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ABOUT THE COVER

A swirl denotes effortless
motion, representing vitality
and progress that the SECas

an institution sustained for
the past 75 years.

This is the message the
Commission wants to
convey. Like the swirl, the
SEC's'evolution as a
regulatory and development
institution isintended to
contribute not only to
national progress but also to
the inclusive growth of its
stakeholders.




OUR MISSION

To strengthen the corporate and capital market infrastructure of the Philippines,
and to maintain a regulatory system based on international best standards and
practices, that promotes the interests of investors in a free, fair and competitive
environment.

We shall be guided in this mission by the values of Integrity, Professionalism,
Accountability, Independence and Initiative.

OUR VALUES

Integrity - We are morally upright, honest, sincere in our private and
public lives.

Professionalism We consistently implement the law, provide timely,

efficient and competent service to the public.

Accountability We abide by prescribed ethical and work standards in

government service.

Independence - We act without fear or favor, and render sound judgment
in the performance of our duties and responsibilities.
Initiative - We are strategic and forward-looking in the fulfillment of

our developmental and regulatory functions.




VISION STATEMENT 2011

By December 31, 2011, the Commission shall’'have
enhanced the moral fiber of its human resources
and the capabilities of its operational infrastructure
to enable it to effectively
and efficiently accomplish its mandate.




MESSAGE FROM THE COMMISSION

We are pleased to present this report on the accomplishments of the Securities and Exchange
Commission (SEC) for the year 2011.

The SEC has come a long way since its creation in 1936. As the regulatory agency charged
to register and monitor corporations and partnerships, to develop and regulate the capital
markets and its participants and to protect the investing public, it has undergone many
changes. Over the years, it has had the scope of its functions re-defined and its attendant
processes and operations reconfigured. These changes constitute milestones in its history,
and have enabled the SEC to better deliver on its mandate, and respond to developments in
corporate and investment activities, technology and the law.

The year 2011 marked the 75th anniversary of the SEC, and the appointment of a new
Chairperson, the former signifying the endurance of an institution, while the latter symbolizing
change and reform.

As an institution in the field of government regulation, the SEC has consistently pursued
a dynamic and well-calibrated or “smarter” oversight of the capital markets. This is an
environment where the agency’s actions can be as tight or as loose — as heavy or as light — as
it needs to be, depending on what the prevailing situation requires. Market oversight should be
well ahead of the curve, to avoid, among others, regulatory arbitrage and regulatory capture.

Under its new leadership, the SEC has sought to address, with greater resolve, concerns about
the supposedly excessive regulation, as opposed to the development, of the capital markets.
A developed capital market cannot be achieved without some form of intervention from a
government agency. This has been validated in foreign jurisdictions. The issue, however, lies in
the level and nature of government intervention. Where, as here, the local capital market has yet
to mature in order to become a strategic partner complementing the banking and financial sector
and a key component in the nation’s economic growth, the SEC is responsible for harnessing
non-bank financial institutions’ and market participants’ efforts in the capital formation process,
and easing local businesses’ need for long-term capital at a reasonable cost.

Furthermore, the SEC has sought to transform itself into a more potent institution in the future
by building its internal capacity. With its concentrated focus on strategic human resource
management, e-government initiatives, inter-agency involvements and deeper engagement
with the key players in the capital markets, the SEC will be able to (1) enhance its role as the
regulatory agency enforcing the laws and implementing rules governing the corporate and
capital market infrastructure in the country and (2) reinforce its institutional credibility.

That said, we hope that the readers of this report will appreciate the renewed earnestness with
which the SEC seeks to fulfill its mandate. While much has been done, much more is required
to be done. The new directions that the SEC has taken during its 75th anniversary serve as
the springboard for meaningful and substantial accomplishments in the coming years on the
part of the new Chairperson, the incumbent Commissioners and the rest of the SEC.

Mabuhay!

Chair Teresita J. Herbosa
Commissioners Ma. Juanita E. Cueto,
Raul J. Palabrica, Manuel Huberto B. Gaite
and Eladio M. Jala
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Development




MARKET REGULATION DEPARTMENT (“MRD”)

Core functions

@ Monitors compliance of market participants with the Securities Regulation Code

@ Provides day-to-day oversight of the major securities market participants such as the securities
exchanges, securities firms, Self-Regulatory Organizations (SROs), securities clearing agencies,
and transfer agents

ACCOMPLISHMENTS

. Market Development Initiatives

Acting as direct overseer of the day-to-day operations and rule-making process of the Self-
Regulatory Organizations (SROs), MRD supported the spin-off plan of the Philippine Stock
Exchange (“PSE”) to turn over its audit, compliance and surveillance functions to a separate
entity, named “Capital Markets Integrity Corporation” (“‘CMIC”). The Commission approved its
articles of incorporation and by-laws on 14 March 2011.

