguarding creditors’ rights  

The Company values the 
contribution that creditors give to 
the Company’s growth and 
development.  
 
The Company respects creditors’  
rights and interests which the law 
safeguards. 

The Company ensures that it is 
financially sound.  
 
It is committed to honoring 
debt covenants. The Company 
continues to offer to buy-back 
and buys back debt from 
creditors.  
 
Analysts’ briefings are held and 
the last one was on May 28, 
2015.  
 

 
 

2) Does the company have a separate corporate responsibility (CR) report/section or sustainability report/section? 
Yes 

 
3) Performance-enhancing mechanisms for employee participation. 

 
(a) What are the company’s policy for its employees’ safety, health, and welfare?  

 
The company treats employees as its most important resource, thus, it is committed in fostering a work 
environment in which employees are treated with respect and dignity. It is also the policy of the company 
to look after the general welfare of its employees.  Employees are provided opportunities for professional 
advancement, care for their professional needs and the enhancement of the quality of life and of their 
families. The company is committed to find effective ways to foster professionalism, teamwork and 
employee participation to attain higher levels of productivity and quality. 
 
Employee safety is likewise of prime importance to the company.   

 
(b) Show data relating to health, safety and welfare of its employees. 

In 2014, the Company spent approximately P1.91 million for employees’ annual physical check-up, 
vaccines, and hospitalization benefits for employees and their dependents. The rate of absences on 
account of sickness continue to be almost nil. The company has continued implemented programs to 
build knowledge and better understanding of wellness in all its dimensions: physical, emotional, financial, 
as well as spiritual.   
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Among the projects that continued to be conducted in 2015 focused on emergency preparedness, financial 
investments, change management to help employees plan for any eventualities that could happen in their 
careers and personal lives.  

The Company ensures that employees are regularly oriented on such topics as maintaining safety in the 
workplace and preparing for and dealing with emergencies. There is an Environment, Safety & Health (ESH) 
committee that ensures that environment, safety, and health matters are well taken care of.  To date, the 

company has had no incidents of injuries in the workplace.  Employees participated in seminars/lectures in 

emergency preparedness focusing on Earthquake awareness and actively participated in the Metro-wide 
Earthquake Drill on 30 July 2015. 

In June 2015, LHC employees attended a  re-orientation ( on Disaster Preparedness) conducted by a third 
party emergency response provider. 

The Company-issued survival kits were reviewed for any expired items. The kit contains items (e.g. 
water, canned food, blanket, light, medicines, etc.)  to help employees survive should an unexpected 
calamity strike (e.g. a high intensity earthquake) while in the office.  

Other benefits that cater to employee needs are life insurance coverage, vacation and sick leave 
entitlement, rest and recreation programs like the annual summer outing, and financial assistance in the 
form of loan facilities. Employees were also provided company uniforms to promote corporate identity 
and esprit de corps. 

(c) State the company’s training and development programmes for its employees. Show the data. 

A quality objective of the company is to have each and every employee undergo at least three (3) training 
man-days per year. In 2015, the Company’s employees underwent a total of 604 training hours, at an 
average of 3.56 man days per employee covering 20 training courses with a total cost of Php269,700. 
Details of the training are as follows:  

Functional 
Role/Group 

Competencies 
Required 

Training Activity Training Courses 

All employees 
Performance 
Management  

Coaching & Mentoring by superior   

  Risk Management Training/Forum/Coaching/Mentoring 
Emergency 

Preparedness, First Aid 
Training 

  Communication Classroom Training (External or Internal) 

Communication 
(Softskill) 

  Building Relationships Classroom Training (External or Internal) 

  Customer Focus Classroom Training (External or Internal) 

  Wellness Classroom Training (External or Internal) 
Wellness activities, 

Walk the Talk 

Executives & 
Managers 

Strategic Pespective Classroom Training (External or Internal) 

Leadership & 
Management Courses 

Strategic Planning Classroom Training (External or Internal) 

Problem Solving & 
Decision-Making 

Classroom Training (External or Internal) 

Building Relationships Classroom Training (External or Internal) 

Cross-Functional                                                            
(All support staff) 

Business Fundamentals Classroom Training (External or Internal) 
   5 S & Records 
Management 
Reorientation 

Computer literacy Mentoring 
Mentoring & Sharing 

of skills 

ESH Committee 
Updates knowledge on 
ESH Requirements 

ESH Training (Lopez Group  sponsored) 
D.A.R.T., First Aid 

Refresher Course, Fire 
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  Networking with ESH counterparts inLG) 
Prevention, Disaster 
Management 

