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A. BOARD MATTERS

1) Board of Directors

| Number of Directors per Articles of Incorporation

| Eleven (11)

|| Actual number of Directors for the year

|| Eleven (11)

(@ Composition of the Board

Complete the table with information on the Board of Directors:

Director’s Type [Executive If Nominator in Date Date last Elected No. of
Name (ED), Non- nominee, the last first elected (if when years
Executive (NED) @ identify the  election (if ID, elected ID, state (Annual served
or Independent principal state the the /Special as
Director (ID)] relationship number of | Meeting) director
with the years
nominator) served as
D)
CVIGVF Premier
William Y. D (Lux) Network Int’| Feb. 4, Feb. 7, Annual 3 years
Chua Master Ltd. v 2014 2017 Meeting
S.A.R.L.
CVIGVF Premier
Eduardo V. ED (Lux) Network Int’l. Feb. 4, Feb. 7, Annual 3 years
Concepcion Master Ltd. 2014 2017 Meeting
S.A.R.L.
CVI GVF
Brian Keith D (Lux) CVI GVF (Lux) Feb. 7, Feb. 7, Annual 4 years
F. Hosaka Master Master S.A.R.L. 2012 2017 Meeting
S.A.R.L.
Peter Y. LT Group Feb. 2, Feb. 7, Annual 9
Ong ID Inc. LT Group Inc. 2010 2017 Meeting months
CVI GVF .
T:(;Ean:nZ. ED (Lux) Netljl\:i:?("ler:t’l. Feb. 5, Feb. 7, Annual 4 years
Po Master Ltd. ! 2013 2017 Meeting
S.A.R.L. !
Michael G. LT Grou Feb. 25, Feb. 7, Annual
Tan ID Inc. i LT Group Inc. 2011 2017 Meeting | ©Vears
Lucio K. LT Grou June 6, Feb. 7, Board
Tan, Jr. ID Inc. P LT Groupinc. 5014 2017 Meeting | °Vears
. April
Wilson T. Abelardo E. Feb. 7, Annual
Young ID Bugay 30, 2017 Meeting 13 years
2004
Narra .
Alvin C. Yu ID Capital l\:::/fstc;ré::l Feb. 4, Feb.7, Annual 3 years
Investment 2014 2017 Meeting
Corp.
Corp.
Narra Narra Capital
Martin C. D Capital Investment Feb. 4, Feb. 7, Annual 3 years
Yu Investment 2014 2017 Meeting
Corp.
Corp.
. LT Grou Feb. 7, Feb. 7, Annual
Victor T. Yu ID Inc. P LT Group Inc. 2017 2017 Meeting N/A

VMC Directors as of Feb. 7, 2017 ASM, which was disclosed via SEC FORM 17-C.




(b)

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

(Based on the Revised Manual on Corporate Governance)

“Compliance with the principles of good corporate governance starts with the Board of Directors. It is Board’s
responsibility to foster the long-term success of the Corporation and secure its sustained competitiveness in a manner
consistent with its fiduciary responsibility, which it shall exercise in the best interest of the Corporation, its
shareholders and other stakeholders.

The corporation recognizes that the most cogent proof of good corporate governance is that which is visible to the
eyes of its investors. Rights of Investors and minority interests include: 1) Voting; 2) Pre-emptive; 3) Power of
Inspection; 4) Right to Information; 5) Right to Dividends; and 6) Appraisal Right.”

Specific Duties and Responsibilities of Board of Director:

(Based on the Revised Manual on Corporate Governance)

1.  He shall act in a manner characterized by transparency, accountability and fairness.

2. To faithfully observe his duties of loyalty, obedience to the purposes of the corporation, and diligence to ensure that
personal interest does not bias Board decisions;

3. To devote time and attention necessary to properly discharge his duties and responsibilities;

4.  To act judiciously;

5.  To exercise independent judgment;

6. To have 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 Commission, and where applicable, the
requirements of other regulatory agencies;

7. To observe confidentiality; and

8.  To ensure the continuing, soundness, effectiveness and adequacy of the Corporation’s control environment.

() How often does the Board review and approve the vision and mission?

As often as needed.
(d) Directorship in Other Companies
(i) Directorship in the Company’s Group®
Identify, as and if applicable, the members of the company’s Board of Directors who hold the office of director in
other companies within its Group:
Type of Directorship (Executive, Non-
) Corporate Name of the ype ot P o
Director’s Name Group Compan Executive, Independent). Indicate if
P pany director is also the Chairman.
Terence D. Son Keng Po VMC Subsidiaries - VFC, VGCCI & CDC Executive Director
(ii) Directorship in Other Listed Companies
Identify, as and if applicable, the members of the company’s Board of Directors who are also directors of publicly-
listed companies outside of its Group:
Director’s Name Name of Listed Company Type of Directorship (Executive, Non-
Executive, Independent). Indicate if
director is also the Chairman.
Wilson T. Young None
William Y. Chua None
Eduardo V. Concepcion None
Peter Y. Ong LT Group, Inc. Non-Executive Director
Lucio K. Tan, Jr. LT Group, Inc.; PAL Holdings; Philippine | Non-Executive Director
National Bank
Brian Keith F. Hosaka None
Terence Son Keng Po None

? The Group is composed of the parent, subsidiaries, associates and joint ventures of the company.



Michael G. Tan LT Group Inc.; PAL Holdings, Inc.; | Executive Director; Non-Executive
Philippine National Bank Director

Alvin C. Yu None

Martin C. Yu None

Victor T. Yu None

(iii) Relationship within the Company and its Group

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

Alvin C. Yu Narra Capital Investment Corp. brother of Mr. Martin C. Yu
Martin C. Yu Narra Capital Investment Corp. brother of Mr. Alvin C. Yu
Michael G. Tan LT Group, Inc. brother of Mr. Lucio K. Tan, Jr.
Lucio K. Tan, Jr. LT Group, Inc. brother of Mr. Michael G. Tan

(iv) Has the company set a limit on the number of board seats in other companies (publicly listed, ordinary and
companies with secondary license) that an individual director or CEO may hold simultaneously? In particular, is the
limit of five board seats in other publicly listed companies imposed and observed? If yes, briefly describe other
guidelines: Yes.

| Executive Director | Shall submit himself to a low | Reasonable number whichinany case, | any case,
indicative limit on membershlp in shall not compromise the
other corporate Boards. capacity of directors to serve the

Company with diligence.
Non-Executive Director Shall submit himself to a low | Reasonable number which in any case,
indicative limit on membership in | shall not compromise the
other corporate Boards. capacity of directors to serve the

Company with diligence.
CEO Shall submit himself to a low indicative | Reasonable number which in any case,
limit on membership in other corporate | shall not compromise the
Boards. capacity of CEO to serve the

Company with diligence.

(e) Shareholding in the Company

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

Number of % of

Name of Director Number of Direct shares Indirect shares / Through (name Capital

of record owner) Stock

William Y. Chua 1,000 89,752,734 3.43%
Eduardo V. Concepcion 1,000 1,000 0.00%
Brian Keith F. Hosaka 1 1,000 0.00%
Peter Y. Ong 1,000 - 0.00%
Terence D. Son Keng Po 87,300 - 0.00%
Michael G. Tan 60 - 0.00%
Lucio K. Tan, Jr. 1,100 - 0.00%
Wilson T. Young 300 - 0.00%
Alvin C. Yu 1 - 0.00%
Martin C. Yu 1 - 0.00%
Victor T. Yu 1,000 - 0.00%

2)  Chairman and CEO

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



3)

4)

(b)

Identify the Chair and CEO:

Chairman of the Board

Mr. Wilson T. Young

Chief Executive Officer

Vacant

Roles, Accountabilities and Deliverables

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

(Based on VMC By-Laws)

Chairman

Chief Executive Officer

The Chairman of the Board
presides over all the sessions of
the Board of Directors and the
regular and special meetings of

Officer, Chief Financial Officer or
Chief Operating Officer of the
Corporation.

The Chief Executive Officer is
elected by the Board of
Directors and shall only have
such  duties, powers and

Role the stockholders. The Chairman | responsibilities as may be
can be elected and serve | defined by the Board of
concurrently as Chief Executive | Directors. The President,

Chairman or Vice Chairman can
be elected as Chief Executive
Officer of the Corporation.