The creation of CMIC was envisioned to maintain the integrity of the equities market and to
minimize the risk of the investing public by ensuring that trading participants adhere to the
rules and code of conduct of the PSE and the related legislative and regulatory requirements.

On 10 November 2011, the SEC granted CMIC a provisional authority to operate as an
SRO after its Rules, Code of Ethics for Officials and Personnel and other requirements were
approved by the Commission.

MRD also supported (1) the adoption of amended operational rules of the PSE as regards
its extended trading hours to attract more investors and promote cross-border trading among
investors in Southeast Asia and (2) the more stringent Minimum Public Ownership (MPO)
rule to improve market liquidity and fair stock pricing. The MPO Rule prescribes all listed
companies to maintain a minimum public ownership of 10% to avoid being delisted.

To encourage the petroleum and renewable energy (RE) companies to go public and list
their shares at the PSE, MRD approved its rules on Supplemental Listing and Disclosure
Requirements for Petroleum and Renewable Energy Companies. Under the Supplemental
Rules, petroleum and RE companies that cannot comply with the rigid 1-year operating
history requirement were accorded the option to comply instead with the following additional
requirements to be considered for listing: service contract, DOE certification on the validity
and subsistence of such contract, technical reports, joint venture agreement, commitment to
service contract, escrow of funds and monitoring of funds, and the DOE-certified background
reports of member-companies of consortia.

MRD also authorized the amendments to the PSE’s Listing Rules by Way of Introduction. The
new rules highlighted the mandatory requirement for issuer-companies to indicate the listing
price and to submit a report from an independent firm on the fairness and valuation thereof.




Il. Compliance Monitoring

MRD monitored, reviewed and analyzed the following reports for 2011:

Table 1. Number of Reports Monitored, 2011

Type of Report Total for 2011

Risk Based Capital Adequacy (RBCA) 1.728
AP QCR 569
MCG 2002 137
Secretary’s Certification on the attendance of the Board of Directors in
the Meetings 138
Annual Audited Financial Report 143
SEC Form 30.1 110
SEC Form 28BDA 100
SEC Form 28-S Amendment 11
SEC Form 28-AP Amendment 3
SEC Form 28T-Notice of Termination 64
IG/Underwriter/ GSEDs 775
ICAs/MFDs 98
Transfer Agents 125
PSE/PDEx 1,062
Other Market Participants (SCCP) 249

TOTAL 5,312

In 2011, MRD conducted routine audits of regulated entities including 22 investment houses,
7 universal banks registered as underwriters of securities, 1 investment company adviser, 17
government securities eligible dealers and 20 transfer agents.

Inter-agency activities

During the year under review, MRD participated in exploratory discussions and joint meetings
hosted by the IOSCO Asia Pacific Regional Committee and the ASEAN Capital Market
Forum (ACMF) concerning developmental issues, current programs and future plans of the
respective capital markets. MRD also met with the ASEAN CEOs on the ASEAN Economic
Community Blueprint 2015, which serves as a master plan guiding the establishment of the
ASEAN Economic Community by 2015, and on the ASEAN Exchange Linkage or Common
Exchange Gateway Project that would lead to the harmonization of trading rules in the ASEAN
exchanges. The objective is to provide a standardized regulatory framework under which
exchanges in the region may operate.

MRD actively engaged in various initiatives and advocacies on capital market development with
the Reporting, Information Exchange and Dissemination Committee of the Financial Sector
Forum (“FSF”), the Department of Finance on the ASEAN Framework Agreement on Services
(AFAS), the Money Market Association of the Philippines and the Bankers Association of the
Philippines.




CORPORATION FINANCE DEPARTMENT (“CFD”)

Core functions

@ Registers securities before they are sold or offered for sale to the public and ensures availability of
adequate information thereon

@ Ensures that investors have access to all material disclosures on securities of public companies and
offering thereof to the public

@ Monitors the compliance of the issuers with the SRC and its implementing rules and regulations
embodied therein and reports infractions to the Enforcement and Prosecution Department

ACCOMPLISHMENTS

I. Securities Registration

The total value of securities registered during the year reached PhP83.55 billion, the bulk of
which consisted of equity securities in the aggregate amount of PhP36.31 billion, followed by
debt securities in the amount of PhP32.31 billion. Among these securities were new equity
issuances through initial public offerings (IPOs) of several publicly-listed companies in the
stock exchange. On the other hand, debt securities registered were in the form of bonds and
short-term commercial papers (STCPs) with maturities of one year or less.

Table 1. Securities Registered, CY 2011 (in PhP billion)

Value by Type of Securities
Equity Securities 36.31
Debt Securities 32.31
Proprietary and Non-proprietary Shares/Certificates 14.93
Total 83.55

Il. Monitoring Activities

In 2011, CFD monitored the compliance of 2,065 covered companies including their reports
and disclosure statements filed within the year. The breakdown of companies monitored is
shown below:

Table 2. Types of Companies Monitored, CY 2011

Listed Companies 256
Mutual Funds 52
Registered issuers of securities 21
Financing Companies 589
Lending Companies 1,113
Credit Rating Agencies 2
Public Companies 32

Total 2,065

CFD has operational and jurisdictional audit oversight over listed companies, registered
issuers of securities, mutual funds, public companies and credit rating companies.