Executive 
Assistant 

Technical Competency, 
Analytical Thinking, 
Computer Literacy 

Classroom/Echo Training / Mentoring Webinars 

Paralegal 

Technical -  
Communication, time 
management, confidence 
building 

Classroom Training (External)/Forum 
Communication, 

Center for Global Best 
Practices 

Technical - Regulatory 
requirements 

Classroom Training (External)/Forum 
PSE, SEC, BIR 

seminars, updates by 
Controllership group 

Admin Officer 

Analytical Thinking On-the-job / coaching   

Technical - Disaster 
Management 

ESH Training (Lopez Group- sponsored)/   
Networking with ESH counterparts in LG 

Fire/Earthquake/Typho
on preparedness 

Sr. Accountant 
Analytical Thinking, NAV 
2013, Regulatory 
Requirements 

Continuing Education 
Accountancy Week, 

PSE, SEC, BIR seminars 

    Self reading of GAAP books   

Accountant/        
Cashier 

Technical - Regulatory 
requirements, NAV 2013 

Classroom Training/Forum 
PSE, SEC, BIR 

seminars, updates by 
Controllership group 

Accounting Staff 

Technical - Regulatory 
requirements, 
Communication, NAV 
2013 

Attendance in learning sessions/seminars PSE, SEC, BIR 
seminars, updates by 
Controllership group   sponsored by Group Controllership 

Coaching/Mentoring by superior   

HR Officer Compensation & Benefits 
Coaching / Mentoring /  Calssroom 
Training 

  

  OD Classroom Training (External) 
PMAP Annual 

Conference 

Purchasing 
Officer 

Purchasing Management 
Coaching / Mentoring / Classroom 
Training (External) 

Basic Purchasing 
Management & 
Negotiation 

PR Specialist 
Media Relations, 
Communication 

Classroom Training 

PRSP Congress, 
Understanding the 
Media, presentation 
skills 

Investor/Media 
Relations 

Technical - Investor 
Relations 

Classroom Training 
Finance Related 

seminar 

Technical - Regulatory 
requirements 

Classroom Training 
PSE, SEC 

orientation/seminar 

Technical - PR Classroom Training 
IABC Conference, 

Professional Directors 
Program of ICD 

SAVP Corp 
Comm 

Technical - Corp Comm Classroom Training 
IABC Conference , 

Mobile Conference 

VP-Financial 
Controls 

Techncial - Acctng, 
Regulatory, Taxes, QMS 

Attendance in Learning 
Sessions/Seminars, both internal and 
external 

PSE, SEC, BIR 
seminars, updates by 
Controllership group 

AVP-Finance 
Management 

Advance Finance 
Modeling, NAV 2013 

Attendance in Learning 
Sessions/Seminars, both internal and 
external 

Fundamentals of 
Investors Relations, 
Advance Financial 
Analysis & Modeling, 
Role of Finance Officer 
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VP - Legal 

Technical - Regulatory 
requirements Attendance in Learning 

Sessions/Seminars, both internal and 
external 

PSE, SEC 
orientation/seminar 

Technical - Contract 
Drafting & Negotiation 

Continuing Legal 
Education, Corporate 
Governance 

SM - Legal 

Technical - Regulatory 
requirements Attendance in Learning 

Sessions/Seminars, both internal and 
external 

PSE, SEC 
orientation/seminar 

Technical - Contract 
Drafting & Negotiation 

Continuing Legal 
Education,  Corporate 
Governance 

  

(d) State the company’s reward/compensation policy that accounts for the performance of the company beyond 
short-term financial measures 

 
The Company has an Employee Stock Purchase Plan and an Employee Stock Option Plan which were 
approved in 2011. Awards have been granted to all of the Corporation’s employees and officers. 
Subscription and other rights under said plans are exercisable over a period of ten (10) years.   

 
4) What are the company’s procedures for handling complaints by employees concerning illegal (including 

corruption) and unethical behaviour?  Explain how employees are protected from retaliation. 
 

Where the illegal or unethical behavior constitutes a violation of the Manual for Corporate Governance, the  
complaint will be given to the Compliance Officer who, under the Manual for Corporate Governance (Section 
2)  is given the responsibility of determining violations. The Compliance Officer will make a determination and 
report any violation to the Board and recommend the imposition of an appropriate disciplinary action.  The 
Board shall take appropriate action, after notice and hearing, on the individual director, officer, or  employee, 
and impose a penalty such as censure, suspension or removal from office depending on the gravity of the 
offense as well as the frequency of the violation. The commission of a serious violation of a material provision 
of the Manual for Corporate Governance by any member of the Board of the Corporation shall be sufficient 
cause for removal from directorship. (Section 3.9 of the Manual for Corporate Governance) 
 
Where the illegal or unethical behavior constitutes a violation of the Code of Employee Discipline, disciplinary 
action shall be taken against officers and employees after due notice, investigation and validation. 

