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SECURITIES AND EXCHANGE COMMISSION
SEC FORM - ACGR

ANNUAL CORPORATE GOVERNANCE REPORT

GENERAL INSTRUCTIONS

Use of Form ACGR

This SEC Form shall be used to meet the requirements of the Revised Code of Corporate Governance.

Preparation of Report

These general instructions are not to be filed with the report. The instructions to the various captions of the form
shall not be omitted from the report as filed. The report shall contain the numbers and captions of all items. If
any item is inapplicable or the answer thereto is in the negative, an appropriate statement to that effect shall be
made. Provide an explanation on why the item does not apply to the company or on how the company’s practice

differs from the Code.

Signature and Filing of the Report

>

Three (3) complete sets of the report shall be filed with the Main Office of the Commission.

B. At least one complete copy of the report filed with the Commission shall be manually signed.
C. Allreports shall comply with the full disclosure requirements of the Securities Regulation Code.
D. This report is required to be filed annually together with the company’s annual report.

Filing an Amendment

Any material change in the facts set forth in the report occurring within the year shall be reported through SEC
Form 17-C. The cover page for the SEC Form 17-C shall indicate “Amendment to the ACGR”.
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A. BOARD MATTERS

1)

Board of Directors

|| Number of Directors per Articles of Incorporation

E

| Actual number of Directors for the year

IE

(a) Composition of the Board

Complete the table with information on the Board of Directors:

Type Date last
[Executive !f norr!inee, Nominator in elected (if Elected No. of
(ED), Non- identify the . ID, state years
. . the last election when
Director’s Name Executive principal (if D, state the Date first the e served
(NED) or . . elected number of . as
Independent relatlonsl‘up with years / Speflal director
Director the nominator) served as Meeting)
(1ID)] ID)*
Felipe U. Yap ED F.Yap June 7, April 27, Annual 36 yrs.
Securities, 1979 2015 Meeting
Incorporated
Bryan U. Yap ED F.Yap April 18, April 27, | Annual 21 yrs.
Securities, 1994 2015 Meeting
Incorporated
Eduardo A. ID n/a Ranulfo April 17, April 27, Annual 26 yrs.
Bangayan Fernandez, Jr. 1989 2015 Meeting
(No relation)
Rene F. Chanyungco ED F.Yap April 19, April 27, | Annual 11 yrs.
Securities, 2004 2015 Meeting
Incorporated
Ethelwoldo E. ED F.Yap April 16, April 27, Annual 14 yrs.
Fernandez Securities, 2001 2015 Meeting
Incorporated
Rodolfo S. Miranda ID n/a Gerard I. April 21, April 27, Annual 6 yrs.
Consolacion 2009 2015 Meeting
(No relation)
Douglas John Kirwin ED F.Yap April 28, April 27, Annual 1yr.
Securities, 2014 2015 Meeting
Incorporated
Patrick K. Yap NED F.Yap April 18, April 27, | Annual 10 yrs.
Securities, 2005 2015 Meeting
Incorporated
Stephen Y. Yap NED F.Yap April 29, April 27, | Annual 2 yrs.
Securities, 2013 2015 Meeting
Incorporated

(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.

INTEGRATED MANAGEMENT SYSTEM (IMS) POLICY STATEMENT

We commit to excellence in quality, environmental protection, safety, health and security in our mining
operations and in the community of which we are a part.
We commit to become a model of a socially responsible mining organization through effective
implementation of the integrated management system — its standards, objectives, programs and

procedures.

We commit to a high compliance rating in all applicable government laws, regulations, policies and
industry standards in order to uphold a trusting and enduring relationship with all stakeholders.

! Reckoned from the election immediately following January 2, 2012.




We commit to continually improve our IMS performance by:

e Conducting safe and responsible operations utilizing the best available technologies to maximize
their impact on quality, human health, community and the environment;

¢ Developing and enhancing the organizational capabilities and employee competencies toward an
efficient and globally competitive operation;

e Motivating employees to be focused and disciplined in the performance of their jobs toward
attaining a deep sense of ownership and loyalty;

e Keeping all facilities safe, well-maintained, orderly and clean to prevent incidents;

* Promoting IMS awareness among our employees, suppliers, contractors and business partners to
encourage a sense of commitment and accountability;

e Supporting community development to assist host and neighboring communities improve their
quality of life.

