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5 March 2013
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SECURITIES AND EXCHANGE COMMISSION
SEC Building, EDSA,
Mandaluyong City

Thru:  Dir. JustinaCallangan |
Corporate Finance Department !

IRe: SHANG PROPERTIES, INC. (*5P1™)

Gentlemen:

We write to respond to your letter dated 10 February 2014, directing SPI to address
the deficiencies your Office has noted in SPI's ACGR submission.

O the matter of SPI's vision and mission, the Company reviews the same annually,
i.e., during the last meeting of the Board of Directors for each year, along with the

BOD's review of the past vear and its reckoning of the Company's prospects and
challenges for the incoming year,

With respect to the signatory for the ACGR, the Company has yet to find a suitable
replacement for the previously resigned CEO, Rest assured that the Company is on a
continuous lookout for the best candidate to lead it in the coming years.

Please find attached the Company’s Revised ACGR, reflecting ils response above on
the matter of the review of the Company’s mission and vision.

Wery truly yours,

: § . NDE
Co rpora (= kﬁ creta w

¢

T (537 3702700 F. ({:32} 700777 www.shangploperties.com

Level 5. Shangri-La Flaza, EDSA cormer Shaw E-G'._Jl-ﬁvﬁrd hMandaluyong City, Mete Manila, Philipoines 1550



A. BOARD MATTERS

1. BOARD OF DIRECTORS
Number of Directors per the Company’s Articles of Incorporation:

Pursuant to Article SIXTH of the Company's Articles of Incorporation, the number of
directors of the Company shall be fifteen {15},

Actual Number of Directors for the Year:
For the fiscal year 2012-2013, the Company has 15 members of the Board of Directors,

{a#) Composition of the Board

S iDatefirst 0 Datelast
elected (i
ID, state the

umberiof

Edward [ NED |  03.31.92 19June | AGM | 21 yrs.

Kuok Khoon | 2002 | 2 mos,
Loong <
Alfreds O MED 08,11 .88 -do - AGIA 24 yrs,
Ramos™* ™ | 9 mos
Cynthia R NED | 06.2801 | -do- AGM | 11yrs
| pel Castillo | | 1imos
Vicente P. | Retired as of ' - do - AGM
Formoso®** | 30 Jan 2013 B
Alexandra MED | D5.03.06 -do - AGM 7 yrs
R.
| Padilla*** ) - N
Benjamin L | NED ) 08.26.10 -do - AGM 2 yrs
Ra_fn_gs‘“ N | 9 mos
wilfred ED 08,23.11 - do - AGHM 1yr
| woo e . 9 mos. |
Danila ED - 06.13.02 - do AGHM 7 yrs
Regina I Llmos.
Fojas o |
Kin Sun ED 06.16.05 - go - A I 13 yrs
Andrew Ng & mos
Federico G. '_ ED 11.15.99 - do- AL 11 yrs
| Moel, I, ' . 11 mes. |
Wilkie Lee MED | 05.18.08 -di - AGN A yrs
1 . 11 mos
lohnny G MED | Mominee Ideal  Sites | 08.14.07 Sdo- | AGM 5 yrs
Cobankiat af ldeal | and | | % mos
Sites & | Properties,
Praoperties, | Ing,
RELE !
Antonic Q. MEDL | -do- 08.14.07 - o - AGM 5 yrs
Cojuangca | _ 9 mos




George L. | MED | - do - ‘ 08.14.07 | -do- AGI 5yrs ‘
Go o | & mos
Ha Shut Kan MED ' 06.23.10 -do - AGR 2yrs 11 ‘
I | _ mos
{b} Corporate governance policy adopted by the Board / Respect for the Rights of

Shareholders and Stakeholders

The Board of Directors and the Company are committed in their observance of
corporate governance principles.  The Board ensures that such commitment is
continually reflected in the pelicies, strategies and directions taken by the Board and
by the Company. The basic principles of governance of fairness, transparency, and
accountability are duly observed in the Company's dealings with its shareholders and
stakeholders, and & culture of good governance is encouraged within the Company’s
rarks. Thus, regular disclosure duties to the Securities and Exchange Commission and
the Philippine Stock Exchange are also observed studiously.

The Board and the Company 2lsa recognize that a key part of governance is itz open
and effective engagement with its shareholders and stakeholders, so that measures
are in place to assure open channels of communications. Thus, shareholders can raise
comments on the performance and future directions of the Company during the
annual stackholders meetings; annual results are distributed to the stockholders and
dizclosed to the public; the Company's website features various information about the
Company and its operations, directions, disclosures, and financial strength, as well as
encourages feedback fram shareholders and the public alike.

The Board and the Company ensure that the rights of stackholders as provided by law
and regulation are respected. This respect for the Company's shareholders is further
enshrined in Article 6 (&) and [B) of the Company’s Manual of Corporate Governance,
Lo weit:

“a)  The Board shall respect the rights of the stockholders as provided for in the
Corporation Code, namely:

i) Right ta vate on all matters that require their consent or approval;
{if) Pre-emptive right to all stock issuances of the corporation;

(iii} Right to inspect corporate books and records;

(iv)  Right to infarmation;

v} Right to dividends; and

ivi) Appraisal right.

B)  The Board should be transparent and fair in the conduct of the annual and
special stockhaolders’ meetings of the corporation. The stockholders should be
encouraged to personzlly attend such meetings. If they cannot attend, they
should be apprised ahead of time of their right to appoint a proxy. Subject to the

reguirements of the Bylaws, the exercise of that right shall not be unduly
restricted and any doubt about the validity of a proxy should 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 avenus far
them to seek timely redress for breach of their rights,

The Board should take the appropriate steps to remove excessive or
unnecessary costs and other administrative impeadiments to the stockholders
meaningful participation in meetings, whether in person ar by proxy. Accurate
and timely information should be made available to the stockholders to enzble
them to make a sound judgment on all matters brought to their attention for
consideration or approwval.

Although all stockholders should be treated equally or without discrimination,
the Board should give minarity stockhalders the right to propose the holding of
meetings and the items for discussion in the agenda that relate directly to the
business of the corporation.”

fc)  Freguency of Boord review of the Company’s mission and vision

The Company reviews its mission ond vision annually. i.e., during the lost meeting of
the Compony’s Bogard of Directors for each year, along with the Boord's review af the
post vegr and its reckoning of the Company’s prospects and challenges for the
incoming year. (Revised an 03 March 2014, per SEC letter dated 10 February 2014)

fd)

Directorships in other componies
(i} Birectorships in the Company’s Group

Following are the members of the Company’s Board of Directars who hold the office
af directar in other companies within the Group (parent, subsidiaries, assaciates and
joint ventures of the Company):

k- i Typeof Directorship (Executive, Non- . |
iExecutive; independent). Indicate if director '

e e e Slsothe Chalrman. ;

Bronwn Swallow Development Corp., BOFRI

{255 Director's - CorporateNameof = |

Edward Kuok Khoon Loong

BOFR! Holdings, Inc., Green Mangrove
Realty, Inc., Idezl Sites & Froperties,

Inc., Kuok Consultancy, Inc., Kerry
Philippines, Inc. and Minot  Phil
| Holdings, Inc.

Holdings, Inc., Kuok Consultancy, Inc. and
miinot Phil Holdings, Inc. -Chairman

Kerry  FPhilippines, Inc., Green  Mangrove
Fealty, Inc,, ldeal 3ites & Froperties, Inc., and
Kerry  Fhilippines, Ing,  Brown  Swallow
Development Corp., BOFRD Holdings, Inc.,
Kuok Consultancy, Inc. and Shangri-La Flaza |
Corporation - NED

Alfredo C. Ramos®**

Shangri-La Plaza Corparation

MED f Wice Chairman

Alexandra Shangri-La Plaza Corporation MELD
Famos - Padilla™™** -
Wilfred Woo Exermplary Ventures & Interests, inc, | Perfect Sites, Inc.

Ine,, Perfect Sites, Inc. and Shangri-La
Plaza Corporation

KPPl Realty Carp., Mew Contour Realty, I

Exemplary Wentures & Interests, Inc., KPP |
Realty Corp., New Contour Realty, inc., , K3A
Realty Corporation and The Enterprize Center




| Danila RE_EE!. FIJ]E!S i

Kin Sun Andraw Ng

Candominium Corporation- (Mon-Executive

Director)

Ferfect Sites, Inc. and Shangri-La Flazz
Corporation -[Executive Directar)

| KSA  Realty Corp.,

Shangri-La  Plaza
znd  The Enterprize
Center Condominium Corporation

Carporation,

| Shangri-La Piaza Corparation —ED !

K54 Realty Corp. and The Enterprise Center :
Candaminium Corpuq_gg'._r_:m_- HED |

| Beachfront

Beachfront  Holdings,

Properties,

Inic.,
Iz,

Boracay
BCIFRI

| Holdings, Inc., Clavall Properties, Ing,, |

i Clawall

| Condominium

Fealty Corp., 5P Farking
Services, Inc., Ed:za Shangri-La Hotel &
fesort., Inc., EPHI Logistics Holdings,
Inc., Exemplary Ventures & Interests,
Inc., Fart Bonifacie Shangri-La Holel,
Inc,, Ideal Sites & Froperties, Inc., vory
Post Froperties, Inc., Kuok
Consultancy, Ine., KPPI Realty
Corporation, KPFL Management Corp,
Kerry Fhilippines Ing., hMagtan Shangri-
La Hotel & Hesort, inc, Mactan
Beachfront Resources, Ing., Martin B,
Froperties, Inc., Minot Phil Holdings,
Inc., Makati Shangri-La Hotel £ Resort,
Inc. [deing business under tha name
and style of Makati Shangri-La Manila
and Shangri-La’s Boracay Resort &
Spa), New Contour Realty Inc., Perfect

Sites, Inc., KSA Reslty Corporation,,
Shangri-La PFlaza Corporation, Shang
Froperty  Dewvelopers, Inc., Shang

Froperty Manzgement Services, Inc.,
The &t. Francis  Shangri-lz Place
Condominium Corgoration, Shang Fort
Bonifacio Holdings, Inc., Shang Glabal
City Properties, Inc., Shang Glabal City
Holdings, Inc., The Enterprise Center
Corparation,  Shang
Properties Really Corporation and The
Shang Grand Tower Condominium
Corporation

Beachfront Holdings, Inc:BDracay Beachfront
Properties, Inc, BOFRI Holdings, Inc., Clavall
Properties, Inc., Clawvell Reslty Corp., 3P
Farking Services, Inc,, EPHI Logistics Holdings,
Ing., Exemplary Ventures & Interests, inc,
Fort Bonifacio Shangri-La Hotel, Inc., Ideal
Sites & Properties, Inc., lvory Post Properties,
Ine., Kuok Consultancy, KPPl Realty
Corporation, KFPI Panagerment Corp., Kerry
Philipgines Ing., Mactan Beachfront
Resources, Inc., Martin B, Properties, Inc,,
kinot Phil Haldings, Inc,, Mew Contour Realty
inc, Perfect  Sites, Inc., KSA  Realty
Corporation., Shangri-La Flaza Corporation,
Shang  Property Dewvelopers, Inc., Shang
Property Management Services, Inc., The 51
Francis  Shangri-La  Place Condominium
Corporation, Shang Fort Bonifacico Holdings,
Inc., Shang Global City Properties, Inc., Shang
Global City Holdings, Inc.,, The Eaterprise
Center Condorminium  Coarporation,  Shang
Properties Realty Carporation and The Shang
Grand Tower Condorminivum Corporation — |
{Executive Director) |

Ine.,

Cdsa Shangri-La Hotel & Resort., Inc., Makati
Shangri-Lz Hotel & FResort, Inc.  {doing
husiness under the name and style of Makati
Shangri-Lz Manila znd Shangri-La's Boracay
Resort & 3pa) and hactan Shangri-La Hotel &
Resort, Inc.- [Mon-Executive Director)

Federico G. Moel, Ir.

Beachfront  Haoldings,
Beachfront  Propertias, Brown
Swallow Development Corp.,  ROFRI
Heldings, Inc., Clavall Properties, Inc,,
Clavall  Realty Corp.,  SPL Parking
Services, Inc., Edsa Shangri-lg Hotel &
Recort., Inc., EFHI Logistics Holdings,
Inc., Exemplary Ventures & Interests,
Inc., Fort Bonifacio Shangri-la Hotel,
Inc., Green Mangrove Realty ing., ldeal

Inc.,
Inc.,

Baracay

The 51, Francis Shangri-La Place Condominium
Corporation,
The Enlerprise Center Condominium
Corporation, Shang Propertices Realty [
Corporation and The Shang Grand Tower
Condominiurm Corporation

- Chairrman

Beachfrant Maldings, Inc., Boracay Beachiront
Froperties, Inc., Brown Swallow Development

Sites & Properties, Inc, Wory Post | Corp, BOFRI  Haldings, inc, Clavall
Properties, Inc., Kuok Consultancy, ing,, | Fropertigs, Inc, Clavall Realty Corp., 5Pl




| KPP Fealty Cnrpnrati-on. [KFPL | Parking Services, Inc., Edsa Shangri-La Hotel &
ranagement Corp., Kerry Philippines | Resort., Inc., EFHI Logistics Holdings, Inc.,
| Inc., Mactan Shangri-La Hotel & Resort, | Exemplary Ventures & Interests, Inc, Fort
Inc., Miactan Beachfront Resources, | Bonifacic  Shangri-La  Hotel, Inc,  Green
Inc., Martin E. Properties, Inc,, Minot | Mangrove Realty  Inc., Ideal Sites &
Phil Haldings, Inc., Makati Shangri-La | Properties, Inc., lvory Post Properties, Inc.,
Matel & Resart, Inc. |doing business | Kuok  Consultancy,  Inc, KPP Realty
| under the name and style of Makati | Corporation, KFPI Management Corg., Kerry
Shangri-La  Manila  and Shangri-la’s | Philippines Inc., Mactan Shangri-La Hotel &
Goracay Resort & Spa), Mew Contour | Resort, Inc., Mactan Beachfront Resources, |
Realty Ing., Perfect Sites, Inc., KSA | Inc., Martin B Properties, Inc, minat Phil
Realty Corporation., Shangri-Lz Plaza | Holdings, Inc., biakati Shangri-La Hotel &
Corparation, Shang Property | Resort, Inc. (doing business under the name
| Developers, Inc, Shang  Property | and style of Makati Shangri-la Manila and
Management Services, Inc., The 5t | Shangri-la’s Boracay Resorl E Epa), MNew
Francis Shangri-La Place Condominium | Contour Realty Inc., Perfect Sites, Inc., KSA
Corporation, Shang  Fort  Bonifacic | Realty Corporatian., Shangri-La Flaza
Holdings, Inc., Shang Global  City | Corpoaration, Shang Property Developers, Ing.,
{ | Properties, Inc, Shanpg Global Civy | Shang Property Management Services, Int.,
Holdings, Inc., The Enterprise Center | The St Francis Shangri-La Place Condominium
Condaminium  Corporation,  Shang | Corporation, Shang Fort Bonifacio Holdings,
Properties Realty Corporation and The | Inc., 3hang Global City Properties, Inc., Shang
Shang Grand Tower Condominium | Global City Holdings, Inc., The Enterprise
| Carporation Center Condominium  Corporation,  Shang
Properties Realty Carporation and The Shang |
Grand Tower Condominium Corporation -
[Executive Director)

Heo Shut Kan KZA Realty Corporation MED

i} Directorships in Other Listed Companies

Following are the members of the Company’s Board of Directors who hold the office
of director in publicly listed companies outside the Group.

ype of Directorship [Exeuutwe'
-Nun-Exe:utive, Independent}

Indttate if director Isalso'the
S -Chairman.

| Edward Kuok Khoon Loong |
alfredo C. Ramos*** tnglo  FPhilippine  Holdings,

corp., The Philedrll Corp.,

Wolcan  and  Industrial  BMining

and Development corp, Penta

Capital Haldings, Corp.,

) Philippine Seven Lorp,

L George L. Go Cronen Equities, Ing, |

fiii}  Relotionship Within the Company and its Group

Following are the members of the Company’s Board of Directors with relations to
significant sharehalders in the Company and/or in its Group:



fc)

| Comman

Edarg_"Kuck Knoon Loong

Name of the:

Slgnificant Shareholde

Description of the
- iralationship

Alfredo C. Ramos=**

Cynthia R. Del Castille* **

Yicenta P. Formoso ™™™

Alexandra Ramaos - Padilla***

Benjarnin |, Rarmos ***

| Wilfred Woo

Canila ﬁegina l. Fojas

Kin Sun Andrew Mp

Federico G. Maoel, Ir.

hz, Miyla Rae b, Santos-Orden

Wilkie Lee

T::-hnn\.r 0. Cobankiat

Antonio O, Cojuangoo

| G eorge L. G0

| Ha Shut Kan

{iv) Limit on the Number of Board $eats In Other Companies

Pursuant to the Campany’s Manual on Corporate Governance, the Board may consider
the adoption of guidelines on the number of directorships that its members can haold in
stock and nan-stock corporations. As of the date of the submission of this Report, the
Board has not seen the need to impose any such limitation where its directors have
been able and continue to diligently and efficiently perform their duties to the

Company.

Shareholding in the Company

Following is the table showing the security ownership of the Company’s Directors as of
15 May 2013

Edward Kuok Khoon Loong

808,008

f Through
“i{mamenf
Tecord owner

Commen | Alfredo C. Ramos 158 (D)
"Common | Ho shut Kan 1,570 (D)
Common | Cynthia Del Castille 1{D)
| Commaon | Benjamin |. Ramos 210
| Cormman Maureen Alexandra 5. Ramos 1(D)
Commen Wicente P, EE)rmDSO 1o
| Common Federico G. Noel, ir. (D) _ |
| Common | Danila Regina |. Fojas 10 (D)
Common | Kin Sun Andrew Ng 930,000 (D) & |
| Common | Wilkie Lee 14,000(D)
Comman | Johnny O. Cobankiat 32,302(D) |
Common | Antenio 0. Cojuangco 3.026,964(D) ] )
__";_qmmm-r-a Georpe L. Go 573,510(0) '




Chairman and CEQ
fo) The rofes of Chairman and CEQ are separate

The roles of Chairman of the Board and the Company CEQ have always been separate to
assure the Company of the benefit of the proper balance of power, decision-making, and
accountability. This practice is reflective of the guidelines set forth in Article 3 (T} af the
Campany’s Manual of Corporate Governance which states thus:

“The roles of Chair and CEQ should, as rmuch as practicable, be separate to foster an
appropriate balance of power, increased accountability snd better capacity for independent
decision-making by the Board. A clear delineation of functions should be made between the
Chair and CEQ upon their election. If the positions of Chair and CEOQ are unified, the proper
checks and balances should be laid down to ensure that the Board gets the benefit of
independent views and perspectives.”