 
I. DISCLOSURE AND TRANSPARENCY 
 
1) Ownership Structure  

 
(a) Holding 5% shareholding or more 

 

Shareholder Number of Shares Percent Beneficial Owner 

Lopez, Inc. 2,428,757,045 52.83% Lopez, Inc. 

PCD Nominee Corp. 1,335,763,349 
 

29.04% Various Filipino 
individuals and 
entities 

PCD Nominee Corp.   618,592,610 13.45% Various Foreign  
individuals and 
entities 

 
  

Name of Senior Management  
Number of Direct 

shares 

Number of  
Indirect shares / Through 
(name of record owner) 

% of 
Capital 
Stock 

Oscar M. Lopez 11,510,508 121,900 0.25% 

Manuel M. Lopez 7,783,897 17,505,000 0.55% 

Eugenio Lopez III 3,724,365   0 0.08% 

Salvador G. Tirona 204,724   0 0.00% 
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Enrique I. Quiason 191,960 0 0.00% 

Federico R. Lopez 2,002,857 2,000 0.04% 

Miguel L. Lopez 863,517 0 0.02% 

Cielito R.A. Diokno 758,181 0 0.02% 

Maria Amina O. Amado 392,209 0 0.01% 

Ma. Victoria M. Marcelino 218,475 0 0.00% 

TOTAL 27,567,238    17,628,900 0.97% 

 
2) Does the Annual Report disclose the following: 

 

Key risks Yes 

Corporate objectives Yes 

Financial performance indicators Yes 

Non-financial performance indicators Yes 

Dividend policy  

The amount 
of dividends 
paid during 
the last 3 
years is 

disclosed 

Details of whistle-blowing policy 

No, the 
Whistleblower 

policy was 
approved 
after the 

printing of the 
annual report 

Biographical details (at least age, qualifications, date of first appointment, relevant experience, and any 
other directorships of listed companies) of directors/commissioners 

Yes 

Training and/or continuing education programme attended by each director/commissioner Yes 

Number of board of directors/commissioners meetings held during the year Yes 

Attendance details of each director/commissioner in respect of meetings held Yes 

Details of remuneration of the CEO and each member of the board of directors/commissioners Yes 

 
Should the Annual Report not disclose any of the above, please indicate the reason for the non-disclosure. 

 
3) External Auditor’s fee 

 

Name of auditor Audit Fee Non-audit Fee 

Sycip Gorres Velayo & Co. P1.415 million P268,000 

 
4) Medium of Communication 

 
List down the mode/s of communication that the company is using for disseminating information. 
 
Written disclosures with the PSE and SEC, press releases/briefings, company website, print ads in major 
newspapers, Lopez Group newspaper (Lopezlink), mailings, CDs, electronic mail and tv ads. 

 
5) Date of release of audited financial report:   April 20, 2015 

 
6) Company Website 

 
Does the company have a website disclosing up-to-date information about the following? 
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Business operations Yes  

Financial statements/reports (current and prior years)  Yes 

Materials provided in briefings to analysts and media  Yes 

Shareholding structure  Yes 

Group corporate structure  Yes 

Downloadable annual report  Yes 

Notice of AGM and/or EGM  Yes 

Company's constitution (company's by-laws, memorandum and articles of association)    Yes 

 
Should any of the foregoing information be not disclosed, please indicate the reason thereto. 

 
7) Disclosure of RPT 
 

RPT Relationship Nature 

 Value             
(in 

millions)  

Lopez Inc. (Lopez) Ultimate Parent Company 
Issuances of Lopez Notes and PDRs  
Voting trust agreement  P13,595  

  
  
Internation Finance Corp. 

  
  

5% shareholder of EDC  Loan facility/agreement 

  

           
6,162  

EDC Chile Limitada EDC’s subsidiary in Chile  
Intercompany guarantees 

US$80 

Advances to Officers and Employees Officers and Employees 
Non-interest bearing and normally settled 

through salary deduction  55 

Pilipinas Shell Petroleum  
Significant investors of 

subsidiaries  Throughput fees on pipeline shipment 
              

45  

Lopez Inc. Retirement Fund  Investor of subsidiary Due from as of year end 

                 
7  

Quialex Realty Corporation  Investor of subsidiary Due from as of year end 10                    

SKI Joint venture partner Due from as of year end 
                  

1  

Other entities with common shareholders Affiliates Due from as of year end 
                

58  

Bayanmap  Associate Advances to associates as of year end 
                

26  

Bayantel Associate Advances to associates as of year end 
           

3,427  

Other entities with common shareholders Affiliates Advances to associates as of year end 
                

65  

 
Rockwell-Meralco BPO Joint venture Due to as of year end 244 

 
When RPTs are involved, what processes are in place to address them in the manner that will safeguard the 
interest of the company and in particular of its minority shareholders and other stakeholders? 
 