We further commit to consistently implement, measure, monitor, review and openly communicate our
IMS performance to improve stakeholder confidence.

(c) How often does the Board review and approve the vision and mission? Every 10 years
(d) Directorship in Other Companies

(i) Directorship in the Company’s Group2

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

. , Corporate Name of the (Executive, Non-Executive,
Director’s Name . .
Group Company Independent). Indicate if
director is also the Chairman.
Felipe U. Yap Lepanto Consolidated Mining Chairman/CEO

Company, Shipside, Incorporated,
Lepanto Investment and
Development Corporation, Far
Southeast Gold Resources,
Incorporated, Diamond Drilling
Corporation of the Philippines and
Diamant Manufacturing & Trading
Corporation

Bryan U. Yap Lepanto Consolidated Mining Executive
Company, Shipside, Incorporated,
Lepanto Investment and
Development Corporation, Far
Southeast Gold Resources,
Incorporated, Diamond Drilling
Corporation of the Philippines and
Diamant Manufacturing & Trading
Corporation

Ethelwoldo E. Fernandez Lepanto Consolidated Mining Executive
Company and Far Southeast Gold
Resources Incorporated

Rene F. Chanyungco Far Southeast Gold Resources Executive
Incorporation, Diamond Drilling
Corporation of the Philippines and
Diamant Manufacturing & Trading
Corporation

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



(i) 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.

Felipe U. Yap

Prime Orion Philippines,
Incorporated and Zeus Holdings,
Incorporated

Executive - Chairman

(iii) Relationship within the Company and its Group

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

Director’s Name

Name of the
Significant Shareholder

Description of the relationship

Felipe U. Yap

F. Yap Securities, Inc. (FYSI)

Family

Bryan U. Yap

F. Yap Securities, Inc. (FYSI)

Family

(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:

Guidelines

Maximum Number of Directorships
in other companies

Executive Director

The optimum number of directorship
outside the Company shall be related
to the capacity of a director to
perform his duties diligently in
general. The Company’s Directors may
be members of as many boards as
they may accept or be elected into
subject to periodic evaluation by the
Nomination Committee.

The optimum number of
directorship outside the Company
shall be related to the capacity of a
director to perform his duties
diligently in general. The Company’s
Directors may be members of as
many boards as they may accept or
be elected into subject to periodic
evaluation by the Nomination
Committee.

Non-Executive Director

Same as above

Same as above

CEO

Same as above

Same as above

(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 Capital
(name of record owner) Stock
Felipe U. Yap 265,191,181 76,418,032 17%
Bryan U. Yap 3,070,294,146 498,658,038 1.77%
Eduardo A. Bangayan 33,577,140 - .02%
Rene F. Chanyungco 6,798,101 20,230,962 .01%
Ethelwoldo E. Fernandez 1 16,800,000 0%
Rodolfo S. Miranda - 3,000,000 0%




Douglas John Kirwin 1 - .0%

Patrick K. Yap 7,814,221 33,058,777 .02%

Stephen Y. Yap - 1,000,000 0%
TOTAL 3,383,821,690 654,429,877 2.00%

2) Chairman and CEO

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

Yes |:| No |Z|

Identify the Chair and CEO:

Chairman of the Board FELIPE U. YAP
CEO/President FELIPE U. YAP

(b) Roles, Accountabilities and Deliverables

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

Chairman Chief Executive Officer

1.Presides over Board and stockholders’
meeti ngs;

2. calls for special meetings of the Board
or stockholders whenever necessary
3.Ensure that the meetings of the Board
are held in accordance with the By-laws

as the Chair may deem necessary. Directs the affairs of the company;
Role 4. Supervise the preparation of the Ensures that Board decisions are
agenda of the meeting in coordination promptly implemented

with the Corporate Secretary, taking into
consideration the suggestions of the
Management and the directors;

