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Organizational Structure and Company Policies

Organizational Structure:

The following chart provides an overview of the organizational structure of the Company:
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The Company’s organization is relatively simple and flat. There are basically two major groups, namely:
Operations, and Finance and Administration. However, there will be changes on the organizational
structure when the Company’s business re-focuses into real estate development.

A. Operations Group

The General Manager—Operations oversees the Project Managers in their respective construction project
assignments. Each project team is responsible for the following functions: project estimating, project
bidding and awarding, project implementation, and turnover of project after completion to the client. The
Project and Site Engineers oversee and relate directly to the subcontractors to ensure that the latter's
work quality and completion schedules meet the established standards and timetables.



B. Finance and Administration Group

The Acting Deputy General Manager-Finance/Administration, on the other hand, is in charge of
overseeing the accounting, finance, human resource management, information management, and
procurement functions within the Company.

Senior Management

The President and the Directors of the Company are the key persons responsible for obtaining leads to
new projects, and establishing rapport with clients. Senior management is also responsible for
formulating key corporate strategies for the Company.

Ad Hoc Committees

Ad hoc committees or groups are also formed among employees from different departments for the
preparation of research studies, formulation of the Company’s guidelines and procedures, systems
evaluation and integration, and the like.

Operations

The operations of the Company can be categorized into the following areas of activity: (a) Contract
Bidding and Signing; (b) Project Implementation; (c) Collections; and (d) Accreditation of Subcontractors.



Company Policies

A. Contract Bidding and Signing

To facilitate the preparation of project estimates to be used in contract bidding, the Company maintains a
BQ Library for all the house models and construction works that it has already undertaken. Prices of
construction materials and labor are then updated in the said database. The system allows for the fast
preparation of project cost estimates. The major steps involved in contract bidding and signing are:

Preparation of estimates based on plans and specifications of the client
Submission of bid proposal to the client

Conduct of clarifications on bid proposal

Evaluation and awarding of bids by the client

Execution of contracts

Issuance of the “Notice To Proceed” by the client
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B. Project Implementation

A project implementation plan is first prepared, discussed with, and agreed upon with the developer in
order to ensure the proper implementation of the project, and to avoid conflict or argument during and
after the implementation. The project implementation plan is also discussed with the subcontractors to
have a common understanding on implementation procedures. The implementation plan has the following
information: (a) schedule of activities, (b) number of days, (c) manpower requirement and deployment, (d)
materials delivery schedule, (e) percentage of accomplishment and/or milestone, and (f) actions to be
taken when unforeseen events occur. The construction methodology in undertaking certain activity is
also discussed and agreed upon.

The major steps in the actual project implementation are as follows:

1. Presentation and approval of implementation plan

2. Purchase of construction materials required

3. Engagement of the services of the accredited subcontractors (evaluation of subcontractors is
done in advance)

4. Implementation based on plans and specifications

5. Conduct of ocular inspection to ensure quality and timely delivery of the project

6. Turnover of the project to the client upon completion

C. Collections

The Company maintains a database file for all project contracts obtained. This file is updated semi-
monthly to reflect the corresponding project accomplishment and for setting up of receivables. For
contracts or projects that allow for percentage of completion billings, the Company normally bills clients
twice a month. For contracts based on progress billings, billings are only made when a certain project
milestone is achieved.

The Company normally requires a 20% down payment on its contracts, and is billed upon contract
signing. Clients, on the other hand, retain 10% of the contract price for a period of 60 days from the time
the project is completed and turned over by the Company. The said retention amount is a normal
industry practice and is meant to cover any costs and expenses for modifications, defects, or repairs on
the project.

The major steps in collections are as follows:

1. Preparation of billing for down payment after the signing of contract
2. Preparation of periodic billings



3. Submission of hilling to the client for approval
4. Follow up and collection of payment

D. Accreditation of Subcontractors

The Company employs accreditation procedures for all its subcontractors to ensure that its
subcontractors have the capability to handle the projects awarded to them. The subcontractors are re-
evaluated periodically to update their classification. Subcontractors that deliver quality services on time
or ahead of time are usually compensated with better rates for their next project with the Company.

