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PART 1 - BUSINIESS AND GENERAL INFORMATION
Item 1. BUSINESS

Alsons Consolidated Resources, Inc. (“ACR” or the “Company™) was incorporaled on December
24, 1974 as Victoria Gold Mining Corporation to engage in the business ol exploration of oil,
petroleum and other mineral products. The corporate name was changed to Terra Grande Resources
Inc. (Tegre) in March 1995. ’

In 1994, the Alcantara Group, through Alsons Power Holdings Corporation {(APHC), acquired a
55.80% interest in Tegre through a swap of APHC’s 50.78% stake in Northern Mindanao Power
Corporation (NMPC). The Securities and Exchange Commission (SEC) formally approved the stock
swap on March 4, 1995 together with the increase in the Company’s authorized capital stock [rom £1
billion to 23 billion.

The corporate name was changed to Alsons Consolidated Resources, Inc. in June 1995 to mark the
entry of the Alcantara Group. The Company’s primary purpose was subsequently changed o that of
an investment holding company, and oil exploration was relegated to a secondary purpose.

On October 10, 1996, the Company completed its reorganization through a series of stock swaps. As
a result of this reorganization, some of the Alcantara Group’s established businesses became majority
or minority owned subsidiaries of ACR and the Company’s authorized capital was further increased
from 23 billion to 12 billion.

ACR’s core businesses, conducted through its various subsidiaries and associates, can be grouped into
the following main categories: a) Energy and Power, b) Property Development, and c¢) Other

Investments. A description of the general nature and scope of these businesses is presented below:

Energy And Power

ACR’s investment in the Energy and Power business is through two holding lirms namely, Conal
Holdings Corporation (Conal or CHC) and Alsing Power Holdings, Inc. {Alsing). On August 1,
2013, ACR re-acquired the 40% ownership by Electricity Generating Public Co. Lid. (EGCO) of
Thailand in Conal. With this acquisition, Conal became a wholly owned subsidiary of ACR. Conal
owns all of ACR’s operating Philippine power generation businesses, namely: (1)} Alsing Power
Holdings, Inc. at 80%, (2) Alto Power Management Corporation at 60% and (3) Mapalad Power
Corporation 100%. Alsing, in turn, owns 55% of: (a) Western Mindanao Power Corporation; and, ()
Southern Philippines Power Corporation. Further, ACR directly owns 20% of Alsing.

ACR also has a wholly owned subsidiary, Alsons Power International Limited (APIL), which handles
the development of the power plant projects of ACR oulside the country.

The three (3) operating power generation subsidiarics, Western Mindanao Power Corporation
(WMPC) and Southern Philippines Power Corporation (SPPC) and Mapalad Power Corporation
(MPQ) are all located in Mindanao.

WMPC operates a 100-megawatt (MW} diesel-fired electricily generating facility in Zamboanga City
under an 18-year “Build-Operate-Own (BOO)” arrangement with National Power Corporation (NPC)
until December 2015. SPPC, on the other hand, operates a 55 MW diesel-fired electricity generating
facility located in Alabel, Sarangani Province, 15 kilometers east of the city proper of General Santos,
also under a BOO arrangement with NPC for 18 years until May 2016.
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MPC rehabilitated and starled operating 98 MW of the 103MW Bunker-Fired Iligan Diesel Power
Plants (IDPPs) T and 11, which Conal acquired from the Iligan City Government on February 27
2013..1" he Company entered into Power Sales Agreement (PSAY with various distribution utilities anci
electric cooperatives, namely Holcim Philippines, Inc. (10MW); Iligan Light and Power, Inc
(10MW); South Colabato 1 IElectric Cooperative, Inc. (30 MW); Zamboanga City El’ectri(;
Cooperative, Inc. (18 MW}, Agusan del Norte Electric Cooperative (15 MW); Agusan del Sur
Electric Cooperative (10MW); Zamboanga del Sur I Electric Cooperative, Inc. (SMW) and
Zamboanga del Norte Electric Cooperative (SMW).

The Mindanao Grid, where the three power planis of ACR’s Energy and Power business operale, is
dominated by power gencrated by the Agus Hydroelectric System. However, when the water of Lake
Lanao is at a critical level, the Agus System cannot service the full demand of the Mindanao Grid.
The SPPC and WMPC plants are therefore called for dispatch to supply this deficit. As the demand
for power in Mindanao is expected to grow rapidly over the next few years, these power plants will
play an important role in providing adequate and stable power for Mindanao.

Expected to play a prominent role in assuring adequate and economic power supply to the Mindanao
Grid is the 210MW Coal-Fired Power Station Project (SM200) in Maasin, Sarangani, which ACR is
presently constructing the first I0SMW through its subsidiary, Sarangani Energy Corporation (SEC).
On December 10, 2012, ACR cntered into a Sharcholders Agreement with Toyota Tsusho
Corporation (TTC) of Japan, whercin TTC agreed to subscribe 25% of the total equity of SEC. The
construction is currently undertaken by Daelim Industrial Co., Lid. of Korea and Daelim Phils., Inc.
Comimercial operations are expecled to commence in 2015. The SM200-Phase 2 will follow a year
later. In addition, ACR is also developing through a subsidiary, San Ramon Power Corporation
(SRPI), a 105SMW Coal-Fired Power Station Project (ZAM100) in Zamboanga City. ZAMI100 will
supply power to Zamboanga City and other parts of the Zamboanga Peninsula. SRPI obtained its
Environmental Compliance Certificate (ECC) on March 20, 2012.

ACR, through subsidiaries, is likewise conducting {easibility studies on renewable cnergy projects.
Currently under development are the Siguil 17MW Hydro Power Project in Maasim Sarangani and
the Bago 40MW in Negros Orjental. These projects are expected lo augment power supply in the
citics of General Santos and Bacolod, respectively, once Lhey are completed.

Property Development

ACR is also cngaged in the Property Development business through its subsidiary, Alsons Land
Corporation or ALC. Established on November 25, 1994, ALC was primarily involved in two major
enterprises, a 72-hole golf course development with a residential component called the “Eagle Ridge
Golf & Residential Estate” in General Trias, Cavite and is a 440-hectare industrial estate owned by
LLI, otherwisc known as the “LIMA Technology Center” in Malvar and Lipa City, Batangas. In
October 2013, ACR through ALC disposed its 60% share in Lima Land Inc.

The Eagle Ridge Golf & Residential Estate (Eagle Ridge) is a joint venture between ALC and Sta.
Lucia Realty Development, Inc. The Fil-Estate Group of Companies primarily handles the sale of its
golf shares and residential lots. Fagle Ridge is a 700-hectare project Jocated in Gen. Trias,
Cavite. The only Golf Club in the Philippines with four completed signature golf courses and three
fully operational clubhouses, Fagle Ridge has superior facilities that cater not only to gollers but also

to their families and guests.

"To maximize the use of its remaining land holdings, ALC is also engaged in the development of other
types of housing products. Re-packaging its properties to better suit emerging market niches in the
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property sector, ALC launched “Campo Verde”, a joint venture project with Sunfields Really
Development, Inc. The 11-hectare property is located inside LTC and an hour away from Makati via
the South Luzon Expressway and the Southern Tagalog Arterial Road Tollway. Campo Verde offers
three (3) distinct Spanish themed homes that are ideal for young o growing families. The model
house choices range from: Condesa with a lot area of 90 square melers and {loor area of 36 square
meters; Duquesa with a lot size of 100 squarc meters and a floor area of 50 square meters; and, Reina
with 120 square meter-lot and a floor area of 80 square melcrs.

Through subsidiary Kamanga Agro-Industrial Economic Development Corporation, ACR is also
developing the Kamanga Agro-Industrial Bconomic Zone, which will host SM200 in the Municipality
of Maasim, Province of Sarangani, and be accredited with the PEZA as an agricultural and light-
industry zone. Enterprises will be encouraged to set up their businesses in, or relocate to, this
“Ecozone” to enjoy incentives prescribed by law through the PEZA,

Qther Investments

To pursue projects in the mining sector, ACR organized ACR Mining Corporation (ACRMC),
formerly known as ACR Management Corporation. Its initial activity involved the acquisition of
Alsons Development & Investment Corporation’s interest in a mining claim, referred to as the Manat
Mining Claims. Covered by Mincral Production Sharing Agreement (MPSA) Serial No. 094-97-X1.
for 25 years up to year 2022, the mining claim has a total area of 1,547.32 hectares. It is located in
the Municipality of Nabunturan, Province of Compostela Valley and in the Municipality of Maco,
Province of Davao del Norte. Previous exploration work at the project area identified three sub-
parallel NW trending mineralized structures: Pagtulian, Katungbuan/Taglayag, and Magas. Detailed
work on the Magas Vein Zone (MVZ) so [ar revealed an estimated inferred resource of 2.7 million
tons containing: 2.8 g/t gold, 26 g/t silver, 0.09% copper, 0.85% lead, and 1.58% zinc.

ACR also has investments in RCP Holdings, Inc. and in Market Developers, Inc. (MADE), which
handles the Company’s Product Distribution business. RCP Holdings, Inc. owns 31.24% of
Refractories Corporation of the Philippines (RCP), a company engaged in the manufacture of
refractories and monolithic. RCP is under rehabilitation, and the Company’s product distribution
activities had been substantially scaled down until better opportunities can justify resumption of its
trading operations.

To further expand its interest in the energy sector, the Company is presently considering several
investment opportunities also in Mindanao.

Status of publicly-announced new projects

1. In March 2013, the Alcantara Group (AG) entered into a joint venture agreement with Ayala
Land, Inc. (ALI) where ALI shall own 60% and AG 40% of the outstanding capital stock of
the Joint Venture Corporation (JVC), Aviana Development Corporation (ADC) o undertake
the development of the Lanang property in Davao of ACR. On September 17, 2013, ADC
was incorporated as JVC and ACR subscribed 34% ownership in ADC. As of December 31,

2014, ADC is not yet in operations.

9 The construction of the first 105MW phase 1 of the 210 MW Sarangani Energy Corporation
is already 90% complete as of end 2014 and is expected lo commence commeicial operations
in October 2015. SEC plant is expected to reach its lull 210 MW capacity within the [ourth
quarter of 2016. SEC’s 210MW plant is onc of the first new bascload power plants that will
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F:’e ol?erating in 2015 to help provide a sustainable and lasting solution to the power shortage
in Minadanao.

T 'he' total project cost is £13.5 billion of which £4.2 billion is in the form of equily and £9.3
billion through a syndicated term loan from local banks.

3. The- 105MW San Ramon Power Inc. (SRPI) plant in Zamboanga City has received ils
environmental compliance certificate from the Departiment of Environment and Natural
Resources in March 2012, Daelim Indusirial Co., Lid. of South Korea is also its EPC
contractor. The SRPI expected construction of the plant that was previously forecasted to
commence in the later part of 2013 has been deferred al later time. The total project cost is
estimated at 213.5 billion. The Company is still in the process of negotiation with various
banks to finance the project. SRPI coal plant will service Zamboanga City and other nearby
areas is scheduled 1o begin operating before the end of 2018.

The Company has no existing patents, trademarks, copyrights, licenses, franchises, concessions
and rovalty agreements.

(i} Busincss segments contribution to revenucs

Table I - The contribution of each segment of the business to the consolidated revenues ol the
Company are as follows:

(Amounts in Thousand PhP) % 1o Total
2014 2013 2012 2014 2013 | 2012
Energy and Power B5,159,454 23,316,193 B2,100,706 100% 99% 98%
Property Development 20,617 27,343 41,750 0% 1% 2%
25,180,071 23,343,530 22,142,456 100% | 100% | 100%
*Figures have been restated to reflect the overstatement of fees charges to customers.
Income from foreign sources amounting to P25 million in 2014, £27 million in 2013 and

P32 million in 2012 represents fees from technical advisory services related o the operation and
maintenance of a power plant in Indonesia.

(i) Competition

Aside from the numerous housing developments competing in Batangas, Cavite and Laguna areas, a
shift in the market forces has prompted a slowdown in sales for the Eagle Ridge Goll and Residential
Estates. Economic and affordable housing developments of Filinvest, Camella Homes, and Amaia
have gained a foothold in the region.

While several generation companies have cither commenced construction of coal-fired power stations
or announced plans to build them, Sarangani Energy Corporation (SEC) has secured its position in the
market by entering into Power Sales Agreements (PSAs) with varfous distribution utilities. Having
secured the approval of the Energy Regulatory Commission of these PSAs, SEC is assured of the
market for its capacity.

The diesel power stations of WMPC, SPPC, and MPC are presently [ully contracted. Smaller
embedded power stations have started operation in the franchise arcas of some electric cooperatives
but because the output of WMPC, SPPC, and MPC are compelitively priced and their performance
proven over years of reliable operalion, thesec power companies continue to be the preferred supplier
of most distribution utilities.
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(iii) Sources and Availability of Raw Matcrials and Supplics

Materials and supplies used by SPPC and WMPC [or power generation include {uel and lubricating
oils. The National Power Cormporation (NPC) provides the fuel oil while Pilipinas Shell Petroleum
Corporation directly supplies the lubricating oil requirements of the plants. Wartsila Corporation of
Finland supplies the engine parts and major maintenance services needed by the plants.

Meanwhile, MPC signed a Fuel Supply Agreement with Pelron Corporation for the supply of
approximately 6 million liters of fuel. The agreement is valid until December 31, 2015. Similar to
WMPC and SPPC, MPC has also agreements with Pilipinas Shell Petrolewm Corporation for the
supply of its lubricating oils and with Wartsila Corporation for the supply of its engines.

{iv) Dependence on a Single or a I'ew Customers

The SPPC and WMPC companies’ sole customer is NPC through BOO arrangements. Alto Power
Management Corp. (APMC), a subsidiary of ACR, provides the plant and operation management
services to SPPC, WMPC and MPC. Also, APMC International Ltd., a wholly owned subsidiary of
APMC, provides Operations and Maintenance management services to PT Makassar Power
Indonesia.

MPC has fully contracted for 3 years its 103MW capacity to scveral eleclric cooperatives in
Mindanao and Holcim, MPC increased its operating capacity by 5MW in March 2014 upon the
completion of the rehabilitation of the 12" unit. The additional capacily has already been contracted
with ZANECO with the same terms as other electric cooperatives.

The Property Development and other businesses of ACR are not dependent on a single or few
customers and the loss of one or a few customers will have no material adverse effect on the
Company and its subsidiaries.

{v) Effect of Existing or Probable Governmental Regulations on the Business

Republic Act No. 9136, the Electric Power Reform Act (BPIRA), and its Implementing Rules and
Regulations (IRR), provide for significant changes in the Power Sector which includes among others:

a. The unbundling of the generation, transmission, distribution and supply of power and other
disposal assets, including its contract with IPP and electricity rates;

b. Creation of a Wholesale Electricily Spot Market (WESM) within one year; and,
c.  Open and nondiscriminatory access (o transmission and distribution syslems.

The law also requires public listing of not less than 15% of common shares of generation and
distribution companies within 5 ycars from the effectivity of the EPIRA. Tt provides: (i} cross
ownership restrictions between transmission and generalion companies and between transmission and
distribution companies; and, (ii) a cap of 50% on the demand of a distribution utility sourced from an
associated company engaged in generation excepl for contracts entered into prior to the effectivity of
the EPIRA; and (iii) specifically relating to generation companics, a cap on the concentration of
ownership to only 30% of the installed capacity of the grid and/or 25% of the national installed
generating capacity. Based on the asscssment of management, the operating subsidiaries have
complied with the applicable provisions of the EPIRA and its IRR.
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(vi) Rescarch and Development

ACR and its subsidiaries do not allocale specific amounts or a fixed percentage for research and
development. All research, if any, are done by its subsidiarics and affiliates on a per project basis. The
allocation for such activities may vary depending on the nature of the project.

(vii) Employces

As of December 31, 2014, ACR and its 50% or more directly or indirectly-owned subsidiaries had a
manpower complement of 373 employees, broken down as follows: 5 executives, 20 managers, 78
supervisors and 270 associates. The Company believes that changes in manpower complement will
be minimal for the next twelve months. The employees of the Company and its subsidiaries are nol
unionized.

{viil) Banlruptey Procecdings

The Company has not contemplated any plan for bankrupley, receivership or similar proceedings.
Neither is there any malerial reclassification, merger, consolidation nor sale of any significant amount
of assets in the ordinary course of business.

(ix) Cost and Effect of Compliance with Environmental Laws

As a holding company, ACR engages only in projects and activities that comply with environmental
laws. Its power subsidiarics follow the regulations embodied in the EPIRA. All its plants meet the
exhaust emission standards set by DENR. Compliance with existing environmental laws has
corresponding costs, which include expenditures for the following: 1) rencwal fees for the DENR
permit/license to operate; 2) exhaust ecmission tests and monitoring (costs covered by the
environmental guarantee fund), 3) environmental monitoring fund (SPPC 500,000 and WMPC B
586,000), and 4) environmental guaranty fund (SPPC P500,000 and WMPC £598,000). WMPC and
SPPC have spent for desulfurization facililies amounting to £22,245 and 156,274, respectively. The
Company meets all governmental, environment, health and safety requirements. The Company’s
operating units are regularly inspected and have not experienced significant governmental,
environment, health or safety problems. For the past three years, the total amounts spent in
complying with environmental laws by the subsidiaries are as follows: (1) £6,721,230 in 2014; (2) P
3,270,768 in 2013; and, (3) £2,021,131 in 2012.

(x) Investment Acquisifion

On July 2, 2013, the Company acquired from EGCO International Limited (EGCO) the latter’s 40%
interest in CHC, valued at US$13 million, increasing the Company’s ownership in CHC to 100%.

On February 27, 2013, CHC acquired {rom the lligan City Government, the 98 MW Bunker-Fired
lligan Diesel Power Plants (IDPPs) 1 and 11 valued at P387million. MPC rehabilitated the two plants
at total cost of 800 million, the capacity has now increased Lo 103MW

On December 23, 2010, ACR purchased 29,140,000 shares of Indophil Resources, NL (Indophil) in
the amount of £1,316 million. ACR previously accounted its investment in Indophil as available-for-
sale financial statements and it recognized an unrealized gain on change in Tair value of P45 million
(net of tax of B19 million) recorded under “Other comprehensive income.

Alsons Power Holdings Corporation (APHC), also a company under the Alcantara Group, cntered
into a placement agreement (the Agreement) with Indophil to purchase the 207,708,334 shares int two
(2) tranches. On December 26, 2011, APHC incorporated Alsons Prime Investments Corporation
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(APIC) as a wholly owned subsidiary primarily (o hold the Indophil investment. The Agreement was
concluded on February 6, 2012, with APIC owning 17.26% of Indophil’s total outstanding shares.

Subsequently, on September 23, 2014, APIC offered to acquire all of Indophil’s issued shares not
already owned by APIC under a Scheme of Arrangement. Under the Scheme, APIC offered Indophil
shareholders A$0.30 cash for each share that they owned. With the consent of Indophil’s
shareholders of the Scheme during the December 18, 2014 sharcholders’ meeting and the final
approval by the Australia Supreme Court on January 13, 2015, payment to all shareholders on the
share register as at the Record Date of January 20, 2015 except for shares already owned by APIC’s
affiliates, ACR and Alsons Corporation {AlCorp), was completed on January 28, 2015. As such,
APIC’s ownership increased from 17.26% to 97.27%.

Meanwhile, APIC, AC and ACR entered into an agreement on January 30, 2011 that defined the basic
principles, policies, terms and conditions, which shall govern their conduct and relalionship as
shareholders of Indophil. With this agreement, the Group’s equity share in Indophil was consolidated
and initially reached 19.99% of the latter’s outslanding shares in 2012 and f{inally to 100.0% with the
completion of the Scheme in JTanuary 2015.

Mr. Nicasio L. Alcantara, Chairman of APIC and a Director of AlCorp and Alsons Development &
Investment Corporation (parent of APHC), has been Indophil’s non-executive Director since
December 2011,

Item 2. PROPERTIES
DESCRIPTION OF PROPERTIES

The Company’s energy and power operations are focated in three different sites. WMPC’s own
power plant is in a 9-hectare properly in Sitio Malasugat, Sangali, Zamboanga City. SPPC’s
operations arc situated in a 16-hectare property located in Alabel, Sarangani Province, and 13
kijometers cast of the city proper of General Santos. CHC’s Plants 1 and 2 which are operated by
MPC, are in an 8-hectare property in the municipality of Lugait, Misamis Oriental and in the City of
Uigan. The WMPC and SPPC properties are fully owned by the above-mentioned subsidiaries of
ACR. On the other hand, the power plants in Lugait, Misamis Oriental and City of ITligan were
acquired by virtue of a Deed of Sale between the City of lligan and CHC dated February 27, 2013.
The lots on which the power plants of CHC are located were acquired by MPC from Alsons
Development and Investment Corporation by virlue of the deed of sale dated November 21, 2013.
The power plants of WMPC and SPPC were used as collaterals for the loans obtained to [inance the
construction of the said plants. The power plant of CHC and the fots of MPC were used as collateral
for the rehabilitation of the CHC power plants. The Plant of SEC which is currently under
construction is located in Maasim Saragani Province.

ALC, the Company’s properly development company, used to own a 700-hectare properly in
General Trias, Cavite. ALC also bas properties in Batangas, Cabuyao in Laguna, and along Don
Chino Roces Avenue (formerly Pasong Tamo Extension), Makati City. lts Batangas properly
currently has residential developments.

The Company maintains ils corporate headquarters at the Alsons Building, Makati City, which is
owned by ALC.

All of these properties are in good condition.
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Table H — Property, Plant and Equipment (consolidated)
December 31, December

(dmounts in Thousand Pesos) 2014 31, 2013
Main Engine of Power Plant Structures and Others £7,923,546 R7,922 079
Land, Buildings and Leasehold Improvements 818,280 503,667
Plant Mechanical, Swilchyard and Desulfurization
Equipment 4,417,171 4,416,401
Machinery and Other equipment 337,278 313,685
Construction in Progress 10,907,983 3,840,005
Cumnulative Translation Adjustments (2,446,672) (2,434.438)

Total 21,957,592 14,561,459
Less: Accumulated Depreciation and Amortization (8,547,049 (7,887.,695)
Net Book Value £13,410,543 26,673,764

Iem 3. RISKS

Through prudent management and cautious investment decisions, ACR constantly strives o
minimize risks that can weaken its financial position. However, certain risks are inherent Lo specific

industries and are not within the direct control of the Company.

Some of the risks that the company and its subsidiaries may be exposed to are the [ollowing:

(a) Yoreign Exchange Rate Fluctuations

The Company’s exposure is primarily associated with [luctuations in the value of the Peso
against the U.S. Dollar and other foreign currencics. The loan obligations of its power
companies are dominantly denominated in U.S. Dollars and their operating costs include
spare parts and insurance, which are likewise denominated in foreign currency. However, the
power companies have a natural hedge against foreign exchange {luctuations since their
revenues are also denominated in US Dollars. Likewise, the Company keeps a portion of its
short-lerm investments in foreign currency.

(b) Interest Rate Risks

d)

The Company’s interest rate risk management policy centers on reducing overall interest
expense and on minimizing other costs of borrowing. Changes in market interest rates would
have material impact on the Company’s interest-bearing obligations, specifically on those
with floating interest rates.

ACR and its subsidiaries manage their interest rate risks by leveraging its debt portfolio and
by optimizing a mix of fixed and variable interest rates. Other measures, are employed to
avert risk include pre-payment of debts and re-financing of loans. Morcover, utilization of
existing credit facilities has been kept to a minimumn.

Liquidity Risks

The Company and its subsidiaries carefully manage their liquidity position to be able to
finance their working capital, debt service and capital expenditure requirements. Sufficient
levels of cash and shorl-term money market placements are maintained to meet maturing
obligations. Management regularly monitors and forecasts its cash commitments, matches
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e)

debt payments with cash generated from the assets being [inanced, and negotiates with
credifors on possible restructuring or re-financing of existing loans to avail of better terms
and conditions.

Credit Risks

ACR and subsidiaries transact only with companies and institutions thai are in a sound
financial position and have demonstrated good credit standing. The power companies’
receivables are largely from the National Power Corporation, and the collection of which has
been current and up to-date. On the other hand, receivables ol the property companies come
from instaliment sales of industrial/residential lots and housing umils. Receivable balances
are monitored regularly and allowance provisions are reviewed to ensure limited exposure to

‘bad debts,

Further discussion on the Company’s {inancial risk management objectives and policies is

contained in Note 32 of the Consolidated Financial Stalements.

ltem 4. LEGAL PROCEEDINGS

Some of the subsidiaries or alfiliates of the Company are from time to time involved in rouline
litigation as well as various legal actions incidental to their respective operalions. However, in the
opinion of the Company’s management, none of these legal matters, in which its subsidiaries or
affiliates are involved, will be material to the Company’s financial condition and resulls of
operations. Refer to Note 35 of the Consolidated Notes to Financial Statements attached to this report
for detailed description.

Item 5. SUBMISSION of MATTERS to a VOTE of SECURITY HOLDERS

During the calendar year covered by this report, no business matter was submitted to a vote of

security holders through solicitation of proxies or otherwise.

Item 6. MARKET FOR REGISTRANT’S COMMON EQUITY and RELATED

PART II - OPERATIONAL AND FINANCIAL INFORMATION

STOCKHOLDER MATTERS

(1) Market Information

All the common shares of the company are listed in the Philippine Stock Exchange.

The following are the high and low market prices of the Company’s shares for the past three

years:

Table X1 — Market Price of ACR Shares

Tirst Second Third Fourth
Quarler Quarler Quarter Quarter
2015 | High 22.36
Low 1.94
2014 | High 1.50 £2.30 £22.20 P2.12
Low 1.27 1.40 1.90 1.93
2013 | High 1.58 1.45 1.51 1.44
Low 1.22 1.25 1.31 1.25
2012 | High 1.58 1.45 .51 1.44
Low 1.22 1.25 1.31 1.25
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Stock Price as of March 27, 2015 was at B2.36 per share.