5. Maintain qualitative and timely lines
of communication and information
between the Board and Management.

Accountabilities

Deliverables

3) Explain how the board of directors plan for the succession of the CEO/Managing Director/President and the top
key management positions? After the President, the Company has 3 levels of Vice Presidents—EVP, VP and

AVP, plus the CFO

4) Other Executive, Non-Executive and Independent Directors

Does the company have a policy of ensuring diversity of experience and background of directors in the board?
Please explain. Yes. The discretion is left with the Nomination Committee.

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

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



Executive

Non-Executive

Independent Director

Role

As COO, responsible for
the company’s
operations and reports
thereon;

Recommends the
appointment or
promotion of officers ;
Recommends the
approval of certain
contracts or
transactions;

foster the long-term
success of the
corporation, and to
sustain its
competitiveness and
profitability in a manner
consistent with its
corporate objectives and
the best interests of its
stockholders.

The Board should
formulate the
corporation’s vision,
mission, strategic
objectives, policies and
procedures that shall
guide its activities,
including the means to
effectively monitor
Management’s
performance.

Ensure the corporation’s
faithful compliance with
all applicable laws,
regulations and best
business practices.

Review and approval of
budget; appointment of
officers; ensures
compliance with
regulations; they
basically should ask the
right questions to
determine why targets
are not met, how best to
achieve targets, or
whether targets are
achievable or overly
conservative;

The Board shall ensure
that the corporation is
properly and effectively
managed and
supervised;

foster the long-term
success of the
corporation, and to
sustain its
competitiveness and
profitability in a manner
consistent with its
corporate objectives and
the best interests of its
stockholders.

The Board should
formulate the
corporation’s vision,
mission, strategic
objectives, policies and
procedures that shall
guide its activities,
including the means to
effectively monitor
Management’s
performance.

Ensure the corporation’s
faithful compliance with
all applicable laws,
regulations and best
business practices.

Oversight function,
especially over
governance matters;
review and approval of
budget;

The Board shall ensure
that the corporation is
properly and effectively
managed and
supervised;

foster the long-term
success of the
corporation, and to
sustain its
competitiveness and
profitability in a manner
consistent with its
corporate objectives and
the best interests of its
stockholders.

The Board should
formulate the
corporation’s vision,
mission, strategic
objectives, policies and
procedures that shall
guide its activities,
including the means to
effectively monitor
Management’s
performance.

Ensure the corporation’s
faithful compliance with
all applicable laws,
regulations and best
business practices.

Accountabilities

Budget; performance of
Management

Deliverables

Production and income

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

The company complies with SEC Memorandum Circular No. 16, Series of 2002, which is written into the
Qualifications for Independent Director under the Guidelines of the Nomination Committee. In the Company’s
Revised Code of Corporate Governance, the following definition of Independent Director is adopted: “a person who,

9



apart from his fees and shareholdings, is independent of management and free from any business or other

relationship which could reasonably be perceived to, materially interfere with his exercise of independent judgment
in carrying out his responsibilities as a director”.

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. SEC regulations are deemed written into the Company’s Revised
Code of Corporate Governance. The Company will therefore comply with the 5-year limit, the reckoning of which

started in 2012.

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

(a) Resignation/Death/Removal

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

Name

Position

Date of Cessation

Reason

(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.

(including the frequency of election) and the criteria employed in each procedure:

Procedure H

Process Adopted

Criteria

a. Selection/Appointment

(i) Executive Directors

The Nomination Committee
(NC) accepts written
nomination letters and such is
taken up (qualifications and
disqualifications are
determined) at the NC meeting
at least 1 month prior to the
annual stockholders’ meeting

1. He shall have at least 1
share of stock of the
Company;

2. He shall be at least a
college graduate or he shall
have been engaged or
exposed to the business of
the Company for at least 5
years;

3. He shall possess
integrity/probity; and

4. He shall be assiduous).

5. Should be “full-time” in the
management of the
Company’s affairs. For the
purposes hereof, affiliates or
wholly-owned subsidiaries of
the Company or corporations
controlled by the family of
the concerned director shall
not be deemed as another
corporation.