For the fiscal Year 2012-2013, the Company's Chairman of the Board is Edward Kuok Khoon
Loong. The Company has ne CEQ at the moment as it is still in the process of carefully
evaluating candidates who will assume such a vital position.

b} Roles, Accountabilities, and Deliverables of the Chairman and CEQ

The duties and responsibilities of the Chairman in relation to the Board includes, among
others, the following:

i) Ensure that the meetings of the Board are held in accordance with the by-laws or as
the Chair may deem necessary;

{if) Supervise the preparation of the agenda of the meeting in coordinatian with the
Corporate Secretary, taking into consideration the suggestions of the CEQ,
Management and the directors; and

(iii) Maintain qualitative and timely lines of communication and information between the
Board and Management,

The Chairman, owverall, is responsible for leadership of the Board and ensuring its
effectiveness.

Fursuant to the Company's By-laws, the duties of the Company’s CEQ includes, amang
others, the following:

{il  To preside at the meetings of the Board of Directors and of the stockholders in the
ahsence of the Chairman of the Board of Directors;

{ii)  To initiate and develop corporate objectives and policies and formuiate long range
projects, plans, and programs for the approval of the Board of Directors, including
those for executive training, development, and compensation;

(i) To have general supervision and management of the business affairs and property of
the Corporation;



(iv)  To ensure that the administrative and operational policies of the Corporation are
carried out under his supervision and cantrol;

(vl Subject to guidelines prescribed by law, to appoint, remove, suspend, or discipline
emplovees of the Corporation, prescribe their duties, and determineg their salaries;

(vil To oversee the preparation of the budgets and the statements of accounts of the
Corporation;

ivii] To prepare such statements and reports of the Corporation as may be required of him
by laws;

{wiii] To represent the Corporation at all functions and proceedings

lix} To execute on behalf of the Corporation all contracts, agreements and other
instruments affecting the interests of the Corporation which will require the appraval
of the Board of Directors, except as otherwise directed by the Board of Directors,

{x] Tomake reports to the Board of Directors and stackhalders;
xi}  Tosign certificates of stock; and

{xii] To perform such other duties as are incident to his office or are entrusted to him by
the Board of Directors,

Plan for the Succession of the CED and the Top Key Management Positions

There is currently no written succession plan for the Company’s CEQ and top key
management positions. However, every anticipated vacancy 1s carefully considered, and
candidates for replacements are evaluated by the Board. In the absence of a CEQ, the
Company's Executive Committee capably ensures the smooth implementation of the
Company's policies, directions, strategies, and day to day business,

Other Executive, Non-Executive and Independent Directors

While there is no written code specifying preferred professional fields, the Company has, so
far, ensured that the members of the Board of Directors have diverse experiences and
expertise to better enrich its pool of governors, 1t is the Company’s view that such diversity
of discipline {albeit disciplines with some relation or relevance to the Company's industry)
will work to better benefit the Company in the formulstion and pursuit of its policies,
strategies, directions, and risk management methods and options.

Several of the Company’s non-executive directars have both experience and expertise inthe
Company’'s industry, i.e., the real estate industry.

& director's office is one of trust and confidence, Thus, any director of the Company,
whether executive or non-executive, independent or regular is expected to act in the best
interest of the Company in & manner characterized by transparency, accountability and
fairness. He is also expected to exercise leadership, prudence and integrity in directing the
corporation towards sustained progress, A director should also ohserve the fallowing norms
af conduct:



(i) conduct fair business transactions with the carperation, and ensure that his personal
interest does not conflict with the interests of the corporation.

The hasic principle to be observed is that a director should not use his pesition to profit or
gain some benefit or advantage for himself and/or his related interests. He should avoid
situations that may compromise his impartiality. If an actual or potential conflict of interest
may arise on the part of a director, he should fully and immediately disclese it and should
not participate in the decision-making process. A director who has a continuing material
conflict of interest should seriously consider resigning fram his position.

A conflict of interest shall be considered material if the director’s personal or business
interest is antagonistic 1o that of the corporation, or stands to acquire or gain financial
advantage at the expense of the corporation.

(i} Devote the time and attention necessary to properly and effectively perform his
duties and responsibilities.

A director should devote sufficient time te familiarize himself with the corporation’s
business, He should be constantly aware of and knowledgeable with the corporation’s
cperations to enable him to meaningfully contribute to the Board’s work. He should attend
and actively participate in Board and committes meetings, review meeting materials and, if
called for, ask questions or seek explanation.

(i) Act judiciously.

Before deciding on any matter brought before the Board, a director should carefully
evaluate the issues and, if necessary, make inguiries and request clarification.

[iv) Exercise independent judgment.

A director should view each problem or situation objectively. If a disagreement with other
directors arises, he should carefully evaluate and explain his position, He should not be
afraid to take an unpopular position. Corollarily, he should support plans and ideas that he
thinks are bheneficial 1o the corporation.

() Have a working knowledge of the statutory and regulatory requirements that affect
the corperation, including its articles of incerporation and by-laws, the rules and
regulations of the Commission and, where applicable, the requirements of relevant
regulatory agencies,

A director should also keep abreast with industry developments and business trends in order
to promaote the corporation’s competitiveness.

(wi) Observe confidentiality.

A director shoutd keep secure and confidential all noen-public information he may acquire or
learn by reason of his position as director, He should not reveal confidential information to
unauthorized persons without the authority of the Board.

The non-executive directors are expected to devote as much time as is necessary to inform
and regularly update themselves of the Company, its sector, and its market, The role of the
Company’s non-executive directars, amaong others, is to objectively and competently
scrutinize and contribute to the develapment of the Company’s and the management's

4



strategies, directions, overall perfermance. The non-executive  directors  should
independently satisfy themselves of the Company's financials, internal controls and risk
management systems, and the Company’s compliance with best practices, as with prevailing
eorporate governance imperatives, The non-executive directors fulfil a balancing role vis-a-
vis the executive directars of the Company.

The executive directors play a direct role in the day to day operations of the Campany. They
assurme their respective management responsibilities for the benefit of the Company's
sharehalders and stakeholders, and directly assure that the Company is on track with its
expressed strategies, directions, and goals, as with the imperatives of proper financial and
risk management, and carporate governance.

The Company observes the Philippines laws and SEC's definition of who should gualify as an
independent director of the Company. Insefar as giving meaning to the role of an
independent director, the Company encourages the independent views expressed by its
independent directors to foster a richer discourse on matters concerning the Company.

There is no term limit provided in the Company’s By-laws for its independent directors.
However, the Company will ensure compliance with the SEC Memorandum Circular
imposing term limits on independent directors of companies,

Changes in the Board of Directors (Executive, Non-Executive, and Independent Directors)
fa]  Resignation

One of the Executive Directors of the Company, Mr, Vicente Formoso resigned from the
Board on 31 January 2012 on account of his retirement from the Group. The Board has not
elected any replacemeant for Mr. Formoso,

Selection/Appointment, Re-election, Disqualification, Removal, Reinstotement and
Suspension

(k) Selection/Appointment/Reappaintment  of Executive Directors, Non-Executive
Directors, Independent Directors

The Board of Directors are elected during each regular meeting of the stockholders of the
Company, and shall hold office for one (1) year until their successors are elected and
qualified. Directors are re-elected the Board upon getting the reguired number of votes for
re-election, but in every case, anly after the directors have been subjected to the process set
out by the NMomination Committee. Save as provided by the SEC memorandum Circular
limiting the number of terms that may be served consecutively by an indepedndent director,
there are no term limits set by the Company for the election of its directors.

The selection of neminees to the Company's Board of Directors is being handled by the
Company's Nomination Committee composed of 3 directers, one of whom is an independent
directar. The Momination Committes promulgates the guidelines or criteria to govern the
conduct of the nominations for both regular and independent directors, executive and non-
executive directors which shall include the foliowing:

il The namination of regular and independent directors shall be conducted by the
Momination Committee prior to a stockholders” meeting. All nominations shall be

10



{if}

{iii)

(iv)

signed by the nominating stockholders together with the acceptance and conformity
by the would-be nominee.

The Momination Committee shall pre-screen the gualifications and prepare a final
list of all candidates and put in place screening policies and parameters to enable it
ta effectively review the gualifications of the nominees for regular and independent
director/s.

After the nomination, the Momination Committee shall prepare a Final List af
Candidates for regular and independent directars which shall contain all the
following information about all the nominees:

» Mames, ages, and citizenship of all nominees;

s Positions and offices that each nominee has held, or will held if knowm;

s Term of office and the period during which the nominee has served as director;

= Business experience during the past five (5] years;

e Other directorships held in SEC reporting companies, naming each company;

e Family relationships up to the fourth civil degree either by consanguinity or
affinity among directors, executive officers, or persons chosen by the company
to hecame directors or executive officers;

« Involvement in legal proceedings, i.e., a description of any of the following
events that occurred during the past five (5) years up to the latest date that are
material to an evaluation of the ability of integrity of any directar, any nominee
for election as director, executive officer, underwriter or control person of the
company;

*  Any bankruptoy petition filed by or against any business of which such person
was a general partner ar executive officer either at the time of the bankruptey
or within twa years prior to that time;

*  Any conviction by final judgment, including the nature of the offense, in a
criminal proceedings, domestic or foreign, ar being subject to a pending criminal
proceeding, domestic or foreign, excluding traffic viclations and ather minaor
offenses;

« BGeing subject to any arder, judgment, or decree, not subsequently reversed,
suspended, or vacated, of any court of competent jurisdiction, domestic or
foreign, permanently or tempararily enjoining, barring, suspending or otherwise
limiting his involvement in any type of business, securities, commodities or
banking activities; and

+ Being found by a domestic or foreign of competent jurisdiction (in a civil action),
the SEC or comparable foreign body, or a domestic or foreign exchange or other
arganized trading market or self-regulatory organization, to have viglated
securities or commodities law or regulation, and the judgment has not been
reversed, suspended, or vacated.

s Disclosure if owning directly ar indirectly as record andfor beneficial owner of
any class of the company’s voting securities;

+ Disclosure of owning voting trust of more than 5% of the company’s securities;
and

«  Any such ather information as may be reguired to be disclosed by the Securities
and Exchange Commission although not expressly provided for above.

The Final List of Candidates shall be finalized by the Nomination Committee no later
than the date at which the Company is required to submit its preliminary
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infarmation statement to the Securities and Exchange Commission. Only nominees
whose names appear on the Final List of Candidates shall be eligible for election as
regular and independent directors. No other nominations shall be entertained after
the Final List of Candidates shall have been prepared. Mo further naminations shall
be entertained or allowed on the floor during the actual annual stockholders’
meeting.

ic) Disqualifications of Directors

The Company's By-laws provides for the Qualification and Disqualification of Independent
Director, ta wit: Any stockholder having at least one (1) share registered in his name may be
clected independent Director, provided, however, that no person shall qualify or be eligible
for nomination or election as Independent Directar if he is engaged in any business which
competes with or is antagonistic to that of the Corporation, Without limiting the generality
of the foregoing, a persan shall be deemed to be so engaged:

i If he is an officer, manager or contralling persan of, or the owner(either of recard or
beneficially] of 10% or more of any outstanding class of shares of any corperation
{other than are in which the corparation owns at least 40% of the capital stock)
engaged in the business which the Board of Directors, by at least three-fourths vote,
determines to be competitive ar antagonistic to that of the Corporation; or

iii) If he is an officer, manager or controlling persen of, or the owner (either of recard or
heneficially) of 10% or mare of any outstanding class of shares of, any other
corporation or entity engaged in any line of business of the Carporation, when in the
judgment of the Board of Directors, by at least two-thirds (2/3) vote, the laws
against cambinations in restraint of trade shall be viclated by such person's
membership in the Board of Directors; or

(i} If the Board of Directors, in the exercise of its judgment in good faith, determine by
at least two-thirds (2/3) vote that he is the nominee of any person set farth in (i} or
(i) abowve.

In determining whether ar not a person is & contralling person, beneficial owner, or the
nominee of ancther, the Board of Directors may take into account such factors as business
and family relationship.

The Company's Manual of Corporate Governance also provides for the grounds for the
permanent and/or ternporary disqualification of a director of the Board, thus:

Fermanent Disgualificatian

The following shall be grounds for the permanent disqualification of 2 director:

{i) Any person convicted by final judgment or order by 2 competent judicial or
administrative body of any crime that (a} involves the purchase or sale of securities,
as defined in the Securities Reguliation Code; (b) arises out of the person’s conduct as
an underwriter, broker, dealer, investment adviser, principal, distributer, mutual
fund dealer, futures commission merchant, commodity trading advisor, or floor
braker: or (¢} arises out of his fiduciary relationship with a bank, quasi-bank, trust
eompany investment house or as an affiliated persen of any af them;



(i)

(i)

{iv)

(v

i)

{wii)

{wiii)

Ay person wha, by reason of misconduct, after hearing, is permanently enjoined by
a final judgment or order of the Commission ar any court o administrative body of
competent jurisdiction from: (8) acting as underwriter, broker, dealer, investment
advizer, principal distributor, mutual fund dealer, futures commission merchant,
commadity trading advisor, or floor broker; (b) acting as director or officer of a bank,
quasi-bank, trust company, investment house, or investment company,; [c] engaging
in or continuing any conduct or practice in any of the capacities mentioned in sub-
paragraphs (a) and (b) above, or willfully violating the laws that govern securities and
banking activities.

The disqualification shall also apply if such persen is currently the subject of an order
of the Commission or any court or administrative body denying, revoking or
suspending any registration, license ar permit issued to him under the Corporation
Cade, Securities Regulation Code or any other law administered by the Commission
or Bangko Sentral ng Pilipinas (BSP), or under any rule ar regulation issued by the
Commission or BSF, or has otherwize been restrained to engage in any activity
imvalving securities and banking; or such person is currently the subject of an
effective arder of a self-regulatory organization suspending ar expelling him from
membership, participation or association with a member or participant of the
arganization;

Any person convicted 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 or other fraudulent acts;

Any person who has been adjudged by final judgment or order of the Commission,
court, or competent administrative body to have willfully violated, or willfully aided,
abetted, counseled, induced or procured the wviolation of any provision of the
Carporation Cade, Securities Regulation Code or any other law administered by the
Carmmission or BSP, ar any of its rule, regulation or order;

ary person earlier elected as independent director who becomes an officer,
employes or consultant of the same corporation;

Any person judicially declared as insolvent;

Any person found guilty by 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 (i) to [v) above;

Conviction by final judgment of an offenze punishable by imprisanment for more
than six (B) years, or a violation of the Corperation Code committed within five [3)
vears prior to the date of his election or appaintment.

Temporary Disoualification

The Board may provide for the temporary disqualification of a director for any of the
fallowing reasons:

(i}

Refusal to comply with the disclosure requirements of the Securities Regulation
Code and its Implementing Rules and Repulations, The disgualification shall be in
effect as long as the refusal persists.
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[ii} Absence in more than fifty (S0} percent of all regular and special meetings of the
Board during his incumbency, or any twelve [12) month period during the said
incumbency, unless the absence is due to iliness, death in the immediate family or
serious aceident. The disquelification shall apply for purposes of the succeeding
elactian,

{ii} Disrmissal or termination far cause as director of any corporation covered by this
Cade, The disgualification shall be in effect until he has cleared himself from any
involvernent in the cause that gave rise to his dismissal or termination,

i) If the beneficial eguity ownership of an independent director in the corporation ar
its subsidiaries and affiliates exceeds two percent of its subscribed capital stock. The
disqualification shall be lifted if the limit is later complied with.

[} If any of the judgments or orders cited in the grounds for permanent
disgualification has not yet become final.

£ temporarily disqualified director zhall, within sixty (60} business days from such
disgualification, take the appropriate action to rermedy or carrect the disqualification. If he
fails or refuses to do so for unjustified reasons, the disqualificaticn shall become permanent.

{a} Removal / Vacancy in the Board

Pursuant to the Company's By-laws, any vacancy occurring in the Board of Directors other
than by removal by the stockhalders or by expiration of term, may be filled by the vote of at
least a majority of the remaining directors, if still constituting a querum; otherwise, the
vacancy must be filled by the stockholders at & regular or special meeting called for that
purpose. A director so elected to fill a vacancy shall be elected only for the unexpired term of
his predecessor in office,

Ay directorship to be filled by reason of an increase in the number of directors shall be
filled only by an election at a regular or at & specizl meeting of stockholders duly called for
the purpose, or in the same meeting authorizing the increase of directors if so stated in the
notice of the meeting.,

The vacancy resulting from the remowval of a director by the stockholders in the manner
provided by law may be filled by election at the same mesting of stockholders without
further notice, or at any regular or at any special meeting of stockholders called for the
purpose, after giving notice as prescribed in these By-Laws.

Voting Result of the Last Annual General Meeting Held on 19 June 2012

Neame of Director | Wotes Received
- Edward Kuok Khoon Loong | * qil the directors were unanimousliy elected with
| | B7.01% of the votes present during the meeting

| alfredo ©. Ramos*™*™
Cynthia B, Del Castillo*=*
Vicenie P. Farmaso™** |
Alexandra

Bamos - Padillz=**
Benjamin |. Ramos ***
[Wilired Woo_
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Kin S5un Mg
Fed_egiEg:_G. Mael, Ir,
wilkie Lee
Johnmy 0. Cobankiat
Antonic Q. Cojuangso
George L. Go o
Ha Shut Kan

Orientation and Education Progrom

(al  Upon the election of a new member of the Board, a full briefing will be given both by
the Board and the Management Team of the Company. The new directors will be fully
apprised of all relevant information with respect to the nature of the Company’s business,
its arganization, operations, etc.

ib)  Some of the members of the Board of Directors have attended seminars on corporate
governance and maney laundering.