(2) Stockholders

As ol December 31, 2014, ACR has 6,291,500,000 shares outstanding held by 470
stockholders, inclusive of the two (2) accounts under PCD Nominee Corporation. The list of the
top twenty stockholders of the Company as recorded by Prime Stock Transfer Services, Inc., the
Company’s stock transfer agent, are as [ollows:

Table IV — Top Twenty (20) Stockholders

No. of Shares % to
Name Held Total

1. Alsons Corporation 2,592,524.072 |  41.21%
2. Alsons Power Holdings Corp. 1,249,999.600 T 19.87%
3. Alsons Development and Investment Corp. 1,188,524,026 18.89%
4, PCD Nominee Corporation (Filipino) 1,101,5006,577 17.81%
5. PCD Nominee Corporation (Non-Filipino) 113,543,000 1.80%
6. Rennie C, Tan 7,000,000 0.11%
7. Felicisimo I. Alcanlara 6,027,574 0.09%
8. SEC Account No. 2 fao; Various Customers of

Guoco Sceurilics 2,090,000 0.03%
9. All Asia Capital Trust & Investment Division A/C

95-001 1,830,000 0.03%
10. EBC Sccurities Corporation 1,030,000 0.02%
11. Felipe A. Cruz, Jr. 1,000,000 0.02%
11. NoraT.Go 1,300,000 0.02%
12. TFirst Integrated Capital Securities, Inc. (555300) 900,000 0.01%
13.  First Integrated Capital Securities, Inc. (555200) 795,000 0.01%
14. Ansaldo, Godinez & Co., Inc. 755,000 0.01%
15. George Go 750,010 0.01%
16.  AACTC FAQO Trinity Investment 680,000 0.01%
17. Generoso F. Balmeo . 600,000 0.01%
17 EstebanYau 600,000 0.01%
18. S. I Roxas & Co., luc, 507,000 0.01%
19. Antonio Co 500,000 0.01%
19. Mendoza, Martinez &/or Alberto Mendoza 500,000 0.01%
19.  Quiambao, Anlonio S. 500,000 0.01%
19. Roqueza, Ricardo S, 500,000 0.01%
19. San Jose, Roberto V. 500,000 0.01%
19.  Vega, Luis &/or Eliseo C. Ocampo, Jr-. 500,000 0.01%
70, Mendoza, Alberlo G. &/or Jeanie C. Mendoza 450,000 0.01%

Total shares of top 20 6,275,611,859 99.75%
(3) Dividends

Declaration of dividends is subject to approval by the Board of Direclors, In its Board
meeting held on May 23, 2014, the Board approved the payment of cash dividends of £0.016 per
share on July 24, 2014 to stockholders of record on June 30, 2014.

The historical dividend declarations are follows:
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Year  Date of Declaration Per Sharce Aniount Datc of Record Dale of Payment
2013 March 21,2013 £0.016  P100,664,000  May 23,2013 June 14,2014
2012 May4, 2012 0.010 62,915,000 May 18, 2012 June 14,2012
2011 May 20, 2011 0.011 (9,200,500 June 6, 2011 June 13, 2011
2010 Mareh 26, 2010 0.010 62.915,000  April 20, 2010 May 17,2010
2009 December 18, 2009 0.010 62,915,000  January i1, 2010 Janvary 29, 2010

Management continuously endeavors to increase ACR’s share value thru ils new projects and

project expansion programs while at the same time providing yearly dividends to its shareholders.
On June 8, 2011, the Board of Directors adopted a dividend policy of annually declaring
dividends from 20% of the previous year’s unapproprialed relained carings.

(4) Sales of Unregistered Securities Within the Last Two (2) Years

There are no other securities sold for cash by the Company within the last two (2) years that

were not registered under the Securities Regulation Code.

Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION

REVIEW OF CURRENT YEAR 2014 vs. 2013 OPERATIONS

Highlights of the Company’s {inancial performance are as [olows:

1.

Revenues and Profitability

ACR and Subsidiaries posted consolidated revenues of B5,180 million in 2014, higher than
the 23,344 million reported in 2013. The 55% growth was mainly due to the [ull year
commercial operations of MPC in 2014 adding $2,958 of revenues. MPC was re-acquired in
February 2013 and started commercial operation in September that year.

Cost of services was reported at 23,537 million, 79%  higher than  the
£1,978 million in 2014, MPC spent £2,256 million for its full year fuel requirements in 2014
vis-a-vis the P977 million incurred for the four (4) months operations in 2013.

Nonetheless, gross profit improved by 21% in 2014 to £1,632 million from £1,345 million in
2013 due to higher revenucs.

General and administrative expenses was higher in 2014 at 2467 million from P363 million
in 2013 due mainly to higher business taxes, a non-controllable item. In spite of this,
operating profit still improved by 18% to £1,164 million from 2983 million reported in
previous year.

Furthermore, earnings before interest, taxes, depreciation and amortization (EBITDA) from
continuing operations, which represented 40% of total revenues reached £2,088 million, 27%
higher than the B1,640 million realized in 2013.

Meanwhile, interest income was 12% lower in 2014 at R22 million from $25 million in 2013
due mainly to the lower cash placements made during the year. In contrast, interest expense
was 73% higher at R207 million in 2014 from B119 million in 2013, as a result of higher loan
availments.



Alsons Consolidated Resourrf ‘inc. '
SEC Form 17-A Annual Report Year Ended December 31, 2014 Page 12

On the other hand, the Company realized other income of #109 miilion in 2014 versus a
reported loss of £49 million in 2013, Last year’s other losses stemmed principally [rom the
R101 million equity in net loss of its investment in Indophil as well as foreign exchange
logses of 47 million resulting [rom the revaluation of US Dollar-denominated liabilities of
the Company.

The net income altribulable to the equily holders of the parent was reported at £359 million,
9% lower than the 395 million income in 2013, As a result, basic earnings ol £0.057 per
share decreased from £0.063 per share in 2013,

Without the 2146 million one-time gain arising from the disposal of Lima Land, Inc. (LLI) in
2013, current year’s level was 44% betler, Correspondingly, basic earnings from continuing
operations of 20.057 per share in 2014 was higher than the 2013 level of £0.040 per share.

2. Financial Position

As of December 31, 2014, total resources of ACR and Subsidiaries remained robust at £
25,725 million, increasing by 43% versus the 17,989 million level reported in 2013,

Current assets grew by 14%, from £6,841 million to $7,765 million. The increment came
largely from the increase in Sarangani Energy Corporation’s (SEC’s) cash and cash
equivalents as well as higher prepaid expenses, mainly value added tax. Similarly,
noncurrent assets rose by 61%, representing capital expenditures incurred [or the on-going
construction of the power plant.

On the other hand, current liabilities incrcased by 4% in 2014, from 2,367 million to 2,462
million, largely on account of higher trades payable. Noncurrent liabilities likewise escalated
by 144%, as SEC drew from its project loan to {inance its capital expenditures.

Accordingly, ACR’s balance sheet remained strong with a current ratio at 3.15:1 in 2014
versus the 2.89:1 level in 2013, and continued to be underleveraged despite an increase in its
debt-to-equity ratio, from 0.73:1 to 1.47:1.

Meanwhile, net cash inflows from operating activiies decreased by 5%, from £2,090 million
in 2013 to B1,977 million in 2014, as the 2013 balance included {unds realized from
discontinued operations. Together with net cash inflows from financing activitics amounting
to £5,693 million, largely from loan availments, available funds totaled £7,670 million in
2014, On the other hand, pet cash outflows used in investing aclivities, mainly for the
construction of the SEC power plant, amounted to £6,552 million. Including the cffect of
foreign exchange rate changes, ACR’s consoliclated cash reached £2,512 million,
significantly higher than the 2013 balance ol £1,422 million.

3. Key Performance Indicators (KPI)

The Company’s financial KPI for the year ended December 31, 2014 showed significant
improvement compared to 2013 as follows: (Amounts in million pesos, except ratios)

TFinancial KPI Definition Calendar Year

2014 | 2013
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Profitability
Revenues £5,180 £3 344
EBITDA £2,088 R1,640
ERITDA Margin EBITDA + Net Sales 40% 49%
. . Net Income + Total Average | ... | .
Return on Equit &
duy Stockholders’ Equity % 7%
Net Earnings Attributable To N
Equity Holders 2359 B3935
Efficiency
R . Qperating Expenses + Gross
Operat I H .
perating Expense Ratio Operating Income 40% 37%
Liquidity
_ Cash Flow from Operating
Net Deb Crage . ) 0
et Debt Coverage Activities + Net Financial Debt 18% 46%
Debt-To-Equity Ratio 1.47:1 0.73:1
Current Ratio Current ASS?I.S_.+ Current 3.15:1 2.89:1
Liabilities

Profitability

The earnings before interest, taxes, depreciation and amortization (EBITDA) of the Company
increase from 21,640 million to £2,088 million in 2014, EBITA Margin however, decreased
from 49% in 2013 to 40% in 2014 due to higher revenues during the year.

Return on equity (ROE) stood at 7% for both years. Net income attributable to the equity
holders of the Parent from continuing operations improved to £359 million [rom $£249
million in 2013 as the Company’s core income continue to improve.

Efficiency

The Company’s operaling expense ratio decreased lo 37% in 2014 from 44% in 2013.
Operating expenses in 2014 was higher due mainly to the higher real property taxes charged
to the newly rehabilitated MPC plant which is a none-controllable item.

Liquidity

As a result of additional project loan drawdowns during the year, financial debl increased by
1.2x. Consequently, net debt coverage decreased 1o 18% from last year’s 46%. Current ratio
on the other hand improved to 3.15:1 from last year’s 2.89:1.
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DESCRIPTION OF KEY PERFORMANCE INDICATORS:

REVENUES, Revenue is the amount of money that the company subsidiaries receive arising
from their business activities and is presented in the top line of the consolidated statements of
income. The present revenue drivers of the Company are i) Energy and power ii) Ulilities and iii)
Real estate. Revenue growth is one of the most important factors management and investors use
in determining the potential future stock price of a company and is closely tied to the carnings
power for both the near and long-term timeframes. Revenue growth also aids management in
making a sound investment decision.

EARNINGS BEFORE INTEREST, TAXES, DEPRECIATION AND AMORTIZATION
(EBITDA). The Company compules EBITDA as carnings before extra-ordinary ilems, net
finance expense, income lax, depreciation and amortization. It provides management and
investors with a tool for determining the ability of the Company to generate cash [rom operalions
to cover financial charges and income taxes. It is also a measure to evaluate the Company’s
ability to service its debts, to finance its capital expenditure and working capital requirements.

NET EARNINGS ATTRIBUTABLE TO EQUITY HOLDERS OF PARENT. Nel income
atiributable to sharcholders is one more step down from nel income on the consolidated
statements of income. The net income of a company is just all of the revenues minus all of the
expenses including inferest expenses and taxes. Net income attributable to shareholders is the net
income minus the non-controlling interests. This aids management and investors in identifying
company's profit allocated to each outstanding share.

DEBT-TO-EQUITY RATIO. This measures the company's financial leverage calculated by
dividing its total liabilities by stockholders' equity. It indicates what proportion of equity and debt
the company is using to finance its assets.

CURRENT RATIO. Current ratio is a measurement of liquidity computed by dividing current
assets by current Habilities. It is an indicator of the Company’s ability to meet its current maturing
obligations. The higher the ratio, the more liquid the Company presents.

Significant Disclosurces

Please refer to Anmex D of this report for the significant disclosures made by the Company

during the year. Other than those mentioned in Annex D and the disclosures made by the Company in
its Audited Consolidated Financial Statements, it is not aware of the following:

{. Unusual items that materially affect the Company’s assels, Habilities, equity, net income or
cash flows because of their nature, size or incidence;

2. Changes in estimates of amounts reported in prior interim periods of the current financial
year or changes in estimates of amounts in prior financial years that have a material effect in

the current period;
3. Issuance and repurchase of equily securities;
4, Segment revenues and segment results for business segments and geographical segments;

5. Changes in contingent liabilities or contingent assets since the annual halance sheet date;



-, e
i P

Alsons Consolidated Resource  .qc.

SEC Form 17-A Annual Report Year Ended December 31, 2014 Page 15

6. BExistence g'f material contingencies and other transaction events that are material lo an
understanding of the current period;

7. ;(no.wn. tl:enc.ls, commil'ments, events and uncertainties that will result in or likely to decrease
its liquidity in a material way. ACR does not anticipate having, within the next (welve (12)
months, any cash flow or liquidity problem nor does it anticipate any default or breach of any
of its existing notes, loans, other indebtedness or financial arrangements requiring it to make
payments. With the improvement in the Company’s operating performance, ACR expects (o
meet all {inancial loan covenants for the next interim period;

8. Events that will trigger direct or contingent material {inancial obligations to the Company,

9. Material off-balance sheet transactions, arrangements, obligations (direct or contingent), and
other relationships of the Company with unconsolidated entities or other persons created
during the year;

10. Known trends, events or uncertainties that have had or that are reasonably expected to have a
material favorable impact on net sales, revenues, nel income from continuing operations;

11. Significant elements of income or loss that did not arise from (he Company’s conlinuing
operations;

12. Material events subsequent to the end of the reporling period that have nol been reflected in
the consolidated financial statements;

13. Material changes in the composition of the Company, including any business combination,

acquisition or disposal of subsidiaries and long-ferm investments and discontinuing
gperations;

Notes to Financial Statements

Accounting Policies and Principles

The consolidated financial statements of ACR and its Subsidiarics for the years ended December

31,

2014 and 2013 are presented in accordance with Philippine Financial Reporting Standards

(PFRS) applied on a consistent basis.

Seasonality Adspects of the Business

The operations of ACR and its subsidiaries were not affected by seasonality or cyclicality.

Material Changes in Balance Sheet Accounts by 5% or More

Cash and cash equivalents, 77% Increase

The growth in cash and cash equivalents (2014: £2,512 million vs. 2013: £1,422 million} was
principally due to receipt of the loan proceeds by Sarangani Energy Corp. that remain unused
as of the end of 2014. Cash generated from operations during the year was £1,977 million,
5% lower than previous year’s £2,090 million. The proceeds of loan presenled in the
financing activilies amounting to 9,690 million was used to finance the on-going
construction of the first phase of SEC’s power plant. .
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2. Short-term cash investments, 291% Increase

10.

11.

Shori-term cash investments increased (2014: £34 million vs. 2013: £9 million) due to [unds
from operating activities

Trade and other receivables, 7% Decrease

With the full 2014 commercial operations of MPC, trade receivables increase (2014: 762
million vs. 2013: 610 million) generated during the year. Meanwhile, due from related
parties the advances to its major shareholders decrease (2014: 2,945 million vs. 2013: 3,208
million), resulting from seltlements during the year, The advances were subject lo cerlain
provisions, including interest and terms of repayment.

Spare parts and supplies, 18% Increase

The build-up consisted mainly of the purchase of spare parts for MPC during the year which
is reserve for contingency purposes.

Noneurrent portion of installments receivables, 20% Decrease

The decrement is due to collection of maturing accounts during the year.

Property, plant and equipment, 101% Increase

The growth is due mainly to expenditures incurred for the construction of the first phase of
Sarangani Energy’s power plant.

AFS financial assets, 110%, Increase

The improve market values of these AFS financial assets caused the increase in values of
these assets.

Retirement plan assets, 10% Decrease

The decrease was mainly due to retirement expense incurred during the year,

Accounts payable and other current liabilities, 49% Increase

The increase in payable to customers representing amount of overbilled fecs collected in 2013
and 2014 by MPC, caused the increase in accounts payable and accrued expenses.

Loans payable, 67% Decrease

The reclassification into long-term debt of the amount availed to [inance the construction of
Sarangani Energy Power Plant.

Income tax payable, 19% Increase

The higher laxable income caused the increasc in income tax payable in 2014,
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12.

13.

14.

15.

Derivative liability, 27% Decrease

The embedded derivatives arising from the exchange option of APHC-ACR Loan Pacility
Agreement which was assigned to its Lender Bank in accordance with the Omnibus Loan and
Security Agreement. The decline in derivative liability was the result of partial prepayment of
the loan during the year thereby resulting to a mark-to-market gain. The salient features of
this loan were discussed in Note 18 of the Notes to Consolidated Financial Statements. The
derivative liability was a result of re-measurement of the options, such that a mark-to-market
loss and the corregponding liability were recognized.

Current and Long-term debl, 159% Increase

The increment was due to the drawdown {rom the project loan facility of SEC during the year
as well as the availment of a US$73.5 million loan to partly finance the repayment of an
existing loan with APHC. Details of transaction is presented in Note 18 of the Financial
Statements.

Retircment pavable, 21% Decrease

The decrease was due mainly to the re-measurement of relirement benelil obligation as
conducted by independent Actuary during the year.

Assel retirement obligation, 15% Decrease

The decline was due to the change in estimate resulling from discount rate changes. The
assessment was based on best estimate of cash flows acquired to seltle the obligation on an
annual basis. The change in estimate resulted to a decrease in this account by £19 million.



i,
A P

Alsons Consolidated Resourcé nc.
SEC Form 17-A Annual Report Year Ended December 31, 2014 Page 18

REVIEW OF CURRENT YEAR 2013 and 2012 OPERATIONS
Highlights of the Company’s [inancial performance are as [ollows:
a) Revenuces and Profitability

ACR and Subsidiarics posted consolidated revenues of £3,344 million in 2013, higher than the P
2,142 million reported in 2012. The 56% growth was mainly contributed by the Company’s
Energy and Power businesses, generating energy fees of 23,289 million in 2013, 590% up [rom
the 22,068 million generated in 2012 due mainly to the start of MPC’s commercial operations
effective September 2013, MPC was re-acquired in February 2013, with rehabilitalion starling in
March 2013, and ramp-up operations commencing in May.

Revenues from the Properly Development business decreased 36% from P42 million to
P27 million. Revenues from sales of Campo Verde project were higher in 2012 at 29 units to
only nine units in 2013 due to lower available inventories.

Cost of services and real estate sold was reported at £1,998 million, 1.17x higher than the
£920 million in 2012 due mainly to the pass-through fuel costs of MPC that began full operations
in September 2013.

Consequently, gross profit improved by 10% in 2013 to P1,346 million from £1,222 million in
2012 due mainly to higher revenues.

General and administrative expenses slightly decreased by 3%, from £373 million lo £363
million due mainly to the absence of a provision for impairment of trade and other receivables.
As a result, operating profit improved by 16% to 2983 million from the £849 million reported in
previous year. The management fees paid to other associates in 2012 as well as the provision for
impairment in trade and other receivables contributed to the higher general administrative
expenses in 2013.

Furthermore, earnings belore interest, (axes, depreciation and amortization (EBITDA) [rom
continuing operations, which represented 49% of total revenues reached B1,640 million, slightly
higher than the £1,893 million realized in 2012.

Meanwhile, interest income was 46% lower in 2013 at P27 million from £50 million in 2012 due
mainly to the lower placements in 2013. In contrast, interest expense was 426% higher at 122
million in 2013 from £85 million in 2012, as a result of additional loan availment in 2013.

The Company incurred other losses amounting to P49 million in 2013, vis-a-vis the reported P
424 milljon other income in 2012. The current year’s other losses stemmed principally from the P
101 million equity in net loss on its investment in Indophil. In addition the company incurred
foreign exchange losses of P46 million as a result of the revaluation of its dollar-denominated
liabilities. Conversely, the company reported a $236 million other income in 2012, which
pertained to the compensation of the Parent Company as the sole project proponent [or the risk,
time and resources in developing Sarangani Energy that was paid by a new partner in the project.

As a result, income before tax of £840 million, decreased by 32% [rom last year’s level of 1,234
million. Nevertheless, provision for income tax was 12% higher al £270 million versus the
previous year’s 241 million, as the drop in income belore tax was essentially due to provisions
booked Lo revalue carrying costs of both investments and liabilities,
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In the meantime, in line with the corporate decision lo focus on power generation in Mindanao
and other key arcas of the Philippines, the company through its subsidiary, ALC, sold its
investment in Lima Land, Inc. in October 2013, Income realized by LLI in 2013, shown as
discontinued operations, amounted to #£196 million, 130% higher than last year’s income of R§7
miilion.

With the recognition of losses due to peso depreciation, ACR’s net income decreased by 29%.
As such, the income attributable to equity holders of the Company was likewise lower by 22% at
P395 million from last year’s £509 million. Correspondingly, basic carnings of £0.063 per share
decreased from £0.081 per share in 2012,

b) Financial Position

As of December 31, 2013, total resources of ACR and Subsidiaries stood at 217,989 million, 28%
higher than the P14,024 million reported in 2012. Currenl assels grew by 25%, from P5,482
million to P6,841 million. The increment came largely from the increase in trade and other
receivables, cash and cash equivalents as well as build-up of spare parts and supplies inventory.
The expenditures incurred for the on-going construction of the SEC plant, on the other hand,
caused the 31% growth in noncurrent assets.

The maturing portion of the loan availed by the Company from ils major shareholder and the
unpaid trade payables and interest by MPC increased current liabilities by 1.20x, from £1,049
million in 2012 to £2,367 million in 2013. On other hand, additional drawdowns from the project
loan of SEC accounted for the 1.97x rise in the Company’s non-cuirent liabilities. Accordingly,
ACR’s balance sheet remained robust with a current ratio at 2.89:1 in 2013 versus the 5.22:1 level
in 2012, and continued to be underleveraged despite an increase in its debt-to-equity ratio, from
0.73:1 from 0.25:1.

Meanwhile, net cash inflows from operating activities increased by 19%, from 1,740 million in
2012 to $2,090 million in 2013, Together with its net cash inflows from financing activitics
amounting to 2,827 million, largely from loan availment, total funds available reached £4,917
million. On the other hand, net cash outflows used in investing activities, mainly for the
construction of the SEC power plant, amounted to £3,790 million. Including the effect of foreign
exchange rate changes, ACR’s consolidated cash reached P1,422 million, significantly higher
than the 2012 balance of £277 million.

Key Performance Indicators (KI’1)

The Company’s financial KPL for the year ended December 31, 2013 showed significant
improvement compared to 2012 as follows: (Amounts in million pesos, except ratios)

Financial KPI Definition Calendar Year
2013 2012
(Restated)
Profitability
Revenues 123,444 R2,142
EBITDA P1,640 1,893
EBITDA Margin EBITDA + Net Sales 49% 88%
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) . Net Income -!—m:i‘“l;ial Average o
Return on Equit E
AUy Stockholders’ Equity 7% %
Net Earnings Attributable To ,
Equity Holders Ba67 £509
Efficiency
I . Operating Expenses + Gross
Operating Expense Rat : 0
! £ LXpelise 1Latio Operating Income 37% 4%
Liquidity
_ Cash Flow from Operating
Net Debt Coverage A5, 8
e e overage Activilies + Net Financial Debt 46% 124%
Debt-To-Equity Ratio 0.73:1 0251
Current Ratio Current Assets + Current 2.89:1 5.22:1
Liabilities

Profitability

The earnings before interest, laxes, depreciation and amortization (EBITDA) margin ol the
Company decreased from 88% in 2012 to 49% in 2013 due to fuel cost of MPC and spare
parts used by WMPC and SPPC in 2013.

With the recognition of losses largely on account of the revaluation of Company’s liabilities,
mainly as a result of the volatility of the forcign exchange rale, net income was lower in
2013. As such, corresponding return on equity (ROE), stood at 8% vis-d-vis the 2012 level of
9%. Similarly, net income attributable to the equity holders of the Parent reached £395
million as compared to the 509 million realized in 2012.

The Company’s operaling expense ratio decreased to 37% in 2013 from 44% in 2012
Operating expenses in 2012 was higher due mainly to the provision of management fees and
impairment of trade and other receivables.

Liquidity

As a result of additional project loan drawdowns in 2013, [inancial debt increased by 2.25x.
Consequently, net debt coverage decreased to 46% from last year’s 124%. Current ratio also
declined to 2.89:1 from last year’s 5.22:1.

Notes to Financial Statements

Accounting Policies and Principles

The consolidated financial statements of ACR for the years ended December 31, 2014 and 2013

are presented in accordance with PFRS applied on a consistent basis.
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Seasonality Aspecis of the Business

The operations of ACR and its subsidiaries were not affected by seasonality or cyclicality.

Material Changes in Balance Sheet Accounts 5% or More

1.

Cash and cash equivalents, 413% Increase

The growth in cash and cash equivalents (2013: £1,422 million vs. 2012: £277 million) was
principally due to receipt of the proceeds from sale of ALC’s investment in LLL.  As such, cash
generated from operations during the year was £2,079 million, 19% higher than previous year's P
1,740 million. Cash from operations was used to acquire additional assets, pay-ofl dividends and
seitle maturing debis.

Shott-term cash invesiments, 99% Decreasc

Shori-term cash investments declined (2013: £8 million vs. 2012: £1,068 million) as funds were
drawn and infused as equily into Sarangani Energy Corporation. Subscquently, SEC used the
funds to finance the on-going construction of the SEC power plant during the year.

Trade and other receivables. 48% Increase

With the start of commiercial operations of MPC in May 2013, additional trade receivables were
generated during the year. Meanwhile, the Company made advances to its major sharcholders,
resulting in higher level of due from related parties account. The advances were subject to certain
provisions, including interest and terms of repayment.

Spare parls and supplies, 63% Increase

The build-up consisted mainly of the purchase of spare parts for MPC, lead-time of which is long.

Real estale inventories, 23% Decrease

The variance is largely due to the disposal of ALC’s investment in LLI during the year.

Noncurrent portion of installments receivables, 14% Decrease

The decrement is due to collection of maturing accounts during the year.

Property, plant and equipment, 165% Increase

The growth is due mainly 1o expenditures incurred for the construction of the Sarangani Power
Plant as well as for the acquisition of lligan Power Plant during the year.

Goodwill, 8% Increase

The increment is due mainly to the Toreign currency transtation adjustments in 2013. Foreign
exchange rate was at US$1:£43.40 in end-2013 versus US$1: £41.05 in 2012.
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9.  AFS Financial Assets, 13%. Decrease

10.

il

12.

13,

14.

15.

16.

17.

The decline of the market values of these AFS financial assets caused the drop in values of this
account.

Retirement Plan Assets, 17% Decrease

The decrease was mainly due to the increase in current service cost and remeasurement of the
relirement assets of the power companies during the year.

Other noncurrent assets, 47% Decrease

The reduction was due mainly to the reclassification ol deferred power project costs to
construction-in progress accounts, which is part of property, plant and equipment.

Accounis payable and other current liabilities, 113% Increase

The higher trade payable was due to MPC thal commenced operations during the year and
additional project advances.

Loans pavable, 100% Increase

Increase due o loan availment Lo finance additional equity infusion in Sarangani.

Income tax payable, 46% Increase

The higher taxable income caused the increase in income tax payable.

