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1.0 Introduction

The purpose of this Internal Audit Charter is to provide clear understanding of the purpose,
authority and responsibilities of the Internal Audit Department (IAD) under the governance
policies defined by Management and Audit Committee of DMCI HOLIDINGS,
INCORPORATED AND SUBSIDIARIES (DMCI GROUP).

This Internal Audit Charter represents the general authorization from Management to conduct
a certain scope of assurance and consulting work for the organization. The specific
authorization is embodied in the Internal Audit Plan which is initiated by the President and
approved by the Audit Committee.

Internal Auditing is an independent and objective assurance and consulting activity that is
guided by a philosophy of adding value to improve the operations of DMCI GROUP. It assists
the DMCI GROUP in accomplishing its objectives by bringing a systematic and disciplined
approach to evaluate and improve the effectiveness of the organization’s governance, risk
management and internal controls.

2.0 Mandate

Applicable IIA Standards

1000 — Purpose, Authority, and Responsibility

The purpose, authority, and responsibility of the internal audit activity must be formally
defined in an internal audit charter, consistent with the Definition of Internal Auditing, the
Code of Ethics, and the Standards. The chief audit executive must periodically review the
internal audit charter and present it to senior management and the board for approval.

1000.A1 — The nature of assurance services provided to the organization must be defined
in the internal audit charter. If assurances are to be provided to parties outside the
organization, the nature of these assurances must also be defined in the internal audit
charter.

1000.C1 — The nature of consulting services must be defined in the internal audit charter.

1010 — Recognition of the Definition of Internal Auditing, the Code of Ethics, and the
Standards in the Internal Audit Charter

The mandatory nature of the Definition of Internal Auditing, the Code of Ethics, and the
Standards must be recognized in the internal audit charter. The chief audit executive should
discuss the Definition of Internal Auditing, the Code of Ethics, and the Standards with senior
management and the board.
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3.0 Purpose

The IAD was established by Senior Management and Audit Committee to assist DMCI
GROUP in evaluating and improving the effectiveness of its risk management, controls and
governance processes; and add value to the organization by helping it accelerate its business
performance.

4.0 Professionalism

The internal audit activity will govern itself by adherence to the Institute of Internal Auditor’s
mandatory guidance including the Definition of Internal Auditing, the Code of Ethics, and the
International Standards for the Professional Practice of Internal Auditing (Standards).
This mandatory guidance constitutes principles of the fundamental requirements for the
professional practice of internal auditing and for evaluating the effectiveness of the internal
audit activity’s performance.

The Institute of Internal Auditors’ Practice Advisories, Practice Guides, and Position Papers
will also be adhered to as applicable to guide operations. In addition, the internal audit activity
will adhere to DMCI GROUP’s relevant policies and procedures and the internal audit activity’s
manual.

5.0 Authority

The IAD, with strict accountability for confidentiality and safeguarding of records and
information, is authorized full, free, and unrestricted access to any and all of DMCI GROUP’s
documents, records, information, systems and applications, physical properties, and
personnel pertinent to carrying out any engagement. All employees are requested to assist
the internal audit activity in fulfilling its roles and responsibilities. The IAD will also have free
and unrestricted access to the Audit Committee.
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6.0 Organization

The Chief Audit Executive (CAE) will report functionally to the Audit Committee and
administratively (i.e., day to day operations) to the President. In the absence of an Audit
Committee, the CAE will report directly to a governing body separate from management or to
the Chairman of the Board.

The Audit Committee of DMCI GROUP will perform the following:

e Approve the Internal Audit Charter and Internal Audit Manual

e Approve the risk-based Internal Audit Plan

e Approve the Internal Audit Budget and Resource Plan

o Receive communications from the CAE on the internal audit activity’s performance relative
to its plan and other matters

e Approve decisions regarding the appointment and removal of the CAE

e Make appropriate inquiries of Management and the CAE to determine whether there is
inappropriate scope or resource limitation.