The Company has also established a subcontractor’'s code of conduct that must be observed at all times
to ensure safety, cleanliness, and orderliness at the project site.

The major steps in the accreditation process of subcontractors are as follows:

Issuance of pre-qualification checklist to the applicant subcontractors

Evaluation and verification of information on the checklist

Conduct of ocular inspection of the subcontractor’'s completed and on-going projects
Final evaluation of the applicant subcontractor

Issuance of accreditation certificate and assignment of subcontractor 1D
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Products and Services

A list of the products and services offered by the Company is presented as follows:
1. Construction of Houses

= 18-square meter Row House — CHB-load bearing

= 20-square meter Row House — CHB-load bearing

= 20-square meter Row House with Roofdeck — using steel wall form system

= 25-square meter Single-Attached/Single-Detached — using ordinary CHB

= 25-square meter Single-Attached/Single-Detached with Roofdeck — using steel wall forms
= Medium-scale and upscale houses

= 3-storey condominium

2. Land Development

= Earthworks

* Road concreting

=  Waterline distribution system
= Box culverts

= Sewerline system

= Drainage system

= Perimeter fences

3. Specialty Works

= Elevated water tank
= Deep well

=  Clubhouse

= Swimming pool

= Basketball court

= Entrance gate

=  Guard house

= Parking lot



In addition to construction services, the Company provides facilitation services included as part of the
contract for its end clients. These services include;

= Obtaining building permits composed of sanitary, plumbing, electrical, and occupancy permits,
= Obtaining water and fencing permits,

= Energizing a subdivision project’s main power line,

= Arranging for individual meter and service deposit receipts for housing units

Markets

The Company’s primary markets are the real estate developers. As a matter of corporate strategy, the
Company has positioned itself to serve institutional or corporate clients rather than individual homebuyers
in order to leverage on economies of scale for its construction projects. The Company also focuses on
the construction of horizontal residential house and land development works for residential subdivisions.
At present, the Company is focused on real estate developers that cater to the mass-, low-cost and
middle-scale housing markets. The Company’s present areas of operation are in the CALABARZON and
Quezon City area. The Company caters to the Philippine market only and has no plans of getting into the
international market.

Distribution Methods of Products and Services

The Company adopts a direct selling approach that involves establishing personal rapport in dealing with
both existing and prospective clients. The Company also sends its corporate profiles to real estate
developers. The Company’s senior officers then make subsequent marketing calls to the principals of the
said real estate developers and discuss areas where they can work together.

Competition

The Company is a construction services company that competes in the Philippines’ construction industry.
It primarily competes with independent construction firms that serve real estate developers involved in
horizontal property development in the mass-housing, low-cost, medium- and upper-scale subdivision
and home development categories. The Company also competes with other firms that operate in the
CALABARZON areas. The major competitors of the Company include: (a), CMO Construction (b),
ARRCEA Construction (c) RMT Construction, (d) Annex Builders, () WFC Construction, (f) KEEJANG
Builders and (g) Mile-Hi Construction. These competitors are similar to the Company in terms of their
primary market and capabilities. The Company believes that it can effectively compete with other
companies in its area of competition because it uses modern construction technology, like the steel wall
form system and T-joist system, for mass housing production. This allows for faster construction time,
higher durability and lower overhead cost. Also, the Company has a pool of more than twenty (15)
accredited subcontractors for housing, land development, and specialty works. Finally, the Company has
good working relationships with its existing major clients that are major real estate developers in the
Philippines. Recently, price has been the prevailing criteria of the developers in selecting their
contractors. With this, the Company will offer its services at the lowest amount with the required quality of
service though it expects a stiff competition among its competitors.

