Corporate Governance Report 2009

PLDTrecognizes the value of good corporate governance in buildj A N
and sustaining its long term growth and profitability. Our corpor t&&&%iﬁ}_é
governance philosophgndeavas to movebeyond mere compliace L= "%
with rules and legislatignthrough a process of delaping the proper competencias
order to establish a ethical corporate culture of principled business within the
framework of its core values of accountability, integrity, fairness and transparency.

Everyone in the company, froadirector toanemployee, is responsible for creating
this desired culture. All share in contributing to the adoption of appropriate policies and
the latter’s firm, yet everhanded enforcement. Mor@nportantly, everyonds charged
with the duty of promoting the proper attituels and mindsets to allow genuinely good
corporate governance to take root and flourish in PLDT.

PLDT's comprehensive corporate governance progsamade necessary byery
weighty reasons. First, unlikenost Philippine compaies PLDT's American Deposita
Receipts (ADRs) arstid in the New 8tk Stock Exchange (NYSE). Hemeeseek to
conform with the standards set forth in the .8 Securities Law and the NYSE Listing
Rules. Furthermore, as an investee company of various Philippine and othatesffof
First Pacific Company Limitdéfirst Pacifi¢)PLDTalso aims to conform with certain
corporate governance guidelines of First Pacific which are based on the rules of the
Hong Kong Stock Exchange in which First Pacific’'s shares are $stmhd PLDT
recognize the reputationaland commercial bend8 of good corporate governance,
factthat is supportedoy recent developments in the world economy.

Ultimately however,our most important reasorfor continuing ourgood corporate
governanceprogram is that PLDT considelis to be aduty that all corporate citizens
shouldfulfill. It is a dutywe take seriously, a duty wewe to all of our stakeholders:
shareholders, employees, customers, partners, suppliers, contractprand the
community at larg.

Our Policies

The stating point for PLDT’s corporate governance progtaraur policies.These
policieswere derived from and benchmarked against global best practices in corporate
governance, but nevertheless findlgilored to be of practical apjgation to PLDT's
unique conditions and culturePLDT’s two fundamental policies are its Corporate
Governance Manual and the Code of Business Conduct and Ethics.

Our Corporate Governanc®lanual or Governance Manualas adopted and
approved by ourBoard of Directors (Board)on September 2002. It wa®vised and
amended on Janugr30, 2007. A review ithe first quarter 0f2009 resulted inthe
retention of its current form and content without amendments.The Governance
Manual seeks to institutionalize # principles of good governance that dBoard and
Management believe to be necessary comporsenit sound business management. It
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was adopted pursuant to the Code of Corporate Governance or the Philippine SEC
Governance Code

In compliance with the Phppine SEC Governance Code and consistent with the
relevant provisions of the Securities Regulation Code and Corporation Code of the
Philippines, our Governance Manual covers the following key areas:

X

The qualifications and grounds for disqualificationd@ectorship;

The requirement that at least two or 20% of the members of our board of
directors, whichever is lesser, must be independent directors and the
standards/criteria for the determination of independent directors;

The duties and responsibiis of our board of directors and the individual
directors;

Our board committees, specifically, the governance and nomination committee,
audit committee and executive compensation committee, the composition and
the principal duties and responsibilities ich committees;

The role of our chairman in ensuring compliance with the corporate governance
principles;

The role of our president/chief executive officer in ensuring that our
organizational and procedural controls are adequate and effective to ensure
reliability and integrity of financial and operational information, effectiveness
and efficiency of operations, safeguarding of assets and compliance with laws,
rules, regulations and contracts;

The duties and responsibilities of our corporate secretasgistant corporate
secretary in terms of the support services that they need to provide our board in
upholding sound corporate governance;

The duties and responsibilities of the head of our internal audit organization that
would provide our board of diréors, management and shareholders with
reasonable assurance that our key organizational and procedural controls are
appropriate, adequate, effective and reasonably complied with;

The functions of our independent auditors that would reasonably ensure an
environment of sound corporate governance as reflected in our financial records
and reports; the requirement that neaudit work of the independent auditors
should not conflict with their function as independent auditors; the requirement
to rotate, at leastonce every five years, the independent auditors or the lead
partner assigned to handle the independent audit of our financial statements;

SEC Memorandum Circular No. 2, Series of 2002, dated April 5, 2002.
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x Our commitment to respect and promote shareholders’ rights such as voting
right, preemptive right, inspection rightlividend right, appraisal right, and right
to receive information about the background, business experience,
compensation and shareholdings of our directors and officers and their
transactions with us;

x The requirement to appoint a compliance officer ariie duties and
responsibilities of such compliance officer including the establishment of an
evaluation system to determine and measure compliance with the provisions of
our Governance Manual; and

X The penalties for violations of our Governance Manual.