As part of its monitoring activities, CFD reviewed a total of 11,716 reports to verify their
conformity with the existing applicable rules and regulations. The breakdown of the reports is
shown below:

Table 3. Types and Number of Reports Monitored, 2011

Type of Report Total for 2011
Annual Reports (SEC Form 17-A) 93
Quarterly Reports (SEC Form 17-Q) 268
Current Reports (SEC Form 17-C) 4,608
Beneficial Ownership Reports (23/18) 3,742
Information Statements 764
Mutual Fund companies’ Reports 596

Interim Financial Statements

a. Financing Companies 297

b. Lending Companies 167
Manual on Corporate Governance 101
Anti-Money Laundering Manual 40
Corporate Governance Scorecard 39
AMLA Compliance Form 60
Certifications 764
Total 11,539

lll. Contributions to capital market development

In order to strengthen the supervisory power and independence of the SEC as a capital
market regulator, CFD provided research and technical assistance in proposing amendments
to certain provisions of the SRC and the Corporation Code of the Philippines. CFD also took
charge of proposing amendments in the Implementing Rules and Regulations of the SRC.

During the year, it provided inputs to the drafting of the bill provisionally called the Collective
Investment Schemes Act which seeks to grant the SEC jurisdiction over collective investment

schemes such as mutual funds, unit investment trust funds (UITFs) and variable contracts.

Furthermore, CFD spearheaded the establishment of an appropriate risk-based capital
adequacy framework for selected providers of financial services.

IV. Exercise of Regulatory Power

In its exercise of regulatory authority, CFD imposed administrative sanctions arising from
violations of pertinent rules and regulations. The table on the next page shows the number of
erring companies penalized and the nature/s of infractions committed.




Law/rules violated No. of Erring
Companies Penalized

Violations of SRC and its Implementing Rules and Regulations
e 17 58
 17.1, 20, 50, 54 9
e 23 7
e 54 3
* 68 27
e 10 1
e 20 3
e 9.2 1
e 8,12 3
Financing Company Act and Lending Company Act and their IRRs 62
SRC Rule 68 and SEC Memorandum Circular No. 8, series of 2009 10
Investment Company Act 2
Corporation Code of the Philippines 49
SEC Memorandum Circulars 55
TOTAL 290

V. Compliance to the Code of Corporate Governance

In 2007, the SEC introduced the use of the CG Scorecards as survey instruments, replacing
the self-rating forms in the conduct of the Corporate Governance (CG) Survey of all publicly-
listed companies. Conducted in collaboration with the Philippine Stock Exchange and the
Institute of Corporate Directors (ICD), the CG survey provided the SEC with the empirical data
on the current state of corporate governance within the covered industry group to be used
in part as basis for policy and program interventions, helped covered companies develop or
strengthen their CG structures or mechanisms at par with world standards and assisted the
SEC in reviewing CG principles for possible adoption by public companies.

Since its implementation, the SEC has increased its efforts to monitor the meaningful
compliance with the Code of Corporate Governance. In 2011, the SEC reviewed one hundred
one (101) Manuals on Corporate Governance and thirty nine (39) CG Scorecards.

Likewise in 2011, CFD released an exposure draft of the SEC Form-AGCR (Annual Corporate
Governance Report) for public comments. The draft, which it proposed to adopt as part of the
reportorial requirements of listed and mutual fund companies in accordance with the Revised
Code of Corporate Governance. The SEC Form-AGCR serves as the consolidated report for
all corporate governance matters such as company capitalization and ownership structure,
business conduct and ethics, family, commercial and contractual relations, directorships
in other companies, related party transactions and conflicts of interests, risk management
system, renumeration of executive and non-executive officers, audit and control, investor
relations, internal breaches and, sanctions and corporate social responsibility initiatives.




INVESTOR PROTECTION and SURVEILLANCE DEPARTMENT (“IPSD”)

Core functions

@ Conducts surveillance of transactions in the securities market and coordinates with other entities
engaged in similar functions

@ Monitors and supervises the compliance of financing companies, lending companies, issuers of
proprietary shares, and foundations, with their legal and regulatory requirements

@ Administers investor protection programs and special projects

ACCOMPLISHMENTS
I. Providing Additional Investment Outlets to Investors

IPSD drafted and disseminated for public exposure the proposed rules on interest rate swap
derivatives and exchange-traded funds (ETFs). The interest rate swap derivatives are popular
and highly liquid financial derivative instruments in which two parties agree to exchange
interest rate cash flows based on a specified notional amount from a fixed rate to a floating rate
(or vice-versa) or from a floating rate to another. On the other hand, ETFs are securities that
track an index, a commodity or a basket of assets like an index fund but trade like equity stocks
on an exchange. The ETFs were presented to the Technical Working Group for inclusion as
Alternative Products in the Capital Market Development Plan Blueprint 2011-2016.