Derivative liability. 81% Increase

The loan, which was obtained in 2012, included cerlain options, the salient fealures ol which
were discussed in Note 18 of the Notes to Consolidated Pinancial Statements. The derivative
liability was a result of re-measurement of the options, such that a mark-to-market loss and the

corresponding liability were recognized.

Current and Long-term debt, 2.09x Increase

The increment was due to the drawdown from the project loan facility of SEC during the year as
well as the availment of a US$13.0 million loan to finance the purchase by the Company of 40%
of the capital stock of CHC from EGCO of Thailand. Details of transaction is presented in Note

18 of the Financial Statements.

Delerred Tax Liabilities, 5% Increase

The incrcase was mainly atiributable to the increase in the lax impact arising from equity in
undistributed net earnings of a foreign subsidiary and increase in the transaction of nenmonetary
assets.
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18.

19.

20.

21.

Retirement pavable, 75% Decrease

Thc-? decrease was due mainly to the remeasurement of retirement beneflit obligation as conducted
by independent Actuary. Due to the disposal of LLI Investment, retirement payable of LILI was
derecognized.

Customers’ deposits, 100% Decrease

Cusiomer’s deposits, which are equivalent to the estimated bill for one month of service by LUC
customers within the Lima Technology Center and non-interest bearing, are collected to secure
payment of monthly bills of electricity consumption. With the sale of LLI, the value is no longer
carried in ALC’s books.

Asset retirement obligation, 13% Increase

The upturn was due to the recalculation of the estimaled liability for the dismantlement of the
power plant complex.

Other noncurrent liabilities, 100% Decrease

This account represents deferred lease income of Lima Land. Due to the disposal of LLI
investment during the year, delerred lease income was also derecognized in the financial
statements.

Item 8. FINANCIAL STATEMENTS

The consolidated financial stalements and schedules listed in the accompanying Index to

Financial Statements and Supplementary Schedules are filed as part of this Form 17-A

Item 9. CUANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON

ACCOUNTING AND FINANCIAL DISCLOSURE

(a) SyCip Gorres Velayo & Co. (SGV) is the Company’s external auditors for the last three
fiscal years. SGV has not expressed any intention to resign as the Company’s principal
public accountant nor has it indicated any hesitance to accept re-election after the
completion of their last audit.

(b) In compliance with SEC Memorandum Circular No. 8, Series of 2003 on rotation of
Exiernal Auditors, SGV’s previous engagement parlner was replaced in 2011,

(¢) Fees for the years ended December 31, 2014 and 2013 were £811,519.52 and #
432.100.16 respectively. The 2014 include the audits fees for the services done on Lima
Land Subsidiaries covering the period ended September 30, 2013 amounting to #
197,022.56 and the Liquidation Report on C. Alcantara and Sons, Inc. for the period
ended March 31, 2014 amounling to R123,200. The above {ees are for the audit of the
Company’s annual financial slatements or services normally provided in connection with
statutory and regulatory filings or engagements for 2014 and 2013. The fees and services
were approved by the Audit Commiltee in compliance with the Code of Corporate
Governance.
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The other fees billed by SGV pertained Lo:

In 2013, SGV was engaged to conduct a lax advisory on the property Lo be received by
way of liquidation of an associate. For this separale engagement, SGV billed the
Company £302,400 as professional fee, inclusive of any applicable taxes.

d) There have been no disagreements with SGV & Co. on accounling principles or
practices, f(inancial stalements disclosures, auditing scope or procedures, which
disagrecments, if not resolved to their satisfaction, would have caused them to make
refcrence thereto in ifs respective reports on the Company’s financial stalements for the
abovementioned years.
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PART III - CONTROL AND COMPENSATION INFORMATION
Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT
a) Board of Dircctors and Exccutive Officers
(1) The Board of Directors
o The Company’s Board of Directors is respensible for the overall management and
direction of the Company. The Board meets regularly or as often as required, to review and

monitor the Company’s financial position and operations. Each Board member serves for a term
of one year or until his successor is duly elected and qualilied.

. The following are the directors and officers of the Company and their business
experience for the last five years:

Table V- Board of Dircctors

Office Name Nationality
Director, President, Chairman of the Board | Tomas [. Alcantara Filipino
Director and Treasurer Editha I. Alcantara Filipino

Director, Executive Vice President and

Chief Operating Officer Tirso G. Santillan, Jr. Filipino
Director Alejandro 1. Alcantara Filipino
Director Ramon T. Diokno Filipino
Director Carlos G. Dominguez Filipino
Director Conrado C. Alcantara Filipino
Independent Director Jacinto C. Gavino, Jr. Filipino
Independent Director Jose Ben R. Laraya Filipino
Director Honorio A, Poblador 111 Filipino
Independent Direclor Thomas G. Aquino Filipino

Tomas L. Alcantara, 68, Filipino, became the Chairman of the Board of Directors and the Prestdent
of the Company in August 2001. He holds a Bachelor of Science degree in Fconomics from the
Ateneo de Manila University and a Masters in Business Administration (MBA) from Columbia
University, and he attended the Advanced Management Program of the Harvard Business School. He
is presently the Chairman of the Board of Directors and President of Alsons Development &
Investment Corporation and Sarangani Agricultural Company, Inc., and other companies in the
Alcantara Group (since August 2001).

Mr. Alcantara is also the Chairman of the Alsons Adtx Information Systems, Inc. (since August
2001). He is a Trustee of the European IT Service Center Foundation (since August 2002) and of the
Foundation for Revenue Enhancement (August 2004). He has been a Dircctor of Holcim Philippines,
Ine. since July 2003, Philweb Corporation (May 2002) and DBP-Daiwa Capital Markets Phils., Inc.

(July 1995).

Mr. Alcantara served as Undersceretary for the Industry & Investment Group of the Department of
Trade and Industry, the Vice Chairman and Managing Head of the Board of Investments from July
1986 to March 1995, and the Special Envoy of the Philippine President to Asia Pacilic Economic
Cooperation forum in 1996. He was also the Chairman of the Board of Directors and the President
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of Holcim Manufacturing Corporation (formerly Alsons Cement Corporation) from May 1997 to July
2003 and has served as a Director of that company since 1997. e was a Member of the Advisory
Board of Rizal Commercial Banking Corporation (RCBC) from April 1997 to June 2007. Mr.
Alcantara served as a Direclor of Philippine Reclamation Authority (formerly Public Estlate
Authority) from 2003 to April 2006 and Chairman of the Manila Economic & Cultural Office from
March 2001 to August 2010.

Editha 1. Alcantara, 66, Filipino, has served as Director of the Company since March 8, 1995, She
holds a Business Administration degree [rom Maryknoll College and an MBA from Boston College.
Ms. Alcantara became the President of C. Alcantara and Sons, Inc. in 1992 after serving as the
Treasurer of that company. Presently, she is a Directlor (since 1980) and the Treasurer (since October
2000} of other companies in the Alcantara Group.

She is also a Director of the Philippine Wood Producers Association (since May 16, 1980}, and has
served as a Trustee for the Philippine Business [or the Environment, Inc. since July 1995 and as a
Trustee of Miriam College since December 1998.

Tirso G. Santillan Jr., 71, Filipino, became a Director of the Company in June 11, 1996. He has
also been the Excecutive Vice-President since April 27, 1995. He holds a Bachelor of Arts degree in
Engineering and a Masters in Business Management degree from the Ateneo de Manila University.

Presently, he hcads the Power Business Unit of the Alcantara Group. He has been the Executive
Vice-President of Alto Power Management Corporation since January 1996, Conal Holdings
Corporation since June 1997, Southern Philippines Power Corporation and Western Mindanao Power
Corporation since March 1996. He is also a Direclor of Sarangani Agricultural Co., Inc. since May
2002.

Additionally, he has been the Managing Pariner of Private Capital of Asia Ltd. since June 1991, Mr.
Santillan worked with the First Pacific Group from February 1987 to May 1991.

Alejandro 1. Alcantara, 60, Filipino, has served as a Director of the Company since July 2003. He
graduated from the Ateneo de Davao with a degree in Economics. Mr. Alcantara has been a Director
and the President of Aquasur Resources Corporation since 1993 and has served in the same capacily
with Finfish Hatcheries, Inc. since 1995. He has also served as the Execulive Vice President &
General Manager of Sarangani Agriculture Company, Inc. since 1986 and of Alsons Aquaculture
Corporation since 1998. He also became a Direcior of other companies in the Alcantara Group in
1986. Mr. Aleantara also scrved as a Director and the Treasurer of the Federation of Caltle Raisers
Association of (he Philippines from 1997 to December 20009.

Ramon T. Diokno, 67, Filipino, rejoined the Company as a Director in March 18, 2009. Previously,
he served the Company as a Direclor from June 19, 2002 1o June 29, 2006 and as its Chiel Financial
Officer from January 16, 2001 to June 30, 2006. He holds an Economics and Accountancy degree
from the De La Salle University and a Masters of Science in Management degree from the
Massachusetts Institute of Technology.

Mr. Diokno is also the Chief Financial Officer of Lepanto Consolidated Mining Co and its wholly-
owned subsidiaries. He is currently also a Director of Alsons Insurance Brokers Corporation.

Carlos G. Dominguez, 69, Filipino, has served as Director of the Company since March 8, 1995, He
holds an Economics degree and an MBA from the Ateneo de Manila University. He also altended the
Executive Program at the Stanford University. Currently, e is the President of Retail Specialist, Inc.
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(1991), Philippine Tobacco Flue-Curing and Redrying Corporation, Bacsa Redevelopment
Corporation, Halifax Capital Resources, Inc. (1992), C.G. Dominguez and Associates, Inc., Huntly
Corporation (1993) and Linden Suites, Inc. (1997). He is also a Director of RCBC Capital
Corporation {1994), the Chairman of Philippine Eagle Foundation (2001) and a member of the Board
of Trustees of the Ninoy and Cory Aquino Foundation (1995).

Mr, Doxpinguez_aiso serves as Director of Uniled Paragon Mining Corporation {since 1993},
Transnational Diversified Corporation (1999), Alip River Development and Export Corporation
(2000) and Diamond Star Agro Products, Inc. (2007).

He served as the Minister of Natural Resources during the Corazon C. Aquino Administration from
1986 to 1987 and as Secretary of Agriculture from 1987 to 1989. He was Chairman of the Board of
Directors of Republic Planters Bank from 1987 to 1992, Chairman of the Beard of Directors and the
President of Philippine Airlines from 1993 to 1995, Chairman of the Board of Directors of RCBC
Capital Corporation from July 1994 to May 2002, Chairman of the Board of Directors and the
President of the Philippine Associated Smelting and Refining Corporation from 1999 to 2002, a
Dircctor of the Manila Blectric Company from 2001 to July 2003, a Director of Roxas Holdings, Inc.
from 1997 to May 2009, a Director of iPVG Corporation from October 2004 to June 2008 and
President of Lafayelte Philippines, Inc. from January 2006 to April 2008.

Conrado C. Alcantara, 42, Filipino, has served as Director of the Company since November 2010.
He graduated from the Boston University with a degree in Political Science and atlended a Post
Baccalaureate Program in Management at Harvard University. He presently serves as a Direclor and
President of Infinicor, Inc. He also became a Direclor of C. Alcantara & Sons, Inc. in July 2006 and
of Alsons Land Corporation in July 2009,

Jacinto C. Gavino, Jr., 65, Filipino, has served as Independent Director of the Company since May
2005. He has been a full-time Faculty of the Asian [nstitute of Management (AIM) since 1990 and he
presently holds the Fr. James IF. Donelan, SI, Professorial Chair in Business Ethics. He is on the core
faculty of the Washinglon SyCip Graduate School of Business (WSGSB). He was also the Associate
Dean of the Master in Management Program from 1993 to 1995, and Associate Dean for Research
from 1995 1o 1999,

He is cwrrently a Director of Productronica Holdings, Inc. (2003), Aurctech Corporation {2000),
Green Chemicals Corporation (2006), RNuable Enecrgy Corporation (2011) and Sarangani
Agricultural Co., Inc. (2005). He also serves as a Trustee of Fundacion Santiago (2002) and the
Center for Family Ministries at the Loyola School of Theology (2006). He also does consultancy
work for various businesses and non-profit organizations.

Professor Gavino holds a Bachelor of Science degree in Electrical Engineering from the University of
the Philippines (1971), a Master in Business Administration degree from the Ateneo de Manila
University (1984), and a Doctorale in Public Administration from the University of the Philippines
(1993). He also taught in the Ateneo de Manila University, Maryknoll College, and the University of
the Philippines.

Jose Ben R. Laraya, 75, Filipino, has served as Independent Dircctor of the Company since March
1995. e holds a Commerce degree from De La Salle College and an MBA from the University of
(he Philippines. He also attended the Advanced Management Program at Harvard Business School.
Currently, he serves as Chairman of the Board of Directors of Ulirex Management & Investments
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Corporation (1992) and Laraya Holdings, Inc. (2007). He also serves as President ol Trully Natural
Food Corporation (2004), and a Director of La Frutera, Inc. (1997).

Previously, he served as Vice-Chairman of Philcom Cotporation from October 1996 to February
1999, President of National Steel Corporation {rom September 1980 to February 1989, Dole Asia
from February 1989 to June 1992, and APC Group, Inc. from September 1995 to February 1999.

Honorio A. Poblader 111, 69, Filipino, has served as a Direclor of the Company since March 8,
1995. He holds a Political Science degree {rom the Ateneo de Manila University. Currently, he
serves as Chairman of the Board of Directors of Asuncion Realty Corporation {since 1995), Chairman
of the Board of Directors and President of Asmaco, Inc. and President of Asian Aesthetic Excellence,
Inc. and Mayriad Human Resources and Services, Inc.

He is also a Director of Philippine Communications Satellite Corporation, Philippine Overseas
Telecommunications Corporation, and Elnor Investment Corp. (since 1983), Philcomsat Holdings
Corporation (1998), the Philodrill Corporation (1997), F & C Really Corporation and POB
Corporation (2003).

Dr. Thomas G. Aquine, 66, Filipino, became an Independent Director of the Company in May 20,
2011. He is a Senior Fellow at the Center for Research and Communication of the University of Asia
and the Pacific (UA&P). He was formerly the Senior Undersecretary of Philippine Department of
Trade and Industry. He supervised the country’s foreign trade promotions, trade negoliations under
World Trade Organization & the ASEAN Free Trade Agreements as well as bilateral trade talks with
the country's major economic trading nations. He served as overall lead negotiator {or the country's
fist free trade agreement, namely the Philippines-Japan Economic Partnership Agreement and was
counlry representative to the High Level Task Force on ASEAN Economic Integration. For public
service, Dr. Aquino was conferred the Presidential Service Award (or Lingkod Bayan) for
extraordinary contribution of national impact on public interest, sccurity and patrimony and was
receipient of the Gawad Mabini Award with the rank of Grand Cross (or Dakilang Kamanong) for
distinguished service to the country both at home and abroad by the President of the Republic of the

Philippines.

Before entring public service, Dr. Aquino held important roles in the fields of economics and business
in the private seclor as Vice President for Business Fconomics and Director of the Strategic Business
Economics Program of UA&P. He returned Lo privale practice as strategy consultant to companies
and economic policy adviser to government entitics. He is the Chairman of NOW Corporation and
Independent Director of A Brown Company, both publicly listed at the Philippine Stock Exchange.
He obtained his Doclorate in Management from IESE Business School, University of Navarre (Spain)
in 1980, an MS in Industrial Economics {rom presently the University of Asia and the Pacific in 1972
and an AB in Econoniics from the School of Economics, University of the Philippines in 1970.

He obtained a Doctorate in Management from IESE Business School, University of Navarre (Spain}
in 1980, an MS in Industrial Economics [rom presently the University of Asia and the Pacific in 1972
and an AB in Economics from the School of Economics, Universily of the Philippines in 1970.
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The Executive Officers
The following Company executive officers do not own more than 2% of ACR:

Table VI — Executive Officers

Office Name Nationality
Director, President, Chairman of | Tomas I. Alcantara Filipino
the Board
Director and Treasurer Editha 1. Alcantara TFilipino
Director, Executive Vice Tirso G. Santillan, Jr. Filipino
President, Chief Operating Officer
Chief Financial Officer Luis R. Ymson, Jr. F ilipinﬂo
Corporate Secretary Roberto V. San Jose Filipino
Assistant Corporate Secretary | Angel M. Esgue;:r;m'lll ~ Filipino

Luis R. Ymson, Jr., 61, Filipino, has been the Chief Financial Officer of the Company since June 30,
2006. He is also Chief Financial Officer of the Alcantara Group since June 5, 2006. He holds a
Bachelor of Science degree in Industrial Management Engineering minor in Mechanical Engineering
from the De La Salle University, and pursued an MBA degree from the same university.

He has extensive investment banking experience from his previous employment with Allied Banking
Corporation and UBP Capital Corporation from 1992 to 1996 and First Metro Investment
Corporation and Metropolitan Bank & Trust Co. from 1996 to 2001. He previously served as Chiefl
Finance Officer of The Philippine Daily Inquirer and Director/President of its affiliate, Newspaper
Paraphernalia, Inc. until 2004.

Roberto V. San Jose, 73, Filipino, has been the Corporate Secretary of the Company since June
1991. He received his Bachelor of Arts degree from De La Salle University and his law degree from
the University of the Philippines. He is a member of the Philippine Bar and a Consultant of the
Castillo Laman Tan Pantaleon and San Jose Law Offices. In addition to serving as Corporate
Secretary for the Company, he serves as Director, Officer and/or Corporate Secretary of Anglo
Philippine Holdings Corp., CP Equities Corporation, Atlas Resources Management Group, MAA
Consultants, Inc. and several other companies. He is also the Corporate Sccretary of Premiere
Horizon Alliance Corporation, Marc Ventures Holdingg, Inc,, Solid Group Inc., United Paragon
Mining Corporation, FMF Development Corporation, Beneficial Lifc Insurance Co., Inc., The
Metropolitan Club, Inc., and other client corporations of the (Castillo Laman Tan Pantaleon and San
Jose Law Firm.

Angel M. Esguerra III, 53, Filipino, was appointed as the Assistant Corporate Sccretary of the
Company on August 10, 2010. He is a member of the Philippine bar and obtained his Bachelor of
Arts degree in Economics and his Law degree from the University of the Philippines. Mr. Esguerra
practiced with several firms then joined a trans-national energy company with power plants in the
Asia-Pacific Region as internal counsel, and served as the Corporate Secretary of its Philippine
subsidiaries such as Batangas Power Corp. and Subic Power Corporation. In June of 2010, he joined
the Alcantara Group as head of its Legal Services department and now serves as the Corporate

Secretary of the group's other companies.
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b) Family Relationship of Directors and Officers

Mr. Tomas L. Alcantara, Mr. Alejandro 1. Alcantara and Ms. Editha I. Alcanlara are siblings,

while Mr, Conrado C. Alcantara is their nephew.

<)

Independent Directors

The following are the Company’s independent dircctors. They are neither officers nor substantial

shareholders of ACR:

d)

f)

£)

1. Jacinteo C. Gavine, Jr.
2. Josc Ben R. Laraya
3. Thomas G. Aquino

Warrants and Options OQutstanding

There are no warrants or options granted by the Company to any ol its Direclors or executive
Officers.

Pending Legal Proccedings

None of the directors and officers was involved in any bankruplcy proceedings as of March
31, 2015 and during the past five years. Neither have they been convicted by final judgment in
any criminal proceedings or been subject to any order, judgmenl or decree of competent
jurisdiction, permanently or temporarily enjoining, barring, suspending, or otherwise limiting
their involvement in any type of business, sccurities, commodities or banking activities, nor found
in action by any courl of administrative bodies to have violated a securitics or commodities law.

Significant employeces
There arc no persons other than the executive officers that are expected by the Company to
make a significant contribution to the business.

Legal Proceedings where Property is the Subject

There are no material pending legal proceedings o which the Company or any of ils
subsidiaries or affiliates is a party or of which any of their property is the subject.

Item 11. EXECUTIVE COMPENSATION

A director’s compensation represents a per diem of £30,000 for every Board of Directors’

meeting and 215,000 for every Executive Commiltee meeting and Audit Committee meeting.

Sections 9 and 10 of the Amended By-laws which pertain to compensation and other

arrangements with the Directors read:

Section 9. Compensation of Directors. Each director shall receive, for his
services ag Director such amount as may be fixed by the stockholders for each
regular or special meeting of the Board actually attended by him provided, that
nothing herein contained shall be construed to preclude any director from serving the
company in any other capacity and receiving such compensation thercfore as may be
fixed from time to time by the Board of Directors.
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Section 10. Profit Sharing. The Board of Dircclors shall be authorized and
empowered to pay or distribute to the members of the Board of Directors and the
Execuiive Commilice, and the officers of the Corporation, amounts of up 1o live
percent (5%) of the net income before tax in cach year, to be allocated at its
discretion. If the income arises from the consolidation, or equity accounting of
earnings ol subsidiarics or affiliates, the computation of net income subject (o profit
sharing, shall be Dbased on the cash or property dividends declared and actually
received by the Company during the year.

The aggregate amounts paid by the Company to ils directors and executive olficers as a group
were $3,145,000, B2,460,000 for the years 2014 and 2013, and £2,460,000 in 2012, respectively. For
2015, the Company estimates (hat it will pay an aggregate amount of £3,780,000 as compensation (o
its directors and executive officers.

Table VIl - Swmmary of Compensation of Dircetors and Executive Officers

Other Annual
. . Compensation
Name and Principal Position Year Salary (®) | Bonus (P) Inc!omc ®)

1. Tomas . Alcantara 2015¢cst B- R- £315,000
Chairman and President 2014 - - 310,000
2013 - - 240,000

2012 195,000

2. RBditha L Alcantara 2015est - - 420,000
Directlor & Treasurer 2014 - - 345,000
2013 - - 315,000

2012 300,000

3. Tirso G. Santillan, Jr. 2015¢est - - 420,000
Director, EVP & COOQ 2014 - - 405,000
2013 - - 330,000

2012 270,000

4, Jose Ben R. Laraya 2035est - - 420,000
Director 2014 - - 405,000
2013 - - 330,000

2012 300,000

5. Ramon T. Diokno 2015est. - - 315,000
Director 2014 - - 270,000
2013 - - 210,000

2012 245,000

All other Officers and Directors as a 2015¢0st. - - 1,890,000
group unnamed 2014 - - 1,410,000
2013 - - 1,035,000

2012 1,150,000

Other Annual Compensation received from ACR represents per diems given for every attendance
in a Board, an Executive Committee (Excom) meeting or an Audit Committee meeting. The
disclosure on the compensation of Key Management Personnel is presented in Note 21 of the audited

consolidated financial statements.
The Company and the executive officers are not involved in any of the following transactions:

a. Standard arrangement and any material arrangements;
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b. Employment contract (between the registrant and named exccutive officers);
c. Compensatory plan or arrangement;

d. Oulstanding wairants or options;

¢.  Adjustments or amendments on the stock warrants or options.

The members of the Compensation Commitlee of the Company are as follows:

1. Tomas L. Alcantara - Chairman

2. Heonorio A. Poblador 111 - Member

3. Josc Ben R. Laraya - Member (Independent Director)
4. Tirso G. Santillan, Jr, - Member

Employment Contracts and Termination of Employment and Change-in-Control
Arrangements

The above named exccutive officers of the company are not employees of ACR and are not
covered by any existing employment contracts. They only receive per diem if they attend a Board
meeting, an Executive Commiltee mecting, and/or an Audit Committee meeting.

Warrants and Options Ouistanding: Repricing

There are no outstanding warrants or options held by the directors or executive officers of the

Company.
Item 12. SECURITIES OWNERSHIP OF CERTAIN BENEFICIAL OWNERS
AND MANAGEMENT

(1) Sceurity Ownership of Certain Record and Bengficial Owners

As of December 31, 2014, Alsons Consolidated Resources, Inc. knows of no one who
beneficially owns in excess of 5% of its common stock except as sct forth in Table VIII below:

Table V11 - Beneficial Owners of Voting Securities

Name of Beneficial
Title of Name and address of Record Relationship Chwauer and Nunsbhes of
Class Owner with Issuer Relationship with Citizenship | Shares Held Percentage
record owner
Common | Alsons Corporalioul (AD) Affifinic Alsons Cm'poration2 Filipine 2,592,524,072 41.21%
Alsons Bldg., 2286 Don Chino
Roces Avenue, Makali City
Common | Alsons Power Holdings Corp'. Alfiliate Aldsons Power I'lulciings Fitipino £,249,999,600 19.87%
(APHC) Corporation”
Alsons Bldg., 2286 Don Chino
Roecs, Avenue Malkaii City
Common | Alsous Development & Affitinte Alsons Development amj Filipino 1,188,524,026 18.89%
Investment Corp'. (ADIC) Investment Corporation”
329 Bonifucio St.,
Davao City
Common | PCD Nominee Curp(wntiun" (Fil None Various! Filipino 1,101,506,577 17.58%
MSE Bldg., Ayala Ave., Makati
City
The President and CEO of the Corporation, Tomas 1. Alcantara, is the Chairman of the Board of Directors of the Company.
The respective Boards of Directors of cach of AC, APHC and ADIC has power Lo decide how the shares are Lo be
;mtcd.

4

The PCD Nominee Carporation is not related to the Company.

There are no holders of more than 5% of common stock under PCD.

the power to decide how the Company’s shares arc Lo be voted,

The clients of the various PCD participants have
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(2} Security Ownership of Management
N The ta‘blc below shows the securities beneficially owned by all direclors, nominces and cxecutive
officers of ACR as of December 31, 2014;

Table IX - Security Ownership of Management

Directors:
Title of Class Name of Beneficial Amount and Nature | Citizenship | Registered (r) Percent of
Owner of Beneficial or Ownership
Ownership Bencficial (b)
Common Tomas L. Alcantara 1 Filipino r 0.00%
Common Editha I. Alcantara 100,000 Filipino r 0.00%
Common Alejandro 1. Alcantara I Filipino r 0.00%
Common Jacinto C. Gavino, Jr. 1 Filipino r (.00%
Common Ramon T. Diokno I Filipino r 0.00%
Comimon Carlos G. Dominguez 100 Filipino r 0.00%
Common Jose Ben R. Laraya 100 Filipino r 0.00%
Common Conrado C. Alcantara 1 Filipino r 0.00%
Common Honorio A, Poblador 11T 100 Filipino r 0.00%
Comman Thomas G. Aquino 100 Filipino r 0.00%
Comumon Tirso G. Santillan, Jr. 1 Filipino r 0.00%
Total 100,406 0.00%
Officers:
Titlc of Name of Beneficial Owner | Amount and Nature Registered (1) Percent of
Class of Beneficial Citizenship | or Bencficial b) | Ownership
Ownership

Common Tomas 1. Alcanlara 1 Filipino r 0.00%
Commeon Editha I. Alcantara 100,000 Filipino r 0.00%
Common Tirso G. Santillan, Jr, 1 Filipino r 0.00%
Common Roberio V. San Jose 500,000 Filipino r 0.00%
Total 600,002 0.00%

(3) Veting Trust Holder of 5% or More

No person holds five percent (5%) or more of the issued and outstanding shares of stock of the
Company under voting trust or similar agreement.