6. Has none of the
disqualifications set forth
below.

(i) Non-Executive Directors

The Nomination Committee
(NC) accepts written

1. He shall have at least 1
share of stock of the

Provide details of the processes adopted

10



nomination letters and such is
taken up (qualifications and
disqualifications are
determined) at the NC meeting
at least 1 month prior to the
annual stockholders’ meeting.

Other than the criteria listed
herein, the NC also considers
the following during its
meeting:

1. The nature of the business
of the Corporations where the
nominee is a director;

2. Age of the director;

3. Number of
directorships/active
memberships and officerships
in other corporation or
organizations; and

4. Possible conflict of interest;

Company;

2. He shall be at least a
college graduate or he shall
have been engaged or
exposed to the business of
the Company for at least 5
years;

3. He shall possess
integrity/probity; and

4. He shall be assiduous).
5. Has none of the
disqualifications set forth
below.

(iii) Independent Directors

The Company discloses to the
SEC and the PSE at least 2
months prior to the annual
meeting the date of the annual
meeting and the deadline and
requirements for nomination
of independent director; The
NC accepts the written
nomination letters and takes it
up (qualifications and
disqualifications are
determined) at the NC meeting
at least 1 month prior to the
annual stockholders’ meeting.

Other than the criteria listed
herein, the NC also considers
the following during its
meeting:

1. The nature of the business
of the Corporations where the
nominee is a director;

2. Age of the director;

3. Number of
directorships/active
memberships and officerships
in other corporation or
organizations; and

4. Possible conflict of interest;
5. The optimum number of
directorship outside the
Company shall be related to
the capacity of a director to
perform his duties diligently in
general.

6. Subject to the foregoing.

In addition to the criteria
above:

1.Is not a director or officer or
substantial stockholder
(stockholder owning at least
10% of outstanding shares) of
the Company or of its related
Companies or any of its
substantial shareholders
(other than as an
Independent Director of any
of the foregoing);

2. Is not a relative of any
director, officer or substantial
shareholder of the Company,
any of its related companies
or any of its substantial
shareholders. For this
purpose, relatives includes
spouse, parent, child,
brother, sister, and the
spouse of such child, brother
or sister;

3. Is not acting as a nominee
or representative of a
substantial shareholder of the
Company, any of its related
companies or any of its
substantial Shareholders;

4. Has not been employed in
any executive capacity by the
Company, any of its related
companies or by any of its
substantial shareholders
within the last 5 years;

5. Is not retained as
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The Company’s Directors may
be members of as many
boards as they may accept or
be elected into subject to
periodic evaluation by the NC.

professional adviser by the
Company, any of its related
companies or any of its
substantial shareholders
within the last 5 years, either
personally of through his
firm;

6. Has not engaged and does
not engage in any transaction
with the Company or with
any of its related companies
or with any of its substantial
shareholders, whether by
himself or with other persons
or through a firm of which he
is a partner or a company of
which he is a director or
substantial shareholder,
other than transactions which
are conducted at arm’s length
and are immaterial or
insignificant.

b. Re-appointment-

(i) Executive Directors

Appointed by the Board at the
organizational meeting after
the annual meeting

(i) Non-Executive Directors

NOT APPLICABLE AS
DIRECTORS ARE ELECTED, NOT
APPOINTED

(iii) Independent Directors

NOT APPLICABLE AS
DIRECTORS ARE ELECTED, NOT
APPOINTED

c. Permanent Disqualification

(i) Executive Directors

Determined by the NC, based
on complaints or on its own
information, during the NC
Meeting

1. Any person finally
convicted judicially of an
offense involving moral
turpitude or fraudulent act or
transgressions finally found
by the Commission or a court
or other administrative body
to have willfully violated, or
willfully aided, abetted,
counseled, induces or
procured the violation of, any
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;

2.Any person judicially
declared to be insolvent;

3. Any person finally found
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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
paragraphs; and

4. Conviction by final
judgment of an offense
punishable by imprisonment
for a period exceeding six (6)
years prior to the date of his
election or appointment.