The Chairman of the Board
presides over all the sessions of
the Board of Directors and the
regular and special meetings of

Officer, Chief Financial Officer or
Chief Operating Officer of the
Corporation.

The Chief Executive Officer is
elected by the Board of
Directors and shall only have
such  duties, powers and

Accountabilities the stockholders. The Chairman | responsibilities as may be
can be elected and serve | defined by the Board of
concurrently as Chief Executive | Directors. The President,

Chairman or Vice Chairman can
be elected as Chief Executive
Officer of the Corporation.

The Chairman of the Board
presides over all the sessions of
the Board of Directors and the
regular and special meetings of

Executive Officer, Chief Financial
Officer or Chief Operating
Officer of the Corporation.

The Chief Executive Officer is
elected by the Board of
Directors and shall only have
such  duties, powers and

Deliverables the stockholders. . The | responsibilities as may be
Chairman can be elected and | defined by the Board of
serve concurrently as Chief | Directors. The President,

Chairman or Vice Chairman can
be elected as Chief Executive
Officer of the Corporation.

Explain how the Board of directors plan for the succession of the CEO/Managing Director/President and the top key
management positions?

The By-Laws states that all officers shall have one (1) year term of office and until their successors are duly elected and
qualified.

Other Executive, Non-Executive and Independent Directors
Does the company have a policy of ensuring diversity of experience and background of directors in the board? Please explain.

The current composition of the Board of Directors is dictated by the Corporation’s Approved Rehabilitation Plan (ARP),
classified as secured creditors, creditors with debt conversion, and existing stockholders.

Moreover, the qualification of the members of the Board of Directors are provided for in the company’s Manual on
Corporate Governance.

Does it ensure that at least one non-executive director has an experience in the sector or industry the company belongs to?
Please explain.

The same explanation as above.
Define and clarify the roles, accountabilities and deliverables of the Executive, Non-Executive and Independent Directors:

N.A., all members of the Board have been considered as Independent Directors. They have such explicit roles,
accountabilities and deliverables as provided in the corporation’s By-laws and Revised Manual on Corporate Governance.



Executive

Non-Executive

Independent Director

Role

Accountabilities

Deliverables

Provide the company’s definition of "independence" and describe the company’s compliance to the definition.

Independence is freedom from interference in the direction of one’s own corporate affairs, dealings and judgments. The
Company fully subscribes to and strives to comply with the requirements on independence.

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

N.A., because the corporation’s composition of Board of Directors is based on its Approved Rehabilitation Plan (ARP).

5

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

(a) Resignation/Death/Removal

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

Name

Position

Date of Cessation

Reason

Anna Rosario V. Paner

Managing Director & CEO

October 28, 2016

Appointment to
Government Office

Ray C. Espinosa

Director

May 27, 2016

Resignation

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

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

of election) and the criteria employed in each procedure:

N.A., the Board of Directors are elected and/or removed pursuant to the Corporation Code, Corporation’s Approved
Rehabilitation Plan and Manual on Corporate Governance.

Procedure

Process Adopted

Criteria/Grounds

a. Selection/Appointment

b. Re-appointment

c. Permanent Disqualification

Based on Revised Manual on Corporate Governance

a. Any person finally convicted judicially of an offense
involving moral turpitude or fraudulent act or
transgression;

b. Any person finally found by the Commission or a
court or other administrative body to have willfully
violated, or willfully aided, abetted, counseled,
induced or procured the violation of, any of the
provision of the Securities Regulation Code, the
Corporation Code, or any other law administered
by the Commission or Bangko Sentral ng Pilipinas,
or any rule, regulation or order of the Commission
or Bangko Sentral ng Pilipinas;

c. Any person judicially declared to be insolvent;

d. Any person finally found guilty by a foreign court or




equivalent financial regulatory authority of acts,
violations, or misconduct similar to any of the acts,
violations, or misconduct listed in the foregoing in
the foregoing paragraphs; and

e. Conviction by final judgment of an offense
punishable by imprisonment for a period exceeding
six (6) years, or a violation of the Corporation Code,
committed within five (5) years prior to the date of
his election or appointment.

d. Temporary Disqualification

Based on Revised Manual on Corporate Governance

a. Refusal to fully disclose the extent of the 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;

b. 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, or any twelve (12)
month period during said incumbency.  This
disqualification applies for purposes of the
succeeding election;

c. Dismissal/termination from directorship in another
listed corporation for cause. This disqualification
shall be in effect until he has cleared himself of any
involvement in the alleged irregularity;

d. Being under preventive suspension by the
Corporation;

e. If the independent director becomes an officer or
employee of the same corporation, he shall be
automatically  disqualified from being an
independent director; and

f. Conviction that has not yet become final referred
to in the grounds for the disqualification of
directors.

e. Removal

f. Re-instatement

g. Suspension

Voting Result of the last Annual Stockholders’ Meeting as of February 7, 2017

Name of Director

Votes Received

Eduardo V. Concepcion

one (1) vote

William Y. Chua

one (1) vote

Brian Keith F. Hosaka

one (1) vote

Peter Y. Ong

one (1) vote

Terence D. Son Keng Po

one (1) vote

Michael G. Tan

one (1) vote

Lucio K. Tan, Jr.

one (1) vote

Wilson T. Young

one (1) vote

Alvin C. Yu

one (1) vote

Martin C. Yu

one (1) vote




Victor T. Yu one (1) vote

*The above listed members of the board were elected to the Company’s eleven-seat board, pursuant to the Alternative
Rehabilitation Plan and Debt Restructuring Agreement, with at least one (1) vote each, considering that there was exactly the
same number of nominees for each board seat.

6)  Orientation and Education Program

(@) Disclose details of the company’s orientation program for new directors, if any.

As a matter of practice, new directors are provided with documents and are given informal lectures on the operations
of the Company during guided tours of the factory, offices and subsidiaries.

(b) State any in-house training and external courses attended by Directors and Senior Management® for the past three (3)

years:

Name of Director/Officer

Date of Training

Program

Name of Training Institution

William Y. Chua

5June 2014
27 August 2015
8 December 2016

-Orientation Course on
Corporate Governance
-Corporate Governance
Seminar
-Corporate Governance
Seminar

-Institute of Corporate Directors
-Philippine Corporate
Enhancement and Governance,
Inc.

-SGV Corp.

Eduardo V. Concepcion

6 March 2014

-Orientation Course on

-Institute of Corporate Directors

27 August 2015 Corporate Governance -Philippine Corporate
22 November 2016 -Corporate Governance Enhancement and Governance,
4 May 2017 Seminar Inc.
-3" Annual SEC-PSE -SEC & PSE
Corporate Governance Forum | -SGV
-Corporate Governance
Brian Keith F. Hosaka 5June 2014 -Orientation Course on -Institute of Corporate Directors
27 August 2015 Corporate Governance -Philippine Corporate
22 November 2016 -Corporate Governance Enhancement and Governance,
4 May 2017 Seminar Inc.
-3" Annual SEC-PSE -SEC & PSE
Corporate Governance Forum | -SGV
-Corporate Governance
Peter Y. Ong 9 June 2016 -Distinguished Corporate -Institute of Corporate Directors
4 May 2017 Governance Speaker Series -SGV

-Corporate Governance

Terence D. Son Keng Po

6 March 2014

-Orientation Course on

-Institute of Corporate Directors

27 August 2015 Corporate Governance -Philippine Corporate
22 November 2016 -Corporate Governance Enhancement and Governance,
4 May 2017 Seminar Inc.
-3" Annual SEC-PSE -SEC & PSE
Corporate Governance Forum | -SGV
-Corporate Governance
Lucio K. Tan, Jr. 21 October 2014 -Corporate Governance -Risks, Opportunities, Assessment
19 October 2016 -Best Practices in & Management (ROAM), Inc.
Parliamentary Procedures for | -Center for Global Best Practices
Board Directors and Top
Management
Michael G. Tan 03 August 2016 -SEC Corporate Governance - SEC

Forum

Wilson T. Young

6 March 2014

- Orientation Course on

- Institute of Corporate Directors

9 December 2015 Corporate Governance - SGV Corp.
22 November 2016 - Corporate Governance -SEC & PSE
4 May 2017 -3 Annual SEC-PSE -SGV
Corporate Governance Forum
-Corporate Governance
Alvin C. Yu 21 November 2014 -Corporate Governance -SGV

27 August 2015

-Corporate Governance

-Philippine Corporate

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

directing and controlling the activities of the company.