Under Section 3.5 m of the Manual for Corporate Governance, a committee of independent directors are 
required to review all material or significant related party transactions to determine whether they are in the 
best interest of the Corporation. Pursuant to the same, all material or significant related party transactions 
are presented for review of an ad hoc committee with the three (3) independent directors as members.        

 
Under its charter, the Audit Committee is required to review the quarterly financial statements with 
management and the annual financial statements with the external auditors, focusing particularly, among 
others, on the review of disclosures of material information, related party transactions, and subsequent 
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events. The members of the Audit Committee are the three (3) independent directors.  
 
J. RIGHTS OF STOCKHOLDERS 
 
1) Right to participate effectively in and vote in Annual/Special Stockholders’ Meetings 

 

(a) Quorum 

Give details on the quorum required to convene the Annual/Special Stockholders’ Meeting as set forth in its 
By-laws.   

 

Quorum Required 
Majority (50% plus 1) of stocks entitled to vote except where the 
Corporate Code requires the affirmative vote of a greater proportion. 

 

(b) System Used to Approve Corporate Acts 
 

Explain the system used to approve corporate acts.   
 

System Used Approval of all matters submitted to a vote requires the affirmative vote 
of a majority of the shares of the Corporation’s common stock present 
and/or represented and entitled to vote. 

For the election of directors, there must be present, either in person or 
by representative authorized to act by written proxy, the owners of the 
majority of the outstanding capital stock.  Out of a quorum, the seven 
(7) nominees getting the highest votes shall be elected as directors of 
the Corporation. 

The Corporate Secretary (or in this absence, the Assistant Corporate 
Secretary) is primarily responsible for counting the votes based on the 
number of shares entitled to vote owned by the stockholders who are 
present or represented by proxies at any meeting of the stockholders 
with the assistance of the Corporation’s stock transfer agent and in the 
presence of its external auditor.   

The manner of voting is non-cumulative, except as to the election of 
directors.  On the election of directors, each stockholder may vote 
such number of shares for as many persons as there are directors to 
be elected or he may cumulate such shares and give one candidate 
as many votes as the number of directors to be elected multiplied by 
the number of his shares shall equal, or he may distribute them on the 
same principle among as many candidates as he shall see fit; 
provided, that the total number of votes cast by him shall not exceed 
the number of shares owned by him multiplied by the whole number of 
directors to be elected.  
 
Unless a motion is duly made and seconded, voting shall be made viva 
voce and counted manually by the Corporate Secretary with the 
assistance of the Corporation’s stock transfer agent.  In case of voting 
using the ballots, the Corporate Secretary assisted by the Corporation’s 
stock transfer agent shall count and canvass the ballots. 
 
Votes shall be counted under the supervision and control of the 
Corporate Secretary or Asst. Corporate Secretary with the assistance 
of the independent auditors and the Corporation’s stock transfer agent. 
 

Description 

 

(c) Stockholders’ Rights 
 

List any Stockholders’ Rights concerning Annual/Special Stockholders’ Meeting that differ from those laid 
down in the Corporation Code.   
 
None are different from those laid down in the Corporation Code.  
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Stockholders’ Rights under  
The Corporation Code 

Stockholders’ Rights not in  
The Corporation Code 

  

  

  

 
Dividends 
 

Declaration Date Record Date Payment Date 

May 28, 2015 June 15, 2015 June 27, 2015 

 
(d) Stockholders’ Participation 

 

1. State, if any, the measures adopted to promote stockholder participation in the Annual/Special Stockholders’ 
Meeting, including the procedure on how stockholders and other parties interested may communicate directly 
with the Chairman of the Board, individual directors or board committees.  Include in the discussion the steps 
the Board has taken to solicit and understand the views of the stockholders as well as procedures for putting 
forward proposals at stockholders’ meetings. 

 

2. Measures Adopted 3. Communication Procedure 

The Board of directors, senior management, 
external auditor representatives and senior 
management of  subsidiaries are required to 
attend stockholders meetings so they can 
address any questions which stockholders 
may pose during stockholders meetings.     