Il. Monitoring of Reports of Market Participants

The monitoring function of the CFD over Real Estate Investment Trusts (REITs), country club
timeshares, and similar securities was transferred to IPSD on 01 September 2011 pursuant to
SEC Resolution No 384, series of 2011. Since then, IPSD has evaluated reports of proprietary
and non-proprietary corporations. The table below shows the number of reports evaluated:

Type of Report Total for 2011
Quarterly Report (SEC Form 17-Q) 12
Information Statements (SEC Form 20-1S) 4

lll. SEC Assistance to the Insurance Commission

In the wake of the enactment of the Pre-Need Code, the SEC and IC entered into a Memorandum
of Agreement (MOA) on 07 April 2011 to delineate their functions and authority over pre-need
companies. The objectives of the MOA are as follows: (1) To provide an interpretation of
Section 57 of the Pre-Need Code specifically on the extent of the residual authority of the
SEC; and (2) To facilitate the implementation of Section 57 of the Pre-Need Code including
the coordination among regulatory authorities in the performance of their respective mandate
under the Pre-Need Code.




Furthermore, to effect the accelerated transfer to the IC of the knowledge, skill and experience
of the SEC with regard to the regulation of pre-need companies, the Agreement on Detail of
Personnel to the IC was signed. Consequently, five (5) IPSD personnel were initially detailed
to the IC from 09 May 2011 to 08 November 2011; subsequently, two (2) of them were asked
to extend their period of detail until May 2012.

IV. Residual Power of the SEC over Pre-Need Corporations under the RA 9829 (otherwise
known as the Pre-Need Code of the Philippines)

Under Section 57 of the Pre-Need Code of the Philippines, the processing and review of all
pending claims, complaints and cases filed with the SEC remain with the latter until their final
disposition.

a) Accordingly, IPSD conducted mediation proceedings and issued Orders of Termination
of 131 complaints filed by the planholders of the following: (1) Permanent Plans, Inc.,
(2) Comprehensive Annuity Plans and Pension Corporation (CAP Pension) (3) Grayline
Plans, Inc., (4) Primeplan International Corporation, (5) Pryce Plans, Inc.,(6) Ideal Pension
Plan Corp., (7) Capitol Plans, Inc., (8) Classic Plans, Inc., (9) Phil Asia Care Plans, Inc.,
and (10) Primanila Plans, Inc.

b) Upon the instruction of the courts, IPSD submitted 15 comments, manifestations or other
pleadings through the Office of the General Counsel (OGC) and Office of the Solicitor
General (OSG) with respect to the rehabilitation/liquidation cases of the following pre-
need companies:

* College Assurance Plan Phils., Inc.

* Ideal Pension Plan Corporation (IPPC)
* PET Plans, Inc.

* TPG Corporation

Furthermore, IPSD attended 17 hearings/meetings on the Petition for Corporate Rehabilitation
of Permanent Plans, Inc. and the Petition for Voluntary Insolvency of the IPPC. As directed
by the court, IPSD and the IC continued to assist the receiver of the IPPC in reconciling the
list of planholders with the data indicated in the index cards of each planholder found at the
IPPC office.

c) With respect to the trust funds of the LCPI, SPPI and AAPC, IPSD continues to receive
and process 213 claims of planholders. The status of the funds is as follows:




Legacy Consolidated Plans, Inc. (LCPI)

The SEC stopped distribution of initial claims payments of the LCPI planholders in deference
to the filing of a Petition for Certiorari with the Supreme Court to question the Order of the
Regional Court of Makati (RTC-Makati) dated 26 June 2009 that prohibited the Commission
from further validating the claims of planholders pertaining to their LCPI pre-need plans. The
said Petition for Certiorari is pending resolution by the Supreme Court including the issue on
the extent of rights of creditors over the trust funds.

All Asia Plans Corporation (AAPC)

The SEC ordered the liquidation of the trust fund of the AAPC for distribution to its planholders
and appointed on 28 July 2011 a liquidator who was tasked to manage the liquidation of AAPC
assets and supervise the claims payment of its planholders. IPSD took charge of validating
the final list of beneficiary planholders and assisted the liquidator in the payment distribution.

Scholarship Plans Philippines, Inc. (SPPI)

A liquidator, assisted by IPSD, was also appointed to oversee the liquidation proceedings of
the assets of the SPPI.

d) IPSD referred 46 complaints filed after the enactment of the Pre-Need Code to the IC,
by the corporations under rehabilitation/liquidation, and 71 complaints filed before the
Regional Trial Court. It also responded to 152 letters of queries from the LCPI, SPPI
and AAPC planholders.

e) IPSD caused the release of 61 checks representing claims to planholders of Metropolitan
Life Plan, Inc. as part of its on-going liquidation program.

f) IPSD also accommodated 2,428 walk-in and phone-in clients regarding the verification
of the statuses of their claims against the LCPI, SPPI and AAPC and updates on other
pre-need companies under rehabilitation/liquidation.