8 December 2016 Seminar Enhancement and Governance,
-Corporate Governance Inc.
-SGV
Martin C. Yu 21 November 2014 -Corporate Governance -SGV
27 August 2015 -Corporate Governance -Philippine Corporate
8 December 2016 Seminar Enhancement and Governance,
-Corporate Governance Inc.
-SGV
*Victor T. Yu *pbecame a member of - -
the Board only on 7
Feb. 2017
Eva A. Vicencio-Rodriguez 21 October 2014 -SEC-PSE Corporate -SEC & PSE
27 August 2015 Governance Forum -Philippine Corporate
03 August 2016 -Corporate Governance Enhancement and Governance,
4 May 2017 Seminar Inc.
-SEC Corporate Governance -SEC
Forum -SGV

-Corporate Governance

Teresita V. llagan

6 March 2014

-Orientation Course on

-Institute of Corporate Directors

27 August 2015 Corporate Governance -Philippine Corporate
22 November 2016 -Corporate Governance Enhancement and Governance,
4 May 2017 Seminar Inc.

-3 Annual SEC-PSE -SEC & PSE

Corporate Governance Forum | -SGV

-Corporate Governance

Linley A. Retirado 5June 2014 -Orientation Course on -Institute of Corporate Directors

27 August 2015 Corporate Governance -Philippine Corporate
22 November 2016 -Corporate Governance Enhancement and Governance,
4 May 2017 Seminar Inc.

-3 Annual SEC-PSE -SEC & PSE

Corporate Governance Forum | -SGV

-Corporate Governance

B. CODE OF BUSINESS CONDUCT & ETHICS
1) Discuss briefly the company’s policies on the following business conduct or ethics affecting directors, senior management and
employees:
Business Conduct & Ethics Directors Senior Management Employees
(a)  Conflict of Interest Should be promptly Should be promptly disclosed Should be promptly
disclosed disclosed
(b) Conduct of Business Strictly Required Strictly Required Strictly Required
and Fair Dealings
(c) Receipt of gifts from Strictly Discouraged Strictly Discouraged Strictly Discouraged
third parties
(d) Compliance with Laws Strictly Enjoined Strictly Enjoined Strictly Enjoined
& Regulations
(e) Respect for Trade Strictly Required Strictly Required Strictly Required
Secrets/Use of Non-
public Information
(f)  Use of Company Funds, Strictly Monitoring Strictly Guided with Rules Strictly Monitored
Assets and Information
(g) Employment & Labor Compliance therewith Compliance therewith Strictly Compliance therewith
Laws & Policies Strictly Required from Required from Service Strictly Required from
Service Contractors Contractors Service Contractors
(h) Disciplinary action With Strict Rules Strictly Implemented Strictly Complied
(i)  Whistle Blower No Retaliation No Retaliation No Retaliation
(j)  Conflict Resolution Encouraged Encouraged Encouraged

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

Yes, a copy of VMC’s Employee Code of Conduct and Discipline (ECCD) is given to new hires, as well as to directors and

senior management.




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

By strictly requiring compliance or obedience thereto.

4)  Related Party Transactions

(@) Policies and Procedures

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

parents and of interlocking director relationships of members of the Board.

Related Party Transactions

Policies and Procedures

(1) Parent Company

Full and Prompt Disclosure required

(2) Joint Ventures

Full and Prompt Disclosure required

(3) Subsidiaries

Full and Prompt Disclosure required

(4) Entities Under Common Control

Full and Prompt Disclosure Required

(5) Substantial Stockholders

Full and Prompt Disclosure Required

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

Full and Prompt Disclosure Required

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

Full and Prompt Disclosure Required

(8) Interlocking director relationship
of Board of Directors

Full and Prompt Disclosure Required

(b) Conflict of Interest

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

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

Details of Conflict

of Interest (Actual or Probable)

Name of Director/s None
Name of Officer/s None
Name of Significant Shareholders None

(i) Mechanism

Describe the mechanism laid down to detect, determine and resolve any possible conflict of interest between the

company and/or its group and their directors, officers and significant shareholders.

Directors/Officers/Significant Shareholders

Company Yearly' acc?mplishment and submission of disclosure via Disclosure
Questionnaire

G Yearly accomplishment and submission of disclosure via Disclosure

roup Questionnaire

5)  Family, Commercial and Contractual Relations

(@ Indicate, if applicable, any relation of a family,* commercial, contractual or business nature that exists between the

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

None is currently known.

Names of Related
Significant Shareholders

Type of Relationship

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

Brief Description of the Relationship




(b) Indicate, if applicable, any relation of a commercial, contractual or business nature that exists between the holders of
significant equity (5% or more) and the company:

None

Names of Related

Significant Shareholders IR

Type of Relationship

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

None is currently known.

% of Capital Stock affected

(Parties) Brief Description of the Transaction

Name of Shareholders

6)

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

regulatory authorities.

No conflicts or differences occurred for the last three years however, an ADR system is currently being developed.

Alternative Dispute Resolution System

Corporation & Stockholders

Corporation & Third Parties

Corporation & Regulatory Authorities

C. BOARD MEETINGS & ATTENDANCE
1)  Are Board of Directors’ meetings scheduled before or at the beginning of the year?

The Board of Directors holds meetings every last Monday of the month and as often as needed hence, scheduling is done

monthly or as often as needed.
2)  Attendance of Directors — covering Feb. 2016 — January 2017

No. of Meetings No. of
Board Name Date of Election Held during the Meetings %
year Attended

Chairman Wilson T. Young Feb. 2, 2016 11 11 100%
Member Eduardo V. Concepcion Feb. 2, 2016 11 11 100%
Member William Y. Chua Feb. 2, 2016 11 10 91%
Member Brian Keith F. Hosaka Feb. 2, 2016 3 2 67%
Member Peter Y. Ong Feb. 2, 2016 7 7 100%
Member Terence D. Son Keng Po Feb. 2, 2016 11 10 91%
Member Lucio K. Tan, Jr. Feb. 2, 2016 11 9 82%
Member Michael G. Tan Feb. 2, 2016 11 9 82%
Member Alvin C. Yu Feb. 2, 2016 11 11 100%
Member Martin C. Yu Feb. 2, 2016 11 10 91%
Member Victor T. Yu Feb. 2, 2016 N/A N/A N/A
Member *Ray C. Espinosa Feb. 2, 2016 4 0 0%
Member **Anna Rosario V. Paner Feb. 2, 2016 8 8 100%
Member ***Alberto P. Fenix, Jr. Feb. 2, 2016 11 11 100%

* Ray C. Espinosa resigned as VMC director on May 27, 2016.
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** Anna Rosario V. Paner resigned as VMC director on Oct. 28, 2016 due to government appointment, replaced by Brian Keith F.

Hosaka.

*** Alberto P. Fenix, Jr. served as Director until Jan. 2017 only.

3) Do non-executive directors have a separate meeting during the year without the presence of any executive? If yes, how many
times? None

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

Based on Sec. 7, Article Il of the Corporation’s By-laws, “The presence of at least six (6) directors shall constitute a quorum
for the transaction of corporate business and, subject to the requirement of Sec. 1, Article I, every decision of at least a
majority of the directors present at a meeting at which there is a quorum, which in no case shall be less than five (5)
directors, shall be required to be a valid corporate act.”

5)  Access to Information

(@ How many days in advance are board papers’ for board of directors meetings provided to the board?
One (1) week before the Board Meeting.
(b) Do board members have independent access to Management and the Corporate Secretary?
Yes
(c) State the policy of the role of the company secretary. Does such role include assisting the Chairman in preparing the
board agenda, facilitating training of directors, keeping directors updated regarding any relevant statutory and regulatory
changes, etc.? Yes
Corporate Secretary’s Duties and Responsibilities (based on the Revised Manual on Corporate Governance):
- gather and analyze all documents, records and other information essential to the conduct of his duties and
responsibilities to the Corporation;
- as to the agenda, get a complete schedule thereof at least for the current year and put the Board on notice
before every meeting;
- attend the Board meetings and maintain record of the same;
- submit to the Commission, at the end of every fiscal year, an annual certification as to the attendance of the
directors during Board meetings.
(d) Is the company secretary trained in legal, accountancy or company secretarial practices? Please explain should the
answer be in the negative.
Yes
() Committee Procedures
Disclose whether there is a procedure that Directors can avail of to enable them to get information necessary to be able
to prepare in advance for the meetings of different committees:
Committee Details of the procedures
Executive Agenda and Materials for meeting given in advance
Audit -same-
Nomination -same-
Remuneration -same-
Others (specify) Legal, Risk Management, | -same-
Budget and Finance

6) External Advice

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

5 Board papers consist of complete and adequate information about the matters to be taken in the board meeting. Information
includes the background or explanation on matters brought before the Board, disclosures, budgets, forecasts and internal
financial documents.
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Any Director is free to receive external advice.