During an annual stockholders meeting the 
Chairman and President report on the operations 
and financial results of the previous year and at 
the end of the report, stockholders are asked if 
they have any questions on the report, are given 
the opportunity to ask questions to which 
answers are provided by the Board, senior 
management and/or senior management of 
subsidiaries, and external auditor as appropriate.  
 
Before any matter is asked to be approved during 
a stockholders meeting, information on the matter 
is given and stockholders are asked if they have 
any questions and any objection on the same, 
and are given the opportunity to voice such.  
Questions are answered and any objection is put 
on record.     

Notice of stockholders meetings are 
disclosed with the SEC and the PSE and 
sent to stockholders by courier or mail, 
published in newspapers of general 
circulation, posted on the Company’s 
website, and sent by electronic mail to 
stockholders who have registered and are 
part of our electronic mailing list . The notice 
includes the agenda so that stockholders 
are informed of the matters to be taken up 
during the stockholders meeting.   

  

Stockholders phone in or email questions after 
seeing the notice of meetings and their questions 
are answered on the phone or through email.  

 
 
4. State the company policy of asking shareholders to actively participate in corporate decisions regarding: 
 

a. Amendments to the company's constitution 
b. Authorization of additional shares 
c. Transfer of all or substantially all assets, which in effect results in the sale of the company 

 
Any amendment to the Company’s articles of incorporation and by-laws, an increase in authorized capital 
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stock, and the transfer of all or substantially all assets of the Company require stockholders approval, 
either 50% plus 1 share or  66 2/3% of all stockholders entitled to vote, pursuant to the Corporate Code. 
Any such matter shall be included in the agenda of a stockholders meeting. The proposed matter shall be 
explained to the stockholders during the stockholders meeting. The stockholders shall be asked if they 
have any questions on the same before a vote shall be taken. All questions shall be answered by the 
Board or management. The stockholders shall also be asked if they have objection to the proposed 
matter and any such objection are to be put on record.  

 
5. Does the company observe a minimum of 21 business days for giving out of notices to the AGM where 

items to be resolved by shareholders are taken up?    
 

The Company sends out the notice of the annual stockholders meeting 21 days before the meeting. 

    
a. Date of sending out notices:  April 27, 2015   

b. Date of the Annual/Special Stockholders’ Meeting:  May 28, 2015  
 

6. State, if any, questions and answers during the Annual/Special Stockholders’ Meeting. 

 
The following were the questions asked and answers given during the May 28, 2015 annual 
stockholders meeting which are reflected in the minutes of said meeting.  
 
Mr. Jose Ferrer, a stockholder, inquired about whether or not the feed-in-tariff of P8.53 per kwh of 
EDC’s wind power project in Burgos, Ilocos Norte is an additional revenue of EDC.  The Mr. Nestor H. 
Vasay, Senior Vice President of EDC, replied that the tariff of P8.53 per kwh is the revenue that EDC 
received for the supply of power to the grid.  EDC is required to sell the power generated from the 
Burgos wind project to the grid through whole sale spot market.    
 
Another stockholder commented and thanked Mr. Cesar E.A. Virata for coming early for the 9:00 a.m. 
meeting.  He also congratulated the Corporation for doubling the earnings per share in 2014.  He said 
that he appreciates the technology for rock planting as shown in the cover of the 2014 annual report. 
 
Another stockholder complained that while Sky Cable has posted advertising throughout Makati City 
about the availability of internet service, he was informed that Sky Cable is not available in his area in 
Makati City.  He inquired if this is part of the deal with Globe Telecoms that Sky internet will not be 
available in Makati.  The Chief Operating Officer of Sky Cable Corporation, Mr. Ray Montinola said 
that there is no deal or agreement with Globe Telecoms that Sky internet will not be available in 
Makati.  He said that it may be just a matter of the timing of the project.  Mr. Montinola said that he 
will get the stockholders address to verify when Sky internet services will be available in his area. 
 
Another stockholder inquired about the SGV fee as external auditors.  Ms. Ma. Victoria Marcilino, 
Vice President for Financial Controls of the Corporation, said that the fee is P1.15 million for the year 
2014.   
 
Another stockholder complained that as a subscriber of Destiny Cable, they do not have access to 
ANC News Service.  Mr. Ray Montinola replied that the stockholder may still have an analogue box.  
If he exchanges the analogue box for a digital box, he will be able to watch ANC News.  While there 
is a charge for the digital box of P1,500 there are no additional fees for the subscription to ANC 
News. 
 