//(////////////
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COMPANY REGISTRATION and MONITORING DEPARTMENT (“CRMD”)

Core functions

@ Processes the registration of domestic corporations and partnerships under the Corporation Code and

related laws, foreign entities doing business in the Philippines under the Foreign Investment Act (FIA) of
1991 and multinationals establishing regional headquarters and regional operating headquarters in the
Philippines under Book Il of the Omnibus Investments Code, and monitoring compliance with said laws.
Processes and grants licenses to the following capital market institutions and their respective capital
market professionals: (1) Financing Companies, (2) Lending Companies, (3) Investment Houses,
(4) Underwriters of Securities, (5) Government Securities Eligible Dealers, (6) Investment Company
Advisers, (7) Mutual Fund Distributors, (8) Transfer Agents, (9) Associated Persons, (10) Compliance
Officers, (11) Salespersons, (12) Certified Investment Solicitors, and (13) Real Estate Investment Trust
(REIT) Fund and Property Managers.

Processes applications for amendment of articles of incorporation/partnerships, by-laws, increase/
decrease in capital stock, mergers and consolidations, reclassification/declassification/conversion of

shares, equity restructuring, and quasi-reorganization.

ACCOMPLISHMENTS

Registration

During the year in review, CRMD registered 19,271 corporations and 2,419 partnerships,
bringing the total number of registered firms to 757,027 as of December 31, 2011, including
domestic corporations, partnerships and foreign companies licensed to do business in the

Philippines.
Table 1. Company Registration, CY 2011
Domestic Corporations
a. Stock (Regular Lane) 12,471
b. Stock (Green Lane) 972
c. Non-Stock (Regular Lane) 5,269
d. Non-Stock (Green Lane) 559
TOTAL 19,271
Partnerships
a. Atrticles of Partnerships (Regular Lane) 2,104
b. Articles of Partnerships (Green Lane) 315
TOTAL 2,419
Table 2. Other Applications Approved, CY 2011
Amended Articles of Incorporations 8,632
Increase of Capital Stock 1,567
Amended By-Laws 1,218
Amended Articles of Partnership/Amended Articles of Partnership (FIA)/
Affidavit of Withdrawal/Dissolution of Partnership/Deed of Assignment of Partners 1,079
Dividend Declaration 173
Voting Trust Agreements 137
Dissolution 135
Extension of Corporate Term 111
By-Laws/new By-Laws 69
Increase in Foreign Equity 64
Merger and Consolidation 58
Decrease of Capital Stock 48
Reclassification/Declassification/conversion of Shares/Stock Split 44
Confirmation of Exemption/Valuation of Properties 39




Articles of Incorporation/By-Laws (FIA) 38
Amendment re: Reclassification of Shares 32
Appointment Letter 26
Articles of Partnership (FIA) 26
Equity Restructuring 19
Filing of Amendment (FIA) 13
Request for Exemption 10
Additional Paid-in Capital 3

TOTAL 13,541

In the first quarter of 2011, CRMD revived the Express Lane Unit (ELU), now renamed Green
Lane Unit (GLU), pursuant to SEC Resolution Nos. 103 and 256, s. 2011, for faster processing
of registration applications. Under the GLU, applications that are filed before 11:00 am are
approved on the same day, and those filed after 11:00 am are approved on or before 12:00
noon of the following day. This operational innovation is in line with the streamlining of frontline
service procedures as mandated by the Anti-Red Tape Law (R.A. 9485).

On 14 July 2011, the SEC entered into a Memorandum of Agreement with the Land Bank of the
Philippines (LBP), which authorizes all LBP branches to accept and pre-process applications
for registration of stock corporations. Pre-processed applications are then forwarded to the
nearest SEC office for corresponding processing and approval.

Il. Licensing
With the issuance of SEC Resolution No. 160, perpetual licenses were issued to broker-dealer
companies provided they comply with the qualification and monitoring requirements and pay
the required annual fee. The perpetual license replaced the maximum 3-year license formerly
granted.

During the year in review, CRMD granted licenses to the following market participants:

Table 3. Licensing, CY 2011

Foreign Corporations
a. Branch Office 79
b. Representative Office 67
Multinational companies
a. Regional or Area headquarters 5
b. Regional Operating headquarters 15
Financing Companies
a. Head office 16
b. Branch Office 109
Lending companies
a. Head Office 244
b. Branch Office 178
Capital Market Participants
a. Institutions (New) 13
b. Institutions (Renewal) 236
c. Professionals (New) 981
d. Professionals (Renewal) 4,107




Table 4. Other Licensing Applications Approved, CY 2011

Substitution of Resident Agents 68
Withdrawal of license (foreign companies) 30
Amendment of license (foreign companies) 29
Filing of Amended Articles of Association (foreign companies) 18
Conversion from RHQ to ROHQ 2
TOTAL 147

lll. Monitoring

The scope of CRMD’s monitoring jurisdiction is limited to corporations whose securities are
not registered under the Securities Regulation Code, are not listed in the Philippine Stock
Exchange, or are not grantees of a secondary license by the SEC.