(4) Changes in Control

There are no arrangements which may result in a change in control of the registrant.

Item 13. CERTAIN RELATIONSIIP AND RELATED TRANSACTIONS

Director or Executi
security holder owning more than 5% ol any <l

During the last three (3) years, the Company was not a party in any transaction in which a

shares and/or his/her immediate family member had a maierial interest thercon.

ve Officer of the Company, any nominee for election as a Director, or any
ass of the Company’s issued and oufstanding
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In the normal conduct of business, the following are among the other transactions with its
affiliates and related parties disclosed in the audited financial statements under Notes 17 (Loans
Payable), 18 Long-term Debt) and 21 (Related Partly):

= On March 21, 2013, Aldevinco and ACIL (collectively relerred lo as AG) and Ayala Land,
Inc. (ALI) entered into a joint venture agreement, where ALL shall own 60% and AG shall
own 40% of the outstanding capital stock of the Joint Venture Corporation (JVC), Aviana
Development Corporation (ADC) shall undertake the development of the Lanang property in
Davao. On September 17, 2013, ADC was incorporated as JVC. ACR has subscribed 296
preferred shares and 32 common shares for 34% ownership in ADC.

= On December 23, 2010, Alsons Corporation, a major sharcholder of ACR, (ransferred its
29,149,000 shares of Indophil Resources NL, an Australian publicly-listed company, valued
at P1.3 billion (equivalent to AU$1.03 per share), to ACR.

There were no transactions to which the Company was a parly during the past two (2) fiscal years
where a director, executive officer, nominee for director, or stockholder owning more than 10% of the
outstanding shares of the Company had a direct inlerest.

The Company retains the law firm of Castillo Laman Pantaleon and San Jose Law Offices for
legal services, where Atty. Roberto V. San Jose is a Consuliant. During the last two fiscal years,
ACR paid £472,830.40 in 2014 and £403,200 in 2013 (o the law [irm. The Company believes that
the legal fees are reasonable for the services rendered.

List all parents of the registrant showing the basis of control and as to cach parent, the
percentage of voting securitics owned or other basis of control by its immediate parent, if any.

The Company has no parent company holding or controlling more than 50% of its outslanding
capital stock. However, the following corporations separately own and control substantial shares in
the Company: Alsons Corporation - 41.21%; Alsons Power Holdings Corporation - 19.87%; and
Alsons Development & Investment Corporation - 18.89%.
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PART 1V - CORPORATE GOVERNANCE
Item 14. CORPORATE GOVERNANCE

In compliance with the directive of the Securities and Exchange Commission and in view of
the ASEAN Corporale Governance Scorecard Assessment, please refler to the attached
ACGR.

PART V - EXHIBITS AND SCHEDULES
Iem 15. EXHIBITS AND REPORTS

15.1 Consolidated Financial Statements

The Audited Consolidated Financial Statements for the years ended December 31,
2014 and 2013 are attached as Exhibit 1:

= Management’s Respousibility to the Financial Statements

= Independent Auditors’ Report

»  Consolidated Balance Sheets December 31, 2014 and 2013

= Consolidated Statements of Income for the three years ended December 31,
2014, 2013 and 2012

= Consolidated Statements of Comprehensive Income for the three years
ended December 31, 2014, 2013 and 2012

= Consolidated Statements of Cash Flows for the three years ended December 31,
2014, 2013 and 2012.

= Notes to Consolidated Financial Statements

15.2  Supplementary Schedules Exhibit 2

Independent Auditors’ Report on Supplementary Schedules
SRC Annex 68-E Schedules
A. Tinancial Assets — (Cash equivalents, Shorl-term cash investments, and
Available for Sale Financial Assets)
B. Amounts Receivable from Directors, Ollicers, Employees, Related Parties
and Principal Stockholders
C. Amounts receivable from related parties which are eliminated during the
consolidation of financial statements
D. Intangible Assets - Other Assets
E. Long-term Debt
F. Indebiedness to Related Parties
G. Guarantees of Securities of Other Issuers
H. Capital Stock
Reconciliation of Retained Earnings for Dividend Declaration
Conglomerate Map
Tabular Schedule of All Effective Standards and Interpretations under
the PERS as at Reporting Period

153  Reports on SEC Form 17-C
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= Report on SEC Form 17-C filed during the year ended December 31, 2014 is
attached together with this report and presenied in Exhibit 6:
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Pursuant to the requirements of Section 17 of the Code and Section 141 of the Corporation Code, the
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No.

ALSONS CONSOLIDATED RESOURCES, INC.

INDEX TO FINANCIAL STATEMENTS AND SUPPLEMENTARY SCHEDULES

FORM 17-A, Item 7

Exhibit

Consolidated Financial Statements Exhibit 1

Stalement of Management’s Responsibility

Report of Independent Public Accountants

Consolidated Balance Sheets as of December 31, 2014, 2013 and 2012
Consolidated Statements of Income [or the three years ended December 31,

2014, 2013 and 2012

Consolidated Statements of Comprehensive Income for the three
Years ended December 31, 2014, 2013 and 2012

Consolidated Statements of Cash Flows for the three years ended December
31, 2014, 2013 and 2012

Notes to Consolidated Financial Statements

Supplementary Schedules Exhibit 2

Independent Auditors” Report on Supplementary Schedules
SRC Aunnex 68-E Schedules

A.

B.

SESHINS

I,
G.
H.

Financial Assets — (Cash equivalents, Short-terin cash investments, and
Available for Sale Financial Assets)

Amounts Receivable from Directors, Officers, Employees, Related Parties
and Principal Stockholders

Amounts receivable from related parties which are eliminated during the
consolidation of financial statements

Intangible Assets - Other Assets

Long-term Debt

Indebtedness to Related Parties

Guarantees of Securities of Other Issuers

Capital Stock

Reconciliation of Retained Earnings for Dividend Declaration

Conglomerate Map
Tabular Schedule of All Effective Standards and Interpretations under the PFRS

as at Reporting Period
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INDEX TO EXHIBITS

Form 17-A

Page No.
Plan of Acquisition, Reorganization, Arrangement, Liquidation, or *
Succession
Instruments Defining the Rights of Security Holders, Including o
Indentures
Voting Trust Agreement *
Material Contracts *E
Annual Report to Security Holders, Form 11-Q or Quarterly Report Lo *
Security Holders
Letter re: Change in Certifying Accountant *
Report Furnished to Security Holders *
Published Report Regarding Matters Submitted to Vote of Security *
Holders
Consent of Experts and Independent Counsel *
Ed

Power of Attorney

# These Exhibits are either not applicable to the Company or require no answer.
#% There were no changes or additions to those already provided in our SEC Form 11-A (1996)
and in our succeeding filing on August 22, 1997 (As per Compliance Letter ded 7/29/97).
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Republic of the Philippines
Prepastmens of Finance
Securities and Fachunpe Commission
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" et

TG : ALL PUBLICLY-LISTED COMPANIES
SUBIECT SUBMISSION OF THE ANNUAL CORPORATE

GOVERNANCE REPORT (ACGR) TOGETHER WITH
THE ANNUAL REPORT

SEC ADVISORY

in view of the forthcoming 2014-2015% ASEAN Corporate Governance
Scorecard Assessment, all publicly-hsted companies (PLCs) are directed 1o stbmit
their 2014 ACGR together with their 2014 Annuai Report {SEC Form 17-A) to the
Commission and to the Philippine Stock Exchange (PSE). The ACGR IS intended o
take the place of the Corporate Governance section of the Annual Report,

The ACGR is to be attached to the Annual Report with the proper reference,
(e, “Please refer to attached ACGRY, m lten 13, Part 1V - Corporate Governance
portion of the Antual Report.

Otherwise, the company’s Annual Report (SEC torm 17-A) shall be deemed

an incomplete filing.
Mancaluyong City, 12 March 2015
Gl T

TERESITA 3. HERBOSA
Chairpersot
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A. BOARD MATTERS

1. Board of Directors

Number of Directors per Articles of Incorporation

1

Actual number of Directors for the year

(i

(a) Composition of the Board

Compliete the table with information on the Board of Directors:

1. Tomas I Alcantara ED Nomination AUG 2001 23 MAY 2014 ASM 13
Commiltee

2. Editha i, Alcaniara ED Nomination MAR 1995 23 MAY 2014 ASM 19
Commniilies

3. Tirso G. Santifian, Jr. ED Nomination JUNE 1996 | 23 MAY 2014 ASM 18
Comnitee

4. Alejandro !, Alcantara NED Noniination JULY 2003 | 23 MAY. 2014 ASM jiy
Commillee

5. Ramen T. Diokno NED Nominalion MAR 2008 23 MAY 2014 ASM 5
Committee

6. Carlos G. Dominguez NED Nomination MAR 1995 23 MAY 2014 ASM 19
Commiltee

7. Conrada C. Alcantara NED Nomination NOV 2010 | 23MAY 2014 ASM 4
Comyniltiee

8. Honorio A. Poblador 1l NED Nomination MAR 1995 23 MAY 2014 ASM 19
Commiliee

9. Jose Ben R. Laraya D Nemination MAR 1995 | 23MAY 2014 ASM 19
Commitiee

10. Jacinto C, Gavino, Jr. D Nomination MAY 2005 23 MAY 2014 ASM g
Commiliee

11, Thomas G. Aquino iD Nomination MAY 2011 | 23 MAY 2014 ASM 3
Committee

(b) Provide a brief summary of the corporate governance policy that the board of directors has adopted.
Please emphasize the policyl/ies relative to the treatment of all shareholders, respect for the rights of
minority shareholders and of other stakehelders, disclose duties, and board responsibilities.

The latest revised Corporafe Governance Manual was approved by the Board of Direclors last 31

Julvy 2014, The manyal was also submitted to the PSE/SEC and posted in the Company's website.

The revised Manual incorporates provisions from SEC Memorandum Circular No, 9, Series of 2014

amending SEC's Revised Manual on Corporate Governance fo include references to stakeholders.

! mackoned from the election as of the Annual Stockholders' Meeting (ASM) held on 23 May.2014
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The Board of Directors, management, employees and shareholders believe thal corporate
governance is a necessary component of what constitutes sound strategic business management
and will therefore undertake every effort necessary to institutionalize the principles of good corporate
governance in the entire organization.

The Board of Directors respects the rights of the stockholders, particularly, the right to vote on all
matters that require their consent or approval, right to inspect corporate books and records, the right
to information, the right to dividends and appraisal right. All stockholders are encouraged to
personally attend the meetings. Although all stockholders are treated equally and without
discrimination, minority stockholders may request in writing the holding of meetings and the
particular items that they want to be taken up in the agenda relating to a legitimate purpose and
business of the Company subject fo the requirements of the By-Laws.

To ensure a high standard of best practice for the Company, the Board should conduct itself with
honesty and integrity in the performance of its dufies characterized by ltransparency, accountability
and faimess. Included in its duties and functions are:

1.) Implement a process for the selection of directors who can add value and contribute
independent judgment to the formulation of sound corporate strategies and poficies. Appoint
competent, professional, honest and highly-motivated management officers. Adopt an effective
succession planning program for management.

2.) Establish and maintain an investor relations program that will keep the shareholders and other
stakeholders informed of important developments in the Company.

3.) Identify the sectors in the community in which the Company operates or are directly affected by
its operations, and formulate a clear policy of accurate, timely and effective communication with
them.

4.) Adopt a system of check and balance within the board of directors. A regufar review of the
effectiveness of such system should be conducted to ensure the integrity of the decision making
and reporting processes at all times.

As a commitment to_the standards of full Disclosure and Transparency as contained in the
Revised Manual of Corporate Governance of the Company, the Board shall therefore commit at alf
times fto full disclose of material information dealings._ It shall cause the filing of all required
informaton through the appropriate Exchange mechanisms for listed companies and submission fo
the Commission for the interest of its stockholders and other stakeholders.

{c) How often does the Board review and approve the vision and mission?

The board formulates the Company’s vision, mission, strategic objeclives, policies and procedures
and reviews, updates and approves as changes occur.

{d) Directorship in Other Companies

(i) Directorship in the Company's Group?

Identify, as and if applicable, the members of the company's Board of Directors who hold
the office of director in other companies within its Group:

Tomas |. Alcantara Southern Philippines Power Corporation ED-Chairman
Western Mindanao Power Cosporation ED-Chairman
Alto Power Holdings, Inc. ED-Chairman
Alsing Power Holdings, Inc. ED-Chairman
Conal Holdings Corporations ED-Chairman
Sarangani Energy Corporation ED-Chairman
San Ramon Power, Inc. ED-Chairman
Alsons Energy Development Corporation ED-Chairman
Kamanga Agre-industrial Ecozone Development Corp. ED-Chairman
Aces Technical Services Corporation ED-Chairman
Alsons Land Corporation ED-Chairman

“The Group is composed of the parent, subsdiaries, associates and joint ventures of the company.
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ACR Mining Corporation ED-Chairman
Market Developers, Inc. (MADE} ED-Chairman
Eagle Ridge Golf & Country Club, Inc. ED-Chairman
Alsons Renewable Energy Carporation ED-Chairman
Editha l. Alcantara Southern Phitippines Power Corporation ED
Western Mindanao Power Corporaticn ED
Alto Power Holdings, inc. ED
Alsing Power Holdings, Inc. ED
Conal Heldings Corporations ED
Sarangani Energy Corporation ED
San Ramon Power, Inc. ED
Alsons Energy Development Corporation ED
Kamanga Agro-Industrial Ecozong Development Corp. ED
Aces Technicat Services Corporation ED
Alsons Land Corporation ED
ACR Mining Corporation ED
Market Developers, Inc. (MADE) ED
Eagie Ridge Golf & Country Club, Inc. ED
Tirso G.  Santillan, Jr. Sarangani Energy Carporation ED
San Ramon Power, Inc. ED
Mapalad Power Corporation ED-Chairman
Alsons Energy Development Corporation ED
Kamanga Agro-Industrial Ecozone Development Corp. ED
Siguil Hydre Power Corporation ED-Chairman
Kalaong Hydra Power Corporation ED-Chairman
Aces Technical Services Corporation ED
AJS Power Development Inc. ED
ACR Mining Corporation ED
Market Bevelopers, Inc. (MADE) ED
Alsons Renewable Energy Corporation ED
Alejandro L Alcantara Alsons Land Corporation NED
Market Developers, Inc. (MADE) NED
Conrado C. Alcantara Alsons Land Corparation NED
Market Developers, Inc. (MADE) NED

(i) Directorship in Other Listed Companies

identify, as and if applicable, the members of the company's Board of Directors who are also

directors of publicly-listed companies outside of its Group.

Type of Directorship (Executive, .-
-Executive, Independent): indicate
director.is also the Chaifman.’
Tomas [. Alcantara Holcim Philippines, Inc. NED
Philweb Corporation D
Philippine Bank of Communicatfons D
Carlos G. Dominguez Phil. Tobacco Flue-Curing and Redrying Corp. ED
United Paragon Mining Corporation NED
Thomas G. Aquino NOW Corporation ED
A Brown Company NED

(i) Relationship within the Company and its Group

Provide details, as and if applicable, of any relation among the members of the Board of Directors,
which links them fo significant shareholders in the company and/or in its group:
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Tomas I Alcantara

Alsons Corporation (ALCORP), Alsons Power
Holdings Corporation (APHC), and Alsons
Development and Investment Corporation
(ALDEVINCO)

Chairman, Director and President of
Significant Shareholders.

Editha I. Alcantra

ALCORP, APHC and ALDEYINCO

Director and Treasurer of Significant
Shareholders.

Alejandro I. Alcantara

ALCORPE, APHC and ALDEVINCO

Director of Significant Shareholders

(iv} Has the company set a limit on the number of board seats in other companies {publicly listed,
ordinary and companies with secondary license) that an individual director or CEQ may hold
simultaneously? In particular, is the limit of five board seats in other publicly listed companies
imposed and observed? if yes, briefly describe other guidelines:

The Company has not imposed any limit on the number of board seats of its directors in other
companies buf it may consider the adoption of such guidelines taking into consideration the
capacily of a director to diligently and efficienily perform his duties and responsibilies.

{e} Shareholding in the Company

Complete following table on the numbers of the company's Board of Directors who directly and
indirectly own shares in the company:

of Capital Stock

1. Tomas l. Alcantara i - 0.00%
2. Editha |l Alcantara 100,000 - 0.00%
3. Tirso G. Santiflan,Jr. 7 0.00%
4. Algjandro I. Alcarttara 1 0.00%
5. Ramon T. Diokno 1 0.00%
6. Carlos G. Dominguez 100 0.00%
7.  Conrado C. Alcantara 1 0.00%
8. Honorio A. Poblador il 100 0.00%
9. Jose Ben R. Laraya 100 0.00%
10. Jacinto C. Gavino, Jr. 1 0.00%
11. Thomas G. Aquing 100 0.00%
Total 11

2) Chairman & CEO

(a) Do different persons assume the role of Chairman of the Board of Directors and CEO? If no, describe
the checks and balances laid down to ensure that the Board gets the benefit of independent views.

Yes

Mr. Tomas 1. Alcantara

CEO/President

Mr. Tomas 1. Alcantara

The CEQ of the Company who also assumes the role of the Chairman of the Board holds only one vole.
Generally, the Board is the goveming body of the Company, and all corporate acls are approved by the Board
of Directors. The Board has constituted Nomination, Gompensation, Executive and Audit Committees fo ensure
that there are adequate checks and balances in the Corporate Govemance structure of the Company and an
appropriate balance of power, increased accountability and better capacily for independent decision-making by

the Board.
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(b) Roles, Accountabilities and Deliverables

Define and clarify the roles, accountabilities and deliverables of the Chairman/CEO.

 Chiet Executive Officer

Role

Accountabilities

Deliverables

The Chairman of the Board shall preside
over ail meetings, whether regular or
special of the Board of Directors and shall
likewise preside over all meetings of
stockholders. He shaill have such other
powers and duties as may be assigned to
him by the Board of Directors.

Further, the Chalrman of the Board also:
(a) Ensures that the meetings of the
board are held in accordance with the
By-Laws; (b) Supervises the preparation
of the agenda of the eeting in coordination
with the Corporle Secretary, taking into

The President shall be the Chief Execufive

Officer of the Company and shall have
general mangement and supervision of the
business affairs and property of the
Company. He shall have the power to
enter into conltracts and arrangements for
and in behalf of the Company and fo
employ, appoint and remove officers and
employees of the Company. He shall see
fo it that all orders and resolutions of the
Board of Directors are caried into effect.
The President shall submit {o the
stockholders at each annual meeting, a
complete report of the operations of the

Company for the preceeding year, and the
state of its affairs, and he shafl from time
fo time report to the Board of Directors alf
matters within his knowledge which the
interests of the Company may require fo
be brough to its notice. He shall do and
perform such other duties as from time fo
time may be assigned fo him by the Board
of Directors..

consideration  the  suggestions  of
management, the directors and other
stockholders; {c} Maintains qualitative and
fimely lnes of communication and
information between fhe Board and
management,

3) Explain how the board of directors plan for the succession of the CEO/Managing
Director/President and the top key management positions?

The Board of Directors through its Nomination Committee, review and evaluate the qualifications of alf
persons nominated to the Board and other appointments, which includes CEO/President and the top key
management positions that require Board approval and fo assess the effectiveness of the Board's

processes and procedures in the election or replacement of such.
(Revised Manual of Corporate Governance, page 12, item ii-a, Nomination Commillee)

Part of the duties of the Board is to appoint competent, professional, honest and highly motivated
management officers and to do this, management has adopted an effective Succession Planning

Program.

The program includes the promotion and hiring decisions when filling key positions that become vacant
and the specific development activities for each candidate, identified as “ready or nearly ready now” to
asume the position in case of vacancy. While not completely closing the doors to external candidates,
priority is given to internal applicants. Each incumbent in an identified succession posilion is responsible
for nominating candidates to be included in the succession pool and in identifying the specific
development plan fo prepare the successor.

Specific to the CEQ/President, the major qualities identified are integrity, maturily, energy, busfne§s
acumen, leadership acumen, organizational skills, intellectual capacity, gloval mindset, superior
judgment, insatiable appetite for accomplishment and results and powerful motivatiion to grow and

convert learning into practice.

4) Other Executive, Non-Executive and Independent Directors

Does the company have a policy of ensuring diversity of experience and background of directors
in the board? Please explain.

it is the policy of the Company that the membership of the Board shall be a combination of executive and
non-executive directors, including independent directors, in order that no director or small group of
directors can dominate the decision-making process.
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Does it ensure that at least one non-executive director has an experience in the sector or industry
the company belongs to? Please explain.

It is the policy of the Company that chosen non-executive directors possess the qualifications and
stature that will enable them to effectively participate in the deliberations of the Board,

Define and clarify the roles, accountabilities and deliverables of the Executive, Non-Executive
and Independent Directors: (Revised Manual on Corporate Governance, pages 3-4 and pages 8-8)

'The Board of D.'féctors is the govermng body elected by the stockhofders to exercise .the.
corporate powers of the Company, conduct its business and control ifs properties

Accountabilities A Director should observe the following norms of conduct:

a} Conduct fair business fransaction with the Company and ensure that personal interest does
not conflict with the interests of the Company.

b) Devote the time and atftention necessary to properly and effectively perform his duties and
responsibilities.

d} Actjudiciously and carefully evaluale the issues, make inquiries and request clarification.

d} Exercise independent judgment

e} Have a working knowledge of the stalutory and regulatory requirements that affect the
Company, including its Articles of Incorporations and By-Laws, the rules and regufations of the
Commission, and, where applicable, the requiremenis of relevant regufatory agencies as well as
developments in the industry.

f) Observe confidentiality

Deliverables Direct the Company fowards sustained progress

5)

Provide the company's definition of “independence” and describe the company's compliance to
the definition.

The Company defines independence as a stale or quality possessed by the respective individuals,
which refers to the avoidance of being unduly influenced by a vested interest and to being free front any
constraints that would prevent a correct course of action being taken.

The Board of Directors of the Company has three (3) independent directors. It is a given requirement
that all directors exercise independent judgment. A director should view each problem or situation
objectively.

The Audit Committee is constituted to perform oversight function over the Company’'s internal and
external auditors fo ensure that they are given unrestricted access to all records and other requirements;
and free from interference by outside parties to enable them to perform their respective audit function.

Does the company have a term limit of five consecutive years for independent directors? If after
two years, the company wishes to bring back an independent director who had served for five
years, does it limit the term for no more than four additional years? Please explain.

The Company will formalize its policy that will be consistent with the related SEC Memorandum Circular 9, Series of
2011 on the Term Limits for Independent Directors, which took effect on January 2, 2012, Accordingly, the terms of
any independent director as of January 2, 2012 would expire on or about December 31, 2076.

Changes in the Board of Directors (Executive, Non-Executive and Independent Directors}

(a} Resignation/Death/Removal

Indicate any changes in the composition of the Board of Director that happened during the
period:

There were no changes in the composition of the Board of Director that happened during the period.
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(b) Selection/Appointment, Re-election, Disqualification, Removal, Reinstatement and
Suspension

Describe the procedures for the selection/appointment, re-election, disqualification, removal,
reinstatement and suspension of the members of the Board of Directors. Provide details of the
processes adopted (including the frequency of election) and the criteria employed in each procedure:

e Procedurg:: G “Process:Adopted’: il S Criteriay
a. SelectlonIAppomtment The Drrecrors are selected and eIected o The Board fo.'!ows a screening process “and
serve the Company according to  the | evaluates it Director based on background, skills
procedures set forth in the By-Laws, with | and characeristics, abifity to act in good faith in
particular care in regard to a director's ability | the interest of the Company and its stakeholders,
to perform dufies and responsibiiiies as | capacity to provide business  continuity,
specified in the Revised Manual on Corporate | possession of a keen understanding of the
Governance. business and any other quaiification as specified
in the Revised Manual on Corporate
In case of vacancies and other authorized | Governance.
instances, the Board may select or appoimt its
own  members recommended by the
Nomination Committee. It may appoint
members of senior management as &
Director. The invitation to join the Board fs
extended by the Board itself.

b. Re-appointment The process followed iIn re-appointment | The same criteria observed as if a new
folfows the same procedures as if & new | appoiniment is made.
appainiment s made.

¢.Permanent Disqualification The criteria for the permanent disqualification of
and/or Removal a Director are appropriately described in Section
E of the Revised Manual on Corporate
Govemance, which involves final or permanent
judgment or order by a competent judicial or
administrative body,order of the Commission or
any court or administratuive body of competent
jurisdiction and/or conviction by final judgment of
an offense punishable by imprisonmengt for
more than six (6) years, or a violation of the
Corporation Code commitied within five (5) years
prior to the date of his efection or appointment.

Any person earfier elected as Independent
Director who becomes an oficer, emplioyee or
consultant of the Company.

Any person judiciallly declared as insolvent,
d. Temporary Disqualification | A temporary disqualified director shall, within | A Director vill be temporanily disquaiified under
and/or Reinstatement sixty (60) business days from such | the following:

and/or Suspension disqualification, take app(qprfgfe actiorn to ' '
P remedy or correct the quaification. If he fails | Refusal o comply with the disclosure
or refuses to do so for unjustified reasons, | requirements of the Commission and its
the disquaiification shall become permanent. | implement Rules and Regulations.