Procedures

Details

7) Change/s in existing policies

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

No change/s in existing policies.

Existing Policies

Changes

Reason

D. REMUNERATION MATTERS

1) Remuneration Process

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

management officers:

Top 4 Highest Paid Management

Transportation Allowance

Process coo Officers

(1) Fixed remuneration / /
(2) Variable remuneration
(3) Per diem allowance /
(4) Bonus
(5) Stock Options and

other financial

instruments
(6) Others (specify) ,

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

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

There is no compensatory plan or arrangement for Directors, except the COO.

Remuneration Policy

Structure of Compensation
Packages

How Compensation is
Calculated

Executive Directors

Non-Executive Directors

Do stockholders have the opportunity to approve the decision on total remuneration (fees, allowances, benefits-in-kind and
other emoluments) of board of directors? Provide details for the last three (3) years.

N.A., the Directors do not receive any remuneration.
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3)  Aggregate Remuneration

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

o R TR S

(@) Fixed Remuneration Php16,955,294.12 - N/A
(b) Variable Remuneration Php1,935,000.00 Php2,615,000.00 N/A
(c) Perdiem Allowance Php680,000.00 Php980,000.00 N/A
(d) Bonuses Php11,922,840.97 Php9,460,000.00 N/A
(e) Stock Options and/or other - - N/A
financial instruments
(f)  Others (Specify) - - N/A
_ Php31,493,135.09 Php13,055,000.00 -

*as of 31 August 2016

1)  Advances

2)  Credit granted

3) Pension Plan/s Contributions

(d) Pension Plans, Obligations
incurred

(e) Life Insurance Premium

(f) Hospitalization Plan

(g) CarPlan

(h) Others (Specify)

4)  Stock Rights, Options and Warrants

(& Board of Directors

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

13



Number of Direct
Option/Rights/
Warrants

Director’s Name

Number of Indirect
Option/Rights/
Warrants

Number of Equivalent
Shares

Total % from Capital
Stock

NONE

(b) Amendments of Incentive Programs

Indicate any amendments and discontinuation of any incentive programs introduced, including the criteria used in the
creation of the program. Disclose whether these are subject to approval during the Annual Stockholders’ Meeting: N.A.

Incentive Program

Amendments

Date of

Stockholders’ Approval

5) Remuneration of Management

Identify the five (5) members of management who are not at the same time executive directors and indicate the total

remuneration received during the financial year:

Name of Officer/Position

Total Remuneration

Chief Finance Officer

Chief Manufacturing Officer

Chief Administrative Officer

Corporate Communications Director/Investor Relations Officer

Aggregate —

Php17,386,222.60

*as of 31 August 2016

E. BOARD COMMITTEES

1)  Number of Members, Functions and Responsibilities

Provide details on the number of members of each committee, its functions, key responsibilities and the power/authority delegated

to it by the Board:

Committee No. of Members Committee Functions Key Responsibilities Power
Executive | Non- Independent Charter
Director | executive | Director
(ED) Director | (ID)
(NED)
Executive Two (2) Five (5) With 1. Shall take up | To assist the Board | To pass
Committee Committee matters such as | to achieve the goals | upon and
Charter but not limited to || of the Company. approve
administrative and matters that
operational are  within
concerns and its level of
disposal, and/or authority as
acquisition of prescribed
assets; and defined
2. It shall create a by the
program that will Board.
require regular
meeting and
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consultation with
the planters;

3. Address the

concerns/needs of
the planters and
make proper
recommendation
to the Board;

4. Recommend to the

Board the
corporation’s
yearly Security
Plan; and

5. Prepare reports to

the Board and
matters
concerning planter
relations and
security.

Audit
Committee

N/A

Three (3)

With
Committee
Charter.

To assist the Board of
Directors in fulfilling
its oversight
responsibilities  for
the finance reporting
process, the system
of internal control,
the audit process,

and the
Corporation’s

process for
monitoring

compliance with the
laws and regulations
and the code of
conduct.

1. Check that all
financial  reports
are in compliance
with  both the
internal  financial
management
handbook and
pertinent
accounting
standards,
including
regulatory
requirements;

2. Perform
oversight financial
management
functions
specifically in the
areas of managing
credit, market,
liquidity,
operational, legal
& other risks of
the corp.;

3. Pre-approve all
audit plans, scope
and frequency of
one (1) month
before the
conduct of
external audit;

4. Perform  direct
interface
functions with the
internal & external
auditors;

5. Elevate to intl.
Standards the

accounting &
auditing
processes,
practices &
methodologies, &
develop the
definitive
timetable,
accountability
statement &
transparent

To review
and pre-
approve the
financial

statements.
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financial system.

Nomination One (1) N/A Four (4) With It promulgates | For  Nominations | It has
Committee Committee | guidelines or criteria | Committee: powers
Charter to govern the | It pre-screens and | grantedto it
(Legal and conduct of  the || shortlists all | under the
Nominations nomination of | candidates Manual on
Committee) independent nominated to | Corp. Gov.
directors. (Based on | become a member | (Basedon
By-Laws) of the Board of | By-Laws)
Directors in
accordance with
qualifications  and
disqualifications set.
For Legal
Committee:
It discusses all legal
concerns of the
Corporation and
makes appropriate
recommendations to
the Board. Also
discusses tax and
other tax related
concerns  of the
Corporation and
makes appropriate
recommendations to
the Board.
Remune- One (1) N/A Four (4) On process Establish a formal || 1. Designates It has
ration and transparent amount of | powers
Committee procedure for remuneration, granted to it
developing an which shall be in a under the
(Human executive sufficient level to Manual on
Resource and remuneration system attract and retain Corp. Gov.
Remune- and for fixing the directors and (Based on
ration remuneration officers who are By-Laws)
Committee) packages of needed to run the
corporate officers corporation
and directors, and successfully;
provide oversight | 2. Establishes a
over remuneration of formal &
senior management | transparent
and other key procedure for

personnel, ensuring
that compensation is
consistent with the
Corporation’s
culture, strategy &
control,
environment.

developing a policy;
3. Develops a form
on Full Business
Interest Disclosure;
4. Disallows any
director to decide
his or her own
remuneration;

5. Provides in the
corporation’s
annual reports,
information &
proxy statements a
clear, concise &
understand-able
disclosure of
compensation of its
executive officers.
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Others N/A Five (5) With 1. It shall cause the || It shall assist the It has
(Specify) Committee development of Risk | Board in the powers
Charter management  Plans | identification and granted to it
Risk and and Strategies and | evaluation of the under the
Corporate see to the proper | Corporation’s Revised
Governance implementation  of | potential risk Manual on
Committee the same; and exposures. Corp. Gov.
2. It shall review and | (Based on MCG) and the
revise the Risk Board.
Management Plans | For Corporate
and Strategies, as | Governance:
needed. (Based on | It helps monitor
Revised MCG) and require
compliance with
the  Manual of
Corporate
Governance and
makes appropriate
recommendations
to the Board; It
monitors, oversees
and reviews
compliance by all
concerned with the
provisions of the
Manual; It
formulates policies
and guidelines for
compliance with
the Manual and
recommends to the
Board penalties/
sanctions for
violations.
Others One(1) N/A Four (4) On process | It shall evaluate and || It shall monitor the | It has
(Specify) recommend to the | Corporation’s powers
Board the | operational and | grantedto it
Budget Corporation’s yearly | capital expenditures | under the
Committee operational and recommend to | Revised
projections and | the Board any- | Manualon
budgets. (Based on | budget related | Corp. Gov.
MCG) programs or | andthe
guidelines as it may | Board
deem necessary and
appropriate. (Based
on Revised MICG)
2)  Committee Members
(@ Executive Committee — Meetings were held with management.
Length of
Date of LA LA S:rfi::e (i,n
Office Name el Meetings Meetings % e
Held Attended .
Committee
Chairman Wilson T. Young Feb. 2, 2016 - - -
Member (ED) Anna Rosario V. Paner Feb. 2, 2016 - - -
Member (NED)
Eduardo V. Concepcion Feb. 2, 2016 - - -
William Y. Chua Feb. 2, 2016 - - -
Member (ID) Michael G. Tan Feb. 2, 2016 - - -
Alvin C. Yu Feb. 2, 2016 - - -
Martin C. Yu Feb. 2, 2016 - - -