The CAE will communicate and interact directly with the Audit Committee, including in
executive sessions and between Board meetings as appropriate and necessary.

7.0 Independence and Objectivity

Independence is achieved through the organizational status of the IAD and the objectivity of
each internal auditor. The IAD shall remain free from interference by any element in the
organization, including matters of audit selection, scope, procedures, frequency, timing or
report content to permit maintenance of a necessary independent and objective mental
attitude.

Each internal auditor must possess an objective attitude and must be in a sufficiently
independent position to be able to exercise judgment, express opinions and present
recommendations with impartiality. Specifically:

e The IAD, notwithstanding its employment by DMCI GROUP, must be free from any conflict
of interest arising either from professional or personal relationships or other interests in
DMCI GROUP or related activity, which it may subject to audit.

e The IAD must be free from undue influence, which either restricts or modifies the scope or
conduct of its work or overrules or significantly affects its judgment as to the content of any
internal audit reports.
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The Internal Audit Department will have no direct operational responsibility or authority over
any of the activities audited. Accordingly, they will not implement internal controls, develop
procedures, install systems, prepare records, or engage in any other activity that may impair
internal auditor's judgment. Also, they are not to accept any responsibility for non-audit
functions or duties or operational responsibilities that are or may be subjected to internal audit
assessments so as not to impair independence and objectivity.

Internal auditors will exhibit the highest level of professional objectivity in gathering, evaluating,
and communicating information about the activity or process being examined. Internal auditors
will make a balanced assessment of all the relevant circumstances and not be unduly
influenced by their own interests or by others in forming judgments.

The CAE will confirm to the Audit Committee, at least annually, the organizational
independence of the internal audit activity.

8.0 Scope and Responsibilities

The Audit Universe of the IAD of DMCI Holdings, Incorporated (DMCI HI) includes all
processes and departments of the DMCI GROUP (DMCI Holdings, Inc. and its subsidiaries).
IAD of DMCI HI will oversee the Internal Audit function of the subsidiaries through quarterly
reporting and quality assessments. Subsidiaries without an internal audit function shall be
automatically included in the audit scope of DMCI HI IAD until the subsidiaries are able to hire
their own Internal Auditor.

The scope of internal auditing encompasses, but is not limited to, the examination and
evaluation of the adequacy and effectiveness of the organization’s governance, risk
management and internal controls as well as the quality of performance in carrying out
assigned responsibilities to achieve DMCI GROUP’s goals and objectives. This includes:

o Evaluating risk exposure relating to achievement of the organization’s strategic objectives;

¢ Monitoring and evaluating the adequacy and effectiveness of the organization’s risk
assessment;

o Evaluating the reliability and integrity of information and the means used to identify,
measure, classify, and report such information;

o Evaluating the systems established to ensure compliance with those policies, plans,
procedures, laws and regulations which could have a significant impact on the
organization;

¢ Evaluating the means of safeguarding assets and, as appropriate, verifying the existence
of such assets;

o Evaluating the effectiveness and efficiency with which resources are employed,;
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e Evaluating operations and programs to ascertain whether results are consistent with
established objectives and goals and whether the operations or programs are being
carried out as planned;

e Monitoring and evaluating governance processes such as promotion of ethics and values,
performance management, communication of risk and control and other information to
appropriate units and level of management;

e Providing inputs to Audit Committee, as appropriate, in evaluating the quality of
performance of external auditors such as the degree of coordination with internal audit

o Performing consulting services related to governance, risk management and control such
as facilitation, training and advice, as appropriate for the organization

e Reporting periodically on the internal audit activity’s purpose, authority, responsibility, and
performance relative to its plan

e Reporting significant risk exposures and control issues, including fraud risks, governance
issues, and other matters needed or requested by the Audit Committee or the President

e Evaluating specific operations at the request of the Management or Audit Committee, as
appropriate.