{c) &t present, the Company has not institutionalized a continuing education program far
directors,

CODE OF BUSIMNESS CONDUCT AND ETHICS

{1} Following ore the Company’s policies with respect to the follawing items relating
to business conduct and ethics

Canflict of Interest

With respect to the directors, the Company's pelicy as set aut in its Manual of Corporate
Governance is that a director should not use his position to profit or gain some benefit or
advantage for himself and/or his related interests. He should avoid situations that may
compromise his impartiality. If an actual or potential conflict of interest may arise on the
part of a director, he should fully and immediately disclose it and should not participate in
the decision-making process. A director who has a continuing material conflict of interest
should seriously consider resigning from his position. A conflict of interest shall be
considered material if the director's personal or business interest is antaganistic to that of
the caorporation, or stands to acquire or gain financial advantage at the expense of the
carporatian,

With respect to Officers/Directors (including spouses/children/siblings/parents), The
Company, as a general rule, discourages transactions with Officers and Directors and their
spouses/children/fsiblings/ parents. Where such a transaction arises, the Company takes
deliberate care in ensuring that the same fosters no conflict of interest, and is not prejudicial
to the Company. Material transactions of such nature are duly disciosed to the Board for
the latter's scrutiny and approval. Disclosure obligations required by law and relevant
regulation are also duly complied with by the Campany.

With respect to all employees of the Company, Senior Management and employees alike,

the Company's Code of Business Ethics specifically provides for the following with respect to
conflict of interest situations:
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i) to employee shall have direct or indirect financial or business interest in the business
af any supplier, contractar, or competitor of the Company.

i) Mo employee shall accept a position as a officer or director or consultant of an outside
business concern [except professional or civic organizations or family businesses which
have no relationship of any kind with the Company) unless approved by the General
Manager and President.

iii] Mo employee, personally or through subordinates or athers, shall influence any
business transaction between the Company and any outside company in which that
employee has a financial interest or invalvement, or in which an employee may stand
to have financial or personal gain, or when the outside company employs any of the
Company employee’s relatives.

i) Mo employee shall accept any salary, fee, commission or other forms of compensation,
ar any other things of wvalue from any supplier, contractor, competitor or other
business partners. The only exception to this are : minor items such as desk calendars,
diaries, and other small items of minor value which are promotional in nature; minor
gifts to an employee given during special occasion such as birthday, Christmas;
giftsfiterns given to the Company during special occasion which are clearly intended to
be raffled off to the employees.

Conduct of Business and Fair Dealings

The Company mandates that all its directors, officers, and employees observe  ethical
business practices in gll of their dealings with the Company and with third parties such as
contractors, suppliers, customers, creditors, regulators, etc. This mandate is enshrined in
the Company’s Code of Business Ethics and in the Company’s Manuwal of Corporate
Governance, aspects of which are extensively discussed in other items of this disclosure

Receipt of Gifts From Third Parties

Pursuant to the Company's Code of Business Ethics, no employes shall accept any salary,
fee, commission or other forms of compensation, ar any other things of value from any
supplier, contractor, competitor or other business partners, The anly exception to this are .
rminar items such as desk calendars, diaries, and other small items of minor value which are
prarmotionzl in nature; minor gifts to an employee given during special occasion such as
birthday, Christmas; gifts/items given to the Company during special occasion which are
clearly intended to be raffled off to the employees.

Complionce With Laws & Regulations

The Company, in all of its business transactions and in its operations, adheres to all
prevailing relevant laws and regulations. It acquires all required permits and approvals fram
regulatory authorities as may be relevant to its activities. The company is keenly conscious
of its duty as a good corporate citizen to abide by all existing laws and regulations
promulgated by national and local bodies,
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Respect for Trade Secrets and Non-Public Information

The Company’s Manual of Corporate Governance expressly admonishes a director ta keep
secure and confidential all non-public information he may acquire or learn by reason of his
position as director. He is not authorized to reveal any information to unauthorized person
without the authority of the Board.

With respect to the Company's employees, the Company's code of Ethics expressly provides
in Clause I[B) thereof that all information received and / or acquired in the course of one's
employment, during or even after one (1) year from date of separation) with the Company is
deemed confidential and the unauthorized disclasure thereof, for financial gain or
otherwise, shall be dealt with accordingly.

Use of Company Funds, Assets and Information

The Company’'s Code of Business Ethics provides that no employee shall use any assets or
resources of the Company or any confidential information with respect to the Company for
financial or personal gain of the employee or any other person, interest or entity other than
the Company. In this respect, all information received and / or acguired in the course of
one's employment, during or even after one (1) year from date of separation) with the
Company is deemed confidential and the unauthorized disclosure thereof, for financial gain
ar otherwise, shall be dealt with accordingly.

Employment and Lobor Lows ond Policies

The Company strictly abserves all prevailing employment and labor laws as applicable, 1tis
committed to follow the laws and to implement the same with respect to all employees
hired by the Campany. The Company has not had any complaint for the violation af any
labor law ar sacial legislation for the matter.

Disciplinary Action

The Caompany believes that every employes, awing 1o his inherent goadness, is capable of
conducting himself uprightly. Thus, self-discipline is considered an integral part of an
employes’s normal functions in the organization, To complement self-discipline, the
Company has developed a Code of Conduct that will clarify acceptable standards of
behaviar and deviations therefrom.

The responsibility to assist an employee to act in conformance with the acceptable
standards of behavier rest on the employee’s immediate superior. Accordingly, the
responsibility to take corrective actions in cases of deviations therefrom also lies with him.
His decision relative thereto shall be given great weight,

In taking corrective action, the employee’s immediate superior shall at all times abserve
due process and be guided by the principle of consistency and fairmess,  He should
moreaver decide upon his independent cansideration of relevant matters, free from bias,
prejudice or influence.

In implementing corrective actions, the immediate superior should make clear to the

employes that the intention is not to punish but rather to give the employee the
cpportunity to learn from his mistakes, In counseling, for example, the superior reminds
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(4)

and advises the employee of the acceptable standards of behavior and assists the employes
in correcting hirmself. Disciplinary leaves, on the other hand, are meant to relieve the
employee from work for a certain number of days, without pay, to allow him to
contemnplate, plan and adopt a resolution to correct himself. As for dismissals, they are
meant to impress on the employee that his act of commission or omission is absolutely
incansistent with the Company’'s acceptable standards of behaviar and whatever damage
he has done {tangible or intangible) can no longer be rectified. To correct this, he should
learn to abide with the acceptable standards of behavior of his next employer.

HR's primary role is to encourage the development of an atmosphere where positive
discipline will be second nature to all employess, However, if there is a necessity for a
corrective action, HR shall provide management with administrative support 1o carry it out.
HE shall likewise give both management and employees such advice or counsel as may be
needed to ensure that consistency and fairness is duly cbserved.

The Company recognizes that the promulgation and observance of the Code of Ethics is
necessary 1o protect its interests and the interests of its employess and stakeholders.
Disciplinary actions shall be carried out only after investigation with observance of due
process, and the severity of the same shall be commensurate to the severity of the viglation.

W histle Blower

While there is no provision in the Company’s Code of Ethics expressly labelled and identified
as a whistle blower provision, the Company has in place a procedure for the processing of
complaints brought by any employes against another for unethical behawviour.  Such
complaints are not discouvraged by the Company.

Conflict Resolution

Conflicts amaong Company employess are resolved with the intervention of the Department
Heads and the Human Resources Division with the end in wview of settling each conflict
armicably.

Related Party Transactions
fa) Policies and Procedures

With respect to the porent Company, joint ventures, subsidiaries, ossociotes, affiliates and
substantial shareholders. —

The Campany is cognizant of the good governance and best practices pitfalls of related party
transactions. 1t is for this reason that such transactions are entered into with due care and
thorough deliberation, and within the limitations provided by relevant laws and regulations.
The Company also ensures that such transactions are fair to the Company and are at arm’s
length, Such transactions are fully disclosed to the Board and subjected to vigorous scruting
by the directors, and must be approved by a majority vote of the Board of Directors,

with respect to the directors, the Company's palicy as set out in its Manual of Corporate
Governance is that a director should not use his position to profit or gain some benefit or
advantage for himsell and/or his related interests, He should avoid situations that may
compramise his impartiality. If an actual or potential conflict of interest may arise on the
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(5)

part of a directar, he should fully and immediately disclose it and should nat participate in
the decision-making process. A director who has a8 continuing material conflict of interest
should seriously consider resigning from his position. A conflict of interest shall be
considered material if the director’s personal or business interest is antagonistic to that of
the corporation, ar stands to acquire or gain financial advantage at the expense of the
corporation.

With respect to Officers/Directors (including spouses/children/siblings/parents)

The Company, as a general rule, discourages transactions with Officers and Directors and
their spouses/children/siblings/ parents. Where such & transaction arises, the Company
takes deliberate care in ensuring that the same fosters no conflict of interest, and is not
prejudicial to the Company. Material transactions of such nature are duly disclosed to the
Board for the latter's scruting and approval. Disclosure obligations required by law and
relevant regulation are also duly complied with by the Company.

With respect to interlocking directors

Transactions with entities with interlocking directors with the Company are treated in the
same manner as the Campany views related party transactions. Reguirements set forth by
law and regulation in cases invelving interlocking directors are also duly ohserved,

(k) Conflict of Interest

As of this reporting period, there is no transaction with the Campany's Directors/Officers
and its significant shareholders which will potentially result in a conflict of interest,

In case any actual conflict of interest shall arise, the same shall be initially resolved through
the Company’s internal dispute resolution mechanism.

Family, Commercial, and Cantractual Relations

la) Relation of a family, commercial, contractual, or business nature that exists
between the holders of significant equity [S%) or more

Travel Airm Investments B, V. which, &5 of 30 April 2013, holds 24.61% o the equity of the
Company, is a wholly-owned subsidiary of Kerry Properties Limited. Kerry Properties Limited
is a Bermuda company incorporated in 1996 and listed an the Hong Kong Stock Exchange. It
is controlled by the Kuok Group, and was formed to hold the Hong Kong and Mainland China
praperty investments and developments and infrastructure interests of the Kuok Group. In
the Philippines, the interests of the Kuok Group are chaired by Mr. Edward Kuok who is also
the Chairman and Director of the Registrant. Mr. Kuok is authorized to vote on behalf of
Travel Aim Investments BV during the forthcoming stockholders’ meeting.

Idesl Sites and Properties, Ing, (Ideal), which holds 30.76% of the company’s equity, is the
owner of record of 1,465,615,626 shares. These shares serve as underlying securities to the
Philippine Deposit Receipts (PDORs) issued by |deal. 1deal is a member of the Kuok Group of
Companigs, ldesl’s address is at Level 5, Shangri-la Plaza, Edsa cor. Shaw Blvd,
Mandaluyong City. Mr. Kuok is authorized to vote on behalf of Ideal Sites and Properties,
Inc. during the forthcoming stockholders” meeting
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(8]

1)

2)

(b} Relation of a family, commercial, contractual, or business nature that exists
between the holders of significant equity {5%) and the Company

Same as in [a) above.

(c) Shareholder Apreements That may Impact on the Control, Ownership, and
Strategic Direction of the Company

There is no shareholders agreement pertaining to the Company. There s none that
will impact on the control, ownership, and strategic direction of the Company.

Alternative Dispute Resolution

in the last three years prior to this reporting period, the Company has not had significant
conflicts or differences with its shareholders such as to escalate into a dispute requiring the
intervention of third party mediation or reguiring internal dispute resolution measures. In
certain disputes with third party contractors, suppliers, ar providers, the Cormpany has
resorted to mediation and/or arbitration proceedings in arder to settle disputed issues. To
the extent possible, the Company exerts effarts to immediately settle differences so as not
to embrail the Company in prolonged proceedings whether in the mediation, arbitration, or
court arena.

BOARD MEETINGS AND ATTENDAMNCE
Schedule of Board Meetings
Pursuant to the By-laws of the Comparny, the regular meetings of the Board shall be heid

guarterly. Special meetings may be held upon the request of the Chairman, or in his
absence the President, or upon the request or the majority of the directors.

Attendance aof Directors

| Chairman I Edward Kuak Khoon Loong 5 3 B0% !‘

| Member | alfredo C. Ramos 5 4 0% |

| Membear | &lexandra Rameos - Padilla 5 5 100% |

| Member Cynthia R, Del Castilio 5 | 5 100% |

| Member lehnny O, Cobankiat 5 5 100%

| Member Benjamin |. Ramos 5 | 5 1008

| member Wilfred Waoo 5 5 100%

| Member Danila Regina |. Fojas 5 5 100%
tiember | Kin Sun Andrew Ng 5 5 100%
hember Vicente P, Formaoso = 5 I00%
Iember Federico G. Moel, Ir. 5 5 100% |
Member Hao Shut Kan | 5 3 6% |
Member Wilkie Lee | 5 3 | 60%
rermber Gecrge L Go 5 3 a0
rember Antonio 0. Cojuangoo | | 5 3 | 60%
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3)

4)

5)

Separate Meeting of Non-Executive Directors

The non-executive directors meet separately without the executive directors as they deem
necessary on the same day scheduled for the Board meetings, before or afrer the regular full
Board meeting,

Quorum Requirement for Board Decisions

Pursuant to the By-Laws of the Company, save for cases where Philippine law requires a
higher majarity vote, a majority of the entire membership of the Board of Directors shall
constitute & gquorum for the transaction of business; and no corporate act shall be deemed
to have been taken by the Board without the affirmative vote of at least a majority of those
present during the meeting,

Access To Information

(a) Papers for the Board of Directors meetings are given in advance to the directors at
least seven (7) days before the meeting date.

{b) Board members enjoy independent access to Management and the Corporate
Secretary, ta enable them to properly fulfil their duties and responsibilities. Thus, in
the Compary's Manual of Corporate Governance, it is provided thus:

“Ta enable the members of the Board to properly fulfill their duties and responsibilities,
Management should provide them with complete, adequate and timely information about
the matters to be taken in their mestings,

feliance on infermation volunteersed by Management would not be sufficient in all
circumstances and further inguiries may have to be made by a member of the Board to
enable him to properly perform his duties and respensibilities, Hence, the members should
be given independent access to Management and the Corporate Secretary,

The information may include the background or explanation on matters brought before the
Board, disclosures, budgets, forecasts and internal financial documents.

The members, either individually or as & Board, and in furtherance of their duties and
responsibilities, should have access to independent professional advice at the corporation’s
expense,”

i) The role of the Corporate Secretary.

Pursuant to the Company’s By-laws, the Corporate Secretary must be a resident and a citizen
of the Philippines. He shall be the custodian of and shall maintain the corporate books and
records and shall be the recorder of the corporation's formal actions and transactions. He
shall have the following specific powers and duties:

(i) To record or see to the proper recording of the minutes and transactions of all
meetings of the directors and the stockholders and to maintain minute books of
such meetings in the form and manner required by law;
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6}

7)

(i}

{iii}

i)

(v

(i)

fwii)

(d)

(e

To keep or cause to be kept record boaoks showing the details required by law with
respect to the stock certificates of the Corporation, including ledgers and transfer
hooks showing all shares of the Carparation subscribed, issued, and transferred;

To keep the corporate seal and affix it to all papers and documents requiring a seal
and to attest by his signature all corporate documents requiring the same;

To attend to the giving and serving of all natices of the Corparation required by law
or these By- Laws to be given;

To certify to such corporate acts, countersign corporate documents or certificates,
and make reports or statements as may be required of him by law or by government
ridles and regulations;

To act as the inspector at the election of directors and, as such, to determine the
number of shares of stock outstanding and entitied to vote, the shares of stock
represented at the meeting, the existence of a quorum, the validity and effect of
proxies, and ta receive votes, ballots, or consents, hear and determine all challenges
and questions arising in connection with the right to vote, count and tabulate 2|
votes, ballots, ar consents, determine the result, and do such acts as are proper to
conduct the election or vote. The Secretary may assign the exercise or perfarmance
af any or all of the foregoing duties, powers and functions to any other person or
persons, subject always to his supervision and contral;

Ta perform such other dutiss as are incident to his office or as may be assigned 1o
hirn/her by the Board of Directors or the President.

in addition to the foregoing, the Corporate Secretary regularly circulates to the
Directors updates on relevant statutes and regulations to keep directors abreast of
these matters,

The Company Secretary is a lawyer and is trained in company secretarial services.
He is not an accountant. For matters relating to accountancy, the Corporate
secretary is fully supported by the officers and personnel of the Company's
Accounting Team.

There is no formal procedure that has to be observed by Directors to avail
themselves of information necessary to be able to allow them to prepare for the
Board meetings, The Company's Directors enjoy independent access to the
Company’s Management and to the Corporate Secretary.

External Advice

There is no formal procedure that has to be observed by Directors to avail themselves of
external advise which they may deemn necessary to be able ta allow them to prepare for the
Board meetings. Directors are not prevented by any Company policy to seek such advise,
subject only to considerations of confidentiality of transactions and operations,

Changes in Existing Palicies

There have been no changes in policy introduced by the Board during its most recent term.
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1)

2}

REMUMNERATION MATTERS

Femuneration Process

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

(1) Fixed remuneration

approved  annually by the
| Chairman of the Board and the
gozrd of Directors, Salaries are
computed in reference to the
ECONOmic and industry
Moverment.

Fixed salaries are reviewed and

Top 4 HighestPaid

L Management Dfficers -
Fized salaries are reviewed and
approved  annually by the
Chairman of the Board and the
Board of Directors. Salaries are
computed in reference ta the
BCONOMIc and industry
rmoverment.

(2] variable
remunearation

Variable salaries are reviewed
and approved annually by the
Chairman of the Board and the
Board of Directors. Variable
salaries are provided taking into
consideration factors such as
industry  competitiveness  and
rmarket trends,

{3) Per diem allowance

reasanable expenses.

Allowances are based on actual

Variable salaries are reviewed
and approved annually by the
Chairman of the Board and the
Board of Directors. Varizble
salaries are provided taking into
considaration factors such  as
industry  competitiveness  and
I'I'i:-_l[lf";‘!t trends.