(i) Non-Executive Directors

Same as above

Same as above

(iii) Independent Directors

Same as above

Same as above

d. Temporary Disqualification

(i) Executive Directors

Same as above

1. 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 along as his refusal
persists;

2. 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;

3. 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;

4. Being under preventive
suspension as an officer or
employee of the Company;

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

(i) Non-Executive Directors

Same as above

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

2. 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;

3. 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;

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

(iii) Independent Directors

Same as above

In addition to the above:

1. He becomes an officer or
employee of the Company or
of its related companies or
substantial shareholder of the
Company (owning at least
10% of the outstanding
capital stock);

2. His beneficial security
ownership exceeds 10% of
the outstanding capital stock
of the Company;

e. Removal

(i) Executive Directors

A complaint or petition is filed
with the NC. NC takes up the
compliant/petition, then
recommends appropriate
action to the Board.

Same grounds for permanent
or temporary disqualification;
in addition, infidelity to the
Company or actions/ conduct
inimical to the interest of the
company

(i) Non-Executive Directors

Same as above

Same grounds for permanent
or temporary disqualification;
in addition, infidelity to the
Company or actions/ conduct
inimical to the interest of the
company
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Same grounds for permanent
or temporary disqualification;
in addition, infidelity to the
Company or actions/ conduct
inimical to the interest of the
company

f. Re-instatement Not applicable; a director may be re-elected at an annual meeting , but not
reinstated in the interim unless a vacancy occurs and the disqualified director becomes qualified
in the meantime

(iii) Independent Directors Same as above

(i) Executive Directors

(i) Non-Executive Directors

(iii) Independent Directors

g. Suspension

(i) Executive Directors Same as removal Same as removal
(i) Non-Executive Directors Same as removal Same as removal
(iii) Independent Directors Same as removal Same as removal

Voting Result of the last Annual General Meeting

Name of Director Votes Received
Felipe U. Yap 120,576,940,201
Bryan U. Yap 120,576,940,201
Eduardo A. Bangayan 120,576,940,201
Rene F. Chanyungco 120,576,940,201
Ethelwoldo E. Fernandez 120,576,940,201
Rodolfo S. Miranda 120,576,940,201
Douglas John Kirwin 120,576,940,201
Patrick K. Yap 120,576,940,201
Stephen Y. Yap 120,576,940,201

6) Orientation and Education Program

(a) Disclose details of the company’s orientation program for new directors, if any.
New directors are invited to visit/ flown to the mine site to get oriented on the company’s operations;
they are advised on the company’s policies especially in respect of directors’ reportorial and disclosure
requirements.

(b) State any in-house training and external courses attended by Directors and Senior Management3 for the past
three (3) years: NONE

(c) Continuing education programs for directors: programs and seminars and roundtables attended during the
year. NONE

Name of Date of Trainin Program Name of Training
Director/Officer & J Institution