Ou Code of Business Conduct and Ethics, or Code of Ethics, was adopted to
strengthen the implementation of our Governance Manual. Approved byBoard on
March 30, 2004 and subsequently updated on July 11, 2006, our Code of Ethics sets out
our business priciples and values, which aim to promote a culture of good corporate
governance in our company. It provides standards that govern and guide all business
relationships of our company, its directors, officers and employees, especially with
respect to the fdbwing:

x Compliance with applicable laws, rules and regulations;

x Ethical handling of conflicts of interest, corporate opportunities and confidential
information;

x Protection and proper use of company assets;

x Fair dealing with our employees, customersyvege providers, suppliers, and
competitors;

x Compliance with our reporting and disclosure obligations to the relevant
regulators and to investors;

x Compliance with our disclosure and financial reporting controls and procedures;
x Assessment and managemaesttrisks involved in our business endeavors; and

x Adoption of international best practices of good corporate governance in the
conduct of our business.

We alsohaveenablingpolicies adopted by ouBoardto provide specific guidelines
on the provisions othe Code of Ethics:
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(&) Conflict of Interest Policy approved on October 24, 200%is Policyaims to
ensure that workrelated actions of our directors, officers, employees and
consultants are based on sound business principles and judgment devaiasof b
or partiality. It enjoins all employees to be aware of the possibility of such bias
and patrtiality in dealings with various entities or individuals in the course of or in
relation to their work. The policy likewise mandates that employees who find
themselves in a possible conflict of interest situation should promptly disclose
the matter to the relevant authorities. If warranted, the employee concerned
should also obtain appropriate approvals and inhibit himself from any action,
transaction or decisiomvolving an existing or potential conflict of interest.

(b) Policy on Gifts, Entertainment and Sponsored Travel approved on January 31,
2006 — This Policyprovides safeguards so that the custom of giving gifts is
handled in accordance with the principled integrity, accountability, fairness
and transparencylt aims to prevent the occurrence of situations or actions that
could significantly affect objective, independent or effective performance of an
employee’s duties. Specifically, it prohibits theigtdtion of gifts, sponsored
travel, and entertainment from third parties. On the other hand, receipt and
acceptance of gifts voluntarily given by such third parties are handled according
to this polcy.

(c) Supplier/Contractor Relations Policy approved January 31, 2006 This
Policy seeks to ensure that our company upholds the highest professional
standards in business practices and ethics in its dealings with suppliers and
contractors in the procurement of goods and services. The policy seeks to
maintain PLDT’s reputation for equal opportunity and honest treatment of
suppliers in all business transactions. The policy establishes clear rules for arm’s
length transactions and fair treatment of prospective and existing suppliers with
the objective of ahays obtaining the best value for the company

(d) Policy on Employee Disclosure on Violations of the Corporate Governance
Rules, Questionable Accounting or Auditing Matters, and Offenses covered by
PLDT's Table of Penalties (Expanded WhistleblowingyPafpproved on May 9,
2006 — This Policyprovides guidelines on handling employee complaints,
protects whistleblowers from retaliation and ensures confidentiality and fairness
in the handling of a disclosure or complaint. An Expanded Whistleblowing
Hotline and other reporting facilities, such as a dedicated electronic mailbox,
post office box, and facsimile transmission have been installed and are
maintained. Any employee may submit a complaint or disclosure of the above
nature to the Corporate Governandeffice, or CGO, or the chief governance
officer, verbally or in writing. The CGO then conducts a preliminary evaluation to
determine the appropriate investigating unit to which the case shall be assigned
for further action. The CGO monitors the cases rggb and ensures
appropriate reporting to our audit committee, governance and nomination
committee, or any other relevant committee or body on the results of the
investigations and the prompt referrals of findings to the appropriate units
concerned. Our ammittees on officer or employee discipline, as the case may
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be, are responsible for evaluating and approving the appropriate disciplinary
action against erring officers and employees.