CRMD’s monitoring function includes the determination of the timeliness of the reportorial
submission of companies and their possible violations of certain provisions of the Corporation
Code. It encourages transparency in corporate transactions and public access to accurate
data on the composition, management and financial standing of corporations.

During the last quarter of 2011, CRMD revoked the Certificates of Registration of 12,621
corporations (those registered in 2002 and 2003) on the strength of the Revocation Order
dated 9 December 2011 [for those corporations based in the National Capital Region (NCR)]
and the Revocation Order dated 14 November 2011 [for those corporations based in regions
outside the NCR]. The two major grounds for the revocation were the following: (1) the non-
submission of reportorial requirements for five consecutive years; and (2) the fraudulent
procurement of Certificates of Incorporation and Amended Articles of Incorporation.

Onthe other hand, CRMD set aside 213 Revocation Orders upon presentation by the concerned
companies of proof of retrospective operation or undertaking of prospective operation.

Table 5. Company Monitoring, CY 2011

Corporations Monitored 12,517
Corporations Fined 6,335
Certificates of Registration Revoked 12,621
Corporations whose Orders of Revocations were Set Aside 213

In response to letter-requests from the public including other government agencies, CRMD
issued 6,517 certificates on the filings and status of registered corporations.

Table 6. Certifications Issued, CY 2011

Negative 2,484
Corporate Filing / Information 2,999
Good Standing 1,034




IV. Information Drive

CRMD continued to interact with other government agencies and the private sector. It regularly
provided technical assistance to the Board of Investments (BOI) in dealing with prospective
foreign investors and participated in lecture series given by the DSWD, DOE, DTl and DENR.
It also conducted and joined public seminars and capacity-building workshops attended by
professional groups such as the Philippine Institute of Certified Public Accountants (“PICPA”)
or organized by various colleges and universities in the Philippines and various private
organizations. For the year, CRMD conducted 66 lectures, meetings and/or seminars.

In celebration of the SEC’s 75th anniversary, CRMD participated in the lecture series given to
the personnel of the SEC extension offices. Such lectures were intended to (1) enhance their
competence in the implementation of company registration procedures, monitoring processes,
and guidelines in the imposition of fines and (2) update them on the current policies of the
SEC involving reportorial requirements and the processing of secondary license applications.

V. Inter-Agency Collaboration

CRMD assisted the Bureau of the Treasury (BTr) in the implementation of the required
segregation of the broker and the dealer functions of SEC-licensed Government Securities
Eligible Dealers (“GSEDs”) by revising the renewal application form and Certificate of
Registration issued to them. The segregation applies to the opening, sponsorship and
operation of a Registry of Scripless Securities (RoSS) client account.

To further promote the advancement of the Philippine capital market, CRMD regularly
accommodated the requests of the following institutions for updates on the status of the
license of capital market institutions and professionals: the Philippine Stock Exchange (PSE);
Philippine Dealing System Holdings Corporation and its subsidiaries (PDS Group); Philippine
Dealing and Exchange Corporation; National Association of Securities Broker Salesmen Inc;
and the BTr.

During the year, CRMD provided support to different government agencies such as the
Committee on Legislative Franchise of the House of Representatives, Bangko Sentral
ng Pilipinas (“BSP”), Technical Education and Skills Development Authority (“TESDA”),
Department of Labor and Employment (“DOLE”), Commission on Audit (“COA”), Department of
Social Welfare and Development (“DSWD”) and Philippine Commission on Good Government
(“PCGG”). Specifically, it promptly acted on their requests for verification of the status of
corporations and the compliance of such corporations with the reportorial requirements.

CRMD submitted monthly reports on SEC-registered export enterprises to the Board of
Investments (“BOI”) and on SEC-registered entities with foreign investments to the BSP. The
monthly reports to the BOI covered 234 companies whereas those to the BSP covered 148
companies.

In the last quarter of 2011, CRMD submitted the SEC Records Disposition Schedule (“RDS”)
to the NAP Records Management Evaluation Committee (RMEC) for final evaluation. The
RDS is a mandatory requirement of the National Archives of the Philippines (“NAP”) to enable
government agencies to dispose their valueless records and to remit the sales proceeds from
the disposal to the national government.




SEC EXTENSION OFFICES

Core functions

&= Registers corporations and partnerships.
@ Processes applications for amendments of articles of incorporation/partnership, and their respective by-laws.

@~ Processes petitions for correction of the articles of incorporation and by-laws and their amendments and petitions /
for revocation of certificates of filing of amended articles of incorporation and amended by-laws.
@~ Monitors compliance by corporations within their areas of responsibility.

