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August 30, 2002

Securities and Exchange Commission
EDSA, Greenhills, Mandaluyong City
Metro Manila

Attention: Atty. Justina F. Callangan
Director, Corporate Finance Department

Dear Sirs:
Re: MANUAL ON CORPORATE GOVERNANCE

Pursuant to Securities and Exchange Commission (“SEC) Mcmqﬁndum Circular No. 2, Series of 2002,
entitled “Code of Corporate Governance” (“Code™), Jardine Davies Inc. (*JDI™) herewith submits its
Manual on Corporate Governance. |

IDI patterned its Manual of Corporate Governance on the SEC’s Sample Corporate Governance Manual.
JDI, however, did not adopt certain items of the SEC’s Sample Manual as follows:

Creation of Compensation or Remuneration Committee
Creation of Nomination Committee

Creation of Internal Auditor

Creation of a Performance Evaluation

Penalties for Non-compliance with the Manual

o 00 o

*

The adoption of said provisions are merely discretionary to the CQ.IITIPEII'I)/ under the Code. Moreover,
these are adequately addressed by existing functions, present systems and structures, which provide
appropriate checks and balances consistent with the principles provided by the Model Manual.

We trust that we have adequately complied with the SEC Memorandum Circular No. 2, Series of 2002.
Very truly yours,
JARDINE DAVIES INC.
By:
/&Wz/«i,_
BI YONG S. CHUNGUNCO

Corporate Secretary

Enclosures

Amemberof the Jardine Matheson Group
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The Board of Directors and Management of Jardine Davies Inc. hereby commit
themselves to the principles and best practices contained in this Manual, for the
altainment of the Corporation's goals and objectives.

. OBJECTIVE

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

The Board of Directors and Management believe that corporate gavernance is a
necessary component of sound strategic business management and will
therefore undertake every effort necessary to create awareness within the

arganization,

ll. COMPLIANCE SYSTEM, DIRECTORS AND CERTAIN OFFICERS

1. Compliance Officer

1.1, Toinsure adherence to corporate principles and best pr'actir:es, the
Board of Directors shall designate a Compliance Officer, He shall
have direct reporting responsibilities to the Board.

1.2.  He shall perform the following duties:

e}

o

Monitor compliance with the provisions and requirements of this
Manual:

Appear before the Securities and Exchange Commissicn upon
summaon on similar matters that need to be clarified:

Determine violation/s of this Manual and recommend pessible

penalty for violation thereof for further review and approval of the
Board;

lssue a certification every January 30" of the year on the extent
of the Corporation's compliance with this Manual for the

completed year, explaining the reason/s for its deviation/s if any;
and

Identify, menitor and control compliance risks.

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

/
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2. The Board of Directors

2.1,

&2

.

2.4,

2.5

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

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

General Responsibility

A director's office is one of trust and confidence. He shall act ina
manner characterized by transparency, accountability and fairness

Duties and Functions of the Board

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

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

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

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

o Formulate a clear policy on communicating or relating  with

shareholders and other persons holding securities of the
Corporation through an effective investor rélations program;

o Adopt a system of internal checks and balances;

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

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

o Keep Board authority within the powers of the Corporation as
prescribed in the Articles of Incorporation, By-Laws and in
existing laws, rules and regulations.

Specific Duties and Responsibilities of Each Director

A director shall have the following duties and responsibilities:

o
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2.6.

Sif s

L8]

Act with fairmess in all its dealings with the Corperation and
ensure that his own personal interests do not affect his decisions
in the board level:

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

Act judiciously and exercise independent judgement:

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

Observe confidentialily except in matiers already disclosed
publicly: and

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

Qualifications of a Director

Each Director of the Corporation must possess all the following

qualifications:

o A holder of at least ane (1) share of stock of the Corporation:
o Atleast a college graduate:

a  Atleast twenty one (21) years of age:

o Possessing proven integrity and probity: and

o Of good moral character,

Disqualification of a Director

A

ny of the following shall be a ground for disqualification of a

Director of the Corporation:

0

-

Conviction by final judgment of a crime involving moral
turptitude or fraudulent act or transgressions;

Conviction by final judgment of an offense punishable by
imprisonment for a period exceeding six (B) years, or a
violation of the Corporation Code, committed within five (5)
years prior o the date of his election or appointment

Wilfully violating, or aiding, abetteng, counseling, inducing or
procuring the violation of any provision of the Securities

o
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Reguiation Code, the Corperaticn Code, or any cther iaw
administered by the Securities and Exchange Commission
("SEC") or Bangko Sentral ng Pilipinas ("BSP"), or any rule,
regulation er order of the SEC or RSP as finally found by the
SEC or any government agenzy having jurisdiction

