
 
 
 
 
 
November 22, 2012 

 
 
MS. JANET A. ENCARNACION 
Head, Disclosure Department 
THE PHILIPPINE STOCK EXCHANGE, INC. 
PSE Center, Exchange Road 
Ortigas Complex, Pasig City 
 
 
Gentlemen: 
 

Please refer to the attached documents in compliance to SEC Memorandum 
Circular No. 4, Series of 2012, to wit: 

 
1. Internal Audit Charter approved and signed by the Audit Committee and duly 

approved by the Board of Directors of the Corporation. 
2. Self-Assessment on Performance of Audit Committee for year 2012. 
 
Thank you and best regards. 
 
 

 
Very truly yours,   

   
 
 

PAUL B. SARIA 
Corporate Information Officer  

 



 

 
INTERNAL AUDIT CHARTER 

 
Under the Audit Committee’s charter, approved by the Board of Directors, the Committee is responsible for 
approving and reviewing an Internal Audit Charter. Accordingly, the Committee has approved the following 
charter to govern the activities of the internal audit department.  
 
Mission  
 
The mission of (the “Company”) Internal Audit (the “internal audit department”) is to provide independent, 
objective assurance and consulting services designed to add value and improve the Company’s

 
operations, by 

bringing a systematic and disciplined approach to evaluate and improve the effectiveness of corporate 
governance, risk management, and internal control processes of the organization. 
 

1. Significant financial, managerial, and operating information is accurate, reliable, and timely. 
2. Resources are acquired economically, used efficiently, and adequately protected.  
3. Risks are appropriately identified and managed.  
4. Management and employees’ actions are in compliance with policies, standards, procedures, and 

applicable laws and regulations.  
5. Significant legislative or regulatory issues impacting the Company are recognized and addressed 

appropriately.  
 
Organization  
 
The Internal Auditor 

 
is responsible for leading the internal audit department and reports directly to the 

Committee. This reporting relationship is intended to promote independence of the internal audit department,  
and appropriate coordination with the other activities of management and the Company’s independent 
external auditor. The Committee must approve the hiring and firing of the Internal Auditor.  
 
The internal audit department will be staffed and structured to meet the internal audit needs of the Company 
with personnel of an appropriate level assigned to oversee the execution of the audit plan.  
 
Responsibilities  
 
The internal audit department will comply with the Code of Ethics and the International Standards for the 
Professional Practice of Internal Auditing of The Institute of Internal Auditors (the “Standards”) and 
accordingly, shall have responsibility to: 
 

1. Develop a flexible annual audit plan using an appropriate risk-based methodology, including, as 
appropriate, any risks or control concerns identified by management, and submit that plan to the 
Committee for review and approval.  

2. Implement the annual audit plan as approved, including, as appropriate, any special tasks or 
projects requested by management and/or the Committee that are consistent with the department’s 
mission and independence.  

3. Maintain a professional audit staff with sufficient knowledge, skills, experience, and professional 
certifications to meet the requirements of this Charter. 

4. Establish a quality assurance program by which the Internal Auditor assures the operation of 
internal auditing activities.  





 
 

SELF‐ASSESSMENT ON PERFORMANCE OF AUDIT COMMITTEE (YEAR 2012) 
 

Respon-
sibilities 
under the 

Code 

Specific Areas/Dimensions (Non-exclusive 
list) 

ASSESSMENT 
Is this part of the 
Audit Committee’s 
Charter 

Has this been implemented (if 
yes, cite reference document) 

Rating (1-5) 
1=very poor, 
2=poor, 3=sat, 
4=very satisfactory 
5 = outstanding 

    
A. Setting of Committee Structure and Operation   4 
 1. Committee size  Yes. Section 10 (a) of the By-

laws 
 

 2. Independence requirement  Yes. By-laws and SEC MC No. 
16 Series of 2002 

 

 3. Qualifications, skills and attributes of 
members and Chair 

 Yes. Section 10 (b) of the By-
laws and Corporate Gov. 
Manual Article 3 (D)  

 

 4. Financial knowledge of members  Yes. Section 10 (b) of the By-
laws and Corporate Gov. 
Manual Article 3 (K) (i) 

 

 5. Succession plan for members and Chair   Yes. Section 10 (a) of the By-
laws 

 

 6. Meetings (frequency etc.) Additional guidelines 
included in new Audit 
charter 

Yes. Corporate Governance 
Manual 

 

 7. Reporting to the Board and issuance of 
certification on critical compliance issues 

Included in new Audit 
charter 

Yes. Corporate Governance 
Manual Article 3 (K) (i) (a) 

 

 8. Evaluation Included in new Audit 
charter 

Yes. Corporate Governance 
Manual Article 3 (K) (i) 

 

 9. Resources including access to outside 
advisors 

Included in new Audit 
charter 

Yes. Corporate Governance 
Manual Article 3 (K) (i) 

 

 10. Training and education Included in new Audit 
charter 

Yes. Corporate Governance 
Manual Article 3 (D) 

 

     
B. Oversight on Financial Reporting and Disclosures   5 
 1. Extent of understanding of the 

company’s business and industry in 
which it operates 

Additional guidelines 
included in new Audit 
charter 

Yes. Corporate Governance 
Manual Article 3 (K) (i) 

 

 2. Compliance with financial reporting 
regulations  

 Yes. Corporate Governance 
Manual Article 3 (K) (i) (i) 