9.0 Internal Audit Plan

The CAE, at least annually, will submit to the Audit Committee an internal audit plan for review
and approval. The internal audit plan will consist of a work schedule as well as any resource
requirements for the applicable calendar year. The CAE will communicate the impact of
resource limitations and significant interim changes to the Audit Committee.

The internal audit plan will be developed based on a prioritization of the audit universe using
a risk-based methodology, including inputs of Senior Management and the Audit Committee.
The CAE will review and adjust the plan, as necessary, in response to changes in the
organization’s business, risks, operations, programs, systems and controls. Any significant
deviation from the approved internal audit plan will be communicated to the Audit Committee
through periodic reports.

10.0 Reporting and Monitoring

Written internal audit reports will be prepared and issued to Management following the
completion of each internal audit engagement.

The internal audit reports will be discussed with the Management of the units audited, and
their responses and corrective actions taken or to be taken with regards to specific findings
and recommendations are incorporated before the report is finalized and distributed.
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Management’s response should include a timetable for anticipated completion of action plans
and/or an explanation for any corrective action that will not be implemented.

Reports highlighting significant audit findings and recommendations shall be provided to the
Chairman of the Audit Committee and reported during Audit Committee meetings.

The internal audit activity will be responsible for appropriate follow-up on engagement findings
and recommendations. All significant findings will remain as open issues until cleared.

The IAD will also periodically report to the Audit Committee on the internal audit activity’s
purpose, authority, and responsibility as well as performance relative to its plan.

The Chief Executive Officer (CEO) and the CAE will attest in writing, at least annually, as to
whether the internal audit, controls and compliance system is in place and working effectively.
This annual attestation will be signed by the CAE, the Chairman of the Audit Committee, the
President and the CEO.

11.0 Quality Assurance and Improvement Program (QAIP)

The internal audit activity will maintain a Quality Assurance and Improvement Program (QAIP)
that covers all aspects of the internal audit activity. The program will include an evaluation of
the internal audit activity’s conformance with the Definition of Internal Auditing and the
Standards and an evaluation of whether internal auditors apply the Code of Ethics. The
program also assesses the efficiency and effectiveness of the internal audit activity and
identifies opportunities for improvement.

The CAE will communicate to senior management and the Audit Committee on the internal
audit activity’'s QAIP, including results of periodic internal quality assessments and
external quality assessments conducted at least every five years.

12.0 Fraud Limitation

The identification and prevention of fraud is clearly a management responsibility. Internal Audit
is capable of assisting Management to identify the key fraud risks facing the various
departments or business units based on fraud indicators (red flags) and can assist
Management in identifying appropriate controls that could minimize the effects of such risks.
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13.0 Site Visits

Internal audit service may require visits to all DMCI GROUP’s business and site locations
based on the approved Internal Audit Plan.

14.0 Management’s Responsibilities

The IAD, as a recommendatory body, only functions in an advisory capacity. The primary
responsibility for ensuring that DMCI GROUP maintains an adequate system of internal
controls and are operating effectively to reduce business risks to an acceptable level rests
with its Management. Management also has the responsibility and accountability for
addressing weaknesses and inefficiencies, which have been identified in both External and
Internal Audit Reports, and for taking the necessary corrective actions.

Management shall inform IAD and the Chief Financial Officer for any significant internal
control problems, thefts, frauds, unauthorized transactions, accounting breakdowns, large
stock shortages or surpluses, major bad debts, etc. that has come to their attention.

15.0 Amendment of Charter

The Chief Audit Executive is responsible for maintaining this Internal Audit Charter in a
current state through the conduct of an annual review. Results of this annual review shall be
reported to senior management and the Audit Committee.

Amendment of this Charter is subject to review and recommendation of the Audit Committee
and final approval of the Board of Directors.

If any provision of this Charter is declared invalid, the remainder of this or any other
provision not affected thereby shall remain in force and in effect.

/

Approved By/Date Approved By/Date

Sove:
ISIDRO A. SUNJI HONORI®O.,REYES-LAO
Chairman of the Board Chairman,

and CEO Audit Committee
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