* Senior Management refers to the CEO and other persons having authority and responsibility for planning, directing
and controlling the activities of the company.
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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 C‘o nduct & Directors Senior Management Employees
Ethics
The Director should All officers and employees
not use his position to are expected to be loyal All officers and employees
profit or gain some to the Company. Atall are expected to be loyal to
benefit or advantage times, they should avoid the Company. At all times,
for himself and/or his situations where their they should avoid situations
related interests. He personal interest may where their personal
should avoid situations | conflict directly or interest may conflict directly
that may compromise indirectly with the or indirectly with the
his impartiality. If an Company’s interest. No Company’s interest. No
actual or potential specific definition of such | specific definition of such a
conflict of interest may | a situation appears situation appears
arise on the part of a practicable in view of the | practicable in view of the
director, he should many different forms in many different forms in
fully and immediately which conflict or apparent | which conflict or apparent
disclose it and should conflicts of interest may conflicts of interest may
not participate in the arise. In general, thereis a | arise. In general, there is a
decision-making possible conflict of possible conflict of interest
process. A Director interest whenever an whenever an officer or
who has a continuing officer or employee or a employee or a member of
(a) Conflict of Interest | material conflict of member of his immediate | his immediate family is
interest should family is doing business doing business with the
seriously consider with the company or has company or has direct or
resigning from his direct or indirect interest indirect interest in any
position. in any transaction with transaction with the
the Company (e.g. Company (e.g. customers
customers and suppliers) | and suppliers) and the
and the interest is to such | interest is to such an extent
an extent or of such a or of such a nature as would
nature as would influence | influence or prejudice his
or prejudice his decision decision or official
or official functions. functions.
In case of doubt, the In case of doubt, the officer
officer or employee or employee should disclose
should disclose to higher to higher management
management officials officials present and future
present and future acts or | acts or undertakings that
undertakings that may may give rise to a conflict of
give rise to a conflict of interest situation
interest situation
1. A director should The Company is The Company is committed
conduct fair business committed to being a to being a good corporate
transactions with the good corporate citizen. It | citizen. It shall do its share
(b) Conduct of corporation, and to shall do its share in in national development
Business and Fair ensure that his national development and growth of the host
Dealings personal interest does | and growth of the host community. It shall pay all
not conflict with the community. It shall pay taxes due accurately and
interests of the all taxes due accurately promptly. Adherence to
corporation. and promptly. Adherence | legal processes and statutes
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2. Devote the time and
attention necessary to
properly and
effectively perform his
duties and
responsibilities.

to legal processes and
statutes shall be its guide
at all times.

shall be its guide at all
times.

(c) Receipt of gifts from
third parties

(d) Compliance with
Laws & Regulations

The Board shall ensure
the corporation’s
faithful compliance
with all applicable
laws, regulations and

best business practices.

The Company is
committed to being a
good corporate citizen. It
shall do its share in
national development
and growth of the host
community. It shall pay
all taxes due accurately
and promptly. Adherence
to legal processes and
statutes shall be its guide
at all times.

The Company is committed
to being a good corporate
citizen. It shall do its share
in national development
and growth of the host
community. It shall pay all
taxes due accurately and
promptly. Adherence to
legal processes and statutes
shall be its guide at all
times.

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

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

On first joining the
company, every employee
is required to sign a
“Confidential Information,
Inventions and
Developments
Agreement.” Such
agreement obligates an
employee to transfer to
the company all rights to
inventions or discoveries,
to protect the company’s
trade secrets and to keep
information confidential.
Confidential information
should be available only
to Company personnel
who need to know the
same. Disclosure of
confidential information
outside the Company,
especially to competitors,
or adverse parties could
be detrimental.
Confidential information
or data should be
maintained in locked files
and storage areas and
properly disposed of in
accordance with our
records retention policy.
Also, care should be
exercised when handling
or discussing confidential
information not only
outside, but also within
the office premises to
ensure that the

On first joining the
company, every employee is
required to sign a
“Confidential Information,
Inventions and
Developments Agreement.”
Such agreement obligates
an employee to transfer to
the company all rights to
inventions or discoveries, to
protect the company’s trade
secrets and to keep
information confidential.
Confidential information
should be available only to
Company personnel who
need to know the same.
Disclosure of confidential
information outside the
Company, especially to
competitors, or adverse
parties could be
detrimental. Confidential
information or data should
be maintained in locked files
and storage areas and
properly disposed of in
accordance with our records
retention policy. Also, care
should be exercised when
handling or discussing
confidential information not
only outside, but also within
the office premises to
ensure that the confidential
information do not become
available to employees not
authorized to have access to
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confidential information
do not become available
to employees not
authorized to have access
to such information and
to non-employees and
the public. Permitting
unauthorized access to
office, mine or milling
facilities by Company
personnel likewise
constitutes breach of
confidentiality not to
mention violation of
security policies.

such information and to
non-employees and the
public. Permitting
unauthorized access to
office, mine or milling
facilities by Company
personnel likewise
constitutes breach of
confidentiality not to
mention violation of
security policies.