Allowances are based on actual
reasonable expenses

(4] Bonus

Bonuses are based on  the
Company's annual perfarmance
and individual  perfarmance
appraizal rating.

Bonuses are based on  the
Company’s annual performance
and  individual  performance
aporaisal rating.

(5] Stock Options and
other financial
instruments

Mot applicable, The Campany
does not have a stock option
scheme for officers ar
employees.

Mot applicable. The Company
doas not have a stock option
scheme far officers or
employees.

{
'; 16} Others (specify)

Mot applicable,

Mot applicable.

Remuneration Palicy and Structure for Executive ond Non-Executive Directors

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

caleulated,

|

_5' hr—_- umpany’s |

! remuneration palicy and

| structure is such that it is

ﬁ bath internally equitable

Executive Directors | and externally

| competitive, subject to
the arganization’s limits

| in afferdability and to

! each employee's

uners . Stpuctureof .
olicy. CompensationPackages

The remuneration of the
executive directors arein
the form of salaries,
discretionary bonuses,
allowances, and other
banefits, The salary range
is based on its job levels,

‘Compensation 1
_Calculated "

Howr . .:Z

Ananalysis of
external economic
factors is made
such as market

| trends and
industry range.
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3)

qualification and
performance, |

| Mon-Executive
 Directors

Mo remunearation is paid
to the Company™s nan-
executive directors far
their service as such 1o
the Company's Board,

M A

The Company's non-executive directors are not given any manner of remuneration for their

services as such to the Company’s Board, There is thus no remuneration structure that may
be submitted for shareholders approval,

Aggregate Remuneration

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

T A NONEXecUtive | e
I R bl B L e et S EO D independent
Remuneration ltem 4/ Directors (otherthan. " = .'Dir:El:i:brs:
e iis ontindependentdivectors) 5 e
{a) Fixed Remuneration Pa1,801,383 M A N/ A
(b} Wariable Rermuneration P3,072,366 M A M A
Only reascnable |
[c) Per diem Allowance actuzl expenses | A WA
are allvwed
[d] Bonuses 13,589,334
[e) SItcck ?p{:lcns andfor ether M A N A N A
financial instrurments
(f}  Others {Specify) M A M A MF A

ther:than independent:
dididirectors) il

1) Advances M A
2} Credit granted W FA M A M A
3}  Pension Plan/s Contributions WA M/A A
P i Pl ligati
() .ensmn ans, Obligations N A N A N/ A
incurrad
T
(2] Life Insurance Premium 162 846 WA MJA
(f] Hospitalization Flan 102,792 M F A M FA
{g) Car Plan 2 500,000.00 M/ A M A
(h} Others |Specify) ) NS A MSA
Total
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4)

5)

1)

Stock Rights, Options and Warrants
fa} Board of Directors

There is no Company policy entitling, and none of the Company's Directors own ar are
entitled to stock rights, options or warrants over the Company’s shares:

fb} Amendments af Incentive Progroms

There is no existing Company Policy entitling the Company’s directors to an incentive
program.

Remuneration of Management

ldentify 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 =

Moel C, Meric, VP Property Managemant

| Baria Myla Rae 5. Orden, Assistant General Counsel

Romea 5, Bison , Assistant Corporate Legal Counsel P18,042 87500

antonio Esping, Groupg Human Resources Director

mMadeleine Treichler, Marketing Managear

BOARD COMMIITTEES

Number of Members, Functions, end Responsibilities of the Vorious Board Committees

{a) Executive Committee

Pursuant to the Company’s By-Laws, the Executive Committee shall have five [5) members,
all of whom shall be directors. All of the committee members are executive directors. The
Executive Committee shall have and may exercise, in the intervals between meetings of the
Baard of Directars, all of the powers of the Board in the management of the business and
affairs of the Corporation, but excluding such powers as are expressly reserved to the Board
of Directors wnder Philippine law, and such power as are reserved in the By-Laws of the
Company for action by shareholders, All the actions teken by the Executive Committee shall
be submitted to the Board at its next mesting for ratification.

) Nominotion Committee

The Company has a Momination Committes, which is composed of at least three [3]
members and one of whom is an independent director, tasked ta review and evaluate the
gualifications of all persons nominated to the Board (for both regular and independent
directors) and other appointments that require Board approval, and to assess the
effectivencss of the Board's processes and procedures in the election ar replacement of
directors, The Nomination Committee does ngt have an independent charter, but the
procedure it is reguired to ohserve in the evaluation of nominees to the Board is enshrined
both in the Company’s By-laws and Manual of Caorporate Governance, thus:
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“Nomination of Independent Director/s

The nomination of independent directors shall be conducted by the Committee prior to a
stockhalders’ meeting. All recommendations shall be signed by the nominating stockholders
together with the acceptance and conformity by the wauld-be neminee,

The Momination Committes shall pre-screen the qualifications and prepare a final list of all
candidates and put in place screening policies and parameters to enable it to effectively
review the gualifications of the nominees for independent director/s,

After the nomination, the Committee shall prepare a Final List of Candidates which shall
contain all the fellowing information about all the nominees for independent directors:

(1]
(2}
(3)
(4]
{5}

(B}

{7

Mames, ages, and citizenship of all nominees;

Positions and offices that each nominee has held, or will hold if known;

Term of office and the period during which the neminee has served as director;
Business experience during the past five (5] years;

Other directorships held in SEC reporting companies, naming each company,

Family relationships up to the fourth civil degree either by consanguinity or affinity
among directors, executive officers, or persons chosen by the company to become
directors ar executive officers;

Involvement in legal proceedings, i.e., a description of any of the following events
that occurred during the past five |5) years up to the latest date that are material to
ar evaluation of the ability of integrity of any director, any nominee for election as
directar, executive officer, underwriter ar control persen of the company:

[a) Any bankruptoy petition filed by or against any business of which such
person was a general partner or executive officer either at the time of the
bankruptoy or within two years prior to that time;

io) Any conviction by final judgment, including the nature of the offense, in a
eriminal proceedings, domestic or foreign, or being subject to a pending
criminal proceeding, domestic or foreign, excluding traffic viclations and
other minor offenses;

{c} Eeing subject to any order, judgment, or decres, not subseguently reversed,
suspended, or vacated, of any court of competent jurisdiction, domestic or
foreign, permanently or temporarily enjoining, barring, suspending or
otherwise limiting his invoelvement in any type of business, securities,
commaedities or banking activities; and

d) Being found by 2 domestic or foreign of competent jurisdiction [in a civil

action), the SEC or comparable foreign body, or a domestic or foreign
exchange or other arganized trading market or self-regulatory arganization,
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(8}

(9)

(1)

to have violated securities or commodities law or regulation, and the
judgment has not been reversed, suspended, or vacated,

Disclosure if owning directly or indirectly as record and/or beneficial owner of any
class of the company’s voting securities;

Disclasure of owning voting trust of mare than 5% of the company’s securities; and

Any such other information as may be required (o be disclosed by the Securities and
Excharge Commission although not expressly provided for zabove,

The Final List of Candidates shall be made available to the Securities and Exchange
Commission and to all stockholders through the filing and distribution of the
Infarmation Statement, or in such other reports the company is required 1o submit
to the Securities and Exchange Commission. The name of the person or group of
persons who recommended the nomination of the independent director shall be
identified in such report including any relationship with the nominee,

Onlby nominees whaose names appear on the Final List of Candidates shall be eligible
far election as independent director/s, Mo other nominations shall be entertained
after the Final List of Candidates shall have been prepared. Mo further nominations
shall be entertained or allowed on the floor during the actual annual stockholders’
meeting.

Except as required in the foregeing, the election of independent directars shall be
made in accordance with the standard election procedures of the company or its by-
laws,

It shall be the responsibility of the Chairman of the Meeting to inform all
stockholders in attendance of the mandatory reguirement of electing independent
director/s, He shall ensure that an independent director/s are elected during the
stockholders’ meeting.

Specific slots for independent directors shall not be filled-up by ungualified
naminees.

In case of failure of election for independent director/s, the Chairman of the
Meeting shall call a separate election during the same meeting to fill up the vacancy,

In case of resignation, disqualification or cessation of independent directorship and
only after notice has been made with the Securities and Exchange Commission
within five (5) days from such resignation, disgualification or cessation, the vacancy
shall be filled by the vate of at least a majority of the remaining directors, if still
constituting a guorum, upon the nomination of the MNomination Committee,
otherwise, said vacancies shall be filled by the stockholders in a regular ar special
meeting cglled for the purpose. An independent director so elected to fill & vacancy
shall serve anly for the unexpired term of his predecassar-in-office,



fc)

Momination of Regular Directorfs

The nomination of the company’s regular (non-independent directors) shall also be
subject to the foregoing procedure for the nomination of independent directors.”

Audit Committee

In compliance with the provisions of its Manual of Corporate Governance, the Company has
an Audit Committee with at least three (3) directors, who have accounting and finance
backgraunds, two of whom are independent directors and another with awdit experience.
The chair of the Audit Committes s an independent director,  The audit committee has
adopted its Audit committee Charter which is complaint with the relevant guidelines set out
by the SEC. The Audit Committee has the following functions:

a} Assist the Board in the performance of its owversight responsibility for the financial

b

cl

d)

e

f]

reparting process, system of internal contral, audit process, and monitoring of
compliance with applicable laws, rules and regulations;

Frovide oversight over Management's activities in managing credit, market, liguidity,
aperational, legal and other risks of the corporation. This function shall include regular
receipt ‘from Management of information on risk exposures and risk management
activities;

Perform owersight functions over the corporation’s internal and external auditors, It
should ensure that the internal and external auditors act independently from each
other, and that both avditors are given unrestricted access to all records, properties and
personnel ta enable them to perform their respective audit functions;

Review the annual internal audit plan to ensure its conformity with the objectives of the
corporation. The plan shall include the audit scope, resources and budget necessary to
implement it;

Frior to the commencement of the audit, 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
effarts;

Organize an internal audit department, and consider the appointment of an
independent internal auditar and the terms and conditions of its engagement and
removal:

Monitor and evaluate the adeguacy and effectiveness of the corporation’s internal
control systern, including financial reporting control and information  technology
SECUTItY;

Review the reports submitted by the interna! and external auditors;

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

= Any change/s in accounting policies and practices

= Major judgmental areas
= Significant adjustrments resulting from the audit
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® Going cONCErn assumptions
= Compliance with accounting standards
= Compliance with tax, legal and regulatory requirements.

i1 Coordinate, monitor and facilitate compliance with laws, rules and regulations;

k) Ewaluate and determine the non-audit work, if any, of the external auditor, and review
perigdically the non-audit fees paid to the ewxternal auditer in relation to their
significance to the total annual income of the external auditor and te the corporation’s
averall consultancy expenses, The committee 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;

1) Establish and identify the reporting line of the Internal Auditor to enable him to properly
fulfill his duties and responsibilities. He shall functionally report directly to the Audit
Committee,

The audit Committee ensure that, in the performance of the work of the Internal
suditor, he shall be free from interference by outside parties,

{d} Remuneration Committec

The Campany does not have a Remuneration Committee where all matters of remuneration
of Company officers and employees are taken up by Management and the Board as a whole,

Committee Members

() Expcutive Committes

Chairman Eduard Kook Khoon 08 28,2001 11 yrs and 9
Loong mas.
Member (ED) | Federico G. Noel, Ir. 08.28.2001 If_L:D‘:“ and 9
| 11
Member (ED) | Kin Sun Ng, Andrew | 08.28,2001 mu‘:“ﬁ andid
tMember (ED) | Danils Reging | Fojas 05222011 | :ﬁ;; and 11
] 2
mMember (ED) | Wilfred Woo | pe.19.20i2 | 17 B
(b Audit Committee

Chairman lohnny Cobankiat 14-Aug-07/ . 3 3 100% | 5 yrs and 8
L INED) (1T ! 15-Jun-12 mos
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Co-Chairman Alfredo Ramos OG=Aup-07,/ 3 2 67% | 10 wrs and
| [MED} 19-Jun-12 8 mos
| Member (MNED) | George Go 23-Jun-2000/ 3 1 33% | & wyrs oand
(10 19-Jun-12 10 mos

Qualificotions of the Audit Committee members.

Alfredo €. Rgmos is the Vice Chairman aof the Company. He is the Chairman of the Board of
fAnglo Philippine Holdings, Inc., aAnvil Publishing, Inc., Carmen Copper Corporation, MBS
Express, Inc, and Yulcan Materials Corporation. He iz the Chairman and President of Atlas
Consolidated Mining & Development Corporation, The Philodrill Corporation, Mational Book
Store, Inc., Vulcan Industrial & Mining Corporation and United Faragon Mining Corporation,
He is also the President of Abacus Book & Card Corporation, Crossings Department Store
Corp., Power Boaks, Inc., and MRT Holdings Inc. He is Vice Chairman of Shangri-La Plaza
Carparation, MRBT Development Corporation, Metre Rail Transit Ceorporation and LR
Publications, Inc.

Johnny O, Cobankiat is President of Co Ban Kiat Hardware, Inc., Ace Hardware, Philippines,
and Coby's Marketing Corp.  He is Wice Chairman of the Federation of Filiping-Chinese
Chamber of Cammerce, Director of R. Mubla Securities, Inc. and of the Philippine Hardware
Azzociation.

George L. Go is the Chairman of Crown Equities, Inc., Healthcare System: of Asia
Philippines, Inc,, Skoal Advertising, Inc., and of Asian aAlliance Holdings and Dev. Carp. He
finished the Advanced Management Frogram of Harvard Business School, USA and is 8
graduate of Youngstown University, USA [Bachelor of Economics).

Josephine Logronio, Secretary 10 the Audit Committes.
The Audit Committee’s Responsibility Relative to the Externol Auditor,

Pursuant to the Company’s Manual of Corporste Governance, the Audit committee shall
perform oversight functions over the Campany’s external auditars. It shall ensure that the
internal and external auditors act independently from each other, and that both auditors are
given unrestricted access to all records, properties and personnel to enable them to perfarm
their respective audit functions. The audit Committee is alse tasked to 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 in relation to their significance to the total annual
income of the externzl auditor and to the corperation’s overall consultancy expenses. The
committee 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 Audit Committes also assesses annually the qualification, expertise and rescurces, and
independence of the external auditors and the effectiveness of the audit process

{e] Momination Committes

a0



3)

4)

!§ Chairman Il Eduard Kunk Khoon Loong 23 June 2010 1 | 100% | 2 yrs.

| (MED) ] 11 rmos.
Mambear Antonio Cojuangoo 14 August 1 100% | 5yrs.9
[MED (1) 2007 mos.
member Cwnithia B del Castillo 18 June 2004 1 100% | Byrs, 11
(MNED} . mos,
Member Federica G. Moel, Ir, 18 June 2004 i 100% | Byrs, 11
{ED) oS,

d} Remuneration Committee

M/A. The Company does not have a formally instituted remuneration committee.  All

remunaration matters are passed upon by the Executive Committee and the Board.

Changes in Committee Members

In January 2013, Mr. Wicente Formoso retired from the Group, rendering his position in the

Board and in the Executive and Audit Committees vacant,

Waork Done By Each Committee and lssues Addressed During the Year

Executive Committee

The Executive Committee of the Company meets weekly and operates as
managemeant committee.

& general

Throughout the year, it has taken up all matters relating to

corporate development, strategies and direction, business transactions, risk management,
internal control, corporate governance, shareholder and stakeholder concerns, All decisions
of the Executive Committee are brought up to the Board for approval, and to the
stockholders during the annual general meeting for ratificatian.

The Executive Committee tackled and discussed all issues concerning the Company's
bhusiness goals and operations.

Audit Committee

During the year, the Audit Committes reviewed (i} draft financial statements prior to
recommending them to the Board for approval; (i) reviewed, in conjunction with the
external auditor, the development of accounting standards and assessed potential impacts
on the financizl staterments; (i) assessed the independence of the external auditor; (iv)
discussed the proposed scope of work and approach of the audit with the external auditor;
tvirecommended to the Board the appointment and remuneration of the external auditor;
{vwi) reviewed and approved the internal audit program, reviewed the internal audit reports
and discussed issues with internal audit tearm and with the senior management; [wii)
reviewed the independence of the internal audit function and the level of support and
cooperation given by the management to the internzl audit team, as well as resources of the
internal audit team when undertaking its duties and responsibilities; {viii) reviewed the

adequacy and effectiveness of the company’s system of internal contral.

During the financial year ended 31 December 2012, there were no significant control issues,
weaknesses or significant areas of concern identified,
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5)

1)

2)

Nomination Committes

The Momination Committee received and evaluated nominatians for directors {regular and
independent) to serve for the fiscal year 2012-2013. It will be doing the same for the fiscal
year 2013-2014. There were no significant issues that were raised during the year,

Caommittee Program

While there are no specific programs planned at this time that can be detailed for purposes
of this reporting, each of the Committees is fully cognizant of their respective roles in
ensuring that the Company is abreast and compliant with corporate governance mandates
issued by the regulatory authorities, and will cantinually exert efforts to be effective in this
rale.

RISK MANAGENMENT SYSTEM
Overall Risk Management Philosophy of the Company

The Campany, through the Board, ensures the maintenance of an adequate system of
internal controls and reviewing their effectiveness, The system of internal control is
designed to facilitate effective and efficient aperations, safeguard its assets, and ensure that
the guality of internal and external reporting comply with applicable laws and regulations.
In establishing internal cantrols, the Company has taken into consideration the nature and
extent of the Company’s business, operations and financial risks, the likelihood of
crystallization of such risks, and the costs of implementing the relevant internal controls,
These internal contrals are designed to manage, but not eliminate the risk of failure to
achieve business objectives and provide reasonable, but nat absalute, assurance against the
risks of materials misstatement, fravd, or losses. Each year, the board reviews the risks
affecting the Caompany and evaluates the effectiveness of the internal control frameawork
with respect to the management of such risks. The company's internal control framewark
covers: (i} the setting of objectives, budgets, and targets; (i} the establishment of regular
reporting of finencial information, in particular, the tracking of deviations between actual
performances and  budgets/targets; (i) the delegation of authority; and (iv} the
establishment of clear lines of accountability.