The disqualification shali be in effect until he | Absence in more than 50% of all regular and
has cleared himself from any involvement in | special meetings of the board during his
the cause that gave rise (o his dismissal or | incumbency, or any twelve (12) month period
tarmination. during the said incumbency, unless the absence
is due to illness, death in the immediate family or
The disqualification shall be fifted it the fimitis | serious accident,

later complied with,
Dismissal or termination for cause as a director
of any company cavered by the Manual

if the Dbeneficial equity ownershuip of an
independent Director in the Company or its
subsidiaries and affiiiates exceeds two (2)
percent of its subscribed capital stock.

if any of the judgements or orders cited in the
grounds for permanent disqualification has not
yet become final,
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6)

Voting Result of the [ast Annual General Meeting (held last May 23, 2014)

The number of nominees for directors is 11 and this equals the number of board seats available so that
each of the 11 nominee for directors received equal number of votes of 5066,840.277 each (Tomas |.
Alcantara, Editha |. Alcantara, Carlos G. Dominguez, Honorio A. Poblador Ili, Tirso G. Santiflan, Jr,
Ramon T. Diokno, Conrado C. Alcantara, Alefandro I. Alcantara, Jose Ben R. Laraya, Thomas I. Aquino
and Jacinto C. Gavino, Jr.)

Orientation and Education Program
{a) Disclose details of the company's orientation program for new directors, if any.

The Company does not have a formal orientation program, however new directors are provided with
reference reading matferials to assist them in understanding better the business and operations of
the Company. Among the reading malerials provided are: Audifed Financial Statements; SEC Form
20-1S-Information Statement/Annual Report; Revised Manual on Corporate Governance; Ariicles of
incorporation and By-Laws and other relevant wrife-ups, references and reports.

(b} State any in-house training and external courses_ atfended by [Directors and Senior

Management for the past three (3} years: (2009-2011)

sraia Name of DireclorfOfficer:an i 22 Dateof Tralning s i 2 Program 2 2 et Namie  of Training dnistitution 5000
Tomas 1. Alcantara 07 November 2014 | Corporate Governance | Risks, Opporiunities, Assessment
{Chairman President) Seminar & Management (ROAM), Inc.
Editha | Alcantara 07 November 2014 | Corporate Governance | Risks, Opportunities, Assessment
{Director-Treasurer) Seminar & Management (ROAM), Inc.
Carlos G. Dominguez 09 June 2014 Corporate Gavernance | Center  for  Training  and
{Director} Seminar Development, Inc.

Tirso G. Santiftan, Jr. 07 November 2014 | Corporate Governance | Risks, Opportunities, Assessment
{Director-EVP) Seminar & Management (ROAM), Inc.
Honorio A. Poblador i 18 February 2014 Comorate Governance | Risks, Opportunities, Assessment
{Director) Seminar & Management (ROAM), inc.
Ramon T. Dickno 07 November 2014 | Corporate Governance | Risks, Opportunities, Assessment
{Director) Seminar & Management (ROAM), inc.
Jose Ben R. Laraya 07 November 2014 | Corporate Governance | Risks, Opportunities, Assessment
{Independent Director) Serminar & Management (ROAM), inc.
Thomas G. Aquino 07 November 2014 | Corporate Governance | Risks, Opportunities, Assessment
{Independent Direcior) Seminar & Management (ROAM), Inc.

Luis R. Ymson, Jr. 07 November 2014 | Corporate Governance | Risks, Opportunities, Assessment
{Chief Financial Officer & Seminar & Management {(ROAM), inc.
Compliance Officer)

Roberto V. San Jose 07 November 2014 | Corporate Governance | Risks, Opportunities, Assessment
{Corporate Secretary) Seminar & Management (ROAM), Inc.
Angel M. Esguerra, Ilf 07 November 2014 | Corporate Governance | Risks, Opportunities, Assessment
{Asst. Corporate Secretary) Seminar & Management (ROAM), Inc.
Esperidion D. Develos, Jr. 07 November 2014 | Coiporate Governance | Risks, Opportunities, Assessment
{Chief Audit Executive) Seminar & Management (ROAM), inc.
Sylvia M. Duque (Member, 07 November 2014 | Corporate Governance | Risks, Opportunities, Assessment
Nomination Commillee) Seminar & Management (ROAM), Inc.
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(c}) Continuing education programs for directors: programs and seminars and roundtables
attended during the year.

Tomas I. Alcantara

Sezi Name of DirectorfOfficer 2o Date of Training i sy Program 1y sozName of Training Institution:
30&31 May 2013 Basic Course on Corporate | Bankers' Institute of the
Governancne for Banks Philippines, Inc.

B. CODE OF BUSINESS CONDUCT & ETHICS

1) Discuss briefly the company’s policies on the following business conduct or ethics affecting
directors, senior management and employees:

The Company's Code of Conduct and Policies which was approved by the Board and posted on the Company's
website, fouches on the topics identified below.

Directors:

(a) Conflict of Interest

This policy requires directors, officers. employees and consulfants who find themselves in a potential or
actual_conflict of interest situation to promptly disclose the matter and, as applicalble. Seen an appropriate
decision from the authorised persen, Unless otherwise authorized by the Campany. the person concerned
shoufd inhibit himfherself fron any action, iransaction, discussion, evaluation. or_decision_involving such
conflict of interest, The policy also prohibits the Company from granting personal loan o directors or officers

uniess allowed by applicable laws and requiations.

A Conflict_of Interest is a set of circumstances that creates a risk that professional fudgment_or_actions
regarding a primary interest will be unduly inffuenced by a secondary interest, Primary interest refers (o the
orincipal qoals of the Company. such as the protection of its inferests, the advancement of its financial and

business performance and, the quality of service it provides to its clients. Secondary interest includes not

only financial_gain_of an employee or group_of employees, but aiso such motives as, the desite for
professional advancement and the wish to do favors for family and friends as such terms are defined in the

Related Party Transactions Policy.
GUIDELINES

1) Employees are expected. at afl times. to act in.the bestinterests of the Company and to exercise sound
judgment, unclouded by personal interest or divided ovalties, ifierefore while emploved by the Company or
any of its affiliates:

{a) An emplovee is expected to devate histher time,_attention and skill to ihe affairs of the Company and its

affiiates during the usual business hours and will use histher best endeavors to further its interes(s in every
way,

(b An emplovee is expected fo at all times to diligently. faithfully and to the best of his/her ability, perform. the

duties and responsibiliies for which he/she has been emplayed as well as abide any additional instructions
as may reasonably be requested of him/her.

(c)_An emplovee js required to use all proper means within his/her area of control and responsibility to
maintain and imprave the business. and to prolect and further the reputation and interest of the Company

and its affiliates.

(d)_An empioyee s not permitted to_work for_or have any interest in any other company or business, or
undertake anv activity which might interfere with his/her duties, or negatively affect hisfher performance. or
create a conflict with the company’s interest,

2) Whenever a director_officer, emploves or consultant of the company find themselves in a possible or
actual conflict of interest situation. they shall be required to disciose such fact to thefr supervisor or direct
superior in order for the latter to determing the extent to which the possible or actual conflict of interest may

adversely affect the Company's_interests. This disclosure shall afso include a request for approval from the

company to engage in the subject action or activity.
This supervisor or direct superior, an histher own, or with the help of other qualified officers of the Campany.

shall assess the circumstances as well as all factors involving such possible or actual conflict and faidy
decide an whether to affow the same or not.
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{b} Conduct of Business
and Fair Dealings

Directors and Officers should not use his position to profit or gain seme henefit or advantage for himself
andfor his related interests.

In espousing professionalism among all employees, the Company strictly prohibits behavior that violates
common decensy as referred to in the Code of Conduct (ACR Employees Mandbook, Section 1, 2-e page 4)

(c) Receipts of gifts from
third parties

Directors, Senior Management and Employees must avoid sifuations where personal interests of the
Company. Examples include involvement in competing businesses, accepting or giving preferential
treatment, favors or gifts

to customers andfor suppliers. (ACR Employee Handbook Section 1, 2-df, page 4)

{d) Compliance with Laws
& Regulations

A director should have a working knowledge of the statulory and regudatory requireiments that affect the
Company. Officers and employees shall adhere to the norms and restrictions imposed by applicable faws,
rules and regulations.

(e} Respect for Trade
Secrets/Use of Non-
public Information

A director should keep secure and confidential all non-public information he may acquire or fearn by reason
of his position as director. He shouid not reveal confidential information to unauthorized persons without the

autharity of the Board.

(f)} Use of Company
Funds, Assets and
Information

Diretors, Officers and Employees shall use company properly and resources including company time,
supplies and sofiwares, efficiently, responsiibly and only for legitimate business purposes only.

(g} Employment & Labor
Laws & Policies

The Company has an Employees’ Handbook of Palficies which provides for employee rights and obligations
to ensure uniformity and consistency in the interpretation and implementation of Human Resources Policies,
which are consistent with and in accordarice with refevant provisions of the Labor Code.

(i) Disciplinary action

Empioyees disciplinary measures are imposed in progressively increasing weight whenever violations are
committed against the prescritied policies, rules and regulations. A running period of ane calendar year will
be the basis for computing and imposing applicable penaltiesfrecurring violations. The Management has the
prerogative fo impose appropriate disciplinary action depending on mitigating or aggravating circumstances.
(ACR Employees Handbook, Section I, page 12)

(i) Whistle Blower

This specific poiicy pertains to “whistle-blowing” which refers to the disclosure by covered employees who
have personal knowledge of fraud_misappropriations. discrimination. sexual harassment and other wrongful
contdtict by emplovees at the Company.

GUIDELINES

1) Mechanism. The Company shall designate a dedicated e-mail_address for employees o fresly
communicate any wrongful conduct committed by emplovees while warking at the Company. The reporting
emplayee may report the wrongful conduct anonymously. This reporting mechanism /s in addition tg the
existing system of reporting to a supervisor, a manager at the higher fevel. or in the Olffice of the Chairman,
or others as specified in the individual policies.

2) Confidentiality. Allegations of wrongful_conduct will be taken serously, and the Human Resources

Department will direct the condyct of the investigation of such aflegations. Reports will be kept confidential tQ

the_qreatest extent possible, consistent with the need to conduct an investigation., The_identity of the
individual_making the allegation will be kept confidential so long as it does not hinder or frustrate any
investiation. However,_the_investigation process may reveal the resource of the information and the

inclividual making the disclosure may need to provide a statement as part of the evidence required.
3) Wrongful Conduct to be Reported. Reporting must he made in goad faith. This policy is not intended to he

a mechanism_to communicate grievances_against other employees of the Company or unfess such

grievance is a wionaful conduct under existing poticy,

Viclations of existing policies and any other unlawful or guestionable actions may be reported through the
dedicated whistle-blowing e-mail address on the matters such as, but not fimited to:

() Loss and fraudulent act or suspected fraudulent act,
(i) Criminal activity,
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{iv) Violation of the code af conduct and accountability
{v) Acceptance of gifts or other inducements

{vi) Conflict of interest

(vit)y M treatment of a costumer/client

{viii}  Dangerous act affecting heaith and safety

(ix) Act causing damage to the environment

(x) Breach of standing financial instiuctions

(xi) Showing undue favor to a vendor or client or fo a job applicant, or

(xii} Infarmation on any of the above that has been, is being. or Is likely to be concealed.

This fist is not exclusive and is merely a guide.

It should he emphasized that this policy is intendad to assist employees who reasonably believe that they
have persanally witnessed any of the foreqoing Violations. [t is not designated to question financial or
business degision taken by management. and it should not be used to reconsider the decision an any matter
that had already been rendered under the formal disciplinary and grievance procedures. Gnce the
whistie-blowing procedures are in place, it is reasonable fo expect employees to use them rather than air
their complaints outside_the Company,

4)_No Harassment_of a Whistle-blower. No employee. who in good faith, reports a violation, will suffer

harassment or retaliation or bullving. The Company will not toferate any harassment or victimization in
whatever form or manner of a whistle-blower and will treat this as a serious disciplinary offense. which will be
dealt with under the Company's existing disciplinary rules and requlations.

5) Untrue Allegations. If an employee makes an allegation in good faith, which altegation was proven {o be

false by subsequent investigation, no action will be taken against such employee. In making & disclosure, the

employee should exercise due care to ensure veracity of the infarmation. If, however, an employee makes,
malicious allegations or retaliations, discinfinary action may betaken against that individual.

6) Sanction. The Human Resources Department will be primarily responsible for imposing the sanction to
employees who have been proven quilty for not following this poficy. The approgriate sanction shall be hased
on the Company's Cade of Conduct,

7) Amendment andfor Termination. At any time, and at its sole discretion, the Company may amend, modify
or suspend or completely withdraw this policy, in.a whole or.in part.

81 Approvals. All approvals for any amendment o this policy are vested with the President upon the
recommendation by the Human Resources, Internal Audit and Legal Departments,

{i) Conflict Resolution Conflicts affecting directors, senfor managerment and employees are amicably settled by internal discussions
and meetings.
2) Has the code of ethics or conduct been disseminated to all directors, senior management and

3)

4)

employees?

A draft code of ethics and conduct has been drafted and revised, and is awaiting for distribution fo alf
directors, managers and employees upoit approval by the executive directors and senior management.

Discuss how the company implements and monitors compliance with the code of ethics or
conduct.

Upon approval of the code of ethics and conduct, copies will be distributed to alf directors, managers
and employees, and it is expected that Human Resources department will conduct in-house briefings,
seminars and general assemblies to discuss the code, its salient provisions, and how the employees will
implement the same. The monthly general assembly of the employees of the Group will most likely be
used to disseminate the code and inculcate compliance with the same at all levels.

Related Party Transactions
{a) Policies and Procedures

Describe the company's policies and procedures for the review, approval or ratification,
monitoring and recording of related party fransactions between and among the company and
its parent, joint ventures, subsidiaries, associates, affiliates, substantial stockholders,
officers and directors, including their spouses, children and dependent siblings and parents
and of interlocking director relationships of members of the board.
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. Related Party Transactions = = | .

Policies and:Procedures ..

{1) Parent Company

Related party transactions are conducted at arm's length with consideration paid or
received by the Company and on ferms at Jeast similar to any such terms available to non
related party. The Board thru its Audit Committee defines the threshold for approval
andfor disclosure, if needed.

(2} Joint Ventures

Related party transactions are conducted at armi's length with consideration paid or
received by the Cortipany and on terms at least similar to any such terms available to non
related party. The Board thru jts Audit Commitiee defines the threshold for approval
and/or disclosure, if needed.

(3) Subsidiaries

Related party transactions are conducted at arm's fength with consideration paid or
received by the Company and on terms at feast similar to any such terms available to non
related party.  The Board thru its Audit Committee defines the threshold for approval
andfor disclosure, if needed.

{4) Entities Under Common Control

Related party transactions are conducted at arm's length with consideration paid or
received by the Company and on ferms at Jeast similar to any such terms available to non
refated party. The Board thru its Audit Commitiee defines the threshald for approval
andfor disciosure, if needed.

(5) Substantial Stockholders

Substantial stockholdrs shall disclose to the board, through the Corporate Secrefary,
datails of all their directorships and any shareholdings owned by them or members of their
family. it is the responsibifity of the stockholder to promptly notify the board of any
proposed refated party tansaction.  Conflicted stockhoders shall not participale in
discussions on transactions in which they are a confficted party and shall abstain from
voling on such issues.

{6) Officers including
spouse/children/siblings/parents

Officers shall disciose to the board, through the Corporale Secretary, details of all their
directorships and any shareholdings owned by them or members of their family. It is the
responsiliility of the officer to promptly notify the board of any proposed refated party
transaction. Confiicted officers shall not participate in discussions on transactions in
which they are a conflicted party and shall abstain from voting on such fssues.

{7) Directors including
spouse/children/siblingsi/parents

Directors shall disclose to the board, through the Corporate Secretary, details of all their
directorships and any shareholdings cwned by them or members of their family. It is the
responsibility of the officer to promptfy notify the board of any proposed related party
transaction. Conflicted officers shall not participate in discussions on transactions in
which they are a conflicted parly and shall abstain from voting on such issues,

{8) Interlocking director relationship
of Board of Director

As provided under the Corporation Code, management obtains the Board's approval
hefore entering into any related party transaction ("RPT"). Thus, the RPT is specifically
included in the notice and agenda of the Board meeting, and the Directors are fully
informed of each proposed RPT. Moreover, the Directors of the Company who are also
directors of the related party with whom the RPT is to be entered (the “inter-locked”
Directors) are expressly excluded from the calculation of the quorum of the meeting during
which the proposed RPT I3 considered. In the vote for the RPT, the inter-locked Directors
are excluded from the voting.

(b) Conflict of Interest

(i) Directors/Officers and 5% or more Shareholders

Identify any actual or probable conflict of interest to which directors/officers/5% or more
shareholders may be involved.

No related party Iransaction with subject directors/ officers and 5% shareholders, other than the per diem received
for attending meetings of the Board and its committees.
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{ii) Mechanisms

Describe the mechanism laid down to detect, determine and resolve any posible conflict of
interest between the company and/or its group and their directors, officers and significant

sharehoiders.

¢ Directors/Officers/Significant Shareholders::

The Companys accounting and audit departments contmuously rewews'

Company
its {ransactions and any sign of a conflict of inferest is examined and
investigated.

Group The Company's accounling and audit departiments continuously reviews

its transactions and any sign of a confiict of interest is examined and

investigated.

5} Family, Commercial and Contractual Relations

(a) Indicate, if applicable, any relation of a family, commercial, contractual or business nature
that exists between the holders of significant equity (5% or more), to the extent that they are

known to the company:

Names of Related Significan

Brief.Description’of.the:
‘Relationship

Alsons Corporation (AC)

Affiliated with other significant shareholders

AC, ALDEVINCO & APHC are affiliates of
each other

Alsons Development & Investment Corporation
(ALDEVINCO}

Affiliated with other significant shareholders

AC, ALDEVINCO & APHC are affiliates of
gach other

Alsons Power Holdings Corporation (APHC)

Affifated with other significant sharehalders

AC, ALDEVINCO & APHC are affiliates of
each other

(b) Indicate, if applicable, any relation of a commercial, contractual or business that exists
between the holders of significant equity (5% or more) and the company:

Bria

cription

Alsons Corporation (AC)

Affiliated with other significant sharehclders

AC, ALDEVINCO & APHC are affiliates of
each other

Alsons Development & Investment Corporation
(ALDEVINCO)

Affiliated with other significant sharefolders

AC, ALDEVINCO & APHC are affiliates of
each other

Alsons Power Holdings Corporation (APHC)

Affiliated with other significant shareholders

AC, ALDEVINCO & APHC are affiliates of
each other

(¢) Indicate any shareholder agreement that may impact on the control, ownership and strategic

direction of the company:

Brief Description of the

None

None

6) Alternative Dispute Resolution

Describe the alternative dispute resolution system adopted by the company for the last three (3}
years in amicably settling conflicts or differences between the corporation and its stockholders,

and the corporation and third parties, including regulatory authorities.

. Alternative Dispute Resolution System

Corporation & Stockholders

Between the Company and its stockholders, any “dispute” is addressed by conciliation
meetings and efforts, on the Company's part, to assist the stockhoiders in their issue with
the Company. To the exten!t allowed by law, rufes and regufations, the Company extends
advice and assistance to the slockholder, particularly those who have missing share
certificates or those inheriting the same from refatives who had passed away,
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Corporation & Third Parties Between the Company and it third parties, the Company ensures that its contracts have
afternative dispute resolution provisions, such as arbitration, that will allow the Company to
avoid costly and time-wasting litigation. If the counter-party affows it, the venue of
arbitration Is in the Philippines.

Corporation & Regulatory Authorities Between the Company and reguiatory authorities, the Company simply seeks clarifications
on the requirement(s} imposed by such agencies and attempts ta comply with same. Such
measures inciude conferences with the appropriate officials of the Commission.

C. BOARD MEETINGS & ATTENDANCE
1) Are Board of Director's meetings scheduled before or at the beginning of the year?

Yes, board of directors’ meetings are scheduled at the beginning of the year, in accordance with the
requirements of the Articles of Incorporation and By-Laws.

2) Aftendance of Directors

il No.of Meetings 1 No:
held duting the | - Meatin
: Gohyear: Attendéd L
Chairman 1. Tomas l. Alcaniara 23 May 2014 7] 6 100%
Member 2. Editha I. Alcantara 23 May 2014 6 6 100%
Member 3. Tirso G. Santillan,Jr. 23 May 2014 6 '] 100%
Member 4. Alejandro I. Alcantara 23 May 2014 6 3 50%
Member 5. Ramon T. Digkno 23 May 2014 G 5 83%
Member 6. Carlos G. Dominguez 23 May 2014 G 4 66%
Member 7. Conrado C. Alcantara 23 May 2014 G 6 100%
Member 8. Honorio A, Poblador Il 23 May 2014 6 4 66%
Independent 9. Jose Ben R. Laraya 23 May 2014 6 6 100%
Independent 10. Jacinto C. Gavino, Jr. 23 May 2014 4] 5 83%
Independent 11. Thomas G. Aquino 23 May 2014 6 6 100%

3) Do non-executive directors have a separate meeting during the year without the presence of any
executive? If yes, how many times?

Management is unaware if the non-executive directors have a separate meeling or meetings during the
year without the presence of any executive.

4) Is the minimum quorum requirement for Board decisions set at two-thirds of board members?
Please explain.

No, the minimum quorum requirement for Board decisions is set at a majority as specified in the
Corporation Code and the Company’s articles of incorporation and/or by-laws.

5) Access to Information

{a) How many days in advance are board papers for board of directors meetings provided to the
board?

Notice of the meeting, agenda, reference materials and other related reports are required to be sent
fo the members of the Board of Directors at feast three (3} days prior fo the date of the meeling.

{b) Do board members have independent access to Management and the Corporate Secretary?
Yes, each Director has independent access to management and the Corporate Secretary.
(c) State the policy of the role of the company secretary. Does such role include assisting the

Chairman in preparing the board agenda, facilitating training of directors, keeping directors
updated regarding any relevant statutory and regulatory changes, etc? Yes
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The Company secretary Is responsible for the safekeeping and preservation of the integrity of the
minutes of the meetings of the Board and its committees, as well as the other official records of the
Company. He informs the members of the Board, of the agenda of their meetings and ensure that
the members have before them accurate information that will enable them to arrive at intelligent
decisions on matters that require their approval. He ensures that all board procedures, rules and
requlations are strictly followed by the members.

(d} Is the company secretary trained in legal, accountancy or company secretarial practices?
Please explain should the answer be in the negative.

Yes, the Company Secretary has the appropriate administrative and inferpersonal skills; and is
aware of the laws, rules and regulations necessary in the performance of his duties and
responsibilities.

{e) Committee Procedures

Disclose whether there is a procedure that Directors can avail of to enable them fo get
information necessary to he able to prepare in advance for the meetings of different
committees:

Yes / No
s Committeel “ZeDetails'of the procedures: i i
Executive
Audit Notice of the meeting and related Agenda are sent at least three days before the
Nomination scheduled meefing dale, with presentation malerals (if any), to be sent as soon as
Compensation possible thereafter.

6) External Advice

Indicate whether or not a procedure exists whereby directors can receive external advice and, if
so, provide details:

e Procedures Sa e Detadlgl s i s a0
Engagement of consultants At Board or Commitiee meelings, Directors may suggest
the engagement of consulfants, whether ¢ financial,
accounting or legal matters, who can render advise on
issues arising from the operations of the Compan and/or its
subsidiaries.

Direct Advice from Advisors and/or Counsef The Directors can directly contact the external advisors of
the Company and ask them lo address the issues raised
by such Directors and arising from the operations of the
Company andfor its subsidiaries. Conferences among the
Directors and advisors may be arranged.

7) Changels in existing policies

Indicate, if applicable, any change/s introduced by the Board of Directors (during its most recent
term) on existing policies that may have an effect on the business of the company and the

reason/s for the change:

EXIStII‘IQPOliCIeS Lhem o Changes i Reason
None None None

D. REMUNERATION MATTERS

1) Remuneration Process

Disclose the process used for determining the remuneration of the CEQ and the four (4) most
highly compensated management officers:
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Top 4 Highest Paid
- Management Officers.: @
The Board, with the Compensation
Committee, establishes a formal and
transparent procedure for developing
a policy on remuneration of senior
managers {fo ensure thal their
compensation is consistent wih the
Corporation's culture, strategy and
the business environment in which it
operates.

Process’ : S
(1) Fixed remuneration The Board's Compensation
(2) Variable remuneration Committee establilshes a formal
(3) Per diem allowance and trgnsparent proce_dure for
developing a policy on
(4) Bonus '
5) Stock Obi 3 oth renumerafion of CEQ fto ensure
(_) _OC_ puons and oWer | mar  thejr compensation s
financial Instruments consistent with the Corporation's
(8) Others (specify) culture, strategy and the business
environment in which it operates

2) Remuneration Policy and Structure for Executive and Non-Executive Directors

Disclose the company’s policy on remuneration and the structure of its compensation package.
Explain how the compensation of Executive and Non-executive Directors is calculated.

“Remuneration

How Compensation.is

Executive Directors Per diem At each meeting of The Board reviews the
the Board of remuneraltion of executive
Committee, the directors to ensure that their
Company pays the compensation is consistent
ED a per diem for wih the Corporalion's culture,
attendance of the strategy and the business
meeting environmednt in which it

operales.
Non-Executive Directors Per diem At each meeting of The Board reviews the

the Board of
Committee, the
Company pays the
NED a per diem for
attendance of the
meeting

remuneration of non-
executive directors fo ensure
that their compensalion js
consistent wih the
Corporation’s cufture, strategy
and the business environment
in which it operates.

Do stockholders have the opportunity to approve the decision on total remuneration {fees, allowances,
benefits-in-kind and other emoluments) of board of directors? Provide details for the last three (3) years.