All these pticies and rulegcollectively, the Corporate Governance@G Rulesjre
periodically reviewed to ensure that ¢y are appropriate for PLDT, keep pace with
comparable and applicable global best practices, zaré& compliant with the
requirements of the Philippine and U.S. SEC, NYSE and Hong Kong Stock Exchange
corporate governancerules, as may bappropriate andapplicable.

To access our Code of Ethics, Governance Manuahformation on how our
corporate governance practices and those required of U.S. listed companies under NYSE
Section 303A.11liffer, pleaserefer to:

http://www.pldt.com.ph/governance/about/Documents/27623c20007849698da4df571
79ec70dPLDT Code of Busin€ssnduct and Ethics.pdf

http://www.pldt.com.ph/governance/about/Documents/22336f71c88c495793d15575¢c
2addffcpldtcorpgov _manual.pdf

http://www.pldt.com.ph/governance/about/Documents/f7933d17962d4b2c942e50ba4
980f21bpldtdisclosure.pdf

As part ofembeddingcorporate governance standards in performance evaluation of
our personnel, we amended our Policy on Employee Qualification for Incentives and
Rewards in 2007 to include corporate governance policy violations as a disqualification
factor.

To ensure that relations between our company and its business partners awednb
with our standards on good corporate governance, we have developed written
corporate governance guidelines for suppliers and contractors, to which our suppliers
and contractors are expected to consent in writing, thereby ensuring that they
understand ad accept these standards as indispensable in doing business with us. We
have also conducted suppliers’/contractors’ briefings and communicate to our business
partners, including suppliers, our commitment to, as well as expectations on, good
corporate govenance.

Our subsidiaries, and their respective subsidiaries, have also adopted corporate
governance rules and policies significantly similar in substance and form to our CG
Rules, as well as appointed their respective corporate governance officers.

Implementing Sructures

Our corporate governance programs being implemented through the
governance structure shown below.
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Board of Directors

Our Board is composed of thirteer(13) highly competentindividualswith diverse
yet compementary skills and expertis&hey bring togetheimmensevalue in terms of
experience in running and directinvgriousbusinesses and organizations. This expertise
is applied in good measure to the pursuit of tlempany’s continued growth and
profitability. Such a commitment requires, as well, a keen observance of corporate
governance principles and policies adopted to ensure the objective performance of its
oversight functions over management.

Chief among the requirementsr the smooth performance bits oversight function
is that of board independence. PLDT has four (4) esdyeened and qualified
independent directors, namely: Rev. Fr.mjienido F. Nebres, SJ, Mr. Oscar S. Reyes,
Mr. Pedro E. Roxaand Mr. Alfred V. Ty. These four independenediors comprise
thirty percent (30%) of the entire membership of the PLDT Board. This number
surpasseghe required number of independent directors undkrcal regulationsof at
least two (2) independent directors or twenty percent (20%) of the entire ¢hoar
membership, whichever is lower.

To further enhance board independendeLDTnaintainsthe practice of keepinthe
posts ofChairman of theBoard and thePresident and CE®eparate Each position has
been given distinct and separate duties and resplmiiises pursuant to the provisions
of PLDT's Biaws and Governance Manual.

Our Bard has also pioneereu the Philippineshe practice of conducting eriodic
performanceself-assessmemn It is a process whereby theoBrd, through its individual
members assesses its collective performance as well as that of the individuals that
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comprise it. Secial interest is given to the odArd’s structures, processes and
responsibilities, through a sedissessment tool developed lgking into consideration

the Phlippine SEC’s Governance Code andf&aiihg Form, PLDT’s Governance Manual
and Code of Ethics, Sarbar@sley Act (of the United States), NYSE Rtifessurvey
questions of the Institute of Corporate Directors (IGi)d established global best
practices. Results of the assessment are used to develop strategies to ensure the
board’soptimal performance of its fiduciary duties.