17




(b) Audit, Compensation & Remuneration Committee (Audit Committee) — as of Feb. 2016 - Jan. 2017

No. of No. of Leng.th ?f
. . . Service in
Office Name Date of Appointment  Meetings Meetings %
the
Held Attended =
Committee
Chairman Dr. Alberto P. Fenix, Jr. Feb. 2, 2016 8 8 100% 2 yrs.
Member (ED)
Member (NED)
Member (ID) Terence D. Son Keng Feb. 2, 2016 8 8 100% 2 yrs.
Po
Lucio K. Tan, Jr. Feb. 2, 2016 8 - 0% 2 yrs.
Martin C. Yu Feb. 2, 2016 8 8 100% 2 yrs.
*Atty. Ray C. Espinosa Feb. 2, 2016 3 - 0% N/A
**peter Y. Ong May 27, 2016 5 5 100% 8 mos.

* Atty. Espinosa resigned as member of the committee on May 27, 2016
** Mr. Ong assumed the vacancy left by Atty. Espinosa on May 27, 2016

Disclose the profile or qualifications of the Audit Committee members.

Dr. Alberto P. Fenix, Jr., age 73, currently chairs the Audit Committee of VMC. Dr. Fenix is the Chairman and President of Fenix
Management and Capital, Inc., President of Ivoclar Vivadent, Inc., and Executive Director of the SPC Power Corporation. He is
Honorary President of the Philippine Chamber of Commerce and Industry (PCCl), President of the PCCI Human Resources
Development Foundation, Inc. and a trustee of the Angeles University Foundation, Inc. Dr. Fenix holds a Bachelor’s Degree in
Mathematics from the Ateneo de Manila University and Master’s and Doctorate degrees in Industrial Management from the
Massachusetts Institute of Technology.

Terence D. Son Keng Po, age 49, is presently the Treasurer of the company. Mr. Son Keng Po holds a degree in Business
Administration and Accountancy (mcl) from the University of the Philippines and a Master’s Degree in Business from the University
of Chicago. He is the President and CEO of Victorias Foods Corporation (VFC). He is currently a Director of Victorias Golf & Country
Club, Inc. (VGCCI) and Canetown Development Corporation (CDC). He served as a Director of Cargill Financial Services, Inc. and
Carval Investor Services (both subsidiaries of Cargill, Inc.).

Lucio K. Tan, Jr., age 51, He has been a Director of Victorias Milling Company, Inc., since June 6, 2014. He was awarded Master
Degree under Executive Master of Business and Administration Program (EMBA) jointly by Kellog School of Management of
Northwestern University in the United States and Hong Kong University of Science and Technology as well as holding a BS in civil
engineering from University of California, Davis. He serves as an Executive Vice President of Fortune Tobacco Corporation and
Foremost Farms Inc. Mr. Tan serves as the Chief Executive Officer of Tanduay Distillers Inc. He has been Officer-In-Charge of Eton
Properties Philippines Inc. since February 21, 2013. Mr. Tan has been a Director Eton Properties Philippines, Inc. since June 18, 2007;
LT Group, Inc since February 21, 2003; Philippine National Bank since September 28, 2007 and has been Non-Executive Director of
Macroasia Corp., since August 1997. He serves as a Director of Allied Savings Bank. He has been an Executive Director at Dynamic
Holdings Limited since November 10, 1997. He has been Non-Executive Director at PAL Holdings, Inc. (formerly Baguio Gold Holdings
Corp.) July 26, 2006. He serves as a Director at Tanduay Brands International Inc. and Tanduay Distillers, Inc. Mr. Tan served as a
Director and Member of the Board of Advisors of Philippine Airlines Inc.

Martin C. Yu, age 42, serves as a Director of Victorias Milling Company, Inc. since Feb. 4, 2014, and has been the President of Firefly
Electric & Lighting Corporation since 2001. Mr. Yu has been a Director of VCY Sales Corporation since 1998. He took up Business
Management in the Ateneo de Manila University.

Peter Y. Ong, age 70, currently serves as Treasurer of Maranaw Hotels and Resort Corp. He also serves as Director of Allied Leasing
and Finance Corporation, Allied Bankers Insurance Corporation, and Lucio Tan Group of Companies. He is also a Consultant of Basic
Holdings Corporation from 2013 up to the present. He was President and CEO of Airphil Express in 2011 to 2012, and was also Senior
Vice-President for Production of Fortune Tobacco Corp. in 1970 to 2011. On May 27, 2016, Mr. Ong was elected as Director of
Victorias Milling Company, Inc.

Describe the Audit Committee’s responsibility relative to the external auditor.
Performs direct interface functions with the internal and external auditors.

() Nomination Committee (Legal and Nominations Committee) - as of Feb. 2016 — Jan. 2017 (includes Nomination Committee Meeting)

Date of No. of No. of Length of
Office Name s Meetings Meetings % Service in the
Held Attended Committee
Chairman *Atty. Anna Rosario V. Paner Feb. 2, 2016 1 1 100% 9 yrs.
**Brian Keith F. Hosaka Feb. 2, 2016 3 3 100% N/A
Member (ED) Wilson T. Young Feb. 2, 2016 4 4 100% 2 yrs.
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Member (NED)

Member (ID) Dr. Alberto P. Fenix, Jr. Feb. 2, 2016 4 4 100% 3yrs.
William Y. Chua Feb. 2, 2016 4 2 50% 2 yrs.
Michael G. Tan Feb. 2, 2016 4 2 50% 2 yrs.

* *Atty. Paner resigned as Chairman of the Committee on Oct. 28, 2016.

**Atty. Hosaka assumed the vacancy left by Atty. Paner.

(d) HR, Compensation and Remuneration Committee (Human Resource & Remuneration Committee) as of Feb. 2016 — Jan.

2017
Date of L] L] IS-:rr‘fi::: ?r:
Office Name PRSI BIEnE Meetings Meetings % e
Held Attended .
Committee
Chairman William Y. Chua Feb. 2, 2016 1 1 100% 1
Member (ED) Eduardo V. Concepcion Feb. 2, 2016 1 1 100% 1
Member (NED)
Member (ID) Alvin C. Yu Feb. 2, 2016 1 1 100% 1
Martin C. Yu Feb. 2, 2016 1 1 100% 1
Wilson T. Young Feb. 2, 2016 1 1 100% 1
(e) Others (Specify)
Provide the same information on all other committees constituted by the Board of Directors:
Date of No. of No. of IS-:rr‘fi::Z ?r:
Office Name e Meetings Meetings % the
Held Attended .
Committee
Chairman
Member (ED)
Member (NED)
Member (ID)
(f)  Budget and Finance Committee (Budget Committee) as of Feb. 2016 — Jan. 2017
Date of Hiodof Hiodof IS-:rr‘fi::: ?r:
Office Name e Meetings Meetings % the
Held Attended .
Committee
Chairman Alvin C. Yu Feb. 2, 2016 2 2 100% 2 yrs.
Member (ED) Eduardo V. Concepcion Feb. 2, 2016 2 yrs.
Member (NED) 2 yrs.
Member (ID) Terence D. Son Keng Po Feb. 2, 2016 2 2 100% 2 yrs.
Lucio K. Tan Feb. 2, 2016 2 - 0% 2 yrs.
Dr. Alberto P. Fenix, Jr. Feb. 2, 2016 2 2 100% 2 yrs.
(g) Risk Committee (Risk and Corporate Governance Committee) as of Feb. 2016 — Jan. 2017
Date of No. of No. of IS-:rr‘fi::Z ?r:
Office Name FRREIBIERE Meetings Meetings % e
Held Attended .
Committee
Risk Mgt. Terence D. Son Keng Po Feb. 2, 2016 1 1 100% 2 yrs.
Chairman
Member (ED) *Atty. Anna Rosario V. Paner Feb. 2, 2016 1 1 100% 2 yrs.
Member (NED)
Member (ID) **Atty. Ray C. Espinosa Feb. 2, 2016 1 - 0% N/A
***peter Y. Ong May 27, 2016 0 0 N/A N/A
Lucio K. Tan, Jr. Feb. 2, 2016 1 1 100% 2 yrs.
Michael G. Tan Feb. 2, 2016 1 0 0% 2 yrs.
Martin C. Yu (ad hoc) Feb. 2, 2016 1 1 100% N/A