Yes, the details are set forth below,

- Remuneration Scheme ' 22 Date of Stockholders! Approval -

Per diems in 2011 were duly reported to the

stockholders at the annual meeting in the 18 May 2012

information stafement and annexes therelo

Per diems in 2012 were duly reported fo the

stockholders at the annual meeting in the 24 May 2013

information stafement and annexes therelo

Per diems in 2013 were duly reported to the

stockholders at the annual meeting in the 23 May 2014

information stafement and annexes thereto
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3) Aggregate Remuneration

Complete the following table on the aggregate remuneration accrued during the most recent year:

Non-Executive Directors
(other_than ;ndependent

Remuneration

(a) Fixed Remuneration
{b) Variable Remuneration None

(¢} Per diem Allowance The aggregate amount paid by the Company fo its Directors and
Executive Officers as a group was £3,150,000.00

(d) Bonuses
() Stock Options andfor other None
financial instruments

(f) Others (specify)
Total £3.150.000.00

4) Stock Rights, Options and Warrants
(a) Board of Directors

Complete the following table, on the members if the company’s Board of Directors who own
or are entitled to stock rights, options or warrants over the company's shares:

Director's Nam -:Number.of Direct Number of Indirect umber-of
OptlonsIRigh S alent She

Not Applicable

(b) Amendments of Incentive Programs

Indicate any amendments and discontinuation of any incentives programs introduced,
including the criteria used in the creation of the program. Disclose whether these are subject
to approval during the Annual Stockholders’ Meeting:

TT i pmendmentss T

S Incentive Programas

Not Applicable

5) Remuneration of Management

Identify the five (5) members of management who are not at the same time executive directors and
indicate the total remuneration received during the financial year:

.'Name of OfficerfPosition . Total Remuneration:
Luis R. Ymson, Jr., Chief Financial Officer £105 000.00
Esperidion D. Develos, Jr., Chief Audit Executive £105.000.00
Roberto V. San Jose, Corporate Secretary £210,000.00
Angel M. Esguerra, i, Asst. Corporate Secretary Not included in the Company's per diem

E. BOARD COMMITTEES
1) Number of Members, Functions and Responsibilities

Provide details on the number of members of each committee, its functions, key responsibilities and the
power/authority delegated to it by the Board:
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Power
Ex ve [Independent,
| Director-|: Director (1D}
L ED) [ mED) [ e e o .

Executive 3 0 2 The Company | The ExecutiveCommitiee The Executive The Executive
By-Laws, exercise aff the powers of the | Committee has the Committee has the
Article 1, Board except: (1) The approval | same responsibiliies | same power as the
Section 8 of any action for which as the Board except for | Board except for the

stockholders' approval is the responsibility for (1)  power to (1) approve
required; (2) The filling of The approval of any any action for which
vacancies in the board, (3) The | action for which stockholders' approval
amendment or repeal of the stockholders' appraval | is required; (2) Filling
By-Laws or the adoption of new | is required; (2) The of vacancies in the
by-laws, (4) The amendment or | filling of vacancies in | hoard; (3) Amending or
repeal of any resolutions of the | the board; (3} The repealing of the
Board of Directors which by its | amendment or repeal | By-Laws or the
terms is not so amendable or | of the By-Laws or the | adoption of new by
repealabie; and (5) Distribution | adoption of new by faws, (4} Amending or
of cash dividends to the laws; (4} The repealing of any
shareholders. amendment or repeal | resolutions of the
of any resofutions of | Board of Directors
The act of the majority of the | the Board of Directors | which by its terms is
members of the Executive which by its terms is not so amendable or
Cammitiee shafl be the act of | not so amendable or | repealable and {5)
the Execufive Committee. repealable and (5) Distribution of cash
Minutes of all the proceedings | Distribution of cash dividends ta the
of the executive Committee dividends to the shareholders.
shall be kept, and shall be shareholders.
submitte to the Board of
Directors for its information.
Audit 2 1 2 Audit Assists the Boartd of Directors | Oversight responsibiifily | Authority to conduct or
Committee | in fulfiling its responsibifity for | in matters refating to: | authorize
Charter | oversight of corporate 1. The Company's investigations into any
governance processes, consolidated financial | matter within its scope
particularly those which affect | statements and the of responsibility, with
the integrity of consolidated financial reporting fulf access to alf
financial stalements and any | process records, books of
formal annatuncements refating | 2. Systems of internal | accounts, facilities and
to the financial performance accounting, financial | personnel. It has the
conirols, information authority to obtain
technology security advice and assistance
and managing from outside fegal,
business risks accounting and other
3. The functions of advisors, and to meet
internal and external with and seek
auditors and their information it requires
performance from empioyees,
4. Adaoption of the officers and directors
highest standards of
accounting and
business ethics
5. Compiiance with
legal and regulatory
malters

Nomination 1 2 1 Revised Review and evaluate the Ensure that all persons { Screening of afl
Manual on | qualifications of alf prsons nominated to the Board | persons nominated to
Corporate nominated to the Board and and other the Board and other
Governance | other appointments that require | appointments that appointments; such

Board approval, and to assess | require Board approval | other implied power (o

the effectiveness of the Board's {are qualified, and that | ensure that the

processes and procedures in - | the Board's processes | Board's processes and

the efection or replacement of | and procedures in the | procedures in the

directors; election or replacement | election or replacement
of directors are of directors are
effective. effective.
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Compensation 2 4 1 Revised Establish a formal and Establishment of a Recommend to the

Manual on | transparent procedure lor formal and transparent | Board a palicy on the
Corporate teveloping a policy on procedure for remuneration of
Governance | remuneration of directors and  § developing a policy on | directors and officers.
officers to ensure that their remuneration of

compensation is consistent with | directors and officers

the Carporation’s ctilture, 50 that their

sirategy and the business campensation is

environment in which it consistent with the

operales. Corporation's culfure,
strategy and the
business environment

inwhich it operales.

2) Committee Members

{a) Executive Committee

{from:2012)

Chairman Tomas |. Alcantara 23 May 2014

100% A years
Member (ED) | Editha k. Alcantara 23 May 2014 83% 3 years
Member (ED) | Tirso G, Santilian, Jr. 23 May 2014 100% 3 years
Member (ID) Jose Ben R. Laraya 23 May 2014 100% 3 vears
Member (ID) Thomas G. Aguinoc 23 May 2014 66% 3 years

(b) Audit Committee

S(from 2012).
Chairman (ID) | Jose Ben R. Laraya 23 May 2014 6 6 100% 3 years
Member (ED) Editha I. Alcantara 23 May 2014 6 5 83% 3 years
Member (ED) | Tirso G. Santillan, Jr. 23 May 2014 6 G 100% 3 years
Member (ID) Jacinto C. Gavino, Jr. 23 May 2014 6 4 66% 3 years
Member (NED) | Ramon T. Diokno 23 May 2014 6 8 100% 3 years

Disclose the profile or qualifications of the Audit Committee members.

Fach member has a working knowledge of the statutory and regulatory requirements and responsibilities,
the business environment, operations and the risks relating thereto, and key accounting and financial
reporting concepts and practices relevant to the various companies included in the Company.

Describe the Audit Committee's responsibility relative to the external auditor.

The Audit Commitiee provides assistance to the board of directors in fulfilling the oversight responsibiiity
to the shareholders relating to the functions of external auditors and their performance.

In consultation with the CEQ, CFO and CAE, the Audit Committee recommends the appointment,
compensation, and replacement of the external auditor. It reviews and approves the audit plan, and
receives audit reports; including disagreements with management on critical accounting policies and
practices. The Audit Committee assesses and ensures the independence of the external auditor, and

recommends rotation, if applicable.

{c) Nomination Committee

e rom 2012).
Chairman Tomas |, Alcantara 23 May 2014 1 1 100% 3 years
Member (NED) | Sylvia M. Duque 23 May 2014 1 1 100% 3 years
Member {(NED} | Carlos G. Dominguez 23 May 2014 1 1 100% 3years
Member (10} Jose Ben R. Laraya 23 May 2014 1 1 100% 3 years
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(d} Compensation Committee

{from 2012

Chairman | Tomas I. Alcantara 23 Maym20”14 ~

- - 3 years
Member (ED) Tirso G. Santiilan, Jr. 23 May 2014 - - - 3 years
Member (NED) | Honorio A. Poblador il | 23 May 2014 - - - 3 years
Member (1D} Jose Ben R. Laraya 23 May 2014 - - - 3 years

3) Changes in Committee Members

Indicate any changes in committee membership that occurred during the year and the reason for

the changes:

= Name'of Committee: |0

CReaS0ON i e

Executive

Audit

Nomination

Compensation

No change during the year.

4) Work done and Issues Addressed

Describe the work done by each commitiee and the significant issues addressed during the year.

“Name of Comimittes |1

sWork:Donel:

sildsues Addréssed

Executive

Thrs Comm:(tee rewewed afl matrers and actions for
approval of the Board prior to presentation to the
Board.  Thus, all actions of the Board were
recommended by this Commitiee after study and
evaiuation.

.'n reviewing all matters and actions for approvaf
by the Board prior to presentation to the Board,
this Committee addressed all contentious
issues that the Board raised, as well as those
issues arising from the study and evaluation of
the proposed transactions. Such issues
included () the transfer of shares of
subsidiaries from a subsidiary to the Company,
(i) agreements with other sharehofders of a
foreign company for joint voting of said shares,
(ii} loans with banks and affiliates for the
funding of projects;, audited annual and
quarterly financial statement; conversion of
advances into equity in a land-holding
subsidiary; (iv) development expenses budget;
{v) cash dividends; (vii) acceptance of a partner
in a power project.

Audit

b, In consultation with the External and Internal

¢. Obtained assurance that the External and

a. Assessed and chaflenged, where necessary,
the correctness of the quarterly, midyear and
annual consolidated financial statements and all
refated disclosures and reports certified by the
CFO before submission to the board and
released fo the SEC and the public. In
constitation with the CFO and CAE assured the
refevance and consistency of the accounting
policies  applied; no  matenial errors  of
misstatements and fraud occurred.

Auditors, assessed the effectiveness and
adequacy of the internal contro! systems.
Understoad the audit plan and obtained results
of audit activities, including significant findings,
corresponding recommendations and
Management responses and plans of action,

Internal Auditors had free and full access to the
Company records and were free  from
interference in the conduct of the audits.
Recommended the appointment of the External
Auditor

All questions raised to clasify items in the
financial  statemenis  were  adequately
answered, particularly the assumptions used in
the valuation and impairment assessment,
which were aff disclosed in the financial
statements under Significant Judgments and
Estimates.

Aside from those specifically identified and
disclosed under the Notes to Financial
Statements, there were no issues raised that
materially affected the accuracy of financial
statements.

None
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0. Obtained and understood vpdates on ongoing
projects of subsidiaries and visited and did
ocular inspection of the existing facilities

e. Revised the Audit Committee Charter to comply
with the new guidelines and completed the
assessment of the performance of the
Commiltee

There were no material issues raised and the
Committee agreed to continuously improve its
perfermance

Nomination

qualifications of the persons naminated to the Board

This Committee reviewed and evaluated the

The fssue of the qualifications of the persons
nominated to the Board were addressed by this
Committee.

Compensation

and executive officers, which

implemented.

Members of this Committee were consulted on the
proposed increase of the per diems for the directors
fncrease  was

The issue of whether or not to increase the per
diems of the directors and executive officers
was addressed by this Commitiee.

5) Committee Program

Provide a list of programs that each committee plans fo undertake to address relevant issues in

the improvement or enforcement of effective governance for the coming year.

Name of Committee ¢

sefmate Planned Programs s iiin e

s lssues to be Addressed i iy

Executive

This Committee will continue to review and evaluate
the transactions fo be brought to the Board.

This Committee will address all the issues arising
from transactions (o be brought to the Board.

Audit

This Committee will conlinue (o assess and
challenge, where necessary, the carrectness of the
quarterly, midyear and annual consolidated financial
statements and all related disclosures and reports
certified by the CFO before submission to the Board
and release to the SEC and the public. In
consultations with the CFO and CAE, this
Committee witl continue to: (a) assure the relevance
and consistency of the accounting policies applied,;
(b) ensure that no material errors or misstalements
and fraud oceur; (c) in consulation wih the External
and internal Auditors, assess the effectiveness and
adequacy of tfte internal control systems, review the
audit plan and obtain results of audit activities,
including  significant  findings, correspondence,
corresponding recommendations and Management
responses and plans of action; (d) obfain assurance
that the External and Internal Auditors had free and
fulf access to the Company recortds and were free
from interference in the conduct of the audits; {e)
Recommended the appointment of the External
Auditor; (ff obtain and understand updates on
ongoing projects of subsidiaries and visit and do
occular inspection of the exisitng facilities; {g) revise
the Audit Committee Charter to comply with the new
guidefines and complete the assessment of the
performance of the Committee.

This Audit Committee will address all the issues
afising from (ransactions to be brought to the
Executive Committeee and/or Board.

Nomination

This Committee will confinue fo review and evaluate
the qualifications of alf persons nominated to the
Board, as well as other appointments that require
Board approval. Moreover, it will continue to
aassess the effectiveness of the Board's processes
and procedures in the election or replacement of
directors;

This Committee will address the fssues arnising
from nominations fo the Board, including the issue
of qualifications of various nominges.  The
Committee will also determine whether it needs a
separate Charter simflar o that of the Audit
Committee.

Compensation

Members of the Compensation Committee continue
o develop a policy on remunerations of directors
and officers to ensure that their compensation is
consisient with the Coiporation's culture, strategy
and the business environment in which it operates

This Commitiee will most likely address the issties
arising from such a policy, including the extent of
application, and the criteria for officers to be
beneficiaries of such policies in the context of the
business environments where the Company or its
subsidiaries operate.
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F. RISK MANAGEMENT SYSTEM

1)
(2)

(b)

(c)

(d)

(e)

2)

@)

Disclose the following:

Overall risk management philosophy of the company

The Company believes that the oversight and accountabifity for the risk assessment process is
critical fo ensure that the necessary commitment and resources are secured, that it occurs at the
right fevel in the organization and the risks are evaluated through a rigorous and ongoing process,
the results of which are timely acted upon.

A statement that the directors have reviewed the effectiveness of the risk management
system and commenting on the adequacy thereof

The board of directors through the Audit Committee reviewed the effectiveness and adequacy of the
risk management system.

Period covered by the review
Year 2014

How often the risk management system is reviewed and the directors’ criteria for assessing
its effectiveness; and

The review of the Company’s risk management system is confinuous and reporls on its adequacy
and effectiveness obtained as regularly as needed.

Where no review was conducted during the year, an explanation why not.

Annual review is conducted.

Risk Policy

Company

Give a general description of the company's risk management policy, setting out and

assessing the risk/s covered by the system (ranked according to priority), along with the
objective behid the policy for each kind of risk.

------ Risk Exposure ©: Risk:Management Policy’: - Objective

The Company lrades only with recogmzed and ' 'Ensure that the counrerparry w;ﬂ meet

Credrt Risk
creditworthy third parties. t is the Company's | its obligation
policy that all customers who wish {0 trade on credit
terms are subject to credit verification procedures.

Liquidity Risk The Company maintains sufficient funds or will not | Ensure that the Company maintains
have difficulty in raising funds to meet or sefttle its | sufficient funds to finance s
obligations at a reasonabie price operations

Interest Rate Risk

The Company manages its interest cost using a mix
of fixed and variable debt rates and monilors
possible changes in interest rates using sensitivity
analysis

Ensure that changes in market interest
rates will not materially affect the fair
value or future cash flows of financial
instruments

Equity Price Risk

The Company infends to hold on fo investmnels
indefinitely in response (o liquidity requirements or
changes in market conditions

Ensure that decreases as a result of
changes in the value of individual
stacks will not materially affect the fair
value of quated AFS investmeanis

Foreign Currency
Risk

The Company manages ils exposure to foreign
currency risk by maintaining sensitivity analysis of
possible decline in values and fimits its transactions
denominated in currencies other than its functional
currency

Ensures that fosses due to changes in
foreign currency is limited
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Capital The Company manages its capital structure and | Ensures that the Company maintains a

Management makes adjustments fo it in fight of changes in | strong credit rating and healthy capital
economic conditions. To maintain or adjust the | ratios in  order fo support ifs
capital structure, the Company may adjust the | businesses and maximize
dividend payment, return capital or issue new | shareholder's value
shares to stockholders. The Company monitors
capital on the basis of the debt-to-equily ratio.

(b) Group

Give a general description of the Group's risk management policy, setting out and assessing
the risk/s covered by the system (ranked according to priority), along with the objective
behind the policy for each kind of risk:

“URisk Exposure [

= Risk:Managemeni Policy:

:0bjective

Credit Risk

The Group trades only with recognized and crec.‘!tworrhy.

third parties. It is the Group's policy that all customers
who wish fo trade on credit terms are subject to credit
verification procedures. In addition, receivable balances
are monitored on an angoing basis.

In the Group's real estate business, the transfer of the
property s axecuted only upon full payment of the
purchase price.  There is a provision in the Sales
Contract which allows forfeiture of the instalment/deposits
matle by the customer in favor of the Group in case of
default.

In the power generation business, it is the poiicy of the
Group to comply with all the pravisions in the Energy
Conversion Agreements (ECA)}

With respect to financial assets of the Group, maximum
exposure arising from default of the counterparty is equal
to the carrying value of the instruments.

Ensure rhar the counterparty wm‘ meer its

obligation under a financial instrument or a
customer contract and avoid financial loss.

Minimize Group's exposure to bad debts.
Minimize the credit risk exposure or any

margin loss from possible default in the
payment of instalment.

Liquidity Risk

The Group maintains sufficient cash and cash equivalents
to finance its operations. Any excess cash is invested in
short-term money market placements.

Maintain  sufficient cash and cash
equivalents to meet maturing obligations
and pay dividend declarations.

Inferest Rate Risk

The Group's policy is to manage its interest cost using a
mix of fixed and variable debt rates and monitors possible
changes in fnterest rales using sensitivity analysis

Ensure that changes in market interest
rates will nat materially affect the fair value
or future cash flows of financial
fnstruments

Equity Price Risk

The Group intends to hold on to investmnets indefinitely
in response to fiquidity requirements or changes in market
conditions

Enstre that decreases as a result of
changes in the value of individual stocks
will not materiafly affect the fair value of
guoted AFS investments

Foreign Currency Risk

The Group manages its exposure to foreign currency fisk
by maintaining sensitivity analysis of possible decting in
values and limils its (ransactions denominated in
currencies other than its functional currency

Ensures that losses due fo changes in
foreign currency is fimited

Capital Management

The Group manages its capital structure and makes
adjiustments to it in light of changes in economic
conditions. To maintain or adjust the capital structure, the
Company may adjust the dividend payment, return capital
or issue new shares to stockholders. The Company
monitors capital on the basis of the debt-to-equiiy ratio,

Ensures that the Group maintains a strong
credlit rating and healthy capital ratios in
order to support ifs businesses and
maximize shareholder's value

{c) Minority Shareholders

Indicate the principal risk of the exercise of controlling shareholders’ voting power.

= Risk to'Minority. Sharehoider.

The principal risk to the minority shareholders of the exercise by the controlling shareholders’ voting power is lack of control,
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3) Control System Set Up
(a) Company

Briefly describe the control system set up to assess, manage and control the main issue/s
faced by the company:

Financial Risks Financial Statement risk assessment Evaluate risks related to the material misstatement of
the Company financial statements through input from
the Accountants, Internal Audit and Operations. The
evaluation considers the characterisitcs of the
financial reporting elements; particularly, materiality
and susceptibility of the underlying accounts,
transactions, or related support to a likefihocd that a
control may fail to operate as intented and ifs impact

to financial reports.

Market Risks Market risk assessment Evaluate market movemenis that could affect the
Company's performance, particularly interst rates and
currency.

Credit Risks Credlit risk assessment Evaluate the potential that a borrower will fail to meet

its ohiigations in accordance with agreed terms.

(b) Group

Briefly decribe the control system set up to assess, manage and control the main issue/s
faced by the company:

Monitoring and. Measurement Process) | (Structures, Procedures, Actions Taken)

Financial Risks Financial Statement risk assessment Evaluate risks related to the material misstatement of
the Company financial statements through input from
the Accountants, Internal Audit and Operalions. The
evaluation considers the characterisfics of the
financial reporting elements; particularly, materiality
and  susceptibility of the underlying accounts,
transactions, or related support to a fikelifiood that a
control may fail to operate as intended and its impact
to financial reporis.

Market Risks Market risk assessment Evaluate market movements that could affect the
Company’s performance, particularly interst rates and
currency.

Credit Risks Credit risk assessment Evaluate the potential that a borrower will fail to meet

its obligations in accordance with agreed terms,

{c}) Committee

Identify the committee or any other body of corporate governance in charge of laying down
and supervising these control mechanisms, and give details of its functions:

' Committee/Unit Control Mechanisms Details of its Functions

Aud:f Commiltee The Comnur(ee encourages conitnuous fmprovement
of and fosters adherence to the policies, procedures
and best practices set up by the Company as well as
the subsdiaries under it, at ail levels. It provides for
open  communications among &and  between
management, the exernal audilors, internal auditors
and the board of diretors.
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G. INTERNAL AUDIT AND CONTROL

1)

2)

Internal Control System

Disclose the following information pertaining to the internal control system of the company:

(a) Explain how the internal control system is defined for the company
The Company’s Manual on Corporate Governance defines internal control system as the framework
under which internal controls are developed and implemented to manage and control business risks
fo which the Company is exposed. The manual further identifies the objectives of the internal control
system which is to ensure the reliability and integrity of financial and operational information, the

effectiveness and efficiency of operations, safeguarding of assets and compliance with laws, rules,
regulations and contracts.

(b) A statement that the directors have reviewed the effectiveness of the internal control system
and whether they consider them effective and adequate

The Board of Directors confirm the adequacy and effectiveness of the internal control system of the
Company.

(c) Period covered by the review;
Year 2014

{d) How often internal controls are reviewed and the directors’ criteria for assessing the
effectiveness of the internal control system; and

The review of internal controls is continuous and the Board of Directors, thru its Audit Committee
renders an annual report of its adequacy and effectiveness.

(e) Where no review was conducted during the year, an explanation why not.
Not applicable, quarterly review is conducted.
Internal Audit

(a) Role, Scope and Internal Audit Function

Give a general description of the role, scope of internal audit work and other details of the
internal audit function.

0 ‘Internal
In itor/Aud
L i Function Fin
o provide independent | The internal Audif Team is in-House Mr. Esperidion | The Internal Audit Group
assurance fo the Board. | involved in the examination D. Develps, Jr. | reports functionally to the
and Management as to. | and evaluation of the Board of Directors through
the status of the adequacy and effectiveness the Audit Committee. Its
Company's risk of the Company's activities are guided and
management, controf governance, risk performed in accordance
and governance management, and internal with the revised "Standards
processes. controf processes as well as for the Professional Practice
the quality of performance in of internal Auditing™ and
carrying oy assigned “Code of Ethics" developed
responsibilities to achieve by the Institute of internal
the Company's stated goals Auditors andfor any other
and objectives. i's auditing standards as may
responsibilities therefy be adopted hy the Internal
inciude, though nat iimited Audit
to. the following: Evaluation
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of the refiability and integrity

of information and the

means used to identify,

measure, classify, and

report such_information;

Evaluation of the means of

safequarding assets: and,
Assassment of the

effectiveness and efficiency

with whicl resources are

employed.

(b) Do the appointment and/or removal of the Internal Auditor or the accounting/ auditing firm or
corporation to which the internal audit function is outsourced require the approval of the

audit commitftee?

The appointment or removal of the Chief Infernal Audifor is vested in the Audit Committee.

(c) Discuss the internal auditor's reporting relationship with the audit committee. Does the
internal auditor have direct and unfettered access to the board of the directors and the audit
committee and to all records, properties and personnel?

The results of the financial, operations and compliance review conducted by Internal Audit are
reporfed directly to the Audit Committee. in the performance of its audit function, it has full access
to all records, facilities, properties and personnel of the line companies and is authorized fo review
and appraise policies, plans, procedures, and processes. The infernal audit activity is free from
interference in defermining its scope, performing its work and communicating its results. A separate
meeting between the Audit Committee and the Chief Audit Executive may be conducted to discuss
any matter that may be necessary to be discussed privately.

(d) Resignation, Re-assignment and Reasons

Disclose any registrationfs or re-assignment of the internal audit staff (including those
employed by the third-party auditing firm) and the reason/s for them.

The Internal Auditors’ assignmenis are rofated periodically to avoid familiarity and ensure

independence. For the year 2014, the following Internal Auditors tendered their resignation.

‘Nameof AuditStaff =

G 5._:'._-::_Re'as'on;5_';:

Cherryt vy C. Losala

Chonabeth | Nazario
(AVP & Head of Group Internal Audit)

(Group Internal Auditor)

Career advancement

Personal

(e) Progress against Plans, Issues, Findings and Examination Trends

State the internal audit’s progress against plans, significant issues, significant findings and
examination trends.

The progress of Annual Internal Audit Plan versus the Actual
engagements completed or on-going is being monitored annually and
is reported to the Audif Commiltee

Issues are discussed with the Auditees in informal and formal
meetings for clarification and/or agreement fo subsequently comply or
discuss required changes or updates o existing policies or
procedures, if necessary.

Findings are discussed with the Auditees in informal and formal exit
meetings and their responses considered and included as Auditees’
Comments in final Audit Reports

As a holding Company, the examinations are being conducted on the
subsidiaries
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The relationship among progress, plans, issues and findings should be viewed as an internal
control review cycle which involves the following step-hy-step activities:

1) Preparation of an audit plan inclusive of a timeline and milestones;

2) Conduct of examination based on the plan;

3) Evaluation of the progress in the implementation of the plan;

4) Documentation of issues and findings as a result of the examination;

5} Determination of the pervasive issues and findings (“examination trends”) based on
single year result and/or year-to-year restuits;

6) Conduct of the foregoing procedures on a regular basis.]

The Internal Audit Plan is presented lo the Audit Committee for approval on a yearly basis. The
assignments are prioritized to cover fransactions mostly at risk in case of non-compliance or
deviation. The timing, scope and limifations of the actual audit activily is based on volume, size and
complexity of fransactions, the degree of delegation of authority, extent and effectiveness of
information technology and extent of regulatory compliance,

Under the Imternal Audit Annual Plan, for financial audits, which are designed to validate the
existence, accuracy and completeness of account balances, account balances as of a particular
date are reviewed. For operations audif, which involve the walkthrough of procedures and

compliance review, samples for festing are selected from a period of one year.

All audit findings are discussed with the line management operating heads to validate that the
Internal Auditor’'s understanding of the processes and procedures is accurate and fo obtain
agreement on the facts and key statements in the report. The Auditees’ comments, responses on
recommendations, concurrence or non-concurrence with the findings, corrective actions and
timetahle for such actions are incorporated in the audit report.