Our Bard endeavars to continuously chairman

enhance corporate governance in the HL Y SIREVEIRSSThE 15/15
Group. Earlle_r, in 2008, our o_Brd, N Hirectors
coordinaton with Management, defined our
Corporate Social Responsibil{{$SR philosophy I TS
through the formal articulation of the PLDTPO"ad G.Dee 14/15
Group Statement on CSR, which directs
companies in the PLDT Groupdevelop amore Albert F. Del Rosario 15/15
meaningful and authentic approach to ol
corporate sharing. In 2009, ouroBrd, through tatsukono 15/15
the Audit Committee, _moyed to further e T
strengthen our enterprise risk managemernt:, :
which is now integrated in the PLDT Group&envenidd-.Nebres 14/15
strategic planning and business processes el 1201
Oscar S. Reyes* 15/15
Summarizedn the tableare the number d REECIERSILIEE] 13/15
meetings and the attendance of the individualaifred v. Ty* 12/15

directors for the year 2009. The total amount of
per diemprovided forthe Board of Directors in
2009 wa R14,525,000.00.

*Independent Director

Board Committees

The Board has constituted four (4) working committees, namely tAeadit
Committee, Governance and Nomination Committee, Executive Compensation
Committee and the Technology Strategy Committee.

TheAudit Committeds composed of three (3) independent directors, déhcke (3)
advisors. Each of the members of the Audit @Qattee is financially literate and one of
the advisors is a certified public accountant with financial management expertise.

The Audit Committee has its own Boagproved written charter, which includes its
purposes, functions and responsibilities. Amdahg primary purposes of this committee
is oversight responsibility for the external auditor’'s qualifications and independémee
Company’s financial reporting principles, policies and system of internal cqonarads
the integrity of its financial stateents The charter of the Audit Committee may be
viewed and downloaded from the PLDT website through the following link:
http://ww w.pldt.com.ph/about/management/Documents/a5730bbf77974d12b4a38cf9
772830f6 Audit Committee Charter.pdf
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In 2009 the Audit Committee discussed among other matters,the external
auditor’s report on their integrated audit of th008 financial statementprepared in
accordance with Philippine Financial Reporting StandaRFERP and International
Financial Reporting Standards (IFR@®) the internal controls over financial reporting.
An evaluation and assessment conducted by Auslit Committeewith respectto the
independenceof the external auditos and their performancdor the year 2008esulted
in the reappoinment of SG\&Co. as PLDT’s external auditors for the year 2008
Audit Committeealso reviewed the external auditor’'s integrated plan for thedéuof
the 2009 financial statements, as well as the internal controls over financial reporting of
PLDT and its subsidiaries.

In terms of its work with internal auditors, thAudit Committeereviewed the
Internal Audit and Fraud RskManagemeniGroup’s major acomplishments for the year
2008, approvedthe internal audit pan for 2009 discussed the periodic status reports on
PLDT's Sarban€xley 8ction 404 (SOX 404) compliance amdcommended
approaches foSOX 404 compliance and reporting for 208%d reviewedother internal
audit and fraud risk managemeattivitiesand accomplishments.

Relative to financial reporting and controls, the Audit Committee reviewed with the
financial officers of PLDT, the Company’s full year 2008 audited finaratehsints and
unaudited financial resultand reportsfor the first three quarters of 2009.

With respect to itsfunctions relative to governance, general intafrcontrols and
risk management, the Audit Committee discussiee status of PLDT's complianagth
policies and applicable laws, updates on significant legal mattersd the status of
whistleblowing complaints received by the CGO. Phalit Committeealso reviewed
with the Enterprise Bk Management Committe@ipdates onthe enterprise risk
managenent (ERMpctivities including results of

Voting Members internal risk assessments and various ERM
Bienvenido F. Nebres (Chairman)* 8/8 Initatives.
Oscar S. Reyes* 8/8 .

Y Shown in the table are the number of
FEdimIE Hoes ZLl meetings held by theAudit Committee and the
Advisors individual atendance record of each member for
Corazon S. De la Pe&ernardo el the year 2009A total 0ofP3,375,000.00 was given
Tatsu Kono gig as per diem for the members of the Audit
= e Committee for the year 2009.