*Atty. Paner resigned as member of the committee on Oct. 28, 2016
** Atty. Espinosa resigned as member of the committee on May 27, 2016
*** Mr. Ong assumed the vacancy left by Atty. Espinosa on May 27, 2016
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3)

Changes in Committee Members

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

Name of Committee

Name

Reason

Executive Anna Rosario V. Paner was replaced by Brian Appointment to government office
Keith F. Hosaka for the remainder of the term. PP g )
Audit Ray C. Esplnf)sa was replaced by Peter Y. Ong Resignation
for the remainder of the term.
Nomination Anna Rosario V. Paner was replaced by Brian

Keith F. Hosaka for the remainder of the term.

Appointment to government office.

Remuneration

Others (specify)

Anna Rosario V. Paner resigned, Martin C. Yu

Appointment to government office.

Risk and Corporate | as adhoc member.
Governance
Ray C. Espinosa was replaced by Peter Y. Ong Resignation
for the remainder of the term.
4)  Work Done and Issues Addressed
Describe the work done by each committee and the significant issues addressed during the year.
Name of Committee Work Done Issues Addressed

Executive Everything necessary to act on matters | Numerous Administrative and Operational
that are within its level of authority as | Concerns.
prescribed and defined by the Board
and relevant SEC rules and regulations.

Audit All functions as prescribed and defined | Internal Control System, Audit processes and
by the Board and relevant SEC rules and | a number of Audit concerns.
regulations.

Nomination All  duties and responsibilities as | Nomination-related concerns.
prescribed and defined by the Board
and relevant SEC rules and regulations.

Remuneration All  duties and responsibilities as | Remuneration-related concerns.
prescribed and defined by the Board
and relevant SEC rules and regulations.

Others (specify) Legal All duties and responsibilities | Legal-related concerns.
prescribed and defined by the Board.

5)  Committee Program

Provide a list of programs that each committee plans to undertake
enforcement of effective governance for the coming year.

to address relevant issues in the improvement or

Name of Committee

Planned Programs

Issues to be Addressed

Executive Compliance with the Rehabilitation Plan and . .
. Rehabilitation-related issues
Debt Restructuring Agreement.
Audit -Same- -Same-
Nomination -Same- -Same-
Remuneration -Same- -Same-

Others (specify)

The risk management philosophy is centered on the development of appropriate strategies for preventing and

Overall risk management philosophy of the company;

F.  RISK MANAGEMENT SYSTEM
1) Disclose the following:
@
minimizing losses when they occur.
(b)

adequacy thereof;
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The Board shall cause the development of Risk Management Plans and Strategies and see to the proper
implementation of the same. The said Risk Management Plans and Strategies shall be reviewed, as often as needed.

(c) Period covered by the review;

One (1) year.

(d) How often the risk management system is reviewed and the directors’ criteria for assessing its effectiveness; and

As often as needed but at least once a year.

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

N.A.
2)  Risk Policy
(@ Company

Give a general description of the company’s risk management policy, setting out and assessing the risk/s covered by the
system (ranked according to priority), along with the objective behind the policy for each kind of risk:

Risk Exposure

Risk Management Policy

Objective

Non-compliance with the
Approved Rehabilitation Plan
(ARP) as well as Debt
Restructuring Agreement
(DRA).

To ensure compliance with the ARP and
the DRA.

To ensure compliance with the ARP and

the DRA.

Business Losses

Monitor the Corporation’s operational and
capital expenditures and recommend to
the Board any budget related programs or
guidelines, as it may deem necessary and
appropriate.

To manage the financial risks to ensure
compliance with the ARP and the DRA.

(b) Group

Give a general description of the Group’s risk management policy, setting out and assessing the risk/s covered by the
system (ranked according to priority), along with the objective behind the policy for each kind of risk: - VMC is still in the
process of developing its Group’s Risk Management Policy.

Risk Exposure

Risk Management Policy

Objective

(¢) Minority Shareholders

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

Risk to Minority Shareholders

None

3) Control System Set Up

(@ Company

Briefly describe the control systems set up to assess, manage and control the main issue/s faced by the company:
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1)

Risk Exposure

(Monitoring and Measurement Process)

Risk Assessment

Risk Management and Control

(Structures, Procedures, Actions Taken)

Non-compliance with the
Approved Rehabilitation
Plan (ARP) as well as Debt
Restructuring Agreement
(DRA).

Periodic review of compliance with the ARP
and the DRA.

Periodic review of compliance with the ARP
and the DRA and sound corporate
governance.

Business Losses

Regular review of financial standing

Sound financial policies and practices

(b) Group

Briefly describe the control systems set up to assess, manage and control the main issue/s faced by the company: None

Risk Exposure

(Monitoring and Measurement Process)

Risk Assessment

Risk Management and Control

(Structures, Procedures, Actions Taken)

(c) Committee

Identify the committee or any other body of corporate governance in charge of laying down and supervising these control
mechanisms, and give details of its functions:

Committee/Unit

Control Mechanism

Details of its Functions

Risk Management

It shall cause the development of Risk
Management Plans and Strategies and
see to it the proper implementation of
the same; It shall review and revise the
Management Plans and Strategies, as
needed.

To assist the Board in the identification
and evaluation of the Corporation’s
potential risk exposures.

Audit

To check that all financial reports are
in compliance with both the internal
financial management handbook and
pertinent accounting standards,
including regulatory requirements.

To assist the Board of Directors in
fulfilling its oversight responsibilities
for the finance reporting process, the
system of internal control, the audit
process, and the Corporation’s process
for monitoring compliance with the
laws and regulations and the code of
conduct.

INTERNAL AUDIT AND CONTROL

Internal Control System

Disclose the following information pertaining to the internal control system of the company:

(@ Explain how the internal control system is defined for the company;

Internal Control as instituted by VMC involves systematic measures (such as reviews, checks and balances, methods

and procedures) to wit:

1)  Conduct its business in an orderly and efficient manner,

2) To safeguard its assets and resources,

3) Deter and detect errors, fraud, and theft,

4)  Ensure accuracy and completeness of its accounting data,

5)  Produce reliable and timely financial and management information’
6) Ensure adherence to its policies and plans.

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

them effective and adequate;

The Board and the Audit Committee periodically review the effectiveness of the internal control system.
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(c) Period covered by the review; year to date

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

system;

Quarterly

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

N/A. if the review is done quarterly or yearly.

2) Internal Audit

(@ Role, Scope and Internal Audit Function

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

Role

Scope

Indicate whether In-
house or Outsource
Internal Audit
Function

Name of Chief Internal
Auditor/Auditing Firm

Reporting process

Minimum internal
control mechanisms for
management’s
operational
responsibility which shall
center on the President
and COO, being
ultimately accountable
for the Corporation’s
organizational and
procedural controls.

Internal Audit provides
assurance to
management and the
Audit Committee.

Assist the audit
committee in
discharging its
governance
responsibilities by
delivering:

Nature and complexity
of business and the
business culture; the
volume, size and
complexity of
transactions; the degree
of risk; the degree of
centralization and
delegation of authority;
the extent and
effectiveness of
information technology;
and the extent of
regulatory compliance.

- An objective
evaluation of the
existing risk and
internal control
framework.

- Makes
recommendations for
improvement in key
management
processes.

- It aims to ensure that
key risks are being
appropriately
managed.

Internal Audit Function
is to provide with
reasonable assurance
that its key
organizational and
procedural controls
are effective,
appropriate, and
complied with.