Annual Review by the Boord of the Risk Managsment System

At the end of this fiscal vear, the Board review the existing internal controls and assessed
their effectiveness against the various risks to which the Company was vulnerable during the
covered period, and determined that the Company's internal controls are efficient and
affective,

Risk Policy

(a) Company

as describe above, the Company's internal contral framework covers: (i} the setting of
objectives, budgets, and targets; [ii) the establishment of regular reporting of financdial
information, in particular, the tracking of deviations between actual performances and

budgets/targets; (i) the delegation of authority; and {iv) the establishment of clear lines of
accountability,
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trategies and obiectives of the Company as & whole are determined by the Board. Budget

are prepared annually and reviewed by the Board, In implementing these strategies and
achieving these objectives, each Executive Director has specific responsibilities for
manitoring the conduct and operations of individual business units within the Company.
This includes the review and approval of business strategies and plans, the setting of
business related performance targets as well as the design and implementation of internal
controls,

Perindic financial information is provided 1o the Executive Directors. Variance analysis
between actual perfarmances and targets are prepared and documented for discussion at
Board meetings, with explanations noted for any material variances and deviations hetween
actual performances and budgets/targets. This helps the Board and the Company's
tManagement to monitor the Group’s business operations and to plan on & prudent and
timely basis. Other regular and ad hoc reports are prepared for the Board and its various
committees, ta ensure that the Directors are provided with all the requested information in
atimely and appropriate manner.

To allow for delegation of authority as well as to enhance segregation of duties and
accountability, a clear organization structure exists detailing different levels of authority and
contral responsibilities within each business unit of the Company. Certain specific matters
are reserved far the Board's decision and cannot be delegated. These include, among
athers, the approval of the annual and interim results, annual budgets, capital structure,
declaration of dividends, materisl acquisitions, disposals and capital expenditures, Board
structure and its compaosition and succession.

in addition, the Board also maonitors its internal controls through a program of internal
audits, The internal auwdit team reviews the major operations, financizl and risk
management controls of the company on a continuing basiz, and aims to cover all its major
oparations on a rotational basis. The scope of review and the audit program of the internal
audit team, formulated and based on a risk assessment approach, with focus on areas with
relatively higher perceived risks, are approved by the Audit Cormmittee at the end of the
preceding financial year in conjunction with the Company’s senior management. During its
visits, the internal zudit team also ensures that appropriate controls are in place and
deficiencies or irregularities (if any} are rectified.

The internal audit function reports directly to the Audit Committee. Accordingly, regular
internal audit reports are circulated to the Audit Committee members, the Chief Financial
Officer, and the external auditors for review in accordance with the approved internal audit
program.

ih) Graup

The Group's risk management policy follows that of the Company.

) Minority Shareholders

in order to maintzin a healthy relationship with its shareholders — both the majority and
minority — the Company has established various channels of communication : (i)
shareholders are encouraged to raise any comments or concerns on the performance and
future directions of the Company with the Directors at the annual general meeting; (ii] the
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3)

Company distributes the annual results to the shareholders; (i} the Company's website
contain impartant corporate information; (iv) shareholders have direct access to the
corporate secretary to raise their inquiries and concerns.

Controfl System set-Up
[a}) Company

The Board has overall responsibility for ensuring that the Group maintains as adequarte
system of internal control and risk management and for reviewing its effectiveness, The
Audit Committee undertakes the detailed monitoring of the controls and reports to the
Board its findings, The Board reviews the systern of internal and financial contrals annually
to ensure that controls are able to effectively result in the proper management of business
risks. The Campany ash a management structure with clear lines of responsibility and
accountability and staffed with appropriate personnel.

(b} Group
The control system for the Group follow that of the Company 23 described above.

[c)  Committee

It iz the Company's Audit Committee that undertakes the detailed monitoring of the
different control mechanism. The Company's management structure is also such that risk
management is embedded across the Company's organization.

INTERNAL AUDIT AND CONTROL

1} Internal Control System

Disclose the following information pertaining to the internal contrel system of the company:
{a) Explain how the internal cantrol systern is defined for the company;

The Board is respansible for maintaining and reviewing the effectiveness of the Company's
system of internal controls. The internzl controls are designed to meet the Group's
particular needs, minimize the risks to which the Company is exposed, manage rather than
eliminate the risks 1o achieve business objectives, and provide reazonable but not absolute
ASSUrENce against misstatements or losses. The Company's internal contral framework
covers {i} the setting of abjectives, budgets, and targets; (i) the establishmeant of regular
reporting of financial information, in particular, the tracking of deviations between actual
performances and budgets/targets; [iil) the delegation of authority; and (iv] the
establishment of clear lines of accountability.

(b) A statement that the directars have reviewed the effectiveness of the internal control
system and whether they consider them effective and adeguate;

Curing the year ended 31 December 2012, the Board, through the Audit Cammittee,

reviewed the risks and evaluated the internal contral framework that operates within the
Company and considered that the system of internal controls in operation is effective,
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[¢] Period covered by the review;
The review covered the period from 01 January 2012 to 31 December 2012

(d) How often internal controls are reviewed and the directors’ criteria for assessing the
effectivenass of the internal cantrol system; and

Strategies and objectives of the Company as a whole are determined by the Board. Budgets
are prepared annually and reviewed by the Beoard, Budgets are prepared annually and
reviewed by the Board. In implementing these strategies and achieving these objectives,
each Executive Director has specific responsibilities for monitoring the conduct and
operations of individual business units within the Company. This includes the review and
approval af business strategies and plans, the setting of business-related performance
targets as well as the design and implementation of internal controls.

Periodic financial information is provided to the Executive Directors. Variance analysis
between actual performances and targets are prepared and documented for discussion at
Board meetings, with explanations noted far any material variances and deviations between
actual performances and budgetftargets.  This helps the Board and the Company’s
Management to monitor the Group’s business operations and to plan on a prudent and
timely basis. Other regular and ad hoc reports are prepared for the Board and its various
committess, to ensure that the Directors zre provided with all the requested information in
atimely and appropriate manner.

To allow for delegation of authority as well as to enhance segregation of duties and
accountability, a clear organizational structure exists detailing different levels of authority
and control respeonsibilities within each business unit of the company. Certain specific
matters are reserved for the Board's decision and cannat be delegated, These include,
amang athers, the approval of annual and interim results, annual budgets, capital structure,
declaration of dividends, material acquisitions, disposal and capital expenditures, Board
structure and its composition and succession.

In addition, the Board also monitors its internal controls through a program of internal
audits, The internal audit team reviews the major operational, financial and risk
management controls of the Company on a continuing basis, and aims to cover all its major
operations on a rotational basis, The scope of review and the audit program of the internal
audit team, formulated and based on a risk assessment approach, with focus on areas with
relatively higher perceived risks, are approved by the Audit Committee at the end of the
precading financial year in conjunction with the Company’s senior management. During its
visits, the internal audit team alsc ensures that appropriate controls are in place and
deficiencies or irregularities (if any} are rectified.

[e} Where no review was conducted during the year, an explanation why not.
Mat applicabie.

2} Internal Audiz
{a) Role, Scope and Internal Audit Function

Give a general description of the role, scope of internal audit work and other detzils of the
internal audit function.
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| Josephine ML | A& written raport
Logrofio s prepared and
issued by the
The Audit : ¥
. Chief  Internal
, The scope of work Auditor
provides the ) 7
2 : of Internal Audit fallowing the
general  direction i .
; encompasses the conclusion of
as to the role of v : 2 _
: exarmination  and each internzl
internal Audit. h 2 m
evaluaticn of the audit
The Internal In-house
Audit adeqguacy and Engagemen
I =
Y ozsibi!itiea are effectivencss of and are
res ; 2 i 2
dif?ned by  the the organization’s distributed  as
) ) syatem of internal appropriate.
Audit  Committes ¥ i PP F1 N
2R controls. Internal audit
as part of their
: rezults are also
aversight role ;
communicated
to  the Audit
Commitiees.

(b} Do the appaintment and/or removal of the Internal Auditor er the accounting fauditing

(c)

(d)

ie)

firm ar corporation to which the internal audit function is outsourced require the
approval of the audit committee? Yes. The Audit Committee is responsible for the
appointrment of the Internal Auditor wha shall report directly to the Audit Committes

Discuss the internal suditor’s reporting relationship with the audit committee. Does the
internal auditor have direct and unfettered access to the board of directors and the
audit committes and to all records, properties and personnel?

The Chief Internal Auditor reports functionally to the Audit Committee and has full and
free access Lo the Audit Committee. Internal Audit is granted authority for full and
complete access to any of the company’s records, physical properties, and personnel
pertinent To carrying out any engagement.

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 Sta'l;f_ i e Re_a_sbﬁ_;?_ T

Mae Christine Go Resignation due to transfer to another Company

Progress against Plans, Issues, Findings and Examination Trends

state the internal audit’s progress against plans, significant issues, significant findings and
examination trends.
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The 2012 audit activity was completed in

Progress Against Plans . A
hedod 2t AE accordance to the annual internal audit plan

e ; During the yaar 2012, there were no significant
Issues” @ ] issues identified which  might  affect  the
TR : i shareholders’ stake in the Company

Curing the year 2012, there werg no significant
findings identified which might affect the
shareholders’ stake in the Campany

The audit planning is prepared annually based
on a 3-year audit cycle review, risk assessment
of the company’s business processes, taking into
account stakeholder expectations and current
deveicpments.

During 2012 audit planning, no pervasive issues
and findings from the previous year's audit
prevailed that resulted to a cycle review in 20132,
also, a follow-up sudit was conducted on
completed audit, and based on this awdit, no
significant issues or findings were identified that
warrants a cycle review in 2012,

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

1] Preparation of an audit plan inclusive of a timeline and milestones:

Z} Conduct of examination based on the plan;

3} Ewaluation of the progress in the implementation of the plan;

4] Decumentation 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 & regular basis.]

if)  Audit Control Palicies 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 contrals,
pelicies and procedures have been implemented under the colurnn “Implementation.”

Policies & Procedures ['Implementation

Cash Advance Policy Established controls were implemented

Ig) Mechanisms and Safeguards

state the mechanism established by the company to safeguard the independence of the
auditars, financial analysts, investment banks and rating agencies {example, restrictions on
trading in the company’s shares and impaosition of internal approval procedures for these
transactions, limitation on the non-zudit services that an external auditor may provide to
the companyl:

I o

lssues” are compliance matters that arise from adopting different interpretations.
2 = 5 # . oy =| Ao
“Findings" are those with concrete basis under the company’s policies and rules.
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1)

‘Rating Agencies |

evaluates and
determines the naon-
audit waork, if any, of
the external auditor,
and review periodically
the non-zudit  fees | The company does not | The company doegs not | The company does not
paid 10 the external | engage in the sarvices | engape in the services | engage in the services
auditor, The Audit | of Financial Analysts of investment Banks of Rating Apencies
Committee review, at
least  annually, the
agualifications,
performance and
independence of the
axternal auditors,

The Audit Committes
is responsible for the
appointment  of the
internal auditor who
shall report directly to
the audit Committee.
The Audit Committes
also rewviews ang
approves the internal
audit plans, and
reviews the internzl
audit reports

th} The Company’s Chairman and the members of the Executive Committee shall have to
attest to the Company's full compliance with the SEC Code of Corporate Governance.
Such confirmation shall state that all directors, officers and employess of the cormpany
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.

ROLE OF STAKEHOLDERS

The Company is cognizant of its responsibility of balancing the interest of all of its
stakeholders — shareholder and non-shareholder (e.g., customers, investors, suppliers, etc.)
alike. The Company shall endeavour to maintain positive relations with all of its
stakenolders for the smooth conduct of its business.

(i} Customer’s Welfare

The Company, through its various subsidiaries involved the selling of condominium units or
tgasing of retail space, strives to deliver products of the highest standard and which are in
conformity with prevailing best practices.

(i) supplierfcontractor selection practice

The Company and its subsidiaries cbserve a rigid procedure in the appointment of suppliers,

contractors,  and  service  providers.  This  poliey  seeks 1o ensure  that  any
supplier/contractorfservice provider engaged by the Company or the Group is financially
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able, technically capable, and in compliance with existing rules and regulations affecting its
particular industry, Thus, every potential supplier/contractor/service provider undergoes a
stringent accreditation process. Only those successfully accredited may be allowed to bid
for any of the Company's or Group’s projects. The accreditation process includes an
evaluation of the supplier’s/contractor's/service provider's legal compliance with statutes
and compliance with requirements of regulatory bodies, financial capacity, technical
competence, track record in the industry, absence of any suit, claim, or proceeding against
it.

With respect to legal compliance, those sesking accreditation are required to present,
amang others the following: business registration certificates (SEC registration, Certificate
of Business Registration from the Department of Trade and Industry), incorporate
documents, Tax |dentification Mumber, BIR Certificate of Registration, Mayor's Permit,
Distributership ar Franchise authority, 555, Philhealth, Pag-ibig employer regitrations, and
such other requirements as may be specific to the applicant’s industry.

With respect to the financial stability, the Company required the submission of the
applicant’s Audited Financial Statements and the Interim Financial Statements.  The
applicant’s financial acceptability is evaluated by the Company base don such factors as
liquidity ratio, profitability ratio, etc.).

With respect to technical capability, the requisitioning unit of the Company or the Group
evaluates the acceptability and suitability of the products or services being offered by a
supplier/contractar/service provider, and looks into the applicant’s confarmance to relevant
regulatory standards, validity of industry relevant licenses, past performance and track
record, table of organization and manpower complement, equipment list, product catalogs,
reference reports, etc. The adequacy of the applicant’s facilities, equipment and manpaower
are validated through site visits, third party validation and interviews with reference sites,

(i} Envircnmentally friendly value chain

The Company is cognizant of its responsibility towards supporting environment friendly
efforts and business and operations practices. Thus, for instance, in dealing with its
suppliers or contractors, due care is observed so that only those with environment friendly
practices are awarded works and contracts, Internally, the Company has instituted efforts to
reduce wastage and establish guidelines for the efficient management of resources such as
electricity, water, paper and other commaon resources being used by the Company. The
same due care for environment friendly and green practices is observed within the Group.
Thus, for instance, the Company’s subsidiary, KSA Realty Corparation has beern awarded by
internationally prestigious bodies for its energy conservation programs for its condominium
facility, The Enterprise Center which is located at the heart of Makati City {i.e, the &sean
Energy Awards, Asean Energy Efficient Building). As with the Enterprise Center and the
Group’s other developments (The Shang Grand Tower, The 5t. Francis Shangri-La Place, One
Shangri-La Place}, Shangri-La Flaza, green practices are sought by the Company to the extent
passible i.e., through the adoption of technology which optimize energy use with the least
impact to the environment, the adoption of waste management programs, green
procurement policy with respect to suppliers and contractors, etc., observance of all
relevant regulations promulgated by regulatory autharities.
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[iv) Community Interaction

The Company and the Group engages in programs in line with its desire to fulfil its social
responsibility to the community at large. Thus, it regularly donates substantial amounts to
victims of major calamities such as Typhoons Milenyo, Pablo and Sendong. Through its
subsidiaries, the Company provides free venues for the hosting of socially relevant events
such as those sponsored by the Philippine Red Cross, World wildlife Fund, ete.

iv] Anti-corruption Programmes and Procedures

The company observes stringent anti-corruption programmes and procedures which
includes an express policy on conflict of interest in the case of Company directors, and a
code of ethic for the strict cbservance of the Company’'s employees with respect to conflict
of interest issues, use of Company assets/resources/information, dealings with customers
and  suppliers, and non-acceptance  of  material  gifs  or gratuities  from
suppliers/contractorsfany party transacting with the Company.

Directors. The Company's Manual of Corporate Governance requires 2 directar to act in the
best interest of the Company in a manner characterized by transparency, accountability, and
fairness, He is also reguired to exercise leadership, prudence and integrity in directing the
corporation towards sustained progress.  Further, a director is admonished not to use his
position to profit or gain some benefit or advantage for himself and/or his related interests.
He should avoid situations that may compromise his impartiality.

Conflict of interest. The Company's Code of Ethics set forth the following policies on the
issue of conflict af interest:

al Emplayee shall have direct or indirect financial or business interest in the approval
by the President or the Executive Committee in the absence of the President.

bl Mo Employee shall accept a position as an officer, director, or consultant of an
outside business concern (except professional or civic organizations or family
businesses which have no relationship of any kind with the Campany) uniess with
the written approval by the President or the Executive Committee in the absence of
the Fresident.

¢} Mo Employee, personally or through subordinates ar others, shall influence any
business transaction between the Company and any outside company in which that
Employee has a financial interest or involvement, or in which the Employes may
stand to have financial or persenal gain, or when the outside company emplays any
of the Company Employee’s relatives,

d) Mo Employee shall accept any salary, discounts, fee, commissian, or other forms of
compensation, or any other things of wvalue from any supplier, contractor,
competitor, or other business partners as enumerated in Section D unless with
written approval by the President or the Executive Committee in the absence of the
President unless otherwise provided in this Policy.

el Mo Employes or his/her relatives shall make ar guarantee a loan to, or accept a loan
from suppliers, contractor, or competitor of the Company, or have borrowings

L1y



guaranteed by an individual ar organization having business dealings with the
Company.

fl Ne Employee shall accept concurrent employment (regular, consultancy, or
commission basis) without written approval by the President or the Executive
Committee in business of any supplier, contractor, or competitor of the Company
unless with the written the absence of the President from any other employer.

Use of Company Assets, Resources, andfor Information. The Company's Code of Ethics
prohibits any employes from using any asset, resaurce, and/or confidential information of
the Company for financial or personal gain of the employee or any other persan, interest, or
entity other than the Company.

Dezlings with Customers or Suppliers.  The Company's Code of Ethics layvs down the
following rules to be observed by employees in their dealings with the Company's various
customers ar suppliers:

al Employee shall offer or give payments or any gifts or entertainment, directhy or
indirectly, to or for the benefit of any Employee of the Company's customers, ar 1o
any organization in which an Employee of the Company's customer is known to have
a material, direct ar indirect, financial or business interest, if such payments or gifts
are for purposes of influencing said Employee to commit or omit any act in viclation
of the lawful duty of szid Emplaves.

b  Amenities, entertzinment, and other courtesies that are modest may be extended to
employees of the Company’s customers, but anly to the extent appropriate and
reasonable under applicable laws and customs and only for legitimate business
pUrpOses.

