LOPEZ HOLDINGS CORPORATION
AUDIT COMMITTEE CHARTER
I. PURPOSE
The Audit Committee shall assist the board of directors in fulfilling its oversight responsibilities
for management and financial reporting process, the system of internal control, the maintenance
of an effective internal and external audit processes, and the company’s process for monitoring
compliance with laws and regulations.
II. AUTHORITY
The Audit Committee, based on the reports of the Internal Auditor and/or management, has
authority to conduct or authorize investigations into any matters within its scope of
responsibility. It is empowered to:
1. Recommend to the Board the appointment, and compensation of any registered public
accounting firm duly accredited by the Securities and Exchange Commission (SEC) ,
and to oversee its work;
2. Meet with company officers, external auditors, or outside counsel as necessary to
resolve any disagreements between management and the auditor regarding financial
reporting;
3. Recommend approved engagement of auditing and non-audit services;
4. Retain independent counsel, accountants, or others to advise the committee or assist
in the conduct of an investigation and seek any information it requires from
employees – all of whom are directed to cooperate with the committee’s requests –
and duly acknowledged third parties.
III. COMPOSITION
The Audit Committee shall be composed of at least three (3) members of the Board, with
accounting, audit, finance, or legal background. All members shall be non-executive directors,
and a majority shall be independent directors. Each member must have an adequate
understanding of the company’s financial management system as it relates to subsidiaries and
affiliates and investments.
The Committee must have a good understanding of generally-accepted accounting principles;
experience in analyzing or evaluating financial statements; appreciate the necessity of internal
controls; and an understanding of audit committee functions.
The Board shall appoint committee members and designate the chairman of the Audit
Committee. The chairman of the Audit Committee shall be an independent director and shall not
be the chairman of the Board or of any other committee.
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The Board of Directors recognizes the responsibilities of management in maintaining an
accurate recording and proper classification of transactions and a sound system of internal
control.
IV. MEETINGS AND RESOURCES
The Chairman shall preside during the committee meetings. The Committee shall appoint a
Secretary, who may or may not be a director or member of the Committee, to prepare minutes of
meetings of the Committee and keep appropriate books and records thereof, if necessary. If the
Chairman is absent, then other members could agree on the presiding member.
A majority of the whole number of members shall constitute a quorum for the transaction of
business and every decision of a majority of the quorum duly assembled shall be valid as an act
of the Committee. Each member shall have one (1) vote. In case of a deadlock in the voting, the
Chairman of the Committee shall break the deadlock by casting a second vote. Decisions and
resolutions of the Committee should be submitted to the Board. Individual members of the
Committee have no powers.
The Board, or the Committee, may appoint one or more persons to serve as advisor(s) to the
Committee. Advisors may attend and speak during the meetings, but have no voting rights on
any action of the Committee.
Regular quarterly meetings shall be held at such time and place and upon such notice, if any, as
the Committee may prescribe. Special meetings may be called by the Chairman of the committee
or by request of a majority of the Committee members with at least one day’s notice of the time
and place of the meeting, given personally or by letter, telegram, telephone, electronic mail, short
messaging system or facsimile. Meetings may be held at any time and place without notice if all
the members are present. Meetings may be held in person, or via telephone or video conference.
All committee members are expected to attend each meeting. The Committee will invite
members of management, auditors and others to attend meetings and provide pertinent
information, as necessary. It may hold private meetings with auditors and hold executive
sessions. The meeting agenda will be prepared and provided in advance to members, along with
appropriate briefing materials.
Summaries of matters discussed at committee meetings are to be presented at the next
succeeding meeting of the Board. Relevant information on meetings shall be included in the
Corporation’s annual report.
The Audit Committee shall meet with the Board at least every quarter and may request for
Executive sessions, and shall periodically meet with the head of the internal audit.
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V. DUTIES AND RESPONSIBILITIES
1. The review of the financial statements of the company shall be done by the Audit
Committee in the following context:
a) Management has the primary responsibility for the financial statements and the
financial reporting process; and
b) The external auditor is responsible for expressing an opinion on the conformity of the
company’s consolidated financial statements with the Philippine Financial Reporting
Standards.
2. The Audit Committee shall review the quarterly financial statements with management
and the annual financial statements with the external auditor, before their submission to
the Board, focusing particularly on:
a) significant accounting and reporting issues, including complex or unusual transactions
and major judgmental areas, and any change in accounting policies and practices and
understanding their impact on the financial statements;
b) the result of audit, including significant adjustments resulting from the audit and any
difficulties encountered;
c) the annual financial statements and consider whether they are comprehensive and
complete, consistent with information known to committee members, and reflect
appropriate accounting principles;
d) review of interim financial reports with management prior to filing with regulators,
and consider whether they are complete and consistent with the information known to
committee members;
e) disclosures of material information, related party transactions, and subsequent events;
f) going concern assumptions;
g) compliance with accounting standards; and
h) compliance with tax, legal and regulatory requirements.
3. With respect to the internal control system and internal audit, the Audit Committee:
a) shall recommend the approval of the internal audit charter, which formally defines the
role of internal audit, as well as oversee the implementation of the internal audit charter;
b) through the internal auditor, shall monitor and evaluate the adequacy and effectiveness
of the company’s internal control system , integrity of financial reporting, security of
physical and information assets, and ensure well-designed internal control procedures and
processes that will provide a system of checks and balances are in place in order to (i)
safeguard the Corporation’s resources and ensure their effective utilization, (ii) prevent
occurrence of fraud and other irregularities, (iii) protect the accuracy and reliability of the
Corporation’s financial data, and (iv) ensure compliance with applicable laws and
regulations;
c) shall oversee the internal auditor, recommend the appointment and/or grounds for
removal of an internal audit head, and approve the terms and conditions for outsourcing
internal audit services;