Sources of Materials and Supplies

The Company utilizes all the usual construction supplies and materials sourced from local suppliers. The
Company is not dependent upon one or a limited number of suppliers for essential raw materials and
supplies. Following are some of the principal suppliers of the Company:

Construction Materials | Major Supplier

For Housing Construction Projects




1. Cement Solid Cement Corp.

2. Steel Bar E.V.Y. Construction and Development Corp.
3. White Sand Rodelros Enterprises

4. Gravel Kidtrans Movers

5. CHB Quality Star Concrete Products

6. Lumber Glory Lumber Hardware

7. PVC Products Tanay Industries, Inc.

8. Hardware Goldrich Industrial Sales

9. Paints Mirage Trading, Inc.

10. Electrical Wires and Accessories Sycwin Coating & Wires, Inc.

11. Plumbing Fixtures D-Square Plumbing Supply, Inc.
12. Roofing Philmetal Products, Inc.

13. Steel Roof Framing Rapid Forming Corporation

14. Steel Fabrication Works Rapid Forming Corporation

For Land Development Projects

1. Concrete Pipes Allied Concrete Products

2. Lastillas and Boulders Maeann Enterprise

3. Escombro Express Network Aggregates, Inc.
4. Ready Mix Concrete Precision Readymix Inc.

5. Water Main Pipes & Fittings Atlanta Industries

6. Gabion & Accessories Freyssi Marketing

7. C. I Fittings Philippine Valve Manufacturing Co.

At present, the Company has no existing major supply contract. It procures its supplies on a project-to-
project basis. Moreover, it usually awards to sub-contractors on a straight-contract agreement where the
chosen sub-contractors will also provide the needed materials.

Major Clients

It has been the thrust of the Company to be a business partner of Real Estate Developers and as such it
concentrates on serving the needs of its major clients namely: Extraordinary Development Corporation,
Acerhomes Development Corporation, Earth+Style Corporation, One Asia Development Corporation,
Kaiser Realty Development Corporation, Earth Aspire Corporation, Earth Prosper Corporation, and
Verdantpoint Development Corporation. These are the eight (8) major clients which account for the
majority of the Company’s revenues.

Manpower Complement

The manpower complement of the Company can be classified into employees and subcontractors.
A. Employees
As at December 31, 2013, the Company had a total of 5 full time employees. Among the Company’s

employees, 3 are regular employees while 2 are contractual. A summary of the different categories of the
Company’s employees is as follows.

Category Number of Employees
Managerial 3
Supervisory 1
Rank and File 1
Total 5

None of the employees is subject to collective bargaining agreements (CBA). The employees did not
stage any strike for the past three (3) years nor are they threatening to have one. Management and



employee relationships have been cordial and complementary since the start of the Company’s
operations. The Company has no supplemental benefits or incentive arrangements as of the present,
and has no plans to implement such in the future. However, with the plan to reorganize its organizational
structure, the company had offered retrenchment program to its employees and had effected in the year
2008.

For the ensuing twelve (12) months, the Company anticipates that it will maintain its existing manpower
and may not require any additional staff or officers.

B. Subcontractors

To provide the necessary manpower complement for land development, the construction of housing units,
and specialty works, the Company engages the services of accredited independent subcontractors. The
subcontractors are paid on a per contract basis. The number of the subcontractors utilized on any given
contract or project will depend on the manpower requirement of the said contract or project.

The major subcontractors of SRDC include (a) JEP Construction and Manpower Services, (b) R.Q.
Bandis Construction, (c) A.B. Canlas Builders, (d) Equilibrium Engineering, (e) Modern Innovation
Construction, (f) TJTJ Construction and Supplies, (g) J.C. Rodriguez Construction Corp., (h) CSE
Builders, (i) E. Bolivar Construction, (j) Gazam Trading, (k) W.C. Fuerte Construction, (I) Red Carmel
Construction, (m) MMJF Buiilders and Trading, (n) F.T. Ortiz Builders, Inc., (0) Starclink Builders, (p) Val-
dap Construction and (q) Arcea Builders.