¢} Cash or non-cash payments and donations by the Company of things of value to
Company customers, suppliers, contractors, or their employees shall be allowed if
these:

it modest and are designed 1o pramate the sale of the Company’s praducts or to
enhance generally the business relationships between the Company and its
customers, suppliers or contractors; and

i) legal and acceptable by local community standards and customs.

Gifts or Gratuities. The Company’s Code of Ethics prohibits employess from accepting any
amount of money ar cash gifts; any value of gift checks, prepaid cards, or any form af cash
equivalents; personal gifts that are inappropriately lavish or excessive, or create a
perception of undue influence or of significant amount [over Php2,000.00); business
courtesies including discounts or benefits that are not made available to other employees;
tickets, pocket money, and lodging for leisure and business trawvels; tickets to sporting,
entertainment, or other non-fundraising events; and testimonial dinners and events, except
personalized plagues or trophies.

The wviolation of an employee of any of the foregoing paolicies are met with disciplinary
action.
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[vi} Safeguarding Creditors’ Rights

The Company ensures through best practices corporate governance measures that it has a
well-performing management in place and that corporate assets are being put to
appropriate and profitable use. Creditors’ rights are also assured through the Company's
observance of strict internal controls and a working risk management system, and through
the clear and timely disclosure of the Company's aperating and financial performance.
Investor communications are kept open by way of direct access to the company's
Management and through the Company’'s website. Creditars are also protected through
timely and accurate disclosures made by the Company in such manner as may be required
by regulatory institutions and by law.

2} Separate Corporate Social Responsibility Section

The Company does not have a section specifically named as &2 Corporate Respaonsibility
Section. All of the Company’s corporate social responsibility endeavors are overseen by its
Marketing Department.

3} Performance-Enhancing Mechanisms For Employee Participation
{o) Company’s Policy With Respect To its Employees’ Safety, Health, and Welfare

+  The Company provides for the dental, medical & health plan coverage of its employees
lin-patient and out-patient benefits) through an appeinted service provider.

=  The Company provides its employees with Group Life Insurance coverage.

* Regular health programs are also conducted for the employees like anti-flu shots,
Frieumococcal & HPY vaccines, etec.

+ The Company also schedules in cocrdination with the healthcare service provider the
Annual Physical Examination to determine the employees’ health conditions; following
the results are treatments and/or corrective measures 1o address irregular conditions.

+ The Company also undertakes sports and physical fitness programs for the employees
every yvear like bowling, yoga classes, etc.

+« In coordination with the Security and Safety Department and the local Government, Fire,
Earthguake, and evacuation Crills are done annually to educate employees on the
Company’s emergency preparedness programs

{b] Show Data Reloting to Health, Safety ond Welfore of its Employees

The Company has issued several internal memoranda pertaining to employee welfare
enhancing activities, i.e., Internal Office Correspandence dated 05 luly 2012 reparding the
halding of the Group’s bowling tournament; Internal Office Correspondence dated 19 April
2012 regarding the schedule for the Fire Safety Drill; Internal Office Correspondence dated
21 May 2012 regarding the Earthguake awareness S3eminar and Evacuation Drill; Internal
Office Correspondence dated 22 May 2012 reminding employees of the schedule far flu
shots vaccination; Internal Office Correspondence dated 21 May 2012 regarding the Group's
summer outing,

fel State the Company’s Training and Development Progrommes for Its Employees

By the end of each year, management identifies and plans for training programs that
employees from the different ranks are scheduled to attend the following year.
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Identification is & result of superior’s recommendations & requests, the perfarmance
evaluation ratings, and the needs analysis.

Last year, the following training programs were attended by the employvees of the Company
and the Group:

Care Training Programs

Basic OMS Internal Audit Course May 9, 2012
Total of 10 participants (10 SLPC)
SLPC 10 (3 Managers, 7 Supervisars)
o Total Cost: within budget
Advance OQMS Internal Audit Course May 15-16, 2012
Total of 16 participants (1 5P, 15 SLPC)
SLPC 15 (9 Managers, & Supervisors), SPI 1 (1 Supervisor)
o Total Cost: within budget

External Training Programs

Functional & Technical 5kills Program {please refer to Annex “A1")

Tatal of 25 participants (& Managers, 13 Supervisors, & Rank & Filg)

Total cost of Php215,137.24

attendance: All registered/pre-registered employees attended the training/seminar:
100%

Rating: "Satisfactory” rating based on Training evaluation forms submitted by the
participants

Management Development Program (plegse refer to Annex “A1")

Tatal of 3 participants {3 Managers),

Total cost of Php42,552.00

Attendance: All registered/pre-registered employees attended the training/seminar:
100%

Rating: “Satisfactory” rating based on Training evaluation forms submitted by the
participants

Internal Auditor Training for 150 14000 Environmental Management Systems
February 9-10, 2012, 2 participants (2 Managers)

#  CostperHead: (2) 19,152.00 within budget, Attendance: 100%, Rating: Satisfactory
Applied MBA Program

lanuary 28 = February 5, 2012, 1 participant (1 Manager)

#  Costper Head: 23,400 within budget, Attendance: 100%, Rating: Satisfactory

Functianol & Technical Skills Progrom

Prneumatic Industrial Contraols (PIC)

July 14 = August 18, 2012, 4 participants {4 Rank & File)

= Cost per Head: (4) 26,800.00 within budget, Attendance: 100%, Rating; Satisfactory
Power System Design

July 14 — August 11, 2012, 1 participant {1 Manager)

= Cost per Head: 8,500.00 within budget, Attendance: 100%, Rating: Satisfactory
Protective Relaying Course

September 1-29, 2012, 1 participant {1 Supervisor)

¥  Cost per Head: 8,500.00 within budget, Attendance: 100%, Rating: Satisfactory
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Basic Training Course for New Pollution Control Officers
June 26-25, 2012, 2 participants (1 Manager, 1 Supervisor)
= Cost per Head: 17,000.00 within budget, Attendance: 100%, Rating: Satisfactory
Basic HVAC Design
March 8-17, 2012, 3 participants (1 Manager, 2 Supervisors)
# Cost per Head: 30,000.00 within budget, Attendance: 100%, Rating: Satisfactory
Tomorrow's Supply Chain in a Value-Driven Global Economy
April 15-20, 2012, 1 participant {1 Supervisor)
#  Cast per Head: 12,500.00 within budget, Attendance: 100%, Rating: Satisfactory
Fundamentals of inventory Control
May 30, 2012, 1 participant (1 Rank & Filg)
#  Costper Head: 5,000.00 within budget, Attendance: 100%, Rating: Satisfactary
CompTlAa Network Plus
June 4-8, 2012, 1 participant {1 Supervisor)
# Cost per Head: 26,250.00 within budget, Attendance: 100%, Rating: Satisfactary
Managing the I1BM Lotus Domino 8.5 Servers and Users
March -9, 2012, 1 participant {1 Manager)
# Cost per Head: FREE within budget, Attendance: 100%, Rating: Satisfactory
HP Networking Switched Basic Training Course
May 4, 2012, 2 participants (1 Manager, 1 Supervizor)
#  Cost per Head: FREE within budget, Attendance: 100%, Rating: Satisfactary
Canfiguring & Troubleshooting Windows Server 2008 Active Directary Domain Services
February 20-24, 20132, 1 participant {1 Supervisar)
¥  Cost per Head: 19,125.00 within budget, Attendance: 100%, Rating: Satisfactory
Project Development & Project Management
February 23-24, 2012, 1 participant {1 Manager)
¥  Cost per Head: 5,000.00 within budget, Attendance: 100%, Rating: Satisfactory
Building Wiring Installation & Maintenance
February 13 — March 7, 2012, 1 participant {1 Rank & File)
¥  Cost per Head: 6,900.00 within budget, Attendance: 100%, Rating: Satisfactory
6™ Leading Without the Title for Executive Assistants and Administrators Seminar
July 18 2012, 1 participant (1 Supervisor)
# Cost per Head: 5,574.24 within budget, Attendance: 100%, Rating: Satisfactory
Strategic Planning .
September 25-26, 2012, 1 participant {1 Supervisor)
¥ Cost per Head: 12, 888.00 within budget, Attendance: 100%, Rating: Satisfactory
Investigative Interview & Interrogatian
Movember 8, 2012, 1 participant {1 Supervisar)
#  Cost per Head: 4,000.00 within budget, Attendance: 100%, Rating: Satisfactory
Advanced Investigative Interview & |Interrogation
Cecember 3-5, 2012, 1 participant (1 Supervisor)
#  Cost per Head: 14,700.00 within budget, Attendance: 100%, Rating: Satisfactory
Legal Consideration in Compensation
October 15-17, 2012 1 participant (1 Supervisar)
#  Cost per Head: 7,400.00 within budget, Attendance: 100%, Rating: Satisfactory
Hazard ldentification, Risk Assessment & Control
December 3, 2012, 1 participant {1 Supervizor)
¥ Cost per Head: 5,000.00 within budget, Attendance: 100%, Rating: Satisfactory
25" Cla Certification Seminar Series Parts 1 and 2

Crganizer: Institute of Internal Auditars Philippines Inc.

Wenue: [14-F Training Centre

44



Unit 702 Corporate Center, 139 valerg Street, Salceda
Willage, Makati City

Date: Jan 14 - Mar 10, 2012

Total Cost: Php 20,000.00

Mo. of Participants: 1 (Maricel L. Delgado)

e [T Audit Assurance: Course 101

Organizer: Information Systems Audit and Control Association (Manila
Chapter], Inc.
Venue: I5ACA Manila Frofessional Development Center

Suite 2109 Cityland 10 Tower 2

154 H. V. Dela Costa Street, Makati City
Date: War 28-30, 2012
Total Cast: Php 15,300.00
Mo. of Participants: 1 [Mae Christine L. Go)

+ BIR, HDMF, and Philhealth Continuing Compliance

Organizer: P&A Grant Thornton Qutsawrcing, Inc.
Venue: Ballroom B, Dusit Thani Manila, Makati City
Date: har 28, 2012

Total Cost: Php 2,200.00
Mo, of Participants: 1 {Jamie Anne Marie C. Vinuya)

« Diploma Course in Human Capital Management

Organizer: De La Salle - College of Saint Benilde (DLSU-CSB) School of
Professional and Continuing Education [SPaCE)

Venue: scheol of Design and Arts or Angelo King International
Center

Date: Module 1: Strategic HR Planning (Mar 24 - Apr 28, 2012)

Module Z: Industrial Relations (May 5 - Jun 2, 2012)
Module 3: Development of Training Programs (fun 16 - Jul
14, 2012)
Module 4 Compensation and Rewards Management [Jul 28
- Aug 25, 2012)

Total Cost; Fhp 52,125.00

Mo. of Participants: 1 (Bethany lanise T. Ong}

« Taxpayer's Guide to Tax-Exempt Transactions and Preferential Tax Treatments

Organizer: Center for Global Best Practices

Venue: EDZA Shangri-La Hetel, Mandaluyong City
Date: Jun 21-22, 2012

Cost Per Head: Php 10,370.00

Tatal Cost; Php 31,110.00
Mo, of Participants: 3 (Elsie €. Cagalingan, Mabel P. Tacards, and Katherine M,
Sikva)

{d) State the Company's reward/compensation policy that accounts for the performance
of the Company beyond short term finoncial megsures

The Cormpany recognizes its employees’ performance through:



4)

Company’s Pracedure for Handling Complaints by Employees Concerning IWegal fincluding

ooo0 o

Annual Mearit Increase
Performance Bonus
Praomotions & Upgrades
Service fwards

Corruption) and Unethical Behaviour, and How Employvees Are Protected From Retaliation

The Company has its Code of Ethics ar conduct which directs employvess ta praper behaviour

in the workplace.

erring employess within the boundaries of due process as required by law.

The Company through the CORRECTIVE ACTIONS, DUE PROCESS, & GRIEVAMNCE MACHINERY
Policy mekes sure that an employee is given his right whether as & complainant or
respondent to any grievance filed. This mechanism has been reduced in writing and forms
part of the Company's policies and procedures. Following is the detailed description of said

mechanism that is being chserved by the Company:

1.

POLICY STATEMENT

To implement a system that will ensure the observance of due process when
handling out corrective actions to employees and to provide a mechanism for
handling employee grievances.

GEMERAL PROVISIONS

21

2.2

2.3

2.4

The Company believes that every employvee, owing to his inherent
goodness, is capable of conducting himself uprightly. Thus, self-discipline
is considered an integral part of an employee’s normal functions in the
ocrganization. To complement self-discipling, the Company has developed
a Code of Conduct that will clarify acceptable standards of behavior and
deviations therefrom.

The responsibility to assist an employee to act in conformance with the
acceptable standards of behavior rest on the employees’s immediate
superior.  Accordingly, the responsibility to take corrective actions in
cases of deviations therefram alse lies with him. His decision relative
thereto shall be given great weight.

In taking corractive action, the employee’s immediate superior shall at all
times chserve due process and be guided by the principle of consistency
and fairness.  He should moreover decide upon his independent
cansideration of relevant matters, free from bias, prejudice or influence,

In implementing corrective actions, the immediate superior should make
clear to the employee that the intention is nat to punish but rather 1o
give the employee the apportunity to learn from his mistakes. In
counseling, for example, the superior reminds and advises the employes
of the acceptable standards of behaviar and assists the employee in
correcting himself. Disciplinary leaves, on the other hand, are meant 1o
relieve the emploves from work for a certain number of days, without

It also serves as a guide for the handling of corrective actions against
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2.5

pay, to allow him to contermnplate, plan and adopt a reseolution to correct
himself. As for dismissals, they are meant to impress on the employee
that his act of commission or omission is absclutely inconsistent with the
Company's acceptable standards of behavior and whatever damage he
has done {tangible or intangikle) can no longer be rectified. To correct
this, ke should learn to abide with the acceptable standards of behaviar
of his next employer.

HR's primary role is to encourage the development of an atmosphers
where positive discipline will be second nature to all employees.
However, if there is a necessity for a corrective action, HR shall provide
management with administrative support to carry it out. HR shall
likewise give both management and employess such advice or counsel as
may be necded to ensure that consistency and fairness is duly ohserved.

PROCEDURE

3.1

3.1.1

3.1.2

3.1.3

Corrective Actions:

Upon abserving or receiving a report about an employes’s irregular act
of commission or omission, the immediate superior shall initiate the
disciplinary process by filling out the "Notice of Irregularity” foarm. The
form shall be filled up as follows:

3.1.1.1 Statement of Facts. The superior describes the incident, the
time, and place it heppened, the person or persons invalved, and
ather facts relevant to the case,

3.1.1.2 Company Rule Violated. The superior cites the particular
provision in the Code of Conduct, policies and guidelines, orders
or instructions, etc., that the employes violated with the
irregularity, The superior shall likewise indicate the succession of
the offense committed {1%, 2™, etc.) and the corrective action
that will be impased.

After filling up 2.1.1.1 and 3.1.1.2, the superior signs the form and serves
this to the employee. The emploves receives the form, indicating the
date and time received, After the employee has received the form, the
superior indicates the number of working days within which the
employee must submit his explanation and the date when the
gxplanation is due, For infractions where the corrective action will be
counseling or disciplinary leave, one (1) working day may be enough,
Where the infraction may lead to dismissal, the employee should be
given atl least two (2} days to explain, The superior must make clear to
the employee the consequences should the employee fail to submit his
explanation within the time indicated. The immediate superior then
photocopies the form, gives the original to the employee, and keeps the
photocopy for his file.

If the employee fails to submit his explanation within the reguisite
period, he shall be deemed to have waived this right and the immediate
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2.1.4

3.1.5

3.1.6

3.1.7

3.2

superior shall proceed to impose the appropriate corrective action using
the photocapy of the form.

If the emplovee submits his explanation on time the immediate superior
may have three courses of action, as follows:

2.1.4.1  If the immediate superior finds the explanation acceptable, he
informs the employee about it, indicates this in the form, and
returns the form to HR for inclusion in the employee’s 201 File,

2.1.42 If the immediate superior finds the employee's reason
insufficient to justify the irregularity, or if the employee has
lied in his explanation and the immediate superior that
sufficient reliable information or evidence to support him, he
may immediately decide not to accept the explanation without
going through an investigation,

3.1.432 If he has some doubts on the explanation or wants some
matters verified, he may call for a formal investigation. IN this
instance, he may request for assistance from HR on how to
properly conduct the investigation. Based on the results of the
investigation, he may decide whether the employee is guilty of
the irregularity or not.

Once the immediate superior has established the guilt of the employee,
he may decide on the corrective action to be imposed on the employee.
Marmally, the corrective action shall be as indicated in the provisions of
the Code of Conduct. However, if the situation has some mitigating or
aggravaling circumstances, he may dedide on a lighter or heavier penalty
than indicated in the Code of Conduct. In this case, he should consult
with HE.

The approval of the corrective action will depend on its severity. The
immediate superior can approve corrective actions that only call for
counseling. For those that will involve Disciplinary Leave, the Department
Head and unit executive must zlso approve the action. IMN cases where
Dizmiszal is involved, the President must approve the action,

The HR Head shall be consulted for advice befare the corrective action is
carried out to ensure that it is fair and consistent with previous
corrective action cases in the company. Where legal technicalities may
e involved, the HR Head shall also seek the advice of the Legal
Department

Grievance Machinery:

The Company shall ensure that all its employees adhere to the ethical
work standards and norms.  Any deviations, infractions, and violations
shall be dealt with in accordance with the due process of law and shall
implement  the corresponding  disciplinary  actions  following  the
fundamental principle of progressive discipling.
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2

2.2

2.3

2.4

2.5

2.6

2.7

DEFINITIOM OF TERMS:

Ethical work standards and norms — the moral values, proper behaviors,
and right conduct in the workplace.

Deviation, infraction, and wviclation - the act of breaking or defying the
ethical work standards and norms.