 
 
 

7. Result of Annual/Special Stockholders’ Meeting’s Resolutions 

 

8. Resolution 9. Approving 10. Dissenting 11. Abstaining 

12. Approval of 
Minutes 

13. 3,077,011,195 14. 0 15. 0 

16. Ratification of 
Acts of Board, Officers  
& Management 

17. 3,069,650,895 18. 1,182,500 19. 6,177,800 

20. Ratification of 
Audited Financial 

21. 3,077,011,195 22. 0 23. 0 
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Statements 

24. Appointment of 
External Auditor 

25. 3,077,011,195 26. 29,445,344 27.  0 

 

28. Date of publishing of  the result of the votes taken during the most recent AGM for all resolutions: 
 

The results of the votes were filed with the PSE and, thru SEC Form 17-C filed with the SEC, and 
uploaded in the Company website on the same day as the annual stockholders meeting, on May 28, 
2015. 

 
(e) Modifications 

 

State, if any, the modifications made in the Annual/Special Stockholders’ Meeting regulations during the most 
recent year and the reason for such modification: 

 

Modifications Reason for Modification 

None None 

  

  

 
 

(f) Stockholders’ Attendance 
 

(i) Details of Attendance in the Annual/Special Stockholders’ Meeting Held: 
 

 

Type of 
Meeting 

Names of Board 
members / Officers 

present 

Date of 
Meeting 

Voting Procedure 
(by poll, show of 

hands, etc.) 

% of SH 
Attending  
in Person 

% of SH in 
Proxy 

Total % of SH 
attendance 

Annual  

Oscar M. Lopez 
Manuel M. Lopez 
Salvador G. Tirona 
Cesar E. A. Virata 
Enrique  I. Quiason 

May 28, 
2015  

 
 
 
 

Viva Voce 

0.003% 66.97% 67% 

Special  None     

 
 

(ii) Does the company appoint an independent party (inspectors) to count and/or validate the votes at the 
ASM/SSMs?     Yes, Securities Transfer Service, Inc.  

 
(iii) Do the company’s common shares carry one vote for one share?  If not, disclose and give reasons for any 

divergence to this standard. Where the company has more than one class of shares, describe the voting 
rights attached to each class of shares.  Yes 

 
(g) Proxy Voting Policies 

 

State the policies followed by the company regarding proxy voting in the Annual/Special Stockholders’ 
Meeting. 

 
 

Company’s Policies 

Execution and acceptance of proxies 

In writing and signed by the stockholder. If the proxy is 
signed by a representative, a special power of attorney 
or a secretary’s certificate of a board resolution 
authorizing the execution of the proxy is required.   

Notary 
Notarization of the proxy is not required. However, the 
special power of attorney and secretary’s certificate 
mentioned above must be notarized. 
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Submission of Proxy Must be submitted 10 calendar days prior to the meeting 

Several Proxies Accepted 

Validity of Proxy 
Valid for 5 years unless stated otherwise in the proxy, is 
revoked earlier or the stockholder attends in person     

Proxies executed abroad 

The proxy need not be notarized but the special power 
of attorney and secretary’s certificate mentioned above 
must be notarized and duly authenticated by the 
Philippine Embassy or  Consular Office.  

Invalidated Proxy 
Invalidated proxies shall not be considered for voting 
purposes 

Validation of Proxy 

A comparison of the signatures as appearing on the 
signature cards or secretary’s certificate for 
corporations’ vis-à-vis the proxy form and number of 
shares is performed by the Office of the Corporate 
Secretary. Any doubt about the validity of a proxy shall 
be resolved in the stockholder’s favor 

Violation of Proxy 
A proxy which violates a proxy requirement  shall not be 
considered for voting purposes 

 
 

(h) Sending  of Notices 
 

State the company’s policies and procedure on the sending of notices of Annual/Special Stockholders’ 
Meeting. 

 

Policies Procedure 

Notices are sent to stockholders thru as many 
ways as possible at least 15 business days 
from the date of the stockholders meeting  

Notices to stockholders within Metro Manila 
are sent via courier. Notices to stockholders 
outside of Metro Manila or outside of the 
Philippines are sent via mail. These are sent 
out as early as 30 days before the date of the 
stockholders meeting.  

 
Notices are disclosed to the SEC and the 
PSE. 

 
Notices are uploaded to the Company’s 
website. 

 

Notices are published in newspapers of 
general circulation, one month from the date 
of  the stockholders meeting, and another 
one week before the date of the stockholders 
meeting.   