Insglvency rEL:E'i'u"ErEhi', ar -assignment . of assets for [he
J d
beneflit of C:'-EEJI*-.DFS,

o Found guilty by a foreign court or equivalent financial
reguiatory authority of acts, violations or misconduct similar to
any of the acts, viclations or misconduct listed in the foregaing
paragraphs, and

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

2.8, Temporary Disqualification of a Director

Any of the following shall be 2 ground for the temporary
disqualification of a director

1
il

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

Absence or non-participation for whatever reason’s for more
than fifty percent (50%) of all meetings, both regular. and
special, of the Board of Directors during his incumbency. This

disqualification applies for purposes. of the succeeding
eleciion,

Dismissaltermination from directorship in another listed
corporation for cause, This disqualification shall be in effect

until he has cleared himself of any invelvement in the alleged
irregularity:

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

Conviction at first instance of any crime constituting as ground
for the disgualification of a director, and during the pendency of
an appeal.

3. The Chief Executive Officer and Executive Directors

The Chief Executive Officer and executive directors of the Corporation shall
submit themselves to a low limit in the number of directorships and
officerships held. In any case, the capacity of directors to serve with
diligence shall not be compromised

/ ,
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4. Independent Directors

Independent. non-executive directors who serve as full-time executives in
other corporations shall submit themselves to 3 low limit in the number of
directorships and officerships held. In any case, the capacity of directors to
serve with diligence shall not be compromised,

5. The Corporate Secretary

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

81 Qualifications of the Corporate Secrefary
o A Filipino citizen:
o With adequate administrative and interpersonal skills: and

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

5.2 Duties and Responsibilities of the Corporate Secretary

The Corporate Secretary shall have the following duties and
responsibilities:

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

o Prepare the agenda and send out notices for all shareholders’
and Board mestings, whether regular ar special, within the
period and in accordance with the requirements of the By-laws
of the Corporation,

o Whenever required, assist the Board in making business
judgment in good faith and in the performance of jts
responsibilities and obligations.

@ Attend all Board meetings and maintain record of the same.

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

. BOARD COMMITTEES

To aid in complying with the principles of good corporate governance, the Board
shall constitute an Audit Cormmittee, which shall report directly to the Board:

S
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1. Composition

The Audit Committee shall be composed of at least three (3) members of
the Board, cne (1) of whom shall be an Independent Directar wha shall act
as the Chairman. Each member should have an adequate understanding of
the Corporation’s financia! management systems and envirenment.

2. Duties and Responsibilities
The Audit Committee hall have the following duties and responsibilities:

o Check all financial reports for compliance with internal financial

management requirements, general accounting standards, and
regulatory requirements,

a Perform oversight financial management functions specifically in the
areas of managing credit, market, liquidity, operational, legal and other
risks of the Corporation, and crisis management;

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

o Perform direct interface functions with the internal and external auditors:

o Develop a transparent financial management system that will ensure
the integrity of internal control activities throughout the Corporation

through a step-by-step procedures and policies handbook that will be
used by the entire organization: and

o Elevate to intermaticnal standards the accounting and . auditing
processes, practices and methodologies, and develop the following in
refation to this reform:

a, A definitive timetable within which the accounting system of the
Corperation will be 100% International Accounting Standard (IAS)
compliant,

b.  An accountability statement that will specifically identify officers
and personnel directly responsible for the accomplishment of such
task.

IV. EXTERNAL AUDITOR

1. An external auditor shall maintain an environment of good corporate
governance in the preparation of financial records and reports cof the
Corporation and shall be appointed by the shareholders at each
Annual Meeting of the Corporation upon the recommendation of the
Audit Committee.
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The external auditor shall not at the same time serve as an internal
auditer of the Corporation. The Corporation shall ensure that other
non-audit work shall not be in conflict with the functions of the external
auditar

The Corporation’s external auditor, or the handling partner in case the
external auditor is an auditing firm, shall be ratated or changed every
five (5) years or oftener

If an external auditor believes that the statements made in the
Corporation's annual report, information statement or proxy statement
filed during his engagement is incorrect or incomplete, he shall
present his views in said reports.

In case of resignation, dismissal ar cessation from service of the
Corporation’s external auditer, the same shall be reported in the
Corporation's annual and current reports, including the effectivity date
thereof. The report shall include a discussion of any disagreement
with said former external auditor on any matter of accounting
principles or practices. financial statement disclosure or auditing
sCope or procedure,

V. SHAREHOLDERS' RIGHTS

The Corporation recognizes that the most cogent proof of good corporate
governance is that which is visible to the eyes of its investors, Therefore the
following provisions are issued for the guidance of all parties concerned, as
governance covenant between the Corporation and all its sharehalders:

j

Vating Right

15

1.2

4.3

Pre-emptive Rights

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

Cumulative voting shall be used in the election of directors.

