REPUBLIC CEMENT CORPORATION
AUDIT COMMITTEE CHARTER

Pursuant to the authority vested by the Board of Directors of Republic Cement
Corporation (“Corporation”) and in compliance with the requirements of Securities
and Exchange Commission Circular No. 5, series of 2003, and the Manual on
Corporate Governance of the Corporation, the Board of Directors of the Corporation
hereby adopts this Charter to set forth the duties and responsibilities of the Audit
Committee and its members, and to lay down the rules and procedures that shall
govern the conduct and performance of the duties of the Audit Committee.

Article 1.

a.

Membership

Composition

The Audit Committee shall be composed of at least three (3) members of the Board
of Directors, provided that at least one member of the Audit Committee shall be an
independent director who shall act as the Chairman. The Audit Committee may
include such additional members as may be required for the requirements and
complexity of the business of the Corporation
b.

Qualifications

Each member of the Audit Committee shall have an adequate understanding of the
Corporation’s financial management systems and environment.
c.

Term

The members of the Audit Committee shall be elected at the annual organizational
meeting of the Board of Directors. The members (except the first members) shall
have a term of one year, or until their successors are elected and qualified.
d.

Vacancy

Any vacancy in the Audit Committee caused by death, resignation, disqualification or
any other cause may be filled by a majority vote of the directors present in a Board of
Directors meeting at which a quorum is present. The member so elected shall hold
office for the remainder of the term of his predecessor, or until his successor shall be
duly elected and qualified.
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Article 2.
a.

Powers, Duties and Responsibilities of Audit Committee

Access to Auditors and Management

The Audit Committee shall have unlimited direct access to the internal and external
auditors of the Corporation, as well as to the management and staff of the
Corporation, particularly the President and the Chief Financial Officer. In this
connection, the Audit Committee may request the auditors and the management of
the Corporation to be present at such meeting of the Audit Committee as the Audit
Committee may require.
b.

Review of Audit Procedures

The Audit Committee shall:

c.

i.

review and approve all audit plans, scope and frequency of the audit
of the Corporation;

ii.

review and approve the internal audit plan that management shall
propose;

iii.

perform direct interface functions with the internal and external
auditors;

iv.

check all financial reports against compliance with pertinent
accounting standards, including regulatory requirements; and

v.

develop a transparent financial management system that will ensure
the integrity of internal activities throughout the Corporation.

Standards for Accounting and Auditing

The Audit Committee shall elevate to international standards the accounting and
auditing processes, practices and methodologies of the Corporation.
d.

Oversight

The Audit Committee shall perform oversight financial management functions,
particularly in the areas of managing credit, market, liquidity, operational, legal and
other risks of the Corporation, as well as in crisis management.

Article 3.

Internal Audit Guidelines

The Audit Committee shall consider the following guidelines in their review and
approval of the scope and frequency of the audit of the Corporation and the annual
internal audit plan that management shall propose:
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a.

Internal Audit

The Corporation shall have in place an internal audit function which shall be
performed by an internal auditor or a group of internal auditors, through which the
Board, senior management, and shareholders shall be provided with reasonable
assurance that its key organizational and procedural controls are effective,
appropriate, and complied with. The internal audit activities shall be conducted in
accordance with the Standards for the Professional Practice of Internal Auditing.
The minimum internal control mechanisms for management’s operational
responsibility shall center on the President, being ultimately accountable for the
organizational and procedural controls of the Corporation.
b.

Factors for Organizational and Procedural Control

The scope and particulars of the organizational and procedural controls of the
Corporation shall be based on the following factors:

c.

i.

the nature and complexity of the business;

ii.

the volume, size and complexity of the business transactions;

iii.

the degree of risk;

iv.

the degree of centralization and delegation of authority;

v.

the extent and effectiveness of information technology; and

vi.

the extent of regulatory compliance.

Scope of Internal Audit

The scope of the internal audit examination shall cover the following:

d.

i.

an evaluation of the adequacy and effectiveness of controls pertaining
to the governance, operations and information systems of the
Corporation, including the reliability and integrity of financial and
operational information;

ii.

effectiveness and efficiency of operations;

iii.

safeguarding of assets; and

iv.

compliance with laws, rules, regulations and contracts.

Access to Information

Pursuant to the conduct of the internal audit the internal auditors shall have free and
full access to all relevant information, data, records, properties and personnel.
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e.

Status Reports

The status reports shall summarize the recommendations of the internal auditor, the
officers who shall be responsible for implementing the recommendations and the
dates when such recommendations shall be implemented and accomplished.

Article 4.
a.

Meetings of the Audit Committee

Regular Meetings

The regular meetings of the Audit Committee shall be held at least once every
quarter and at such dates as any member of the Audit Committee may request.
b.

Special Meetings

Special meetings of the Audit Committee shall be held when called by the Chairman
of the Board of Directors of the Corporation or when requested by any member of the
Audit Committee.
c.

Notice and Conduct of Meetings

Written notice of regular or special meetings of the Audit Committee shall be sent to
the members at his or her residence or usual place of business either by (a) personal
delivery, or (b) mail, registered and postage prepaid, or (c) facsimile or telex, or (d)
electronic mail at least seven days before the day on which the meeting is to be held.
The notice shall state the time and place of the meeting but need not state the
purpose thereof. Notice of the meeting may be waived.
The meeting may be held in person or through telephone conferencing or
videoconferencing.
d.

Quorum

A majority of the members of the Audit Committee shall constitute a quorum for the
transaction of business at any meeting, and the act of the majority of the members
present at any meeting at which a quorum is present shall be the act of the Audit
Committee. In the absence of a quorum, a majority of the members present may
adjourn any meeting from time to time until a quorum is achieved. Notice of an
adjourned meeting need not be given.

Article 5.
a.

Reports of the Audit Committee

Quarterly Reports

The internal auditor shall provide regular quarterly status reports on internal audit
activities in relation to the audit plans and strategies approved by the Audit
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Committee and of material matters and events during the regular meetings of the
Audit Committee and at such times as the Audit Committee may request.
b.

Annual Report of Internal Auditor

The internal auditor shall render to the Audit Committee and to the senior
management, in relation to the audit plans and strategies approved by the Audit
Committee, an annual report on the activities, purpose, authority, responsibility and
performance of the internal of the Corporation.

Article 6.
a.

Miscellaneous Provisions

Support

The Corporate Secretary, management and personnel of the Corporation shall
provide assistance and support to the Audit Committee.
b.

Records; Confidentiality

The Corporate Secretary shall keep and have custody of the records of the Audit
Committee. Except for information that are required to be disclosed pursuant to law
or regulations issued by competent government authorities, the records shall be kept
confidential.
c.

Effectiveness

The Board of Directors have approved and adopted the Charter of the Audit
Committee this 25 September 2003 in Makati City.