*Independent Director

The Governance and Nomination CommittieeGNC is composed of five (5) voting
members, three (3) of whom are independent directors and the other two (2) ame no
executive directors. The GNC also has three (3)}votimg members, composed of an
independent advisor, the Human Resources Group Head anddtief Governance
Officer of the Company. It has its own Boapproved written charter, which includes
its purposes, functions and responsibilities. Among the purposes of this committee are
to develop and oversee the implementation of the Company’s corporate governance
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standards and evaluate the qualifications of persons nominated to the board, its
committees, or ay other position requiring boardppointment. The charter of the GNC
may be seen and downloaded from the PLDT website through the following link:
http://www.pldt.com.ph/about/management/Documents/91f852cbeac24f629c6aale8f
74bacd9GNC_Charter.pdf

In 2009,with respect to its governance function, ti@NC performed aeview and
assessment ofour Governance Manual, Expanded Whistleblowing Policy a
Supplier/Contractor Relations Policy. While the committee determined that they remain
to be compliant, it recommended improvements in the implementation therddfe
GNC also assisted in the conductlté selfassessment process of tiBeard, theBoard
committees and the individual directorsThe GNC als@pproved the corporate
governance enhancement sessiorier the Board and the PLDTGroup senior
management as well as othetorporate governanceainings and seminars for all other
employee classifi¢ens.

In the performance of itelomination function, ~ying Members
the (_BNC screened persons nominated as_dlrect T ——
or independent directors and determined,
identified and recommendedthe final list of

Tatsu Kono 2/3

director/independent director nominees who wer dlailieb kit 213

recommendedto the stockholders for election inOscar S. Reyes* 3/3
the 2009 annuaineeting of stockholders. Alfred V. Ty* 3/3
] ) Non -Voting Members

S_ummarlzed in the table are the numbe.r Ty —— .
meeting held by theGovernance and Nominatio
Ma. Lourdes C. Rausahan 3/3

Gommittee and the individual attendance record
each memberA total of P1,575,000.00 wasvgn DAERRNCIED 3/3
asper diemto the members of theGNC in 20009. *Independent Director

The Executive Compensation Committee ECC is composed of five (5) voting
members, three (3) of whom are independent directors, and one (1)-vmting
member, who is the Human Resources Group Head ®fGbmpany. The ECC has its
own Boardapproved written charter, which includes its purposes, functions and
responsibilities. Among the primary duties of this committee is to provide guidance and
assist the Board in developing a compensation philosophyistens$ with the culture,
strategy and control environment of the Company. The charter of the ECC may be
viewed and downloaded from the PLDT website through the following link:
http://www.pldt.com.ph/about/management/Documents/b6e66bda40e2457f9de96a3f
5f56e56fECC_Charter.pdf

2 Former Chief Justice Artemio V. Panganiban was appointed an independ-voting member only on June
2009 and atteded both meetings of the GNC held after such appointment.
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In 2009, theECCQeviewed discussedand approvedvarious compensationelated
matters for offiers and executive such as the variableap (for the years 2008 and
2009)and the 2009merit increase.Non-monetary benefits such as the proposed life
insurance for executives and enhanced lifsurance for officerswvere lilewise the
subject of discussion and approvalthg ECC

Voting Members Summarized in the table are the number of
Albert F. del Rosario (Chairman) Il meetings held by theExecutive Compensation
Committee and the individual attendance

TatsuKono 4/4

record of each member. A total of
Oscar S. Reyes® 4/ P1,575,000.00 was given @er diemto the
Pedro ERoxas$ 44 members of theECGn 20009.
Alfred V. Ty* 3/4

Non -Voting Members
Victorico P. Vargas 4/4

*Independent Director

The Technology Strategy Committee TSAs composed of five (5) voting members,
one (1)of whomis an independent directorandtwo (2) nonvoting membes. TheTSC
has its ownBoard-approved written charter, which includes its purposes, functions and
resporsibilities. Among the primamesponsibilites of the TSGs to provide oversight to
management on the strategic vision, and execution of such or the role of technology in
the Company's business. A copy thie charter of the TSCmay be viewed and
downloadel from the PLDT website through the following link:
http://www.pldt.com.ph/about/management/Documents/5af88909125643808bf1f20f5
0db878cTS Chant@df.