In-house

Giannina E. Kaw

Internal Auditor shall
report to the Audit
Committee

Monthly to Audit
Committee

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

Yes

©

(d)

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

Yes. The Audit manager regularly reports on a monthly basis to the Audit Committee, which is the main recipient of
the results achieved by the Internal Audit Function, in the assignments performed in the various fields of the auditing
activity, while ensuring that the internal audit function is adequately resourced and enjoys appropriate standing within
the organization.

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.

23



Name of Audit Staff Reason

Junah Grace V. Laguda Emigrated to Canada
(e) Progress against Plans, Issues, Findings and Examination Trends
State the internal audit’s progress against plans, significant issues, significant findings and examination trends.
Progress Against Plans Annual Audit Program
6 Procedures — Risk Assessment
Issues
Sugar Inventory
. Procedures — High Risk & Major Impact
Findings’ r  — Hig j p:
Discrepancies Noted on Sugar Warehouses
... Observation, Review Verify — Policies & Procedures
Examination Trends
Actual Count on Sugar Inventory

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

Preparation of an audit plan inclusive of a timeline and milestones;

Conduct of examination based on the plan;

Evaluation of the progress in the implementation of the plan;

Documentation of issues and findings as a result of the examination;

Determination of the pervasive issues and findings (“examination trends”) based on single year result and/or
year-to-year results;

f. Conduct of the foregoing procedures on a regular basis.

PoooTo

(f)  Audit Control Policies and Procedures
Disclose all internal audit controls, policies and procedures that have been established by the company and the result of
an assessment as to whether the established controls, policies and procedures have been implemented under the column
“Implementation.”
Policies & Procedures Implementation
NOTES:
1. VMCis ISO 9001-2015 certified Company.
2. Have a Policy & Procedures Manual, with detailed work instructions for workers.
(9) Mechanism and Safeguards

State the mechanism established by the company to safeguard the independence of the auditors, financial analysts,
investment banks and rating agencies (example, restrictions on trading in the company’s shares and imposition of
internal approval procedures for these transactions, limitation on the non-audit services that an external auditor may
provide to the company): None

(Internal and External)

bl Financial Analysts Investment Banks Rating Agencies

(h) State the officers (preferably the Chairman and the CEO) who will have to attest to the company’s full compliance with the
SEC Code of Corporate Governance. Such confirmation must state that all directors, officers and employees of the company
have been given proper instruction on their respective duties as mandated by the Code and that internal mechanisms are in
place to ensure that compliance.

The Chairman of the Board will attest to the company’s full compliance with the SEC Code of Corporate Governance. The
directors, officers and employees are aware of the Company’s Manual on Corporate Governance.

H.  ROLE OF STAKEHOLDERS

¢ “Issues” are compliance matters that arise from adopting different interpretations.
7 “Findings” are those with concrete basis under the company’s policies and rules.
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a  Disclose the company’s policy and activities relative to the following:

Policy

Activities

Customers' welfare

Priority

Concerns if any are entertained with
expediency

Supplier/contractor selection practice

Competitive Bidding

Bidding Committee
Evaluation of Bids

Environmentally friendly value-chain

Strongly instilled

Orientations, Trainings

Community interaction Encouraged Coordination Meetings
Anti-corruption programs and procedures? | In place Values Orientations
Safeguarding creditors' rights In place Orientations/Compliance with Approved

Rehabilitation Plan and Debt Restructuring
Agreement

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

C.  Performance-enhancing mechanisms for employee participation.

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

Enumerated in the Employees’ Code of Conduct and Discipline handbook and in accordance with laws and

regulations.

ii. Show data relating to health, safety and welfare of its employees.
Data is available anytime upon request.

iii. State the company’s training and development programmes for its employees. Show the data.
Data is available anytime upon request.
iv. State the company’s reward/compensation policy that accounts for the performance of the company beyond short-

term financial measures.

Currently does not have reward/compensation program in as much as the Company is still under rehabilitation.

d.  What are the company’s procedures for handling complaints by employees concerning illegal (including corruption) and

unethical behavior? Explain how employees are protected from retaliation.

A Grievance Procedure is in place.
I DISCLOSURE AND TRANSPARENCY
a.  Ownership Structure

1.  Holding 5% shareholding or more

Shareholder Number of Shares Percent Beneficial Owner
Premier Network 751,604,775 28.76% Premier Network
International, Ltd. International, Ltd.

LT Group, Inc. 788,424,139 30.17% LT Group, Inc.
Narra Capital Investment 526,612,633 20.15% Narra Capital Investment
Corp. Corp.
*as of December 31, 2016

Number of .

Name of Senior Management Number of Direct shares Indirect shares / Through (name of g o;tiiiltal
record owner)

Eduardo V. Concepcion 1,000 1,000 0.000%
Minnie O. Chua None 2,942 0.000%
Teresita V. llagan None 0.000%
Linley A. Retirado None
Eva A. Vicencio-Rodriguez None
TOTAL 1,000 3,942 0.000%
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2. Does the Annual Report disclose the following:

Key risks YES
Corporate objectives YES
Financial performance indicators YES
Non-financial performance indicators YES
Dividend policy YES
Details of whistle-blowing policy YES
Biographical details (at least age, qualifications, date of first appointment, relevant experience, and any other YES
directorships of listed companies) of directors/commissioners

Training and/or continuing education programme attended by each director/commissioner NO
Number of board of directors/commissioners meetings held during the year YES

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

NO (reported
to SEC and PSE
separately)

Details of remuneration of the CEO and each member of the board of directors/commissioners YES
Should the Annual Report not disclose any of the above, please indicate the reason for the non-disclosure.
3. External Auditor’s fee (based on Annual Report Crop Year 2015-2016)
Name of auditor Audit Fee Non-audit Fee
Isla Lipana & Co. (the Philippine 1,600,000.00, plus VAT and OPE None
member firm of the PwC network)
4.  Medium of Communication
List down the mode/s of communication that the company is using for disseminating information.
1. Memoranda
2.  E-mails
3.  Publications
4. Telecommunications
5.  Date of release of audited financial report: December 14, 2016
6. Company Website www.victoriasmilling.com
Does the company have a website disclosing up-to-date information about the following?
Business operations Yes
Financial statements/reports (current and prior years) Yes
Materials provided in briefings to analysts and media Yes
Shareholding structure Yes
Group corporate structure Yes
Downloadable annual report Yes
Notice of AGM and/or EGM Yes
Company's constitution (company's by-laws, memorandum and articles of association) Yes

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

7. Disclosure of RPT - None
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RPT Relationship

Nature Value

1)

When RPTs are involved, what processes are in place to address them in the manner that will safeguard the interest of the
company and in particular of its minority shareholders and other stakeholders?

RIGHTS OF STOCKHOLDERS

Right to participate effectively in and vote in Annual/Special Stockholders’ Meetings

(& Quorum

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

Section 5, Article VIII of By Laws

Quorum Required

“Unless otherwise provided by law, in all
regular and special meetings of the
stockholders, a majority of the holders of
the outstanding common shares must be
present or be represented in order to
constitute a quorum and only holders of
such common shares present or
represented at such meeting will have
the right to vote on any matter
presented for approval by the
stockholders at such meeting.”

(b) System Used to Approve Corporate Acts

Corporate acts are approved in accordance with the approving authorities prescribed by the Board and in accordance

with law and the By-laws.

System Used

Description

(c) Stockholders’ Rights

List any Stockholders’ Rights concerning Annual/Special Stockholders’ Meeting that differ from those laid down in the

Corporation Code.

Stockholders’ Rights under Stockholders’ Rights not in
The Corporation Code The Corporation Code
Voting Right / N/A
Pre-emptive Right N/A
Power of Inspection / N/A
Right to Information / N/A
Right to Dividends N/A
Appraisal Right N/A

Article SEVENTH of the Amended Articles of Incorporation states that:

“xxx The stockholders shall have no pre-emptive right to the shares issued pursuant to the
increase in the authorized capital stock except those rights expressly provided for in the
Alternative Rehabilitation Plan as approved by the Securities and Exchange Commission.
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Seventh — A. The stockholders of the Company shall not have the pre-emptive right to
purchase or subscribe to an aliquot number of shares with respect only to the shares of stock
subject of the initial Public offering approved by this meeting today, August 6, 1993 only. Such
pre-emptive rights shall apply and be effective, to issue authorized or approved after this date,
August 6, 1993.”