Due process — the opportunity 1o be heard and to explain his side fully
that is given to a concerned party undergoing administrative inguiry or
investigation,

Matice of irregularity — the document issued to an employee as an
apportunity to explain in writing or reply within forty-eight (48} hours
upen receipt thereof to an alleged violation of Company rules and
regulations.

Administrative investigation — the conduct of & question-and-answer
procedure accorded to an employee under investigation for alleged
viclations of Company rules and regulations.

Disciplinary action — the disciplinary measure, contained in the
Company’s Code of Conduct, imposed corresponding to the nature and
gravity of the deviztion, infraction, and vialation,

Progressive discipline = the graduated impasitian of the carresponding
disciplinary action for viclations of Company rules and regulations,

GUIDELIMES AND PROCEDURES:

3.1

3.2

3.3

3.4

3.5

tanagers and supervisors are responsible for instilling and enforcing
discipling in the arganization te inclode the conduct of appropriate
inguiry ar investigation for violations of Company policies, norms, rules,
and regulations.

The due process, as provided by law, shall be adhered to at all times
whenever inguiry or investigation of alleged violations of Company rules
and regulations is conducted. Disciplinary action can anly be imposed
upon completion of the investigation.

A Notice of Irregularity shall be issued 1o the employee for alleged
violation of Company rules and regulations.

Administrative investigation can be pursued to pravide concerned parties
& wvenue to further present their explanations, testimonies, proofs,
and/ar evidence.

The impasition of disciplinary action shall be reviewed as follows:

3.51  Werbal warning and written warning shall be reviewed and duly
approved by the next-level superior and the HR & A5 Divisian,
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3.5.2

Suspension and termination, recommended by the next-level
supericr and the HRE & AS Division shall be reviewed and duly
approved by the Division Head, HR & A5 Head, and the Fresident.

4. PROCEDURE ON DUE PROCESS

4.1

4.2

Opportunity to Explain

£.1.1

4.1.2

4,1.4

The immediate superior and/or next-level superior prepares an
Incident Repart (IR] by accomplishing a Motice of lrregularity
Form (IRF) within two (2) working days from the date the
viglation was committed or discovered. The IR shall state the
fallowing:

Cetzils of the incident;

#  Specific provision of the Code of Conduct that has been
violated;

Reguest for a written explanation frem the employee; and
Date when the written explanation is due and to whom it
should be submitted.

¥

A5

W

The immediate superior and/or next level superior conducts
initial investigation of the incident by:

4,1.2.1 Verifying and validating the written explanation submitted
by the employee;

4.1.2.2 Preparing & report an the results of the investigation to be
submitted to the HR & AS Division; and

4.1.2.3 Recommending a disciplinary action to be applied in the
Investigation Report.

In cases of pending investigation, an employee may be placed under
preventive suspension of not maore than thirty {30) calendar days if
his continued employment poses a serious and imminent threat 1o
the life or property of the Company or ca-emplayee.

If reported incident does not contain encugh grounds, drop the case
and file the docurments in the 201 file of the employee.

Administrative Investigation

4.2.1

423

4.2.4

The immediate superior and/or next level superior notifies the
concerned party/fies of the hearing, which is especially mandatory in
termination cases.

The Motice of Hearing must be received by the concerned party at
lzast 48 hours prior to the scheduled hearing.

Postponement of hearings shall be at the discretion of the HR & AS
Head, provided & written request is submitted at least 24 hours
befare the scheduled hearing.

The Hearing Officer should be the next level superior of the
concerned party, and an HR & AS representative stands as witness,
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4.2.5

4.2.6

4.2.7

428

429

However, no immediate superior may act as investigator if he is a
witness to the wviolation or is involved in the case, to ensure
impartiality, In such cases, the supervisor/manager next higher in
rank shall act as investigator,

The concerned party may be accompanied by any person of his
choice to sarve as his witness.

Al minutes of the hearing shall be decumented and duly signed
by the attending parties,

After completion of the administration hearing, the hearing officer
prepares an evaluation and recommendation of the appropriate
disciplinary action and submits the same to the approving
authorities specified in provision 3.5,

Disciplinary  action/decision shall be implemented oanly after
obtaining Management approval.

The decision on the corresponding disciplinary action shall be
served by the immediate superior and/er next level superior and
received in writing by the concerned party, with copies given to the
divisionfdepartment of the concerned party and to the HRE & AS
Livision for the employes’s 201 File,

4.3 Appeal of Decision
4.2.1 Appeal of disciplinary actions shall be submitted in writing to the
HF & AS Head within five {5) days from receipt of notice of decision.
4.3.2  The HR & AS Head shall evaluate the case in consultation with the
President and decide on the appeal within ten [10) days from
receipt of said appeal.
4.2.3  The decision on the appeal issved by the HR & AS Head shall be
final.
E. FACTORS TO GUIDE THE EVALUATION AND DECISION
L Apgravaling circumstances are those that tend to increase the seriousnass/

gravity of the violation that warrants severe disciplinary action. Examples of
aggravating circumstances are when the employes concerned:

5.1.1

5.1.3

Has & previous record of similar violations within the past five [5)
Years,;

Has been guilty of multiple or habitual misconduct; or, the offender
is a recidivist who, at the time an existing violation, has been
greviously served a disciplinary action for another viclation under
the same category of the Code of Conduct;

Has caused the Company a great amount of damage, loss, or harm;

51



5.2

514

5.4.5

516

5.1.7

5.1.8

5.1.3

5.1.10

5111

5.1.12

5.1.13

Was maotivated by a reward or a promise of a reward in the
commission of the vialation;

Has benefited from the viclation;

Dccupies a position of trust and confidence such as those entrusted
with safeguarding company funds and properties;

Has a poor performance record;

Was under the influence of prohibited drugs or alcohol when he
committed the violation;

Toak advantage of emeargency situations;
Pre-meditated the commission of the violation;
Impeosed his position upon a subordinate to commit the violation;

Committed an act in contempt of or with insult to the authorities;
and

Employed craft, fraud, or disguise in committing the violatian,

Mitigating circurnstances are those that tend to lessen the seriousness/
gravity of the wiclation and warrant less severe disciplinary action.
Examples of mitigating circumstances are when the employee concerned:

521

5.2.2

5.2.3

5.2.4

o

3.2.8

5.2.9

5.2.10

Has been in the service of the Company for a relatively long period
of time, provided that he has not committed a similar vialation in
the last five (5) yvears prior to the filing of the administrative case
against him;

Has an above average performance record for a continuous period
of at least 5 wears immediately prior to the filing of the
adrministrative case against him;

Has not caused substantial damage ar lass to the Company and the
violation committed has no actual pecuniary damage to the
Campany;

Daoes not benefit from the violation;

Voluntarily admits the wviclation prior to the presentation of
evidence far the investigation;

Does not have the intent to defraued;
Errs in his judgment;

Follows @ wrong arder of a superior in good faith ar under threats,
intimidation, or duress is provoked to commit the vielation;

Has no intention to commit the violation;

Suffers from an iliness that adversely affects his judgment,
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E. IMPLEMENTING DISCIPLINARY ACTION

6.1 The signatory of the memorandum for the disciplinary action shall be as
follows:

Yerbal and written warnings — Immediate superior
Suspension — Division/Department Head
Termination — Division Head and President

6.2 The prescriptive pericd of any violation shall be six (8) months from the
date of its commission.

In caze an employee commits the same violation in less than six (B)
rmonths, the new violation shall be considered a continuation of the
previous violation.

In case the second violation is committed after the prescriptive period of
six [8) months has expired, the new violation shall be treated as a first
viclation,

6.3 The immediate superior serves the disciplinary memorandum in all cases,
To ensure that the objective of the disciplinary action is realized, the
immediate superior shall see to it that the same is implemented
immediately after @ decision has been reached,

E.4 The above notwithstanding, top management shall have the discretion to
impose a higher or lower penalty upon a particular violation if in its
appreciation of relevant facts, the same is warranted, Any damage, l0ss,
or injury to personfs or property by reason of these violations shall be
charged to the erring emplayes.

DHACLOSURE AND TRANSPARENCY

Ownership Structure

fa)  Shoreholders holding 5% or more of the Compoany’s Equity aos
reporting:

of 30 April 2014

-of Shares

PCD MNominae 1,918,113,6%5 40, 26% R
Corporation (Filiping)
Travel Aim Investment 1,648,869,372 34.61% B/R
BV, o
Idezl Sites & 1,465,615,626 30 Ta% B
Properties, Inc. o
Mational  Bookstore, 481,558,562 10.11% B/R
Inc. e
e Name i:;f.séniur'f". _:.:'-"NL'l.mber.nf'_ i i },};.gN_LII_'I‘Ihgr qf"f'x." %uf(lamtal
Management .~ | . Directshares. ln.;i Et_:_she_':r_e._s:f-‘]‘rlr_c_:Ll_..Eh | stoek
I R : : : [name.of record owner) | T
Wilfred Woo 1 [TeTiTe 0.000%
Kin Sun Andraw Ng 930,010 none 0.000%
Federico g. Noel, Ir. 1 nane 0,000 % i
Danila Regina I. Fojas 10 noane 0,000% |
| TOTAL 0.000% |
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2)

4]

5)

&)

The Company's Annual RBepert submitted to the SEC and the PSE, and distributed to its
stockhalders and made available publicly in print and on the Company’s website, discloses
2l the matters indicated in this item — key risks, corporate objectives, financial perfarmance
indicators, nan-financial performance indicators, dividend policy, biographical details of
directars, training and/or continuing education program of directors, number of Board
meetings held during the vear, attendance of directors, remuneration of directors and
principal officers.

The Campany howewver, does not have a separate full-blown policy on whistle blowing.
Howewer, the Company in practice, abserves the policy of treating all employvee disclosures
as confidential, and any disclosing employee is assured of fair treatment and protection
against retaliation.

External Auditor’s fee

Nameofauditer .| AuditFee @ | Non-audit Fee

SGV & CO. P 1,536,400.00 P 1,058,535

Medium of Communication

In order to maintain its relationship with its stakeholders, the Company has established
various channels of communication:

il Shareholders can raise any comments of the performance and future directions of the
Campany with the Directors at the annual general meeting.

i) The Company distributes the annual results to shareholders.

i) The Company's website www.shangproperties.com contains significant corporate
information i.e., biographical details of directors and management, organizational
structure, annual and interim reports, SEC and PSE disclosures, major historical
developments, announcerments, elc.

iv]  Shareholders are welcome to raise inquiries through the Legal Department of the
Campany,

Dote of Release of Financial Report

The Company's Audited Financial Statements was approved by the Company’'s Board during
its meeting held on 27 February 2013.

Company Website
The Company's website www.shangproperties.com duly discloses up-to-date information

regarding the Company’'s business operations, financial statements, shareholding structure
{az contained in the various disclosure forms of the SEC and the PSE).




7}

Related Party Transaoctions

Following are the related party transactions entered into by the Company and duly disclosed
in the SEC required form 17-A:

z) On 09 November 2009, the tssuer entered into a Memorandum of Agresment with its

bl

)

d}

2]

subsidiary Shang Properties Realty Corporation {"SPRCY) (formerly, The Shang Grand
Tower Corparation), wherein lssuer agreed with SPRC to develop & portion of |ssuer's
Praperty located at Edsa cor. Shaw Blvd., Mandaluyong City, into another commercial /
retail building (“Project”) comprised of a shopping mall, parking facilities, and high-rise
residential condominium building to be known as "One Shangri-La Place”. Under the
PMOA, Issuer commits to transfer a portion of its Property where the Project will be
constructed, and to contribute up to PHP TWO BILLICN FIVE HUNDRED MILLICON and
Q0/100 {FHP2,500,000,000.00) to partially fund the construction of the Project. SPRC,
for its part, will put up the rest of the funding required for the construction of the
Project. lssuer and SPRC also agreed to allocate the Project as follows: (i) the mall area,
together with its facilities and amenities, shall be allocated exclusively to Issuer; [ii) the
residential portion of the Project will be allacated exclusively te SPRC; (i) all the parking
slots that will be built beneath the mall area (basement parking) and 8% of the padium
parking slots, shall be allocated to the ssuer; (iv) 92% of the padium parking slots will be
allocated to SPRC.

A portion of the Company’s land where the Shangri-La Plaza Mall is located is being
leased ta SLPC. The lease is for 2 pericd of twenty five {25) years fram & January 1993,
Rental income is calculated at 10% of SLPC's annual rental income from mall operations
plus a certain percentage of the carpark’s net income.

Pursuznt to the MOA between the Company and its subsidiary Shang Property Realty
Corporation [described in the disclosure in ltem {a) above), of the mixed development
project to be known as the One Shangri-La Flace, the Company shall be allocated the
mall ares together with its facilities and amenities of said development. The Company
and SLPC have in turn entered into an agreement whereby SLPC shall lease said mall
facility from lssuer of a pericd of five (5 years commencing an September 20132,
renewable upon mutual agreement of the Parties, Rental income is calculated at 12% of
SLPC's annual rental income from mall operations

On 16 January 2002, the Company entered into an agreement with SLPC and 5PSL
Under the terms and conditions of the agreement, 5P31 will be granted limited
usufructuary rights over the lssuer's parking spaces for a consideration eguivalent to a
certain percentage of SPSI's gross income less direct and indirect expenses, The
agreement is effective until 31 December 2002 and shall be renewed automatically for
ancther year unless a notice of non-renewal is served by the |ssuer or SP5L

On Bay 8, 20035, the Company entered into a Memarandum of Agreerment {"MOA") with
Shang Properties Realty Corporztion ("SPRCY) whereby the Company, as registered
owner of a parcel of land located along St. Francis Road cor. Internal Road, Shangri-La
Complex. Mandaluyong City (“Property”), agreed with $PRC for the latter to develop the
Property into a two-tower high rise residential candominium to be known as The 5t
Francis — a Shangri-La Place ("Project”). SPRC shall provide the funding for the Project
which was completed in 2009,
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The MWOA, among others, provides that the Company, as the owner of the Property,
commits to transfer the same, free from all liens and encumbrances, in favor of the
Condominium Corporation that will be incorporated upon the cormpletion of the Froject.
Pending the transfer of the Property to the Condominium Corporation, Issuer shall allow
the use of the Property for the construction of the Project, subject to the terms and
canditions hareinafter stipulated, SPRC shall provide funding for the construction of the
Project. It is the intention of the Parties to allocate the resulting units in the Project
between them, with each party taking ownership and possession of its respective
allocated units ("Allocated Units"), with full power and discretion on the disposition of
the same, subject only the pertinent conditions hereunder contained. The allocation
hetween the Parties of the Net Saleable Area shall be at the ratio of twenty percent
[20%) to the Company and eighty percent (B0%) to SPRC subject to adjustment based on
mutual agreement of the Parties. The actual designation of the Parties’ respective Allocated
Units shall be determined upon completion of the final plans and shall be incorporated in a
supplemental agreement to be executed by the Parties. The Parties zlso agresd that
Seventy Five (75) contiguous parking slots shall be allocated to the Issuer. The allocation of
the remaining parking slots net of the 75 slots ellocated to the Company, shall be eighty
percent (80%) to SPRC and twenty percent (20%) to lssuer subject to adjustment based an
mutual agreement of the Parties. The actual designation of the parking slots shall be
determined upon completion of the final plans and shall be incorporated in a supplemental
agreernent ta be executed by the Parties.

The Company leased a portion of its land to an affiliate, Edss Shangri-La Hotel and Resort,
Inc., wheare the latter's Edsa Shangri-La Hatel is located. The lease is for a peried of
twenty five [25) years commencing on 28 supust 1992, renewable for anather twenty
five vears at the aption of the lessee. Rental income is computed on a fixed percentage
of the Hotel’s room, Teod and beverage, dry goods and other service payments.

On 1 lanuary 2001, the Campany entered into a cost sharing agreement with SLPC and
other related companies for the services rendered by the officers of the Campany to its
refated companies. Other transactions with related companies substantially consist of
reimbursement of expenses paid for by the Company in behalf of its affiliates and vice-
WETSE.

Shang Property Management Carporation entered into a Memorandum of Agreement
with KS& Realty Corporation, pursuant to which the former shall assist the latter in
managing and administering the leasing operations of The Enterprise Center.

Shang Property Management Corporation entered inte a Memerandum of Agreement
with The Enterprise Center Condominium Corporation pursuant to which the former
shall assist the latter in managing and administering the condominium development
known as The Enterprise Center, specifically with respect to the common areas thereof.

The Company is cognizant of the good governance and best practices pitfalls of related party
transactions. It is for this reasen that such transactions are entered into with due care and
thorough deliberation, and within the limitations provided by relevant laws and regulations.
The Company also ensures that such transactions are fair 1o the Company and are at arm’s
length. Such transactions are fully disclosed to the Beoard and subjected to vigorous scorutiny
by the directors, and must be zpproved by 8 majority vote of the Board of Directors.



With respect to the directors, the Company's policy as set out in its Manual of Corporate
Governance is that 2 director should not use his position to profit or gain some benefit or
advantage for himself and/or his related interests. He should avoid situations that may
compromise his impartiality. If an actual or potential conflict of interest may arise on the
part of a director, he should fully and immediately disclose it and should not participate in
the decision-rmaking process. & director who has a continuing material conflict of interest
should seriously consider resigning from his paosition. A conflict of interest shall be
cansidered material if the director’s personal or business interest is antagonistic to that of
the corporation, or stands to acguire or gain financial advantage at the expense of the
carporation.

With respect to Officers/Directors (including spouses/children/siblings/parents)

The Company, as a general rule, discourages transactions with Officers and Directors and
their spouses/children/siblings/ parents. Where such 2 transaction arises, the Company
takes deliberate care in ensuring that the same fosters ne conflict of interest, and is not
prejudicial to the Company. Material transactions of such nature are duly disclased to the
Board for the latter’s scrutiny and approval. Disclosure obligations reguired by law and
relevant regulation are also duly complied with by the Company.

With respect to interlocking directors
Transactions with entities with interlocking directors with the Company are treated in the

same manner as the Company views related party transactions. Requirerments set forth by
law and regulation in cases invelving interlacking directors are also duly observed.