 
(i) Definitive Information Statements and Management Report 

 

Number  of Stockholders entitled to receive 
Definitive Information Statements and 
Management Report and Other Materials 

8,928 

Date of Actual Distribution of Definitive 
Information Statement  and Management Report 
and Other Materials held by market 
participants/certain beneficial owners 

April 27, 2015 

Date of Actual Distribution of Definitive 
Information Statement and Management Report  
and Other Materials held by stockholders 

April 27, 2015 

State whether  CD format or hard copies were 
distributed 

CD format 

If yes, indicate whether requesting stockholders  
were provided hard copies 

Hard copies were provided upon request  
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(j) Does the Notice of Annual/Special Stockholders’ Meeting include the following: 
 

Each resolution to be taken up deals with only one item. Yes  

Profiles of directors (at least age, qualification, date of first appointment, 
experience, and directorships in other listed companies) nominated for 
election/re-election. 

Yes 

The auditors to be appointed or re-appointed. Yes 

An explanation of the dividend policy, if any dividend is to be declared. 

No dividend was to 
be declared or 

approved by the 
stockholders 

during the annual 
stockholders 

meeting   

The amount payable for final dividends. 

No dividend had 
been declared by 

the Board as of the 
date the notice of 

the annual 
stockholders 
meeting was 

released to the 
stockholders.  

Documents required for proxy vote. Yes 

 

Should any of the foregoing information be not disclosed, please indicate the reason thereto. 
 
 

2) Treatment of Minority Stockholders 
 

(a) State the company’s policies with respect to the treatment of minority stockholders. 
 

Under Section 19 of the Manual of Corporate Governance, although all stockholders should be treated 
equally or without discrimination, the Board should consider giving minority stockholders the right to 
propose the holding of meetings as may be proper under the circumstances and the items for discussion 
in the agenda that relate directly to the business of the Corporation. The Corporation is committed to 
providing adequate protection to minority shareholders from abusive and inequitable conduct on the part 
of the majority shareholders, directors, officers, and employees of the Company. Rules shall be adopted 
on the explicit prohibition against any shareholder, director, officer or employee benefiting from 
knowledge not available to minority shareholders and the general public.     
 

Policies Implementation 

Stockholders are encouraged to attend and 
participate in stockholders’ meetings in person 
or by proxy. 

 
A proxy is not required to be notarized; any 
doubt about the validity of a proxy is resolved 
in the stockholder’s favor; and stockholders 
meetings are always held in venues easily 
accessible to stockholders.  

 

Right to Information: 
 
Shareholders have the right to receive timely 
and transparent information about the 
Corporation. 

 
Timely and transparent information about the 
Corporation are disclosed through the SEC 
and the PSE, on the Company’s website, 
through press releases/briefings, electronic 
mail, print ads, and the Lopez Group 
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newsletter Lopezlink. 

     

Right to Nominate Directors and Voting 
Rights: 
 
Shareholders shall have the right to nominate 
and vote for directors, and vote on all matters 
that require their consent or approval. 

 
Minority stockholders have the right to 
nominate, vote for, remove and replace 
directors and vote on certain corporate acts 
pursuant to the Corporation Code, the 
Articles of Incorporation and the By-Laws 
during annual and special stockholders 
meeting. They are entitled to vote each share 
held as of the established record date. 

 

 
Appraisal Rights: 
 
Pursuant to Sections 81 (Instances of 
appraisal right)  and  82 (How right is 
exercise) of the Corporation Code, 
shareholders may exercise their appraisal 
rights.   

This will be implemented should  an actual 
situation arise which would entitle 
shareholders  to exercise their appraisal 
rights.  

 
Right to Dividends: 
 
Shareholders shall have the right to receive 
dividends as may be determined by the 
Board in accordance with the Corporation’s 
By-Laws and relevant agreements. 

Dividends were paid to all shareholders from 
2011 to 2015. 

 
Right of Inspection: 
 
Shareholders are allowed to inspect 
corporate books and records at reasonable 
hours during business days in accordance 
with Section 74 of the Corporation Code. 

 
 

Upon prior written request, shareholders 
are allowed to inspect corporate books and 
records at reasonable hours during 
business days. 

 
Pre-emptive Rights 
 
Shareholders shall have the pre-emptive right 
to all stock issuances of the Corporation 
subject to the provisions of the Articles of 
Incorporation and relevant agreements. 
 

Shareholders have exercised their pre-
emptive right in the past (1997). 

 

(b) Do minority stockholders have a right to nominate candidates for board of directors?  
Yes, all stockholders, including minority stockholders, have the right to nominate candidates for the 
board of directors. In 2015, independent directors, Messrs. Cesar E. A. Virata, Washington Z. SyCip 
and Monico V. Jacob, were nominated by minority stockholders.   