Technology

The Company utilizes modern construction technology for its mass housing construction process, and
management information systems for its operations. The following discussion presents a description of
the Company’s use of the said technologies:

A. Steel Wall Form System and T-joist System

The Company’s steel wall form and T-joist systems for mass housing production represent an adaptation
and innovation of existing Malaysian and American building technologies used in Asia, the United States,
and Europe. The building systems were redesigned by the Company’s engineers, and fabricated by local
suppliers.

The steel wall form system combined with T-joist system has several advantages over the conventional
CHB system in terms of construction time, cost, durability, aesthetic finish and overhead cost. The
technology is designed for quick and easy assembly of housing units. It also utilizes relatively less
manpower to construct a house skeleton in around eight (8) hours. This cuts down on labor and
materials expenses for low-cost and/or socialized housing intended for mass production. The systems
also allow the Company to undertake land development and housing construction at the same time,
thereby cutting down construction time. However, with the plan to go into real estate business, the
Company has sold majority of its construction equipment and tools.

B. MegaSystem

The Company utilizes the MegaSystem computer software for its information management. This software
is a windows-based system that was designed specifically for the information management system of a
construction company. The system is intended for the Company’'s easy recording and retrieval of
information.

The following modules of the software are fully integrated:
= Project estimating
» Purchasing and inventory management



= Accounts payable and receivable management

*  Sub-contractors management

= General ledger

The system provides for the timely processing and preparation of project cost estimates, bid proposals,
billings, processing of sub-contractors’ billings, suppliers’ deliveries and governmental reporting
requirements.

Assessment and Management of Risk

One of the risks that the Company is faced with is the competition within the industry. The Company
would bank on its strengths over its competitors, particularly on the use of modern technology, its large
pool of accredited subcontractors and its good working relationship with its clients to at least keep its
stance in the industry.

Another risk is the Company’s lean manpower organization. With this, it is inevitable that the Company
relies on few key personnel. To counter this risk, the Company conducts training to its personnel and
encourages the transfer of technology within the organization. Moreover, with the plan to re-focus its
business, the Company must acquire new employees and at the same time had to retrench redundant
employees.

The Company’s reliance on its few existing clients poses another risk since the loss of any of these
clients could have a material adverse impact on the Company. In 2013, the Company has added two (2)
new clients.

Another risk that the Company is exposed to is its contractual arrangements with independent
subcontractors. Any event that will adversely affect the ability of the subcontractors to meet the
Company’s performance standards could also affect the Company’s operations. To counter this, the
Company maintains and adheres to an accreditation process for its subcontractors to minimize the risk of
the latter’s inability to meet quality and cost standards of the Company. Also included in the accreditation
process is the requirement for the subcontractor to post a bond. This would reduce the risk of the
subcontractor not to finish a project and would lessen the financial impact on the Company should the
subcontractor fail to finish the project. Moreover, there is the risk that the subcontractor can become a
competitor. To avoid this, the contracts between the Company and the subcontractors included a
provision which states that while the subcontractors have existing contracts with the Company, they
cannot engage their services directly with the developers. Should they do so, even after the contracts
between the Company and the subcontractors have been served, the subcontractor will be taken out of
the list of accredited subcontractors.

The price volatility of construction materials and natural calamities are risks inherent in the construction
business. At present, the Company enters into relatively short-term construction contracts (about 3 — 6
months only) and practices hedging techniques to lock in prices when the prices are low. Also, since the
contracts are short-term, the risk of loss that natural calamities may bring about is lessened. For service
companies like the Company, the longer the contract, the higher the chances of loss since a long-term
contract would be subject to more uncontrollable events which could continue to incur costs for the same
contract revenue. With short-term contracts, there is early realization of revenue.