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

All shareholders shall have pre-emptive rights to acquire new shares from
the capital stock of the Corporation, unless the same is denied in the
Articles of Incorporation or an amendment thereto. The Articles of
Incorporation provides far the specific rights and powers of shareholders
with respect to the shares they hold, all of which shall be protected by law

so long as they shall not be in conflict with the Corporation Code.

/
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3.

Power of Inspection

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

Right to Infoermation

4.1,  Shareholdars shall be entitled, upon request, to receive copies of all
reports submitted or required to be submitted 1o the SEC ancd
Fhilippine Stock Exchange ("PSE"), and such other information they
may requas! in connecticn with their shareholdings or the operations
and financial results of the Corparations:

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

Right to Dividends

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

3.2.  The Corporation shall declare dividends when its retained earnings
are in excess of 100% of its paid-in capital stock, except: a)  when
justified by definite corporate expansion projects or programs
approved by the Board or b) when the Corporation is prohibited
under any loan agreement with any financial institution or creditor,
whether local or foreign, from declaring dividends without its
consent, and such consent has not been secured, or c) when it can
be clearly shown that such retention is necessary under special
circumstances obtaining in the Corporation, such as when there is a
need for special reserve for probable contingencies.

Appraisal Right

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

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



Jardine Davies Inc.
Manual on Corporate - _vemance

Page 9 of 10
In case of sale, lease exchange, transfer, mortgage, pledge or other
disposition of all or substantially all of the corporate property and assets
as provided in the Corparation Code and
In case of merger or consolidation of tha Corporation with anather
corporation,
7. Directors’ Duties in Protection of Shareholders’ Rights

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

VI. REPORTS AND DISCLOSURES

1.

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

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

All disclosures of material information. as well as regular and periodic
reports required of the Corporation, shall be submitted and filed in such
form and in accordance with the manner and procedure set out in the
regulations of the PSE and SEC.

VIL. INSPECTION AND DISSEMINATION OF INFORMATION

%

Inspection by Shareholders

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

Dissemination of Information

2.1. All directors, executives, division and department heads are tasked to
ensure the thorough dissemination of this Manual to all employees
and to enjoin compliance in the pm-::ess./
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2.2,

aoh

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

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

VIIl, APPROVAL AND EFFECTIVITY

This Manual was approved this 30th day of August 2002 and shall take effect on
the 1¥ day of January 2003.

IX. REVIEW AND AMENDMENTS

This Manual shall be subject to annual review by the Board of Directors, All
amendments, to be effective, shall be approved by the majority vote of the

Board.

P s B

Bl YONG CHUNGUNCO

Director

pe % Vﬂ%/

MARISE V. MARQUEZ
Assistant Corporate Secretary

‘F.- 32



REPUBLIC OF THE PHILIPPINES )
CITY OF MAKATL METRO MANILA [

SECRETARY'S CERTIFICATE
BI YONG S. CHUNGUNCO, being first duly sworn, deposes and states

Ihat she is the Corporate Secretary of JARDINE DAVIES INC.. a corporation duly
organized and existing under and by virtue of the laws of the Philippines and domiciled in the
City of Makati, Metro Manila, and as such Corporate Secretary, she has custody and charge of
the corporate records of said corporation;

That al the Special Meeting of the Board of Directors of the Company duly called and
lield on the 17" day of July 2002, the following resolutions were unanimously adopted. to wit:

"RESOLVED, To approve the passage of the Manual on Anti-Money
Laundering and Code of Corporate Governance for the Company in compliance

with SEC Cirenlar Nos. | and 2, respectively. Series of 2002.

RESOLVED, FURTHER, That any two of the following olTicers of the

Company:
Mr. Aloysius B. Colayeo - Chairman of the Board and President
Ms. Bi Yong S. Chungunco - Senior Vice President and
Corporate Secretary
Ms. Marise V., Marquez - Assistant Corporale Secretary

be authorized, as each is hereby, authorized to sign and deliver for and in behalf
of the Company the said Manual on Anti-Money Laundering and Code of
Corporate Governance,”

That the foregoing resolutions have not been modified or repealed and that the same are
still in full force and effect,

IN WITNESS WHEREOF she has hereunto affixed her signature at the City of Makati.
Metro Manila, this /. . . 20 2002,

ot
/ MH-
YONGS. C ”UNG[ INCO

Corporate Secretary

SUBSCRIBED AND SWORN to before me this (Tai s 20 2002, affiant
exhibited to me her Comnunity Tax Certificate No. 11936396 issued at Makati City on February
28, 2002,

/ﬁ%ﬁf Lf /.-}Efvﬂf
FS,UC' No. ﬂ .1 HAR!SE Vol !‘.C'.(Mﬂ}
Page Na, _T NOTARY FPUBLIGC
I_?ugk ch. i UNTIL DECEMBER 31, 2002
Series of 2002, PTR NO. 6817045
02-12-02 MAKATI CITY
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