(f)

Use of Company
Funds, Assets and
Information

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

Assets owned by the
company, whether
physical or intangible, are
to be utilized exclusively
in the pursuit of company
business and are not for
personal use or
consumption.

Every employee of the
company shall be
responsible for the assets
under his direct control
and supervision.
Everyone shall have the
responsibility to be
mindful of appropriate
security procedures and
to be alert for situations
or conditions that may
lead to loss, destruction,
theft or misuse of
Company assets.

Confidential information
should be available only
to Company personnel
who need to know the
same. Disclosure of
confidential information
outside the Company,
especially to competitors,
or adverse parties could
be detrimental.
Confidential information
or data should be
maintained in locked files
and storage areas and
properly disposed of in
accordance with our
records retention policy.
Also, care should be
exercised when handling
or discussing confidential

Assets owned by the
company, whether physical
or intangible, are to be
utilized exclusively in the
pursuit of company business
and are not for personal use
or consumption.

Every employee of the
company shall be
responsible for the assets
under his direct control and
supervision. Everyone shall
have the responsibility to be
mindful of appropriate
security procedures and to
be alert for situations or
conditions that may lead to
loss, destruction, theft or
misuse of Company assets.

Confidential information
should be available only to
Company personnel who
need to know the same.
Disclosure of confidential
information outside the
Company, especially to
competitors, or adverse
parties could be
detrimental. Confidential
information or data should
be maintained in locked files
and storage areas and
properly disposed of in
accordance with our records
retention policy. Also, care
should be exercised when
handling or discussing
confidential information not
only outside, but also within
the office premises to
ensure that the confidential
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information not only
outside, but also within
the office premises to
ensure that the
confidential information
do not become available
to employees not
authorized to have access
to such information and
to non-employees and
the public. Permitting
unauthorized access to
office, mine or milling
facilities by Company
personnel likewise
constitutes breach of
confidentiality not to
mention violation of
security policies.

information do not become
available to employees not
authorized to have access to
such information and to
non-employees and the
public. Permitting
unauthorized access to
office, mine or milling
facilities by Company
personnel likewise
constitutes breach of
confidentiality not to
mention violation of
security policies.

(g) Employment &
Labor Laws &
Policies

The company is
committed to a policy of
recruiting, promoting and
supporting the
professional growth of, a
globally competitive work
force through equal
employment
opportunities.
Determinations regarding
the hiring of applicants
and subsequent
employee actions such as
training, compensation
and promotion shall be
made and communicated
in a manner which
ensures that no
discrimination on the
basis of gender, sexual
preference/orientation,
age, religion or disability
occurs unless justified by
the nature or
requirements of work. A
work environment free
from harassment and
intimidation shall be
maintained for all
employees at all times.

The company is
committed to ensure and
maintain a healthy and a
health- conscious
workforce. It shall
continue to provide
health programs that are
geared towards the total

The company is committed
to a policy of recruiting,
promoting and supporting
the professional growth of,
a globally competitive work
force through equal
employment opportunities.
Determinations regarding
the hiring of applicants and
subsequent employee
actions such as training,
compensation and
promotion shall be made
and communicated in a
manner which ensures that
no discrimination on the
basis of gender, sexual
preference/orientation, age,
religion or disability occurs
unless justified by the
nature or requirements of
work. A work environment
free from harassment and
intimidation shall be
maintained for all
employees at all times.

The company is committed
to ensure and maintain a
healthy and a health-
conscious workforce. It
shall continue to provide
health programs that are
geared towards the total
prevention and/or
elimination of illnesses
common to underground
mining operations
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2)

3)

prevention and/or
elimination of illnesses
common to underground
mining operations.
Adherence to legal
processes and statutes
shall be its guide at all
times.

Adherence to legal
processes and statutes shall
be its guide at all times.