The Extension Offices of the SEC were established as a geo-strategic response to the
corporate demands for registration services outside Metro Manila. As of 2011, there are /
seven (7) of these offices, and these are located in the following cities: Baguio (BEO), Legazpi

(LEO), Cebu (CEO), Cagayan de Oro (CDEO), lloilo (IEQO), Zamboanga (ZEO), and Davao
(DEO).

~—

As shown in Table 1, the Extension Offices collectively registered 7,590 domestic corporations
and recorded 545 Articles of Partnership. These figures constituted a gauge of the level of
commercial activities and associative affairs throughout the country excluding Metro Manila.

Table 1. Company Registration, CY 2011

BEO | LEO CEO CDEO IEO | ZEO | DEO | Total
Registered Domestic Corporations | 1,215 473 1,896 955 1,178 | 371 | 1,502 | 7,590
(Stock and Non-Stock)
Recorded Articles of Partnership 78 91 125 48 80 15 108 545

Aside from that, the Extension Offices approved 3,344 applications for undertaking corporate \
activities that under existing laws required prior approval by the SEC. The breakdown of these \
applications is shown below. \

Table 2. Other Applications Approved, CY 2011

BEO LEO CEO CDEO IEO ZEO DEO Total 5
Amended Articles of \
Incorporation 272 45 451 127 199 75 321 1,490
Amended By-Laws and/or \
New By-Laws 58 4 80 32 29 28 54 285 )
Amended Articles of
Partnership 15 9 24 22 15 - 22 107 \,‘
Dissolution - - 7 - - - 2 9
Increase of Capital Stock 15 13 78 14 38 4 48 210
Confirmation of
Exemption - 18 25 7 37 19 77 183
Certifications - 33 186 291 108 18 384 | 1,020
Dividend Declaration - - 17 - 3 - 20 40

On compliance monitoring, the Extension Offices collectively assessed 22,356 corporations
and penalized those corporations that were found to have been remiss in their reportorial
obligations. Shown below is the number of corporations monitored by each Extension Office.

Table 3. Corporations Monitored, CY 2011
BEO LEO CEO CDEO IEO ZEO DEO Total

Number of corporations 5,203 909 3,588 2,049 2,668 1,909 | 6,030 | 22,356
monitored
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ENFORCEMENT and PROSECUTION DEPARTMENT (“EPD”)

Core functions

@~ Enforces compliance with the rules and regulations of the Commission by corporations, partnerships
and holders of secondary licenses
<= Investigates motu propio or upon complaint, violations of the rules and regulations of the Commission

<= Initiates actions for revocation of certificates of registration other than those due to non-compliance with

reportorial requirements
&= Monitors and enforces compliance of reportorial requirements by foundations

&= Acts as ex-officio Anti-Money Laundering Desk of the Commission
@~ Ensures that all market participants comply with Philippine laws, rules and regulations

ACCOMPLISHMENTS
Enforcement Milestones

In 2011, EPD imposed administrative sanctions against five (5) broker-dealers and seven (7)
beneficial owner/clients who were found to have committed market manipulations of listed
securities.

I. Complaints Received

EPDreceived 158 complaints from the public, other governmentagencies and by way of referrals
from the operating departments of SEC. This number is relatively higher as compared with the
94 complaints EPD received last year. Its participation in the BSP’s Financial Education Expo
in five provinces accounted, in part, for the increase in the number of complaints received.

NUMBER OF
SOURCES OF COMPLAINTS COMPLAINTS TOTAL

Public (through mail or personal filing) 51
Public (through electronic mails) 7
Motu propio 13

Total 71
Government Agencies
Department of Trade and Industry (DTI) 2
Office of the President 2
Civil Service Commission 1
National Bureau of Investigation 1
Interpol NCB 1
Securities Futures Commission - US 1
Australian Federal Police 1

Total 9
Operating Departments of the Commission
Office of the Chairperson 25
Office of the General Counsel 7
Market Regulation Department 7
Corporation Finance Department 12
Company Registration and Monitoring Department 10
Economic Research and Information Department 5
Extension Offices 12

Total 78
TOTAL 158




Majority of these complaints involved (1) the failure to register securities as required by the
Securities Regulation Code and (2) the failure of lending companies to secure a secondary
license from the SEC as required by the Lending Company Regulation Act of 2007.

NUMBER OF
COMPLAINTS VIOLATIONS
41 Securities Regulation Code
18 Corporation Code of the Philippines
11 Presidential Decree 902-A
1 Foreign Investment Act
1 Investment Company Act of the Philippines
3 Financing Company Act
56 Lending Company Regulation Act of 2007
2 No jurisdiction
133 TOTAL

Il. Results of Investigation

EPD exercised its coercive power through successful enforcement actions against entities or 2011
individuals found to have violated the above-stated laws. In 2011, it initiated forty-four (44) ey
administrative actions against corporate respondents and four (4) criminal actions against
individuals. In the process, it collected PhP5,144,575.00 in penalties from erring entities.