 

 3. Recognition of management’s 
responsibility over the financial 
statements. 

 Yes. Corporate Governance 
Manual Article 3 (K) (i) 

 

 4. Appropriateness of accounting policies 
adopted by management 

 Yes. Corporate Governance 
Manual Article 3 (K) (i) (i) 

 

 5. Reasonableness of estimates, 
assumptions, and judgments used in the 
preparation of financial statements 

 Yes. Corporate Governance 
Manual Article 3 (K) (i) 

 

 6. Identification of materials errors and 
fraud, and sufficiency of risk controls 

 Yes. Corporate Governance 
Manual Article 3 (K) (i) 

 

 7. Actions or measures in case of finding of 
error or fraud in financial reporting 

 Yes. Corporate Governance 
Manual Article 3 (K) (i) 

 

 8. Review of unusual or complex 
transactions including all related party 
transactions 

 Yes. Corporate Governance 
Manual Article 3 (K) (i) 

 

 9. Determination of impact of new 
accounting standards. 

 Yes. Corporate Governance 
Manual Article 3 (K) (i) (j) 

 

 10. Assessment of financial annual and 
interim reports as to completeness, 
clarity, consistency and accuracy of 
disclosure of material information 
including on subsequent events and 
related party transactions 

 Yes. Corporate Governance 
Manual Article 3 (K) (i) (h) 

 



 
 

 11. Review and approval of management 
representation letter before submission 
to external auditor 

Additional guidelines 
included in new Audit 
charter 

Yes. Corporate Governance 
Manual Article 3 (K) (i) (b) 

 

 12. Communication of the Audit Committee 
with legal counsel covering litigation, 
claims contingencies or other significant 
legal issues that impact financial 
statements 

Additional guidelines 
included in new Audit 
charter 

Yes. Corporate Governance 
Manual Article 3 (K) 

 

 13. Fair and balance review of financial 
reports 

 Yes. Corporate Governance 
Manual Article 3 (K) 

 

 14. Assessment of correspondences 
between company and regulations 
regarding financial statement filings and 
disclosure. 

Additional guidelines 
included in new Audit 
charter 

Yes. Corporate Governance 
Manual Article 3 (K) 

 

     
C. Oversight On Risk Management And Internal Controls  5 
 1. Obtaining management’s assurance on 

the state of internal controls 
Additional guidelines 
included in new Audit 
charter

Yes. Corporate Governance 
Manual Article 3 (K) 

 

 2. Review of internal auditor’s evaluation 
on internal controls 

  Yes. Corporate Governance 
Manual Article 3 (K) (h) 

 

 3. Evaluation of internal control issues 
raised by external auditors 

  Yes. Corporate Governance 
Manual Article 3 (K) (c) 

 

 4. Assessment of control environment 
including IT systems and functions 

  Yes. Corporate Governance 
Manual Article 3 (K) (g) 

 

 5. Setting a framework for fraud prevention 
and detection including whistle blower 
program 

Additional guidelines 
included in new Audit 
charter

Yes. Corporate Governance 
Manual Article 3 (K) 

 

 6. Deliberation on findings of weakness in 
controls and reporting process  

  Yes. Corporate Governance 
Manual Article 3 (K) (c) 

 

 7. Understanding and assessment of 
identified risk  

  Yes. Corporate Governance 
Manual Article 3 (K) (c) 

 

 8. Evaluation of sufficiency and 
effectiveness of risk management 
process and policies 

  Yes. Corporate Governance 
Manual Article 3 (K) (c) 

 

 9. Preparation and implementation of a 
Business Continuity Plan 

Additional guidelines 
included in new Audit 
charter

Yes. Corporate Governance 
Manual Article 3 (K) 

 

 10. Promotion of risk awareness in the 
organization 

  Yes. Corporate Governance 
Manual Article 3 (K) (c) 

 

     
D. Oversight on Management and Internal Audit   4 
 1. Evaluation of compliance with the Code 

of Conduct for management 
Included in new Audit 
charter 

Yes. By-laws Article 3 Section 1  

 2. Communication with management and 
internal auditor 

Included in new Audit 
charter 

Yes. Corporate Governance 
Manual Article 3 (K) 

 

 3. Assessment of adequacy of resources 
and independence of internal Auditor  

Included in new Audit 
charter 

Yes. Corporate Governance 
Manual Article 3 (K) 

 

 4. Qualifications of an internal Auditor Additional guidelines 
included in new Audit 
charter 

Yes. Corporate Governance 
Manual Article 1 (k) 

 

 5. In-house or outsource internal audit 
function 

Additional guidelines 
incl in new Audit charter 

Yes. Corporate Governance 
Manual Article 3 (K) 

 

 6. Compliance with International Standards 
on the professional practice of internal 
auditing 

Additional guidelines 
included in new Audit 
charter 

Yes. Corporate Governance 
Manual Article 3 (K) 

 

 7. Review and approval of internal audit 
annual plan 

 Yes. Corporate Governance 
Manual Article 3 (K) (c) 

 

 8. Extent and scope of internal audit work  Yes. Corporate Governance 
Manual Article 3 (K) 

 

 9. Reporting process Additional guidelines 
incl in new Audit charter 

Yes. Corporate Governance 
Manual Article 3 (K) 

 

     