TheTSChad one meeting in 200@here it evaluated, discussed and recommended
to the Board the adoption of a mukvendor solution for the Company’s critical network
elements projects andeviewed the soundness
Voting Members of and risks associated with thegagement of
Manuel V. Pangilinan (Chairman) il supplier/s and the technologies in the
Company’s major investments. #otal of

Ray C. Espinosa 11 . .
P375,000.00 was given gger diem to the
Tatsu Kono 1/1
members of theTSC
Napoleon Nazareno 11
Oscar Reyes* 1/1

Non - Voting Members
Manuel M. Lopez (0][03
Orlando B. Vea 0/1

*Independent Director

° Mr. Manuel M. Lopez was appointed as -voting member of the Technology Strategy Committee only on June 9, ¢
There were no meetings held after the Technology Strategy Committee’s meetidgal 29, 2009.
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Enhancements and Education

To keep us informed on corporate governance trends and deweénts, and help in
developing an ethical culture, we have continued our active eandaging corporate
governance education and communicatiorogram. In 2009, we sought to reach out to
all PLDT personnel through face to face andioa trainings and wdshops, and the
production and dissemination of relevant corporate governance communication
materials. For 2009, the underlying message for education and communication was for
each individual to remain steadfast to his or her commitment to the four colgegaof
accountability, integrity, fairness and transparency, even in the trying economic
conditions.

In order to achieve this, we conducted various activities such as:

x Directors Corporate Governance Enhancement Sessioifhe session was
conducted onDecember 10, 2009 with Mr. Keith Darcy, Executive Director of the
Ethics and Compliance Officer Association (ECOA), as the guest speaker. The
ECOA is the largest and most respected organization of Ethics and Compliance
Officers in the world and is based Massachusetts, USA. Mr. Darcy discussed
the topic of Governing in a Global Crisis: Lessons from the Great Recession which
centered on points to consider for corporate directors in performing their
fiduciary duties in the light of the current financiaisis.

x Officers Corporate Governance Enhancement Sessidir. Keith Darcy also
addressed the PLDT Officers on December 9, 2009 to talk about corporate
governance for senior management in the light of the current financial crisis. The
title of the sessia was A Crisis is a Terrible Thing to Waste: Lessons from the
Great Depression.

X Implementation of an expandedleearning program for PLDT employedsvo e
Learning modules were released for mandatory access and compliance. The first,
on the Conflict ofInterest Policy, targets supervisory and rank and file
employees. The second is about the Expanded Whistleblowing Policy which was
for PLDT executives with the rank of manager, senior manager and assistant vice
president.

x Refresher for selected unifpilot course)— As part of our efforts to develop
measurable outcomes for the impact of PLDT corporate governance program, a
series of workshops was conducted for critical business units. Personnel of the
concerned units (executives all the way to rank aiild employees) went
through a refresher workshop on corporate governance policies and the
company’s four core values. The participants were also required to provide input
on what they consider to be the best indicators of improved accountability,
integrity, fairness and transparency. This input will be consolidated and
transformed into measurable indicators for the concerned business unit.
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X Workshop on Ethical Decision MakindNewly promoted executives undergo a
1% day seminar on Ethical Decision Makam®y part of their competency
development as managers. All other executives, promoted and hired in the past
years, have already attended the said workshop.

x Continuing Orientation for New HiresAll newly hired employees are given a
basic orientation on aporate governance.

x Internal Corporate Governance Campaign material$he internal campaign
materials for 2009 centered around the theme “Buhayin ang galing nating mga
Pinoy” (Bring back to life owtrengths as Filipinos). Five posters carrying the
theme were developed for display in PLDT offices nationwide. Each poster
exhorts PLDT employees to live out the company values of accountability,
integrity, fairness and transparency. A 2009 calendar of the same theme was
distributed to all PLDT employees.

The general outcomes for our corporate governance program remain to be
“embedding and integrating” good corporate governance and ethical behawor
achievea desired culture that embraces amdactises the four core values at every
instance of our emplases’ work.

In addition to and in support of this, we recognize the very important role that the
externalenvironment plays in eitheencouragingor stifling a desired culture. Thus, in
2009, we reached out, more than ever, to hkended groups which proote good
governance in both the public and private spheres. We are continuing our external
advocacy and networking activities to further good governance in the country.

First of all, we have kept our very strong ties with the ECOA, as the first and only
sponsoring prtner of the association coming from the Philippingége participated in
the ECOA’s Annual Business Ethics and Compliance Confevearade washeld in
September 2009 at Rosemont, Illinois, U.S.A.