RIGHTS OF 3TOCKHOLDERS
1) Right ta Participate Effectively in Annual/Special Stockholders’ Meetings
fa) Quorum

The Company's By-Laws provides thus: “Unless Philippine law shall reguire a higher majority
vote, the affirmative vote of shareholders of the Cerporation owning or representing at
least a majority of the entire subscribed capital stock entitled to vote shall be necessary to
constitute a quoram and the majority vote of those present in a2 meeting constituting a
quorum shall be necessary for any corporate act by the shareholders of the Corporation.”

B} System Used to Approve Corporate Acts

The Company's By-Laws provides for the manner of wvoting in the annual/special
stockhaolders meetings, thus: “At all meetings of stockhelders, a stockhalder may vote in
persan or by proxy executed in writing by the stockhalder ar his duly authorized attorney-
in-fact. Unless otherwise provided in the proxy, it shall be valid only for the meeting at
which it has been presented to the Secretary. All proxies must be in the hands of the
Secretary not later than ten (10} days before the time set for the meeting. Such proxies filed
with the Secretary may be revoked by the stockholders either in an instrument in writing
duly presented and recorded with the Secretary at least 3 days prior to a scheduled mesting
or by their personal presence at the meeting. The decision of the Secretary on the validity of
proxies shall be final and hinding until set aside by a court of competent jurisdiction,
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fc] Stockholders Rights / Dividends

There are no stockholders’ rights provided in the By-Laws of the Company which differs from
the rights vested by the Corporation Code,

The following cash dividends were declared by the Company in 2012 and 2013, Apart fram
the restrictions imposed by statutes and regulations, there are none internal to Company
which hamper or may hamper any declaration of dividends by the lssuer, and for as long as
said declarations can be supported by the Company’s financial position. The Company has
not declared any stock dividends.

The following cash dividends were declared by the Company in 2012 and 2013:

It

013

{a) During the regular meeting of the Issuer's Board held on 27 February 2013, the Board
approved the declaration of P.OG0 per share cash dividend to all shareholders of record
as of 15 March 2013, to be taken from the unrestricted retained earnings as reflectad in
the audited financial statements of the Issuer as of 31 December 2012, to be paid on or
before 25 March 2013,

2012

{a) During the regular meeting of the lssuer's Board held on 17 February 2012, the Board
appraved the declaration of P0.042 per share cash dividend to all shareholders of record
as of 05 march 2012, to be taken frem the unrestricted retained earnings as reflected in
the audited financial statements of the Issuer as of 31 December 2011, to be paid on or
before 16 March 2012,

(o) During the regular meeting of the lssuer's Board held on 30 August 2012, the Board
approved the declaration of POLDA0O per share cash dividend to all shareholders of recard
as of 17 September 2012, to be taken from the unrestricted retained earnings as
reflacted in the audited fingncial statements of the Issuer as of 30 June 2012, to be paid
on or before 30 September 2012,

{d) Stockholder’s Participation

The Board and the Company recognize that a key part of governance is its open and effective
engagement with its shareholders and stakeholders, so that measures are in place to assure
open channels of communications.  Thus, shareholders can raise comments on the
performance and future directions of the Company during the annual stockholders
meetings; annual results are distributed to the stockholders and disciosed to the public; the
Compeny’s website features wvarious information about the Company and its operations,
directions, disclosures, and financial strength, as well as encourages feedback from
sharshalders and the public alike.

The Board and the Company ensure that the rights of stockhaolders as provided by law and
reguiation are respected. This respect for the Company’s shareholders is further enshrined
in Article & (&) and (B} of the Company’s Manual of Carporate Governance, to wit:

l'.l‘.:".]

The Board zhall respect the rights of the stackholders as provided for in the
Corporation Code, namely:

[i} Right to vote on all matters that require their consent or approval;



10,

(i) Fre-amptive right to all stock issyances of the corporation;
[iii) Right to inspect corporate books and records;

[iw] Right to information;

] Right to dividends; and

i) Appraisal right,

E] The Board should ke transparent and fair in the conduct of the annual and special
stockholders’ meetings of the corporation. The stockholders should be encouraged
to personally attend such meetings. If they cannot attend, they should be apprised
ahead of time of their right to appeint a proxy. Subject to the reguirements of the
bylaws, the exercise of that right shall not be unduly restricted and any doubt about
the validity of a proxy should 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 Board should take the appropriate steps to remove excessive or unnecessary
costs and other administrative impediments to the stockholders’ meaningful
participation in meetings, whether in person or by proxy. Accurate and timely
information should be made availzgble to the stockholders to enable them to make a
sound judpment on all matters brought to their attention for consideration or
approval.

although all stockholders should be treated egually or without discrimination, the
Board should give minority stockholders the right to propose the holding of
meetings and the items for discussion in the agenda that relate directly to the
business of the corporation.”

The Company policy of asking sharehalders to actively participate in corporate decisions
regarding amendments to the Company's constitution (Articles of Incorporation and By-Laws),
issuance of additionzl shares, and transfer of all or substantially all assets, which in effect results
in the sale of the company, are governed by the provisions of the Corporation Code of the
Philippines and by implementing rules, regulations, circulars, promulgated by regulatory
authorities, The Company has not adopted not will it adapt any contrary policy.

Does the company aobserve 2 minimum of 21 business days for giving out of notices to the AGM
where items to be resolved by shareholders are taken up?

Cate of sending out notices: 04 June 2012

Date of the last  Annual/Special Stockholders’ Meeting: 19 June 2012

The Campany's By-Law provisions provides that notices for regular and spacial meetings of the
stockhaolders shall be sent at l2ast 15 days prior to the date of the meeting.

State, if any, questions end answers during the Annual/Special Stockhelders” Meeting.

There were no significant quastions asked during the AGRM,
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11. Result of Annual/Special 5tockholders’ Meeting's Resolutions

All resolutions put forth were unanimously approved by 87.01% of the votes present during the
meeting. These resclutions included the approval of the minutes of the previous annual general
meeting, approval of the management's report of operations for the previous year, appointment
of the firm of Sycip Gorres Velayo & Co. as the Registrant’s External Auditors, approval and
ratification of the Company's Audited Financizl Statements as of 31 December 2011.

The results of the votes taken an all the resalution during the last AGM of the Company is
immediately made known to the shareholders present, and within five (5} days from the date of
the AGM, the approwval of all resolutions during the AGM is duly disclosed to the SEC and the PSE
through the 17-C unstructured reports.

fe} Maodifications

The Company has not made meoedifications to the Annual/Special Stockhalders’ Meecting
regulations during the mast recent vear,

{f) Stockholders” Attendance

i The company did not hold any Special Stockhelders” meeting during the last
fiscal year. Details of Attendance in the most recent  Annual Stockholders’
Meating held last 19 June 2012 are as follows:

Names of Board Members/Officers Present:

Alfredo C. Ramos
slexandra Ramos-Padilla
Cynthia R. Del Castilla
Johnny Q. Cobankiat
Benjamin |, Ramos
Wilfred Woo

Danila Regina |. Fojas
Kin Sun Andrew Ng
Vicente P. Formoso
Federico G. Moel, Ir.

Dote of Meeting: 19 June 2012

Vating Procedure:
The voting on each matter put forth for shareholders approval during the AGM was
carried out by the show of hands, where the approvals were unanimous.

Howewver, in the event that there is an abjection by any stockholder to any of the
resolutions put forth for approval, the Company shall adopt the following
procedure;

A wvoting by ballot will take place, and the Shareholders present will be requested to

appoint the Corporate Secretary of the Company and the representative of the
Company's External Auditor to supervise the voting, receive and tabulate the votes,
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determine and certify the results of the voting, and do everything else necassary to
ensure a fair and honest voting process.

Tatal Percentage of Stockholders in Attendance during the last AGNM: 87.01%

it. As described above, where the vote of the stockholders on any matter submitted
to a vote during the AGM is not unanimous and there is an objection, voting by
baliots is carried out, and the Stockholders shall appoint the representative of
the Company’'s External Auditor to supervise the elections, and to certify the
results, together with the Company's Corporate Secretary.

ili. The Company only has commaoan shares, All shares have identical voting rights,
Every stockholder entitied to vote shall have the right to vote in person or by
proxy the number of shares of stock as of record date. Every stockholder may
vote such number of shares for as many persons as there are directors ta be
elected or he may curmulate his votes and give one candidate/nominee 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 amaong as
many candidates as he shall see fit provided that the total number of votes cast
by hirm shall not exceed the number of shares owned multiplied by the whale
number of directors to be elected.

Evary stockhaolder may volte such number of shares for as many persons as there are
directors to be elected or he may cumulate his wotes and give one
candidate/mominee as many votes as the number of directors to he 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 wvotes cast by him shall not exceed the number of shares owned
multiplied by the whole number of directors to be elected.

There are no stated conditians precedent ta the exercise of cumulative vating rights.
fa) Proxy Voting Policies of the Company

Pursuant to Article |, Section 7 of the Company’s By-laws, at all meetings of stockholders, a
stockholder may vote in person or by proxy executed in writing by the stockhelder or his
duly authorized attorney-in-fact, Unless atherwise provided in the proxy, it shall be valid
only for the meeting at which it has been presented to the Secretary. All proxies must be in
the hands of the Secretary not later than 10 days befare the time set for the meeting. Such
proxies filed with the Secretary may be revoked by the stockholders either in an instrument
in writing duly presented and recorded with the Secretary at least 3 days prior to a
scheduled meeting or by their personal appearance at the meeting. The decision of the
Secretary on the validity of the proxies shall be final and binding until set aside by a court of
competent jurisdiction.

) Sending af Notices
Pursuant to Article I, Section 4of the Company's By-laws, notices for regular for regular or
special meetings of stockholders may be sent by the Secretary by persanal delivery ar by

mailing the notice at least 15 business days prior to the date of the meeting to each
stockholder of record et his last known post office address or by publishing the notice in a

ol



news paper of national circulation. The notice shall state the place, date and hour of the
rmeeting, and the purpose ar purpases far which the meeting is called. In case of special
meetings, only matters stated in the notice can be the subject of motions or deliberations at
such meeting. A shareholder may waive the reguirements of this paragraph, but only when
such waiver is expressed in writing,

When the meeting of stockholders is adjourned to another time or place it shall not be
necessary 1o give any notice of the adjourned rmeeting if the time and place to which the
meeting is adjourned are announced at the meeting at which the adjournment is taken. At
the reconvened meeting, any business may be transacted that might have been transacted
on the original date of the meeting.

{i} Definftive Information Statements and Management Report

Bath hard copies and CD copies of the
Definitive  Information Statement s
Y distributed  fsent by courier to all
| shareholders of the Company [for the 2012
E AGM, there were 5,849 stockholders of
record].

Distribution was made not later than 28
MWay 2012 for the last AGRM. [Date of AGM
was 19 June 2012, Thus, distribution was
made at least 15 business days before the
date of the AGM as required by the Sec
regulations)

| Distribution was made not later than 28
May 2012 for the last AGM, {Date of AGM
was 19 June 2012. Thus, distribution was
made at least 15 business days before the
date of the AGM as required by the Sec
regulatians}

Bath hard copies and CO copies of the
Definitive  Information  Statement  were
distributed / sent to the stockholders.

Both hard copies and CD copies of the
Definitive  Information  Statement  were
distributed f sent to the stockholders.

{1} Does the Notice of Annual/Special Stockholders’ Mecting include the following:

| Every resolution SLIEII'I"IJt?I‘IE'ﬁ far sharetﬁﬁe?s_
Each resolution to be taken up deals with | approval is  taken up separately. The '5
only one itern, Company does not practice the bundling of :
resolutions.

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

G2



2)

r.fif_:’p cinted.

| Aan explanation of the dividend policy, if any

The auditors to be appoiﬁ't;i_" or re- | S

No dividend was declared for the last AGM,
thus there was no indication of the dividend

[ dividend is to be declared.
i y policy in the Motice.

The amount payable for final dividends, n/a

| The Notice expressly states that proxies
| must be field and received by the Office of
the Corporate Secretary of the Campany
before the date set far the AGN.

Dacuments required for proxy vote.

On the matter of the nominated directors, the profiles are submitted to the Nomination
Cammittee for evaluation.

Treatment of Minarity Stockholders
[a) State the cornpany’s palicies with respect to the treatment of minarity stockhalders,

The Company is mindful of the rights of both the majority and minority shareholders, and
treats both equally and fairly. It ensures that there are no impediments to the exercise by
bath the majority and minarity shareholders of their rights, and that both have access to
channels and wenues for redress instituted by the Company for the airing of their
complaints, concerns, and/or grievances. . In the case of minority shareholders, in Article &
of the Company’'s Manual of Carporate Governance, minority shareholders have the right to
propose the holding of meetings and the items for discussion in the agenda that relate
directly to the business of the Company.

(b} Do minarity stockholders have a right to nominate candidates for board of directors?

Yes, minority shareholders have a right to nominate candidates for the Company’s Board of
Directars. There is no impediment to the exercise of such right by any minority shareholder
of the Company, In fact, the Company publishes each year, at least 30 day before the date
of the AGM, in a newspaper of general circulation, a Motice, calling on all shareholders ta
submit the nominations for the regular and independent members of the Company’s Board
of Directors to the Corporate Secretary. The Corparate Secretary shall be responsible for
forwarding all nominations received to the Company’s MNomination Committee for
evaluation.

INVESTORS RELATIONS PROGRAN

The Board and the Company recognize that a key part of gavernance is its open and effective
engagement with its shareholdars and stakeholders, so that measuregs are in place to assure
apen channels of communications.  Thus, shareholders can raise comments on the
performance and future directions of the Company during the annual stockholders
mestings: annual results are distributed to the stockholders and disclosed to the public; the
Company’s website features various information and announcements about the Company
and its operations, directions, disclosures, and financial strength, as well as encourages
feedback from shareholders and the public alike, For significant announcements of the
Company, after proper disclosures would have been made to the regulators (SEC and PSE),
oriefings or press releases are distributed to the media in order to reach a wider audience.
significant announcernents of the Company are passé dupon the Executive Committee and
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3)

by the Board of Directors. Internally, the Company ensures that the relevant responsibility
centers in respect of investor relations are abreast of their respective mandates.

1) Describe the company’s investor relation: program including its communications
strategy to promote effective communication with its stockholders, other stakeholders
and the public in general. Discloze the contact details [e.g. telephone, fax and email) of
the afficer respansible for investor relations.

Details.

{1} Dhjectives

The Companys ohjective in instituting the wvarious channels of
communications  to  encourage  interaction  with its  wvarious
stakeholders and the public in general, is to keep said stakeholders
abreast of The company’s business direction  and  wvarious
developments. Other cbjectives in apening communications are o
promote transparency, encourage feedback from stakeholders and
productive interaction between the Company and its stakeholders,
institute accessible venoes to air stakeholder complaints or concerns,
among other,

Imvestors relations zre handled by the office of the Compzny
Secretary and/Sor the Company's Marketing Division,

Contact details zre as follows:

The Corporate Secreiary /Marketing Departrnent
| Tel: (02) 370-2700

| Faw: (02) 370-2693

Email; bobong.noel@shangproperties.com

[2) Principles

The Company’s zuiding principle  is the continued  effective
engagement by the Company with its varicus stakeholders s one of
the pillars of good governance to which the Company undertakes all
effarts to observe.

(3) Maodes of Communications

Modes and channels of communications with the Company may be
through {i] the company website which feastures a feesdback
mechanism (email to the Company); (i} the AGKWM proper whers
stackholders  zre encouraged 1o engage the directors and
management officers directly in discussion on matters relating to the
Carmpany; (i) public announcements through the various media; {iv]
prompl disclosures made 1o the regulatnr'-,- autharities {SEC and PSE).

(4] Investors Relations Officer

Atty. Federico G. Noel, Ir. / Ms. Milen Treichler

The Campany has not undertaken during the last fiscal year, any acquisition of corporate
control in the capital markets, and extraordinary transactions such as mergers, nor any sale
of substantial portions of its corporate assets.

CORPORATE S0OCIAL RESPONSIBILITY INITIATIVES

The Company does not have a regular C5R beneficiary. Howewver, the Company harnesses its
resources to donate to victims of major calamities. Some recent examples are donations {of
food, water, and necassities) made to victims of typhoons Sending, Milenyo, Pabilo,
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M. BOARD, DIRECTOR, COMMITTEE AMD CEQ APPRAISAL

The Company's President, senior officers, and employees are subjectad to a yearly
performance evaluation through the Company’s Performance Evaluation Development
Systern (PEDS). With the PEDS, specific objective are set (e, output/deliverables to be
accamplizhed are determined; the standards to measure the attainment of end results is
established; specific actions to accomplish the end results are identified. He is rated by the
Board of Directors on the basis of each of the specific functions and responsibilities of his
office as indicated in a formal evaluation form). The CEQ's/Fresident’s performance for the
year is then appraised and assessed against these performance measures and targets.

{c) INTERNAL BREACHES AND SANCTIONS

Breaches of corporate governance policies, many of which hew closely to the Company’s
Code of Business Ethics shall be subjected to the proper investigation and appropriate
corrective action. The severity of the corrective action shall depend on the nature of the
breach,

Pursuant to the requirement of the Securities and Exchange Commission, this Annual
Corporate Governance Report is signed on behalf of the registrant by the undersigned,
thereunto duly authorized, in the City of Mandaluyong on 29 MAY 2013,

SIGNATURES
_ EDWARD KUOK KHOON LOONG {Signature pver Printed Name)
Chairman of the Board Chief Executive Officer
ALFREEE C. RAMOS JOHNNY O. COBANKIAT
Independent Director Independent Director
FEDERICO G. NOEL, IR.
Compliance Officer
SUBSCRIBED AMD SWORN to before me this day of May 2013 affiant(s) exhibiting to me
their passport, az follows:
MAME/ND, Passport Mo. DATE/FLACE OF ISS5UE
Edward Kuok Khoon Loong 20506956 08.17.2011/Hong Kang
Alfredo C. Ramaos EE487 1488 03.05.2012/Manila
lohnmy 0. Cobankiat
Federico G. Moel, Ir. EB7578429 03.07.2013/mManila
Doc. Mo.
Page Ma. NOTARY PLBLIC
Book Mo,

Series of 2013