A. Criminal Actions

NUMBER
VIOLATIONS OF CASES
A. Complaint — Affidavits filed Sec. 8 and 12 of the SRC (Requirement of
with the DOJ Registration of Securities) 1
B. Criminal Information filed in Sec. 16 — SRC in relation to Pre-Need Rules
Court 2

Article 172 — Revised Penal Code
(Falsification of Public Documents)

TOTAL 4
B. Administrative Actions
NUMBER
VIOLATIONS OF CASES
A. Petitions for Revocation Sec. 6(1)(1) of PD 902-A (Fraud in the
Procurement of Certificate of Registration) 4
Sec. 6(1)(2) of PD 902- A (Serious
Misrepresentation) 5
Sec. 6(1)(2) of PD 902-A (Defiance of a Lawful
Order) 6
Sec. 6(1)(6) of PD 902-A (Non-submission of
Reportorial Requirements) 1
Sec. 4 of RA 9474 (Lending Company
Regulation Act of 2007) 2




B. Petitions for Suspension Sec. 6(1)(6) of PD 902-A (Non-submission of

Reportorial Requirements) 1
C. Motion for Cease and Sec. 6(1)(3) of PD 902-A (Defiance of a Lawful
Desist Order Filed Order) 1
D. Certificate of Registration Sec. 6(1)(1) of PD 902-A (Fraud in the
Revoked/ Suspended Procurement of Certificate of Registration) 4
Sec. 6(1)(2) of PD 902-A (Serious
Misrepresentation) 3
Sec. 6(1)(3) of PD 902-A (Defiance of Lawful
Order) 3
Sec. 6(1)(3) of PD 902-A (Non-submission of
Reportorial Requirements) 2
Sec. 4 of RA 9474 (Lending Company
Regulation Act of 2007) 1
E. Cease and Desist Order Sec. 6(1)(2) of PD 902-A (Serious
Issued Misrepresentation) 1
o F. Orders Issued — Penalties | Violation of Sec. 4 and 5 of R.A. No. 9474
(Imposition of Fines) (Certificate of Authority; Required Capital) 3
Violation of Sec. 24.1 of the SRC
(Manipulation of Security Prices; Devices and 2
Practices)
Violation of Sec. 8 of the SRC (Unregistered 1
Securities)
Violation of Sec. 74 of the Corporation Code 1

(Books to be kept)

Violation of Sec. 17.1 and 17.2 of the SRC in
relation to SRC Rule 17.1(1)(A)(i), (i), and (iii); 1
and SRC Rule 20, Sec. 68 of the SRC in
relation to SRC Rule 68.1, Sec. 26 and 141 of
the Corporation Code

Violation of Sec. 68 of the SRC (Special
Accounting Rules) 2

TOTAL 44

In addition, EPD subjected 1,414 foundations to administrative review and examination. The
figure, which was higher than last year’s by 474 or 50%, could be attributed to an improvement
in its efficiency in monitoring foundations. In the course of conducting its administrative review
and examination, EPD managed to collect penalties amounting to PhP3, 939,684.50.

NUMBER OF FOUNDATIONS CY 2011 CY 2010 Percentage
Increasel/(decrease)
Monitored yet pending compliance 1,414 940 50.43%
Monitored, assessed and cleared 376 322 16.78%
With payment 288 248 16.13%
With no violation 88 74 18.92%




2011 MEMORANDUM CIRCULARS

Number

Title:

1

AMENDMENT OF
SEC MEMORANDUM CIRCULAR NO. 8 SERIES OF 2009

Amendment to Section IV of MC 8 Series of 2009 on the scale of fines for non-
compliance with the financial reporting requirements is to be read as follows:

Section IV. Reckoning Date of Computation of Penalty

“The daily penalty shall be computed from the date of receipt of the letter
informing the company of its non-compliance with the reportorial requirements of
Section 141 of the Corporation Code of the Philippines, Section 68 of the
Securities Regulation Code, the Investment Company Act, the Lending
Company Act and the Investment Houses Law up to the time the company has
submitted the following documents: (a) sufficient explanation for the non-
compliance; (b) an audit committee or board resolution taking cognizance for
non-compliance; (c) corrective measures the company shall undertake to
prevent future violations of SEC No. MC 8 s. 2009. In addition, the SEC may
require the company to submit the revised financial statements or an addendum
to the financial statements.”

17 March 2011

AMENDMENTS TO THE IMPLEMENTING RULES AND REGULATIONS (IRR)
OF REPUBLIC ACT NO. 9856 OR THE REAL ESTATE INVESTMENT TRUST
(REIT) ACT OF 2009

Amendments are as follows:
Section 5.1 (a), Rule 4:

Minimum Public Ownership. A REIT shall be a public company and to be
considered as such, a REIT shall (a) maintain its status as a listed c