 
K.    INVESTORS RELATIONS PROGRAM 
 

1) Discuss the company’s external and internal communications policies and how frequently they are reviewed.  
Disclose who reviews and approves major company announcements.  Identify the committee with this 
responsibility, if it has been assigned to a committee. 

 
The company thrives on open, honest and timely communication with all stakeholders. Communications 
policies are reviewed annually against corporate objectives, and semi-annually for monitoring of progress 
toward objectives. Any stakeholder (employee, shareholder, etc.) may recommend changes to 
communications protocols through any means (post, electronic). Group Public Relations vets all 
recommended changes to external communications policies and releases most external communications 
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announcements, as approved by the President. Human Resources vets all recommended changes to 
internal communications policies and releases most internal communications announcements, as 
approved by the President. Investor Relations release most announcements of a financial/business 
nature, as approved by the Chief Finance Officer. 

 
2) Describe the company’s investor relations program including its communications strategy to promote effective 

communication with its stockholders, other stakeholders and the public in general.  Disclose the contact details 
(e.g. telephone, fax and email) of the officer responsible for investor relations. 

 

 Details 

(1) Objectives To communicate the true value of the company to 
shareholders, and other stakeholders 
To support a fair market for securities in the Philippine 
capital market 

(2) Principles Prompt disclosure of all material information  
Prompt response to all investor/stakeholder queries 

(3) Modes of Communications SEC and PSE  (official disclosures) 
Website/Registered mailing list 
Mass media 
Electronic mail/Postal or courier service 
Social media 
Investor meetings/Analyst and media briefings  

(4) Investors Relations Officer Carla Paras-Sison  
Phone +632 449 2467 
Fax +632 634 3009 
Mobile +63917 809 3565 
Email cpsison@lopez-holdings.ph 
@cpsison on Twitter 

 
 
L.     CORPORATE SOCIAL RESPONSIBILITY INITIATIVES 
 

Discuss any initiative undertaken or proposed to be undertaken by the company.  
 

  

Initiative Beneficiary 

Scholarship grants (educational subsidies) 
administered by Phil Asia Assistance Foundation, Inc. 
(PAAFI) since 2011 

Elementary students (scholars) 

Subsidy for operations (2015) Eugenio Lopez Foundation (administrator of the 
Lopez Museum and Library) 

Knowledge Channel Foundation Teacher-for-a-Day 
with donation of KCh On-Demand Package (2015) 

Ilugin Elementary School (Pasig City) 

 
 

O. BOARD, DIRECTOR, COMMITTEE AND CEO APPRAISAL 
 

Disclose the process followed and criteria used in assessing the annual performance of the board and its 
committees, individual director, and the CEO/President. 
 
 

 Process Criteria 

Board of Directors 

A Board Self-Assessment Questionnaire is accomplished by 
each member of the Board annually.  This is intended to 
assess the performance of the Board as a whole.  The 
directors are asked to rate board composition, structure, 
processes, and duties and responsibilities. The results are 
then tallied and presented to the Board for evaluation and 

mailto:cpsison@lopez-holdings.ph
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appropriate action. 

Board Committees 

A Self-Assessment Questionnaire is given to the Audit 
Committee members.  This is intended to assess the 
performance of the committee as a whole.  The committee 
members are advised to go over each guide question 
carefully and assign a number from 1 - 10 [the lowest (1) 
meaning strongly disagree and the highest (10) meaning 
strongly agree] which reflects their personal view of the 
degree of the company's compliance to certain corporate 
governance mechanisms. The results are then tallied and 
presented to the committee and the Board for evaluation and 
appropriate action. 

Individual Directors 

An Individual Director Self-Assessment is accomplished by 
each member of the Board annually. This is intended to 
assess the performance of each individual director. The 
director is asked to rate his governance role, knowledge of 
the company and the environment, and effective behavior and 
relationships. 

CEO/President 
The assessment of the performance of the President is done 
by the CEO.  

 
 

P. INTERNAL BREACHES AND SANCTIONS 
 

Discuss the internal policies on sanctions imposed for any violation or breach of the corporate governance manual 
involving directors, officers, management and employees 
 

 

Violations Sanctions 

Conviction of insider trading Removal 

Violations of the provisions of the Manual for 
Corporate Governance and Code of Conduct 

Censure, suspension, and removal depending on 
the gravity of the offense and frequency of 
violation.    

Serious violations of material provisions of the 
Manual for Corporate Governance and Code of 
Conduct 

Removal 
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