Dividends
Declaration Date Record Date Payment Date
N.A., under corporate rehabilitation N/A N/A

(d) Stockholders’ Participation

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

Measures Adopted Communication Procedure

Open line Communication Policy, suggestions/questions | All forms of communication (e.g., e-mail)
from stockholders encouraged
Open forum Chairman opens the floor to questions from
stockholders

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

a. Amendments to the company's constitution — as required by law and the By-laws

b. Authorization of additional shares — as required by law and the By-laws

C. Transfer of all or substantially all assets, which in effect results in the sale of the company — as required by law and
the By-laws

9. Does the company observe a minimum of 21 business days for giving out of notices to the AGM where items to be resolved by
shareholders are taken up? Yes

a. Date of sending out notices through publication in local and national dailies: Philippine Daily Inquirer — November
28, 2016 & January 08, 2017; Visayan Daily Star — November 29, 2016 & January 09, 2017 for Feb. 7, 2017 ASM

b.  Date of the Annual/Special Stockholders’ Meeting: First Tuesday of February of every year
10. State, if any, questions and answers during the Annual/Special Stockholders’ Meeting.

Stockholder Antonio Ferrolino queried about the Company’s sugar production projection this crop year of 3.1 million
metric tons which is lower than the 3.3 million TCM as shown in last year’s annual report, or a decrease of 200 MT. The
President & Chief Operating Officer, Mr. Eduardo V. Concepcion, explained that the projected tonnage this crop year is
lower due to the adverse effects of last year’s El Nino phenomenon. Mr. Ferrolino opined that the lower cane supply this
year might be due to certain new policies of the Company. Mr. Ferrolino also shared about a column in the Philippine
Daily Inquirer which mentioned that some corporations are very generous with their donations to the community which
is why they are profitable. The Chairman thanked Mr. Ferrolino on his concerns and informed the body that last year,
VMC formed a foundation called VMC Foundation, which aims to institutionalize VMC’s community services in fulfillment
of its corporate social responsibility. The numerous Company-sponsored activities, delving on VMC'’s corporate social
responsibility and numerous charitable works, were mentioned and highlighted in the Company’s annual report, such as
tree planting, river clean-up, educational and youth development and the continuing efforts to help the surrounding
schools within the VMC community.

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

Resolution Approving Dissenting Abstaining

12. Date of publishing of the result of the votes taken during the most recent AGM for all resolutions: Feb. 7, 2017 VMC Website
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(e) Modifications

State, if any, the modifications made in the Annual/Special Stockholders’ Meeting regulations during the most recent year and
the reason for such modification: None

Modifications Reason for Modification

(f)  Stockholders’ Attendance

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

Names of Board Voting Procedure % of SH
iypeleh members / Officers Batslof (by poll, show of Attending
Meeting Meeting !

present hands, etc.) in Person

% of SH Total % of SH
in Proxy attendance

Annual - Wilson T. Young February 7, | No formal voting; 81.45%
- Anna Rosario V. 2017 number of
Paner nominees  exactly
- Eduardo V. the same as
Concepcion number of director
- Michael G. Tan per By-laws.

- Lucio K. Tan, Jr.
- Alvin C. Yu

- Martin C. Yu

+ William Y. Chua
- Dr. Alberto P.
Fenix, Jr.

- Terence D. Son
Keng Po

- Atty. Brian Keith
F. Hosaka

- Atty. Eva A.
Vicencio-
Rodriguez

- Teresita V.
llagan

- Linley A.
Retirado

- Judy Anne G.
Tiongco

None held in the

recent years

Special

(ii) Does the company appoint an independent party (inspectors) to count and/or validate the votes at the ASM/SSMs? YES
(iii) Do the company’s common shares carry one vote for one share? If not, disclose and give reasons for any divergence to

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

(9) Proxy Voting Policies

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

Company’s Policies

Execution and acceptance of proxies With deadline set

Notary Not a requirement

All proxies must be received by the Stock & Transfer Agent and the

Submissi f P
ubmission of Froxy Corporate Secretary within a period determined by the Board of Directors,
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which, in no case, shall be less than the minimum period prescribed by the
SEC (based on By-Laws p. 19 Section 7)

Several Proxies Most recent is the one accepted.

Validity of Proxy Five years, unless specified.

Proxies executed abroad Should have Consular Validation.

Invalidated Proxy Not accepted.

Validation of Proxy Done right after deadline for submission of proxies.

Violation of Proxy Proxy not honored.

(h) Sending of Notices

State the company’s policies and procedure on the sending of notices of Annual/Special Stockholders’ Meeting. (Based on By-
laws p. 17 Section 4)

Policies Procedure

Notices to stockholders issued via publication through
As required by law National and local dailies and by personal delivery, courier
and Philippine Postal Service.

(i) Definitive Information Statements and Management Report

Number of Stockholders entitled to receive Definitive All stockholders as of Record Date, totaling 5,278. Record
Information Statements and Management Report and Other date was set to December 31, 2016.
Materials

Date of Actual Distribution of Definitive Information
Statement and Management Report and Other Materials January 10, 2017
held by market participants/certain beneficial owners
Date of Actual Distribution of Definitive Information

Statement and Management Report and Other Materials January 10, 2017
held by stockholders

CD Format, with a note that hard copies are available upon

State whether CD format or hard copies were distributed
request.

If yes, indicate whether requesting stockholders were

provided hard copies Yes

(1) Does the Notice of Annual/Special Stockholders’ Meeting include the following:

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

Profiles of directors (at least age, qualification, date of first appointment, experience, and Already provided in the

directorships in other listed companies) nominated for election/re-election. Annual Report and the
Definitive Information
Statement

The auditors to be appointed or re-appointed. Yes

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

The amount payable for final dividends. N/A

Documents required for proxy vote. Yes

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

2)  Treatment of Minority Stockholders

(a) State the company’s policies with respect to the treatment of minority stockholders.
(Based on Revised Manual on Corporate Governance )
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Policies

Implementation

The Board is committed to respect the rights of the minority

and allow possibilities to seek redress for violation of their
rights.

stockholders. Strict
It is the duty of the directors to promote shareholder rights,
remove impediments to the exercise of shareholders’ rights Strict

(b) Do minority stockholders have a right to nominate candidates for board of directors? Yes

K. INVESTORS RELATIONS PROGRAM

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

to a committee.

A website has been set up and updated as often as needed. Major company announcements are reviewed by Top

management and approved by the President.

2) Describe the company’s investor relations program including its communications strategy to promote effective communication
with its stockholders, other stakeholders and the public in general. Disclose the contact details (e.g. telephone, fax and email)

of the officer responsible for investor relations.

Details
(1) Objectives Through website
(2) Principles -same-
(3) Modes of Communications -same-
(4) Investors Relation Officer -Ms. Judy Anne G. Tiongco, (02) 570-2605

3)  What are the company’s rules and procedures governing the acquisition of corporate control in the capital markets, and
extraordinary transactions such as mergers, and sales of substantial portions of corporate assets? N.A., under Corporate

Rehabilitation
L. CORPORATE SOCIAL RESPONSIBILITY INITIATIVES

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

Initiative

Beneficiary

1. Adopt-a-River Program/River Clean-up

Five (5) Barangays inside the VMC
Compound

2. Tree Planting Activity at the VMC Compound and its properties including government
permitted quarries for VMC. Implementation of this program is in collaboration with
various government agencies, e.g. DENR, PEMO and LGU’s

Various VMC Communities

3. Scholarship grant through the Sugar Industry Foundation, Inc. (SIFI)

VMC team members’ dependents

4. Daily consultations at the VMC Clinic including dental services

VMC team members and
dependents and surrounding
community residents

5. Bloodletting Drive in coordination with the Philippine National Red Cross

VMC team members and
dependents and surrounding
community residents

6. Regular fire and earthquake evacuation drills being conducted to ensure proper
responses to Emergency and disaster situation.

VMC team members

7. VMC Emergency Rescue Team (ERT) responds to various concerns during calamities

Whole VMC Community

8. Golf Grassroots Program

Children of indigent parents below
18 years old

9. 3" Interschool On-the-Spot Art Contest

Negros Island Region

10. St. Joseph the Worker Chapel restoration work

St. Joseph the Worker Chapel

M. BOARD, DIRECTOR, COMMITTEE AND CEO APPRAISAL

Disclose the process followed and criteria used in assessing the annual performance of the board and its committees, individual

director, and the CEO/President.
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