Internal audit will report on the results of the review on the next nearest Audit Committee meeting.
(f) Audit Control Policies and Procedures
Disclose all internal audit controls, policies and procedures that have been established by

the company and the resuit of an assessment as to whether the established controls,
policies and procedures have been implemented under the column “Implementation”.

rocedures Implementation
Cash implemented
Receivables Implemented
Inventories Implemented
Fixed Assets Implemented
Investments implemented
Payables implemented
Requisition, Procurement and Storage Process implemented
Release of Materials and Invenfory Process Implemented
Expenditure and Disbursement Process Implemented
Recruitment/Labor Confracting/Salary and Benefit Management Process implemented
Contract Review implemented
Billing and Collection Process implemented
Project Management Process Implemented
Outside and Contracted Service Review Implemented
Compliance Review over Regulatory Reports implemented

(g) Mechanism and Safeguards

State the mechanism established by the company to safeguard the independence of the
auditors, financial analysts, investment banks and rating agencies (example, restrictions on
trading in the company's shares and imposition of internal approval procedures for these
transactions, limitation on the non-audit services that an external auditor may provide to the
company):
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“Auditors:

. (Internal:ad External). .~ |- Financial-Analyst “ i lnvestment Banks® | - Rating'Agéncies
a. The Group reports directly to | The Financial Analysts The Investment Banks who | The Rating Agencies the
the Audit Committee, not to engaged by the Company | transact, or propose {0 rate the Company are not
Management for various purposes are transact, with the Company, | affiliated with the
b. The Group does not assume | $0 engaged precisely are not affiiated with the Company and possess
gperating responsibilities and is | because of their Company and possess the | the quality to avoid being
not required nor expected fo independence so that quality to avoid being unduly influenced by a
develop or install procedures, their findings are credible | unduly influenced by vested interest and being

avested inferest and being
free from any constraints
that would prevent a correct
course of action being
faken.

to those who will be using
their findings. The have
the quality to avoid being
unduly influenced by a
vested interest and being
free from any constraints

free from any constraints
that would prevent a
correct course.

prepare records or engage in
any activity which will be subject
of review

¢. Internal Auditors are free
from interference in detarmining
the scope of examination, in

performing audit work and in that would prevent a
communicating results of audit | correct course of action
d. Internal Auditors have free being taken.

and full access to all records,
properties and personnel

(h) State the officers (preferably the Chairman and the CEO) who will have fo attest to the
company's full compliance with the SEC Code of Corporate Governance. Such information
must state that all directors, officers and employees of the company have been given proper
instruction of their respective duties as mandated by the Code and that internal mechanism
are in place to ensure that compliance.

The Chairman and President (who is the CEQ) and the Compliance Officer attest fo the company's
fulf compliance with the SEC Code of Corporate Gavernance.

H. ROLE OF STAKEHOLDERS

1) Disclose the company's policy and activities relative to the following:

The Company adheres o s
commitments {o its customers by adopting
and maintaining practices  that  will
produce an exceffent product andfor
render services of excellent quality

The Companys commitments to s
stakeholders include a commitment to its
customers of product excellence and
quality service

Customers' welfare

Supplier/contractor selection practice

The Company's selection practice for ils
supliers and confractors takes into
account not only the lowest price but the
right price and guaiily for the services or
goods being supplied.

The Company review its requirements
from suppliers and contractors  and
considers prices and quality of products
and good supplied or services to be
rendered,

Environmentally friendly value-chain

To the extent possible, the environment is
considered in deciding who wilt provide
the products and services in the
company's value chain.

The Company assiduously reviews its
requirements  from  suppliers  and
contractors  and  cansiders  the
environmental impact of the products or
good supplied or services (g be rendered.

Community interaction

The Companys commiiments to s
stakefolders include a commitment o its
host communities of shared efforts in
sustainable development.  Thus, the
Conmpany continued outreach to fiost
communities in coordination with the
Conrado and ladislawa Alcantara
Foundation Inc. (CLAF), a non-stock,
non-profit entity averseeing the Coiporate
Social Responsibility (SCR) functions of
the Company and the Alcantara Group.

Donation of workbooks; provision of
{utoring and mentoring programs, and
English review sessions, scholarships for
short-term  technical-vocational courses,
high school and college  students;
donations of study chairs, computer
equipment, and entire scool buildings.
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Anti-corruption programmes and
procedures?

Corruption is deterred by the dissemiation
of ethical expecations and he
enforcement of ruies and regulations.

The Company disseminates its materials
to establish ethical standards of conduct,
and reinforces the same by regular
lectures during its monthly general
meeting of all Group employees.

Safeguarding creditors' rights

The Company respects the rights of its
creditors by complying with all of its
affirmative covenants, negative
undertakings and all other obligations in

The Company regularly reviews jis loan
and securily agreements to ensure tht all
of the rights of the creditors are observed,
and all of its obligations are complied with.

its various creditors' agreements.

2) Does the company have a separate corporate responsibility (CR) report/section or sustainability

3)

report/section? Yes

Performance-enhancing mechanisms for employee participation.

{a) What are the company's policy for its employees’ safety, health, and welfare?
The company, as part of the Group, provides its employess with Management-inifiated Benefits in
addition to providing the benefits mandated by stalutes. Management-initiated Benefits include
additional vacation leave, sick leave, {transporation allowance, rice, uniform, medical &
hospitalization benefits, accident and life insurance.

(b} Show data relating to healith, safety and welfare of its employees.

The data for the Company employees relating to health, safety and welfare re to be extracted from
the dafa for the Group employees, which extraction is currently on-going.

{(c) State the company's training and development programmes for its employees. Show the data.

The data for the Company's training and development program for ifs employees are to be extracted
from the data for the Group employees, which extraction is currently on-going.

(d) State the company's reward/compensation policy that accounts for the performance of the
company heyond short-term financial measures.

This Company is considering the codification of this policy.

4) What are the company's procedures for handling complaints by employees concerning illegal

(including corruption) and unethical behavior? Explain how employees are protected from
retaliation.

Currently, complaints by employees concerning illegal and unethical behavior, including corruption, if
any, are coursed through the appropriate department, including but not limited to, the Human Resources
Department, Internal Audit or Legal. Depending on the nature of the complaint, and the evidence of the
complainant, the Company will call the attention of the employee concerned, ask him/her to submit an
explanation and, depending on the employee's explanation, impose the appropriate sanction, which
may inclue, but are not limited to, application of the Labor Code, section 282, its implementing rufes and
requlations, and relevant jurisprudence. Complaining employees are protected from retaliation by
anonymity and confidentiality.

To further enhance the reception. investigation and handling of these complaints. as well as_ensuring
that complaining _employees are  protected from retaliation. the Company implemented its
Whistleblowing Policy effective October 1. 2014. There is now a dedicated e-mail address where
employees can report anonymously, if desired.

I. DISCLOSURE AND TRANSPARENCY

1)  Ownership Structure

(a) Holding 5% shareholding or more (as of May 23, 2014)
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semimesns ey Shareholder il w e s Number.of Shares: | iPercent sl v Beneficial Owner i

Alsons Corporation_ 2,692,524,072 41.21% | Alcantara Family represented by its
Alsons Power Holdings Corporation 1,249,999 600 19.87% | President, Mr. Tomas |. Alcantara
Alsons Development & investment Corporation 1,186,524,026 18.89%

PCD Nominee Corporation (Fif} 1.108.738.577 17.62% | There are no holders of more than

5% of common shares individually.
The clients of the various PCD
pariicipants have the power fo decide
how the shares are fo be voted

ame. 01 o % of Capital
Management G
Tormas 1. Alcamiara 1
Editha [. Alcantara 100,000 - -
Alejandro I. Alcaniara 1 - -
Jacinfo C. Gavino 1 - -
Ramon T. Diokno 1 - -
Carlos G. Dominguez 1 - -
Jose Ben R. laraya 100 - -
Conrado C. Alcahlara i - -
Honorio A. Poblador i 100 - -
Thomas G. Aquino 100 - -
Tirso G. Santilfan, Jr. 10,406 - -
Total 110,712 - -

2) Does the Annual Report disclose the folowing:

i Yes
Yes
Yes
Yes
Yes
| Yes
1 Yes

Keyirisks =
“Corporate: ObjeCfIVBS
:Financiakperformance: 1nd=cators
“Nonsfifancial:performance :ndlcators
f-fDlv:dend po[:cy:

1 Yes

i Yes

Yes

Yes

Should the Annual Report not disclose any of the above, please indicate the reason for the
non-disclosure. Nof applicable

3) External Auditor's fee

s Name'of-auditor o ity srAuditiFee i “2iNon-auditFee’
SyCip, Gorres, Velayo & Co. 42811 51 9, 52 -

4) WNedium of Communication
List down the made/s of communication that the company is using for disseminating information.
The Company formally disseminates information to its stockholders via the Exchange and the

Commission using facsimile transmission, emails, and uploading into the portals of these institutions.
The Company also maintains a website that may be accessed by all stockholders and the public.
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5) Date of release of audited financial report

Aprit 15, 2014 with disclosure to the Philippine Stock Exchange and Securities Exchange Commission
under SEC Form 17-A.

6) Company Website

Does the company have a website disclosing up-to-date information about the following?

“Buginess operations!

Yes

Yes

Yes

Yes

Yes

Yes

Yes

No. The Company’s amended Articles of Incorporation
and/or By-Laws are available fo the public through the
Commission. However, any sfockholder may request
the Company for a copy of the same. These amended
Articles of Incorporation and/or By-Laws may also be
uploaded into the Company's website as soon as the
same shall be re-formatted for easier review by
stockholders who will be accessing the site.

'--memorandum aﬂd articles of associatior

Should any of the foregoing information be not disclosed, please indicate the reason thereto.

The Company’s amended articles of incorporation and/or by-laws (the Corporation Code does not use
the terms ‘“memorandum and articles of association”) are available to the public through the
Commission. However, any stockholder may request the Company for a copy of the same. These
amended articles of incorporation and/or by-laws may also be uploaded into the Company's website as
soon as the same are re-formatted for easier review by stockholders accessing the site.

7) Disclosure of RPT

e i RPIT .. Condition “iiNature e L
M’ajor Stockholders Panfy Secured Advances 2 626, 965 900
Subsidiaries of major Unsecured Advances 49,654,432
stockholders
Aflfiliates Unsecured Advances 268,070,204

When RPTs are involved, what processes are in place to address them in the manner that will
safeguard the interest of the company and in particular of its minority shareholders and other
stakeholders?

As provided under the Corporation Code, management obtains the Board's approval before entering
into any related party transaction (“RPT"). Thus, the RPT is specifically included in the notice and
agenda for the Board meeting, and the Directors are fufly informed of each proposed RPT. Moreover,
the Directors of the Company who are also directors of the related party with whom the RPT is to be
entered (the "inter-locked” Directors) are expressly excluded from the calculation of the quorum of the
meeting during whoch the proposed RPT is considered. In the vote for the RPT, the inter-locked

Directors are excluded from the voting.

J. RIGHTS OF STOCKHOLDERS

1) Right to participate effectively in and vote in AnnualfSpecial Stockholders’ Meetings
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(a) Quorum

Give details on the quorum required to convene the Annual/Special Stockholders' Meeting as set
forth in its By-laws.

A quorum for any meeting of the stockholders shall consist of a majority of the subscribed stock of the
corporation, and a majority of such quorum shall decide any question at the meeting, save and except

in those matters where the Corporation Law requires the affirmative vote of a greater proportion.
(Amended By-Laws, Arifcle 3, Seclion 4, page 10)

(b) Systems Used to Approve Corporate Acts

Explain the system used to approve corporate acis.

distributed to the stockholders. At the annual or any special stockholders
.| meeting, the Board directs the aftention of the stockholders fo this list and

=\ summary for their review and guestions. If there are questions, the Board
~-.| and management addresses the questions. If there are no further
questions, the Chairman specifically asks the stockholders to ratify these
acts of management.

. System Used | Advice and Ratification
s Prior to the annual or any special stockholders meetings, a list and
" Description | summary of corporate acts by the Board and management is prepared and

(c) Stockholders's Rights

List any Stockholders' Rights concerning Annual/Special Stockholders's Meeting that differ
from those laid down in the Corporation Code.

Stockholders' Rights not

tockholders’ Rights unde Right
.. The Corporation Code ool 0 inThe Corporation Code: | @
The stockholers have the right, as provided by | Under the Company's By-laws, Articles Iii, section
the Corporation Code and Articles of | 2, a stockholder holding of record not less than %
Incorporation, to, among others, (I} vote on all | of the outstanding capital stock of the Company
matters that require the stockholders’ consent or | may request in writing for a stockholders' meeting
approval: (i) inspect corporate books and | and the Board or the President must call for a
records; (i) information; (iv} dividends, and (v) | special stockholders' meeting

appraisal of the stockholders’ shares.

Dividends

2ot Payment Date

«iDeclaration Date |

May 23, 2014 Jurnre 30, 2014 July 24, 2014
March 21, 2013 May 23, 2013 June 14, 2013
May 4, 2012 May 18, 2012 June 14, 2012

(d) Stockholders' Participation

(i) State, if any, the measures adopted to promote stockholder participation in the Annual/
Special Stockholders’ Meeting, including the procedure on how stockholders and other
parties interested may communicate directly with the Chairman of the Board, individual
directors or board committees. Include in the discussion the steps the Board has taken to
solicit and understand the views of the stockholders as well as procedures for putting
forward proposals at stockholders’ meetings.

seo Communication:Procedure | .

oo Measures’Adopted e o
The Board timely advises the stockholders of the annual sfockholders

Notice and Full Disclosure with adequate information meaningfully pariicipate in the meeting. The
notice and other materials for the stockholders have reminders of the

rights of the stockholders.
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Advise and Ratification Prior to the annual or any speical stockholders meetings, a list and
swrmmary of corporate acis by the Board and management is prepared
and distributed to the sfockholders, At the annual or any special
stockholders meeling, the Board directs the attention of the stockhoders
fo this list and summary for their review and questions. If there are
questions, the Board and management addresses the questions. If there
are no further questions, the Chairman specifically asks the stockholders
to ratify these acts of management

2. State the company policy of asking shareholders to actively participate in corporate
decisions regarding:

a. Amendments to the company’s constitution

The articles of incorporation, as amended, is the constitution of the Company. Fursuant to the
Corporation Code, section 16, the amendment of the articles required the vote or written assent of
the stockholders representing atb least 2/3 of the outstanding capital stock. Therefore, in
amending its articles, the Company calls for a stockholders’ meeling and asks its shareholders to
actively participate in the corporate decision of amending the articles of incorporation or
constitution of the Company.

b. Authorization of additional shares

The articles of incorporation, as amended, sefs for the number and other details of the shares of
the capital stock ofr the Company. Pursuant to the Corporation Code, section 38, the increase in
the capital stock requires the vote of the stockholders representing at least 2/3 of the outstanding
capital stock. Therefore, in authorizing additional shares in ifs capifal stock, the Company calls
for a stockholders’ meeting and asks its sharesholders fo actively pariicipate in the corporate
decision of authorizing shres in the capital stock of the Company.

c. Transfer of all or substantially all assets, which in effect results in the sale of the company

Pursuant fo the Corporation Code, section 40, the sale, lease, exchange, mortgage, pledge or
other disposition of all or substantially all of the Company's assets requires the vote of the
stockholders representing at least 2/3 of the outstanding capital stock. Therefore, in authorizing
such a transfer, the Company calls for a stockholders’ meeting and asks its shareholders to
actively participate in the corporate decision of transferring all or substantially all of the
Company's assefs.

3. Does the company observe a minimum of 21 business days for giving out of notices to the
AGM where items to be resolved by shareholders are taken up?

Yes, giving out notice of Annual Stockholders’ Meeting is 23 days as counted from April 30, 2014
fo May 23. 2014.

a. Date of sending out notices: On April 30, 2014, sending out of Notices and Definitive
Information Statement in compact disc to all record stockholders was done thru personal delivery
using courier service or registered mail.

b. Date of the Annual/Special Stockholders’ Meeting: May 23, 20714
4. State, if any, questions and answers during the Annual/ Special Stockholders' Meeting.

During the Annual Stockholders’ Meeting, a stockholder referred to the previously disclosed
fund-raising effort by the Company that did not proceed and asked whether the discontinued
fund-raising effort was the cause of the delay of the power project of one of the Company’s
subsidiaries, Sarangani Energy Company, inc.

The Company’s management replied that it still intended to raise funds for its future projects and that
the previously disclosed fund-raising effort was affected, among other factors, with the state of the
international capital markets. Sarangani Energy’s power project was not delayed by the adjustment in
the Company’s fund-raising effort because it had its own funding from project debt.
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Another sfockholder asked whether the Company has a share buy-back program, to which the
Company’'s management replied that it could study such a program.

Another stockholder referred to a news article claiming that the price of the power to be sold by one of
the Company’s subsidiaries, San Ramon Power, Inc., was more expensive that an alleged competitor
and asked if this was frue. The Company's management replied that price of power depended on the
contruction price for the plant and refuted the claims by alleged compelitiors without previous
experience in consfructing and maintaining power plants.

A stockholder asked whether a Japanese company he could not name was still interested in investing
in the Company, to which the Chair advised the stockholders of the name of the Japanese company
and its continued interest in investing in the Company.

Another stockholder asked whether the shares of one of the Company’s subsidiaries, Alsing Power
Holdings, Inc., would be listed in the Exchange. The Company’s management replied that the
Company's power subsidiaries were not listed.

A stockholder asked why the prices of the power o be sold by the Company’s subsidiaries were
different from each other. The Company’s management replied that the Company's subsidiaries had
different types of power plants consuming different fypes of fuel for different uses. After explaining the
types of plants, fuel and uses, the Company’s management advised that prices of different types of
plants will necessarily be different.

Another stockholders referred to the Company's long-term debt and asked whether the same was still
manageable, to which the Company's management replied in the affirmative.

A stockholder asked whether the Company had renewable energy projects, to which the Company’s
management replied that it was studying a hydro-power project in Mindanao.

5. Result of Annual/Special Stockholders' Meeting’s Resolutions
May 23, 2014 Annual Stockholders’ Meefing

Anproval of the Minutes of Annual Stockholders' Meeting held on Stockholders None None
May 24, 2013, representing a total of

5.066.840.277 shares
Anproval of the Annual Report and Audlited Financial Statements | of stocks or 80.53% of
for the year ended December 31, 2013 the Corporation's None None

outstanding shares
Ratification of the actions & proceedings of the Board of Directors. ertitied to vote
different Commiltees and Management during the year 2013, None None
Election of Directors {including Independent Directors)
None None

Amendment_of Article Three of the Article of Incorporation on
principal office address
Appointment of the External Auditors — Sycin Gorres Velayo & Co. None None

6. Date of publishing of the result of the votes taken during the most recent AGM for all
resolutions: The resuits of the annual stockholders' meeting was immediately disclosed to PSE's
on line reporting system (PSE Edge Submission System) within the same date of the meeting.

(e) Modification

State, if any, the modifications made in the Annual/Special Stockholders' Meeting regulations
during the most recent year and the reason for such modification:
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\ Modifications” -

i Reason for Modification:

No modificafion made in the Annual/Special Stockholders' Meeting regulations
during the most recent year.

(f) Stockholders' Attendance

(i) Details of Attendance in the Annual/Special Stockholders’ Meeting held:

Annual
Stockholders’
Meeting

Directors:

. Tomas |. Alcantara

. Editha [. Alcantara

. Alejandro 1. Alcantara

. Tirso G. Santillan, Jr.

. Ramon T, Dickno
.Jose Ben R. Laraya

. Carlos G. Dominguez
8.Honorio A. Paoblador, [l
9. Jacinto C. Gavino, Jr.
10. Conrado C. Alcantara
11. Thomas G. Aguino
Officers:

1. Luis R, Ymson, Jr.

2. Roberto V. San Jose
3. Angel M. Esguerra, I

~NOoOghs W=

4. Esperidion D. Develos, Jr.

80.41% 80.53%

one share
one vote

Special

No Special Stockholders’ Meeting held during the year.

(ii) Does the company appoint an independent party (inspectors) to count and/or validate the
votes at the AASM/SSMs? The Company asks personnel from its stock & fransfer agent
to act as inspectors to count and/or validate the proxies before the stockholders meeting,
and the votes taken, if any, at such meetings.

Yes. Sycip Gorres Velayo & Co. was the appointed Board canvasser, an independent parly to
count and validate the votes during the Annual Stockholders' Meeting held on May 23, 2014.

(iii)

Do the company's common shares carry on vote for one share? If not, disclose and

give reasons for any divergence to this standard. Where the company has more than one
class of shares, describe the voting rights attached to each class of shares.

Yes. The Company's common shares entitles the holder to one vote that may be exercised in
person or by proxy at shareholders' meeting, including the Annual Stockholders' Meeting.

(g) Proxy Voting Policies

State the policies followed by the company regarding proxy voting in the Annual/Special
Stockholders' Meeting.

. Company's Policies

Pursuant to the Company's By-Laws, Adicle Ill, seclion 7, every
stockholder entitled fo vote at any meeling of the stockholders may, so
vote hy proxy, provided that the proxy shall have been appointed in
writing by the stockholder himself, or by his duly authorized atfomey in
favor of a registered stockholder. No proxy in favor of a third person who
is no a bona fide registered stockholder of the Company and no proxy
bearing a signature which is not legafly acknowledged shall be
recognized at any meeting unless such signature is known and
recognized by the Secrelary of the Meeting. The instrument authorizing
a proxy to act shall be lodged wilh the Secretary at feast five (5) days
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- before the date of the meeting. No proxy shall be recognized for shares

in the names of stockbrokers who are members of the stock exchanges,
unless accompanied by the written consent or authorization of their
clients authorizing the grant of such proxy or by a certification by the
stockbroker that the shares are beneficially owned by him.

If the signature on the proxy is known and recognized by the Secretary,
the legal acknowledgment of such a signature is not necessary.

The instrument authorizing a proxy to act shall be lodged with the
Secretary at least five (5) days before the date of the meeting.

4 Pursuant to the Commission’s Memorandum Circular N° 5, series of

1996, section B.10, “Where the same slockholder gives two or more

proxies, the latest one given is fo be deemed fo revoke all former
= proxies.”

Pursuant to the Commission’s Memorandum Circular N° 5, series of
1996, the Gompany's By-laws shall be controfling in determining the
proper procedure to be followed in the execution and acceptance of
proxfes, or the validity of the proxy, provided that the Company will
comply with the minimum required formalifies prescribed under Section
58 of the Comporation Cade and the applicable provisions of the SRC

and its implementing rules and regufalions.

A Pursuant to the Commission’s Memorandum Circufar N° 5, series of

1996, seclion B.16, "Proxies executed abroad shall be duly

':':: authenticated by the Philippine Embassy or Constilar Office.”

) An invalidated proxy shall not be used for the purposes for which it was

issued.

akidation of Proxy.

=1 Pursuant to the Commiission’s Memorandum Circufar N° 5, series of

1996, the Company's By-laws shall he controfling in determining the
proper procedure o be followed in the exectlion and acceptance, and
valfdation, of proxies, provided that the Company will comply with the
minimum  required formalities prescribed under Section 58 of the
Comporation Code and the applicable provisions of the SRC and ils
implementing rules and regulations.

Violation of Prox;

The Company will comply with the Comrmission’s Memorandum Circular
N° B, series of 1996, the Company's By-Jaws, Section 58 of the
Comoration Code and the applicable provisions of the SRC and its
implementing rules and regufations shall e controffing in determining
the proper procedure to be followed in the execulion and acceptance,
and validation, of proxies, provided that the Company will comply with
the minimum required formalities prescribed under Section 58 of lhe
Corporation Code and the applicable provisions of the SRC and its
implementing rules and regulations.

(h) Sending of Notices

State the company's policies and procedure on the sending of notices of Annual/Special

Stockholders' Meeting.

At the first Board meeting in the calendar year,
management recommends to the Board the
schedule of activities leading up fo, and
including, the annual stockholders meeting,
which, under the By-laws, Article Ill, section 1, is
held during May of each year.

Notices fo sfockholders shall comply with the
by-laws of the Company, the Corporation Code
and the Securities Regulation Code and its
implementing rules and regufations,

Notices of the time and place of holding any
annual meeting, or any special meeting, of the
stockholders, shall be given either by posting the
same enclosed in a postage prepaid envelope,
addressed to each stockholder of record entitfed
to vote at the address leff by such stockholder
with the secretary of the Company, or at his last
known post-office address, or by delivering the
same lo him in person or by messengerial service,
at least seven (7) days before the date set for
such meeting. Every stockholder shall furnish the
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Secretfary with the address at which notices of
meetings and all other corporation notices may be
served wupon or mailed fo him, and if any
stockholder shall fail to furnish such address,
notices may be served upon him by mail directed
fo him at his last known post-office address. The
notice of every special meeting shall state briefly
the objects of the meeting, and no other business
shall be transacted at such meeting except by
consent of all the stockholders of the Company
entifled to vote. No notice of any meeling need be
published in any newspaper. Failure fo give or any
defect or irregularity in giving the notice of the
annual meeting shall not affect or invalidate the
actions or proceedings at such meeting. The
stockholders of the Company entitled fo vofe,
may, by unanimous consent in wrifing, waive
notice of the time, place and purpose of any
meeting of stockholders and any action taken at a
meeting held pursuant to such waiver shall be
valid and binding.

(i) Definitive Information statements and Management Report

Number of Stockholders entitled to receive Definitive Information 81
Statements and Management Report and other Materials

Date of Actual Distribution of Definifive Information Statement and April 30, 2014
Management Report and other Materials held by market
participants/certain bencficial owners

Date of Actual Distribution of Definitive Information Statement and April 302014
Management Report and other Materials held by Stockholders

State whether CD format or hard copies were distributed Yes

If yes, indicate whether requesting stockholders were provided Yes
hard copies

(i) Does the Notice of Annual/Special Stockholders' Meeting include the following:

Each resolution to be taken up details with only one item. Yesg

Profiles of directors (at least age, qualification, date of first Yes
appointment, experience, and directorship in other listed companies)
noeminated for election/re-election.

The auditors to be appointed or re-appointed. Yes

An explanation of the dividend policy, if any dividend is to be Yes

declared.

The amount payable for final dividends. £0.016 per share
Documents required for proxy vote Yes

Should any of the foregoing information be not disclosed, please indicate the reason thereto.
All the foregoing inormation are disclosed.

2) Treatment of Minority Stockholders
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(a) State the company's policies with respect to the treatment of minority stockholders.

PO"CiES Sl e lmpiementation
The Board respects the rights of the The Board timely advises the stockholders of the
sftockholders as provided by the Corporation annual stockholders meeting and provides each
Code and Articles of Incorporation such as stockholder with adequate information
rights to (i} vote on alf matters that require the meaningfully participate in the meeting. The
stockholders’ consent or approval; (i) inspect notice and other materials for the stockholders
corporate books and records; (iii) information; have reminders of the rights of the stockholders.

{iv) dividends; and (v) appraisal of the
stockholders’ shares.