(h) Disciplinary action

o In case of first
violation, the subject
person shall be
reprimanded.

o Suspension from
office shall be imposed
in case of second
violation. The duration
of the suspension shall
depend on the gravity
of the violation.

o For third violation,
the maximum penalty
of removal from office
shall be imposed.

8.2. The commission
of a third violation of
this manual by any
member of the board
of the company or its
subsidiaries and
affiliates shall be a
sufficient cause for
removal from
directorship.

Violations of the Code of
Conduct are deemed
serious offenses which
may result in disciplinary
action, suspension,
dismissal or may result in
civil action by the
company. In addition,
violations of the Code of
Conduct which are also
violations of law may
result in fines, penalties
or other legal remedies.
The Code of Conduct of
the Company provides for
a Table of Disciplinary
Actions

Violations of the Code of
Conduct are deemed
serious offenses which may
result in disciplinary action,
suspension, dismissal or
may result in civil action by
the company. In addition,
violations of the Code of
Conduct which are also
violations of law may result
in fines, penalties or other
legal remedies.

The Code of Conduct of the
Company provides for a
Table of Disciplinary Actions

(i) Whistle Blower

none

Each employee is
responsible for his or her
own compliance with the
Code of Conduct

All alleged violations will
be fully investigated and
employees reporting any
such matter should fear
no reprisal.

Each employee is
responsible for his or her
own compliance with the

Code of Conduct.

All alleged violations will be
fully investigated and
employees reporting any
such matter should fear no
reprisal.

(j) Conflict Resolution

Settlement of conflicts
or cases are discussed
and approved at the
Board level.

The Company exhausts all
avenues for settlement of
conflicts prior to resorting
to judicial action, and
even after the matter has
been lodged with the
courts.

The Company exhausts all
avenues for settlement of
conflicts prior to resorting
to judicial action, and even
after the matter has been
lodged with the courts.

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

Discuss how the company implements and monitors compliance with the code of ethics or conduct. For officers

and employees, the Human Resource and Adminstration Dept monitors compliance with the Code of Business

Ethics. For the Directors, complaints may be lodged with the Nomination Committee, who will investigate the
matter.
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4)

Related Party Transactions

(a) Policies and Procedures

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

Board.

Related Party Transactions

Policies and Procedures

(1) Parent Company

Not applicable

(2) Joint Ventures

All transactions are on arm’s length basis.

(3) Subsidiaries

All transactions are on arm’s length basis.

The parent company provides assistance to wholly-owned
subsidiaries in the importations of equipment, parts and
supplies as the subsidiaries do not have import permits and
credit lines with banks.

Once the importations are consummated, subsidiaries are
billed for the total costs of importations including the related
applicable taxes. No mark-up or service fees are charged to
the subsidiaries.

Assistance in operations are also provided in the form of
shared mining costs, use of facilities like and housing,
equipment and men and of the company plane as well as
consumption of materials and with regard to Far Southeast
Gold resources, Inc., a joint venture mining company which
is 60%- owned by Lepanto. The arrangment is covered by a
written contract. On a monthly basis, the company requests
for reimbursements from FSGRI.

Assistance are also rendered to associates in the form of
shared rental costs, use of equipment and mill laboratory
and of materials and supplies. Monthly requests for
reimbursements are issued.

Parent company transacts business with subsidiaries for
drilling, warehousing, cargo handling and transportation.
Pricing of these services are on arm’s length basis and
competitive. Billings and invoices are issued by the
subsidiaries to the parent company.

Associates render insurance services to the companies at
competitive prices. Invoices are issued to the companies and
are recorded as Payables.

On a monthly basis, intercompany reconciliations are
performed to account balances between companies.

(4) Entities Under Common Control

All transactions are on arm’s length basis.

(5) Substantial Stockholders

Shareholders provide advances to the Company from time to
time

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

Not applicable. There are no transactions with officers or
their families.

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

Not applicable. There are no transactions with directors or
their families.

(8) Interlocking director relationship
of Board of Directors

Some of the Company’s officers are directors also of an
associate where the Company has a 20% interest.

(b) Conflict of Interest

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

21



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)
N