PLDT was also involved as a Diamond Sponsothe 10th Asian Corporate
Governance Roundtable of the Organization for Economic Cooperation and
Development, which was held in Maniia September2009. The theme of the
roundtable conference was Corporate Governance in Asia: Ten Years from now. Our
corporate governance executivettended and participated in the various workshops
and breakout groupsPLDTikewise set up an interactive display at the exhibit area of
the conference where delegates and participants had an opportunity to learn our
company’s corporate governance story and get a better idea of our corporate
governance program.

As part of reaching out internationally, PLDT also participated in the Asian Investors’
Forum on September 11, 2009. The forum was organized binsigute of Corpoate
Directors or ICD and brought together corporate governance advocates and
international investor groups into one forum to discuss trends, best practices and
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collective steps in pushing good corporate governance into the consciousness of more
stakeholdes.

Our company also cooperates with our regulators in the development of corporate
governance policies for Philippine companies by providing feedback on proposed
policies posted by the PSE arhilippine SEC for public comment, as well as
participatingin the Companies Circle of the ICD, where the top publicly listed companies
are given the opportunity to discuss with thehilippine SEC and PSE corporate
governance rules promulgated by said regulators.

We have also continued our active involvementother activities organized by the
ICD such as theCompanies’ Circle meetings, Breakfast Roundtable conferences and
annual working sessions.

In addition, PLDT is the only private business organization that participated in the
Office of the Ombudsman’s tagties relative to the United Nations Covenant against
Corruption. PLDT was a participant in the Ombudsman’s focus group discussions on anti
corruption efforts in 2008. In 2009, PLDT was again partwifita-shop organized by
the Office of the Ombudsnmato develop monitoring systems for the commitments of
various organizations in antorruption programs.

Performance Evaluation and Continuous Improvement

As previously mentioned, ouBoard of Directors conducts an annual evaluation
process of its ctective performance and that of the individual directors through a- self
rating questionnaire accomplishaddividually by our directors. In 2008\e evaluation
process included theBoard’'s assessment of thdéoard’s committees and each
committee’s seHasessment ofits performance. Through this process, performance
gaps are identified and nestep recommendationare converted into an action agenda
for our Board and its individual members, where applicable, to observe and accomplish.

It is our Chief Governance Officer who is responsible for monitoring compliance
with, interpreting and deciding any issues arising from, investigating and determining
violations and recommending the disciplinary actions against violators of our
Governance Manual, Code of Ethiand other corporate governance policies. It is also
the Chief GovernanceOificer who directs the daily operations of the CG office.

On January 26, 2010, oGhief GovernanceOfficer submitted to the Philippine SEC
and PSE our annual certification doming, among others, that PLDT's Governance
Manual conforms with the provisions of the Philippine SEC’s Governance Code, as well
as adopted the leading practices and principles on good corporate governance; and
PLDT has not deviated from the provisionghef Governance Manual and has complied
therewith and with certain other corporate governance standards set out in the
SarbanegOxley Act, Section 303A of the NYSE Listing Standards and implementing rules
issued by the U.S. SEC and NYSE.
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The said certiiation was based on the annual evaluation conducted by our
President andChief Executive Officer, Treasurer andChief Fnancial Officer and Chief
GovernanceOfficer of our Company’s compliance with the Governance Manual. In
making such evaluation, saidfiokrs used our boardpproved corporate governance
selfrating form which has been patterned after a similar form that was issued by the
Philippine SEC under SEC Memorandum Circular No. 5, Series of 2003, dated April 3,
2003.

Much has been done but dtiéven more work remains in the future. Whstistain
the effort in implementing PLDT’s corporate governance program are the visible and
palpable gains. Early last yeame conducted a preliminary assessment of PLDT's
corporate governanc@rogram.Results 6 the assessment show that PLDT executives
recognize corporate governance and ethics as key components of PLDT's business and
operations. The same can be said about corporate governance in terms of fighting fraud
and irregularities, establishing a soliddameliable reputation in the community and
ensuring compliance with legal and regulatory requirements. Supervisors and rank and
file employees also validated the results obtained from the executives when they
expressed appreciation for the contied corpoate governance program whicht the
start, was widely seen as mere compliance and windivessing rather than a serious
and sustained program. Certainly, these results reveal modest but encouraging progress
in working for the desired outcome of PLDT's cogte governance program a welt
established and widelyshared ethical corporate culture builon the values of
accountability, integrity, fairness and transparency.
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