3

d) shall establish and identify the reporting line of the internal auditor to enable him/her
to properly fulfill his/her duties and responsibilities, which for this purpose is to directly
report to the Audit Committee;
e) shall understand the scope of internal and external auditors’ assessment of internal
control and review and monitor management’s responsiveness to all internal and external
auditor’s findings and recommendations and their implementation;
f) shall perform oversight functions over the internal auditor, and oversight financial
management functions specifically in the areas of managing credit, market, liquidity,
operational, legal and other risks of the corporation, and crisis management;
g) shall ensure the independence of the internal auditor, and that the internal auditor is
given unrestricted access to all records, properties and personnel necessary to perform
internal audit functions;
g) review and approve the audit scope and frequency, and the annual internal audit plan,
and ensure that internal audit activities be in accordance with the Standards for
Professional Practice of Internal Auditing (SPPIA);
h) require the internal auditor to provide the Board, senior management, and
stockholders with reasonable assurance that its key organizational and procedural
controls are effective, appropriate and complied with;
i) require the internal auditor to render 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; and
j) approve the appointment, re-appointment or removal of the internal auditor.
4. With respect to external audit, the Audit Committee shall:
a) prior to the commencement of the audit, discuss with the external auditor, the nature,
proposed scope, approach, and expenses of the audit, including coordination of audit
efforts with internal audit and any other audit firm if more than one audit firm is involved
in the activity to secure proper coverage and minimize duplication of efforts;
b) evaluate and determine any non-audit work of the external auditor, and review
periodically any non-audit fees paid to the external auditor in relation to their significance
to the total annual income of the external auditor and to the Corporation’s overall
consultancy expenses, and shall disallow any non-audit work that will conflict with duties
as an external auditor or may pose a threat to the external auditor’s independence,
provided, that any non-audit work allowed should be disclosed in the Corporation’s
annual report and annual corporate governance report; c) perform oversight functions
over the external auditor, ensuring its independence and unrestricted access to all
records, properties and personnel to enable the performance of the external audit
functions, and ensuring that the external auditor provides an objective assurance on the
manner by which the financial statements should be prepared and presented to the
stockholders;
d) review the performance of the external auditor and recommend to the Board the
appointment, re-appointment or removal of the external auditor who shall be duly
accredited by the SEC;
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e) review and confirm the independence of the external auditor by obtaining statements
from the auditor on any relationship between the auditor and the company, including
rendering of any non-audit service;
f) review and consider the rotation of the external auditor every five (5) years or earlier.
g) regularly review and assess external auditor’s fees and ensure that such fees are
commensurate with the external auditor’s reputation, level of expertise, and required
scope of work, and are in accordance with current industry standards;
h) receive and review information covering the reports of the external auditor and ensure
that management is taking appropriate corrective actions, in a timely manner in
addressing control, and reviews the disposition of the recommendations in the external
auditor’s management letter;
i) ensure that any reason for the resignation, dismissal or cessation from service and the
date thereof of an external auditor are reported in the company’s annual and current
reports, which shall include a discussion of any disagreement with said former external
auditor on any matter of accounting principles or practices, financial statement disclosure
or auditing scope or procedure, what it would have caused if not resolved to the
satisfaction of the former auditor making reference to the subject matter of the
disagreement in connection with its report, and ensure that an event of removal or change
of the external auditor and the reason for such be stated in the disclosures to the
regulators and in the Corporation’s website;
j) ensure that the external auditor does not at the same time provide the services of an
internal auditor to the company; k) on a regular basis, meet separately with the external
auditor to discuss any matters that the committee or auditor believe should be discussed
privately; and
l) assess the external auditor’s integrity, independence, suitability and effectiveness of
the audit process and review the external auditor’s quality control procedures.
5.

With respect to compliance, the Audit Committee shall:
a) review the effectiveness of the system for monitoring compliance with laws and
regulations and the results of management’s investigation and follow-up (including
disciplinary action) on any instance of non-compliance;
b) review findings of any examination by any regulatory agency, and any auditor
observation; and
c) obtain regular updates from management and the company’s compliance officer and
legal counsel regarding compliance matters.

6.

The reporting responsibilities of the Audit Committee are as follows:
a) regularly report to the board of directors about committee activities, issues and related
recommendations;
b) report annually to the shareholders, describing the committee’s composition and how
their responsibilities were discharged, and any other information required to be
disclosed, including approval of non-audit services;
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c) review any report to the SEC, Philippine Stock Exchange, and other regulatory body,
as well as all other reports to be issued by the company that relate to Audit committee
responsibilities; and all
d) provide an open avenue of communication between the internal auditor, the external
auditor, and the board of directors.
7.

The following are the other responsibilities of the Audit Committee:
a) to institute and oversee special investigations as needed and, where appropriate, refer
further investigations to a competent body or agency;
b) to review and assess the adequacy of the committee charter annually, requesting Board
approval for proposed changes;
c) to confirm annually that all responsibilities outlined in this charter have been carried
out; and
d) to perform other activities related to this charter as requested by the board of directors.

VI. PERFORMANCE EVALUATION
The members of the Committee shall evaluate the Committee’s performance in the discharge of
its duties and responsibilities under this committee charter using as standard the best practices set
out in memorandum circulars and other issuances of the Securities and Exchange Commission,
and the ASEAN Corporate Governance Scorecard concerning audit committees. Committee
members shall fill up a self-assessment questionnaire that is developed by the Corporate
Governance Committee.
The results of the performance evaluation and any recommendation for improvement shall be
reported to the Board.
VII. DISCLOSURE
This committee charter shall be fully disclosed on the company’s website.
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