As allowed by the Corporation Code, the The Board timely and duly advises the
pre-emptive right of the stockholders has been stockholders when it plans to sell shares of the
denied Corporation fo stockholders.

Transparency and fairness in the conduct of the | The nolice and other materials for the
annual stockholders meetings; encouragement | stockholders are internally drafted, revised and

of the stockholders fo attend in person, timely reviwed, and then sent to the Commission for

notice of right and information on attendance by | commentd before distribution to the stockholders.

proxy, no undue restriction on voting by proxy. External counsel is consulted on the schedule and
content of materials for the annual stockholders’
meefing.

(b) Do minority stockholders have a right to nominate candidates for board of directors? Yes

K. INVESTORS RELATIONS PROGRAM

1)

2)

Discuss the company's external and internal communications policies and how frequently they
are reviewed. Disclose who reviews and approves major company announcements. Identify the
committee with this responsibility, if it has been assigned fo a committee.

The Corporation recognizes that the essence of corporate governance is transparency. The more
transparent the internal workings of the Corporation are, the more difficult it will be for Management and
dominant stockholders to mismanage the Corporation or misappropriate its assets.

Thus, it is essential that all material information about the Corporation that could adversely affect its
viability or the interests of the stockholders be publicly and timely disclosed. Such information should
include, among others, earnings results, acquisition or disposition of assets, off balance sheet
transactions, related party fransactions, and direct and indirect remuneration of members of the Board
Management. All such information should be disclosed through the appropriate Exchange mechanisms
and submissions to the Commission.

Describe the company's investor relations program including its communications strategy to
promote effective communication with its stockholders, other stakeholders and the public in
general. Disclose the contact details (e.g. telephone, fax and email) of the officer responsible for

investor relations.

The members of the senior management all participate in managing the releationships with investors by
contributing to the disclosures to the Exchange and/for the press. The Chairman of the Board of
Directors, the President, the Executive Vice President, the Chief Finance Officer, and/or the Manager for
Communications and Stakeholder Relations all confer with the Compliance Officers in compaosing,
revising and finalizing the form and content of the information disclosed through the appropriate
Exchange mechanisms and submissions to the Commission

(1) Objectives Transparency for all internal workings of the Corporation to
prevent mismanagement or misappropriation of assets.

(2) Principles All material information about the Corporation that could
adversely affect its viability or the interests of the stockholders
are publicly and timely disclosed.
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(3) Modes of Communications Upon the occurrence of a material event, management
prepares disclosure statements to the PSE and press

{4} investors Relations QOfficer The members of the senior management all participate in
managing the releationships with investors by contributing fo
the disclosures to the PSE and press.

3) What are the company’s rules and procedures governing the acquisition of corporate control in
the capital markets, and extraordinary fransactions such as mergers, and sales of substantial
portions of corporate assefs?

The Company conducts a rigorous financial, operational, accounting and legal review — with due
diligence — of any company control of which it may acquire either through the capital markets or other
systems. This due diligence review would begin by amassing any and all publicly available information
about such company, then negotiating and execuling a confidentiality or non-disclosure agreement with
the owners of the company or the company itself. Under the latter, confidential, non-public and
propreitary information is obtained to detemine the consideration, terms and conditions for the
acquisiiton. Thereafter, an extensive negotiation takes place on the definitive agreement(s) by which

controf is obtained.
An identical and no less rigorous exercise in conducted in a merger.

in a sale or disposition of substantial assets, the exercise is the same but the flow of confidential,
non-public and propreftary information is reversed, with such information being provided by the
Corporation to the acquiring company or companies. The Company also negotiates and then execules
a confidentiality or non-disclosure agreement with the potential buyer or buyers in preparation for the
negotiations over the consideration, terms and conditions for the disposition. Thereafter, an extensive
negotiation takes place on the definitive agreement(s} by which the assels are sold.

Name of the independent party the board of directors of the company appointed to evaluate the
fairness of the transaction price.

In the event of an acquisiton, merger and/or sale that requires an evaluation of the faimess of the
transaction price, the parties usually agree on an internationally-recognized accounting firm to be the
evaluator of the fairness of the transaction price, and the consideration, terms and conditions for such an
engagement, as well as the sharing of the firm’s consideration.

L. CORPORATE SOCIAL RESPONSIBILITY INITIATIVES

Discuss any initiative undertaken or proposed to be undertaken by the company.

. i G ‘Beneficiary.
The Company contmues to reach out to its host The communn‘res in Sarangani F’rownce and Zamboanga
communities in coordination with the Conrado and City in Mindanao where CLAF! establishes an oulreach
Ladistawa Alcantara Foundation, Inc. (CLAFI), a presence henefit from the CSR efforts of the Company,

non-stock, non-profit entity overseeing the Corporate | CLAFI, and the Group.
Social Responsibility (CSR) functions of the

Company and the Alcantara Group.
Direct support through the donation of workbooks; Students taking up shori-term lechnical-vocational courses;

provision of tutoring and mentoring programs, and high school and coflege students; school districts in need, in
English review sessions; scholarships for short-term | cooperation with their respective local government units.
technical-vocalional courses, high school and
college students; donations of study chairs,
computer equipment, and entire school buildings

Reviewing a medical-related CSR project such as an | Communities in Sarangani Province and/or Zamboanga
“Adopt a Barangay” program for a public heaith | City

initiative
Realignment of environment-related CSR projects in | Communities along Sarangani Bay in in Sarangani Province
ACR’s areas of operation; water-related programs in
Sarangani, including mangrove reforestation, carbon
sequestration, artificial reef installation, watershed
protection, and fish restocking in Sarangani Bay.
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M. BOARD, DIRECTOR, COMMITTEE AND CEO APPRAISAL

Disclose the process followed and criteria used in assessing the annual performance of the
board and its committees, individual director, and the CEO/ President.

Process

Board of Directors

The Board was advised and updated on
the self assessment of the annual
performance of the Audit Committee as
implemented under the Commission’s
Memorandum Circular N° 4 of 2012. A
similar assessment of the Board’s annual
performance could therefore follow the
same pattern as that of the Audit
Commiittee, adjusted to consider the
wider powers and responsibilities of the
Board.

Any self assessment of the annual
performance of the Board will likely take
into account the wider powers and
responsibilifies of the Board, the frequency
of its meetings, and reiteration or
duplication of the assessments of ifs
committees such as the Audit, Executive,
Nomination and Compensation
Commitlees.

Board of
Committees

The self assessmemt of the annual
performance of the Audit Commiltee as
implemented under the Commission’s
Memorandum Circular N° 4 of 2012, A
self assessment or self rating of the
annual performance of the Executive,
Nomination and Compensation
Commiftees could therefore follow the
same pattern as that of the Audit
Committee, adjusted to consider the
wider powers and responsibilities of the
Board.

Any self assessment or self rating of the
annual performance of the Executive,
Nomination and Compensation Committees
will likely take info account the divergent
powers and responsibilities of these
Committees, the frequency of meelings,
and the membership of each committee,
which may find it necessary to create a
charter to be approved by the Board. These
charters will be necessary to formulfate the
criteria against which the committee
members can assess or rate themselves.

Individual Directors

The draft procedure and schedule for the
self assessment or rating of the annual
perfoermance of each Direclor need to be
formalized, disseminated and approved
by the Board.

As set forth in the Company’s Revised
Manual of Corporate Governance, each
Director would assess/rate his/her
performance of the following individual
duties: (i} fair business fransacfion with the
Company; (i} Time and attention to duties
to the Company; (ifi) acting judiciously; (iv)
exercising independent judgement; (v)
having a working knowledge of the
stalutory and reguiatory requirements
affecting the Company; and (vi) observing
confidentiality.

CEOQ/ President

The draft procedure and schedulfe for the
self assessment or rating of the annual
performance of the CEQ/President need
to be formalized, disseminated and
approved by the CEQ/President.

As set forth in the Company’s Revised
Manual of Corporate Governance, the
CEOQ/President would assess/rate his
performance of the following individual
duties, including, but not flimited fo,
observing the proper checks and balances
necessitated by the unification of the
positions with a view to gelfing the benefits
of individual vies and perspectives,
ensuring that the meetings of the Board are
held in accordance with the by-faws or as
the Chair may deem necessary;
supervising the preparation of the agenda
of the meeting in coordinalion with the
Corporate Secretary, taking into
consideration the suggestions of
management and the directors; and
mainfaining qualitative and timely lines of
communication and information between
the Board and Management.
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N. INTERNAL BREACHES AND SANCTIONS

Discuss the internal policies on sanctions imposed for any violation or breach of the corporate
governance manual involving directors, officers, management and employees.

Violations

Sanctions

Director’s breach of the corporate
governance manual

Depending on the severity of the breach, and the materiality of the
effects or consequences of the breach, the Board of Directors may
call the attention of the breaching Director, ask for an explanation
and impose the appropriate sanction. The most severe sanction
would involve the application of the Corporation Code, section 28.

Officer’s breach of the corporate
governance manual

Depending on the severity of the breach, and the materiality of the
effects or consequences of the breach, the Board of Directors will
call the attention of the breaching Officer, ask him/her to submit an
explanation for the breach, and, depending on the Officer's
explanation, impose the appropriate sanction, which may include,
but shall not be limited to, application of the Labor Code, section
282, its implementing rules and regulations, and relevant
jurfsprudence

Employee’s breach of the corporate
governance manual

Depending on the seventy of the breach, and the maternality of t‘he
effects or consequences of the breach, the Company will call the
attention of the breaching Employee, ask him/her to submit an
explanation for the breach, and, depending on the Employee's
explanation, impose the appropriate sanction, which may include,
but shall not be limited to, application of the Labor Code, section
282, its implementing rules and regulations, and relevant
jurisprudence.

Pursuant to the requirement of the Securities and Exchange Commission, this Annual Corporate Governance

Report is signed on behalf of the reg|str

Makati, Metro Manila on APR

e}w‘]&)y the undermgned thereunto duly authorized, in the City of

Tirso G. Santillan,

Executive Vice- Pr93|dent

Luis R. Ymgon, Jr.
Chief Financial Officer

Compliance Officer

SIGNATURES

Independeny Director

Thomas G. Aq%o

Independent Director
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SUBSCRIBED AND SWORN to before me this APR 08 2015 , affiant(s) exhibiting to me competent
evidence of their respective identity, as follows:

Name I.D. Type & No. Date/Place of Issue

Tirso G. Santillan, Jr. TIN 134-840-919 Issued by the Bureau of Internal Revenue

Luis R. Ymson, Jr. TIN 126-818-715

Issued by the Bureau of Internal Revenue
Jose Ben R. Laraya TIN 137-981-006 Issued by the Bureau of Internal Revenue
Thomas G. Aquino TIN 121-905-565 Issued by the Bureau of Internal Revenue
;rﬂ{f e, Notar
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W
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T’ ¥ ROLLNO. 34787 5 * 8 Commission No. M-200
Book no. s RSN HU st N Notary Public for Makat City
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5: Pasay Chapter
2 0%-2015; Mukat City
Alsons Bidg., 2286 Chizo Roces Avenue, Makati Cii,
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Exhibit 1

AUDITED FINANCIAL STATEMENTS
DECEMBER 31, 2014 AND 2013
And Years Ended December 31,2014, 2013 and 2012



Alsons Consolidated Resources, Inc.
(Listed in the Philippine Stock Exchange Trading Symbol “ACR”)

2nd Floor, Alsons Building

2286 Chino Roces Ext., (formerly P. Tamo Ext.,) Makati City
1231 Metro Manila Philippines

Tel. Nos.: (632) 982-3000 Fax Nos.: (632) 982-3077
Website: www.acr.com.ph

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

SECURITIES AND EXCHANGE COMMISSION,
SEC Building, EDSA, Greenhills, Mandaluyong City

The management of Alsons Consolidated Resources Inc., is responsible for the preparation and fair presentation of the
consolidated financial statements for the years ended December 31, 2014 and 2013 , including the additional components
attached therein, in accordance with Philippine Financial Reporting Standards. This responsibility includes designing and
implementing internal controls relevant to the preparation and fair presentation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error, selecting and applying appropriate accounting policies, and
making accounting estimates that are reasonable in the circumstances.

The Board of Directors reviews and approves the consolidated financial statements and submits the same to the stockholders.
SyCip Gorres Velayo & Co., the independent auditors, appointed by the stockholders has examined the consolidated financial

statements of the Company and its subsidiaries in accordance with Philippine Standards on Auditing, and in its report to the
stockholders, has expressed its opinion on the fairness of presentation upon completion of such examination.

g m ¢ M
@I. ;CANTARA TIRSO G. SANTILLAN, JR.

Chairman and President Executive Vice-President

APR 13 2015
SUBSCRIBED AND SWORN to before me this of affiants exhibiting to me their Identifications, as follows:
Name Identification No. Date Place of Issue
Tomas I. Alcantara PP#EB8610644 07-09-13 DFA Manila
Tirso G. Santillan, Jr. DL#N17-72-000977 02-12-12 LTO Q.C.
Luis R. Ymson, Jr. PPH#EB1623317 12-29-10 DFA Manila

DocNo_ 21 357 A% ; ANGEL M. ESGUERRA, III
Page No.__F IR Rl Commission No. M-200
Book No.__# Notary Public for Makati City, Until December 31, 2015

PTR OR No. 4760120; 01/09/15; Makati City

IBP Lifetime No. 00259; 06/01/95; Pasay Chapter
Roll No. 34787; 06/01/87

Alsons Bldg., 2286 Chino Roces Ave., Makati City

Series of 2015




SyCip Gorres Velayo & Co. Tel: (632) 891 0307 BOAPRC Reg. No. 0001,

6760 Ayala :A\rtenue Fax: (632) 819 0872 December 28, 2012, valid until December 31, 2015
o 1226 M_akatl City ey.com/ph SEC Accreditation No. 0012-FR-3 (Group A).
Building a better Phtlippines November 15, 2012, valid untit November 16, 2015

working world

INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
Alsons Consolidated Resources, Inc.

2286 Don Chino Roces Ave. Extension,
Makati City

We have audited the accompanying consolidated financial statements of Alsons Consolidated
Resources, Inc. and Subsidiaries, which comprise the consolidated balance sheets as at December 31,
2014 and 2013, and the consolidated statements of income, consolidated statements of comprehensive
income, consolidated statements of changes in equity, and consolidated statements of cash flows for
cach of the three years in the period ended December 31, 2014, and a summary of significant
accounting policies and other explanatory information.

Munagement’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Philippine Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error,

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion,

AR AR

A membe: firm of Emst & Young Global Limited



Building a better
working world

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Alsons Consolidated Resources, Inc. and Subsidiaries as at December 31, 2014
and 2013, and their financial performance and their cash flows for each of the three years in the period
ended December 31, 2014, in accordance with Philippine Financial Reporting Standards.

SYCIP GORRES VELAYO & CO.

b,

Martin C. Guantes

Partner

CPA Certificate No. 88494

SEC Accreditation No. 0325-AR-2 (Group A),
March 15, 2012, valid until April 30, 2015

Tax Identification No. 152-884-272

BIR Accreditation No. 08-001998-52-2015,
February 27, 2015, valid until February 26, 2018

PTR No. 4751287, January 5, 2015, Makati City

March 27, 2015
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ALSONS CONSOLIDATED RESOURCES, INC.

AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

December 31
2013
2014 (Note 16)
ASSETS
Current Assets
Cash and cash equivalents (Notes 7, 32 and 33) $2,512,383,375 P1,422,362,785

Short-term cash investments (Notes 7, 32 and 33) 34,444,998 8,802,310
Trade and other receivables (Notes 8, 20, 32 and 33) 4,008,142,109  4,319,949,469
Spare parts and supplies - at cost (Note 9) 241,564,024 204,349,009
Real estate inventories (Note 10) 642,340,836 649,416,295
Prepaid expenses and other current assets (Note 15) 326,665,057 236,228,525
Total Current Assets 7,765,540,399 6,841,108,393
Noncurrent Assels
Noncurrent portion of installment receivables

(Notes 8, 32 and 33) 7,843,712 9,756,899
Investments in real estate (Notes 10 and 18) 1,527,215,497 1,477,259,866
Investments in associates (Note 11) 1,218,315,960 1,219,595,317
Property, plant and equipment (Notes 12, 18 and 19) 13,410,542,642 6,673,763,949
Available-for-sale (AFS) financial assets (Notes 13 and 33) 117,040,963 55,862,692
Goodwill (Note 14) 1,001,896,049 094,928,342
Net retirement assets (Note 28) 45,200,561 49,965,852
Deferred tax assets - net (Note 29) 30,268,777 42,315,885
Other noncurrent assets (Note 15) 601,428,826 624,572,058
Total Noncurrent Assets 17,959,752,987 1 1,148,020,860

TOTAL ASSETS

P25,725,293,386

P17,989,129,253

LIABILITIES AND EQUITY

Current Liabilities
Accounts payable and other current liabilities

(Notes 16, 32 and 33) P1,464,218,604 £030,021,607
Loans payable (Notes 17, 32 and 33) 259,999,978 794,366,639
Income tax payable (Note 29) 120,268,492 100,872,098
Current portion of long-term debt (Notes 18, 32 and 33) 590,427,513 454,022,139
Derivative liability (Notes 18 and 33) 27,595,736 37,923,780
Total Current Liabilities 2,462,510,323  2,367,206,263
Noncurrent Liabilities
Long-term debt - net of current portion (Notes 18, 32 and 33) 12,348,264,305 4,736,472,902
Deferred tax liabilities - net (Note 29) 431,506,243 425,715,041
Retirement liabilities (Note 28) 7,472,680 9,488,962
Asset retirement obligation (Notes 12 and 19) 67,169,574 78,801,367
Total Nencurrent Liabilities 12,854,412,802 5,250,478,272
Total Liabilities 15,316,923,125  7,617,684,535

(Forward)

A



December 31

2013
2014 {Note 16)

Equity (Note 21)

Capital stock

Other equity reserves

Retained earnings:
Unappropriated (Note 16)
Appropriated

P£6,313,683,333  £6,309,283,333
1,613,004,480  1,750,828,447

489,928,413 1,084,786,946
1,700,000,000 850,000,000

Attributable to equity holders of the parent
Non-controlling interests

10,116,616,226  9,994,898,726
291,754,033 376,545,992

Total Equity

10,408,370,261  10,371,444,718

TOTAL LIABILITIES AND EQUITY

P25,725,293,386 P17,989,129,253

See accompanying Notes 1o Consolidated Financial Statements.
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ALSONS CONSOLIDATED RESOURCES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31
2013
2014 {(Note 16) 2012
SALES OF SERVICES:
Energy fees (Notes 16 and 34) P5,134,628,826 £3,289,130,401 R2,068,686,056
Managc?ment fees (Note 34) 24,825,460 27,063,025 32,019,719
Rental income (Note 31) 8,643,774 9,827,272 11,229,171
5,168,098,060 3.326,020,698 2,111,934,946
REAL ESTATE SALES (Note 34) 11,973,028 17,515,916 30,521,191
TOTAL REVENUE 5,180,071,088 3,343,536,614 2,142,456,137
COSTS AND EXPENSES
Cost of services (Note 22) (3,536,933,374) (1,978,477,036) (875,278,689)
Cost of real estate sold (Note 10) (11,396,417) (19,506,240)  (44,837,635)
General and administrative expenses (Note 23) (467,312,254) (362,87 5,246) (373,440,679)
OTHER INCOME (CHARGES)
Finance charges (Note 26) (206,568,748)  (119,372,797) (84,290,660)
Interest income (Note 7) 22,224,257 25,186,522 46,443,117
Other income (charges) - net (Note 27) 109,302,563 (48,981,949) 423,544,149
(4,090,683,973) (2,504,026,746) (907,860,397)
INCOME BEFORE INCOME TAX 1,089,387,115 839,509,868 1,234,595,740
PROVISION FOR INCOME TAX (Notes 16 and 29)
Current 345,191,757 294,235,703 232,099,888
Deferred 17,052,091 (24,011,649 9,054,613

362,243,848 270,224,054 241,154,501

NET INCOME FROM CONTINUING

OPERATIONS 727,143,267 569,285,814 993,441,239
NET INCOME FROM DISCONTINUED

OPERATIONS (Note 30) - 196,295,608 85,428,052
NET INCOME 727,143,267 £765,581,422 £1,078,869,291
Attributable to:
Equity holders of the parent

Net income from continuing operations P359,040,865 F248,925,802 P457,918,762

Net income from discontinued operations - 146,348,389 51,197,032

359,040,865 395,274,191 509,115,794

Non-controlling interests
Net income from continuing operations 368,102,402 320,360,012 535,522,477

Net income from discontinued operations 46,947,219 34,231,020
368,102,402 370,307,231 569,733,497

727,143,267 £765,581,422 P1 ,078,869,291

Rasic/diluted earnings per share atiributable to equity
holders of the parent (Note 21) P0.057 £0.063 £0.081

See accompanying Notes to Consolidated Finaneial Statements.
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ALSONS CONSOLIDATED RESOURCES, INC, AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2013
2014 (Note 16) 2012

NET INCOME

P727,143,267 765,581,422 P1,078,869,291

OTHER COMPREHENSIVE INCOME
Ttems that will not be reclassified to profit or loss:

Actuarial gains (losses) (Note 28) 23,034,830 (1,994,575)  (12,151,615)
Limit on retirement asset (Note 28) (16,238,612) (7,547,368) (4,978,395)
Tax effect (Note 29) (448,297) 1,380,343 704,767
6,347,921 (8,161,600)  (16,425,243)
Ttems that may be reclassified subsequently to
profit or loss:
Unrealized gains (losses) on fair valuation of AFS
financial assets (Note 13) (86,998,124) (6,741,009) 18,019,708
Translation adjustments (54,755,323) 213,527,769 (266,651,873)
(141,753,447) 206,786,760  (248,632,1635)
TOTAL OTHER COMPREHENSIVE
INCOME (LOSS), NET OF TAX (135,405,526) 198,625,160  (265,057,408)

TOTAL COMPREHENSIVE INCOME

P591,737,741 P964,206,582 P813,811,883

Attributable to:
Equity holders of the parent:
Total comprehensive income from
continuing operations
Total comprehensive income from

P222,381,502 P413,877,467 £310,293,431

discontinued operations - 143,027,095 47,349,334
222,381,502 556,904,562 357,642,765
Non-controlling interests

Total comprehensive income from
continuing operations 369,356,239 359,575,463 424,510,720

Total comprehensive income from
discontinued operations - 47,726,557 31,658,398
369,356,239 407,302,020 456,169,118

P591,737,741  R964,206,582 P813,811,883

See accompanying Notes to Consolidated Financial Statements.
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ALSONS CONSOLIDATED RESOURCES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31

2013
2014 {Note 16) 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Income before tax from:
Continuing operationt P1,089,387,115 839,509,868 P1,234,595,740
Discontinued operations (Note 30) - 206,465,528 101,188,404
Adjustments for:
Depletion, depreciation and amortization (Note 25) 814,375,986 706,131,285 622,842,832
Finance charges (Notes 26 and 30) 206,568,748 121,904,845 84,873,519
Unrealized foreign exchange loss (gain) (Note 27) (41,876,979) 83,993,180 (8,619,819)
Interest income (Notes 7 and 30) (22,224,257) (27,041,508) (49,715,083)
Income from decrease in asset retirement obligation (11,315,962) - -
Mark-to-market loss (gain) on derivative liability
(Notes 27 and 33) (10,328,044) 16,371,524 11,632,044
Movement in net retirement assets and retirement
liabilities (Notes 24 and 28} 9,096,929 12,370,178 5,699,612
Recovery of impairment loss on real estate inventories
due to sale (Note 10) (3,946,795) (4,140,694 (17,108,236)
Equity in net losses of associates (Notes 11 and 27) 1,279,357 100,920,763 22,850,988
Loss (gain) on sale of property, plant and equipment
(Note 28) 360,839 (356,577) (1,023,156)
Gain on sale of a subsidiary (Note 30) - (71,645,698) -
Operating lease income based on straight-line
amortization of deferred lease - (1,574,019) (1,567,108)
Provisions for impairment of:
Deferred project cost (Notes 15 and 24} - 2,849,457 2,840,457
Trade and other receivables (Notes 8§ and 24) - - 20,000,000
Short-term cash investments (Notes 7 and 24) - - 3,968,330
Reversal of impairment loss on real estate inventories
(Notes 10 and 27) - - (72,066,280)
Reversal of provisions for liquidation expenses
(Notes 1 and 27) — - {856,400)
Operating income before working capital changes 2,031,376,937  1,985,764,532 1,959,444 844
Decrease (increase) in:
Trade and other receivables (97,390,460) (207,900,503) 40,574,852
Real estate inventories 11,022,254 26,815,375 40,610,481
Spare parts and supplies (37,215,615) (79,405,302) 12,138,514
Prepaid expenses and other current assets (90,436,532) 6,847,721y (114,291,455)
Increase in accounts payable and other current liabilities 484,196,996 640,559,365 43,794,292
Cash flows generated from operations "72,301,554,180  2,358,985,946 1,982,271,528
Income taxes paid (Note 29) (325,009,142) (269,250,511 (242,107,451)
Retirement contributions (Note 28) — — {457,519)
Net cash flows from operating activities 1,976,545,038 2,089,735,435  1,740,164,077

(Forward)
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Years Ended December 31

CASH FLOWS FROM INVESTING ACTIVITIES

Additions to:
Property, plant and equipment (Note 12)
Computer software (Note 15)
Investments in associates

Collections (granting) of advances from (to) related parties

Decrease {increase) in:
Short-term cash investments

2014 2013 2012
(B6,645,372,242) (R4,398,985,589) (P449,681,050)
(16,159,235) 3,701,167y (14,688,552)

- (4,983,000) _

263,323,852 (1,209,787,525)  (43,551,124)

(25,642,688) 1,049,459,622 (307,791,146)

Other noncurrent assets (117,632,268) (97,953,061) (275,115,177)
Disposal of (additions to) investments in real estate (50,472,122) (90,561,841) 23,128,693
Interest received 21,835,016 28,169,308 61,320,352
Proceeds from disposals of:

Property, plant and equipment 345,967 2,480,760 2,771,926

Subsidiary, net of cash and cash equivalents acquired

(Note 30) - 952,034,210 -

AFS financial assets — 1,790,769 -

Associate - - 24,546,021
Net cash flows used in investing activities (6,569,773,720) (3,772,037,514) (979,060,057}

CASH FLOWS FROM FINANCING ACTIVITIES

Availment of loans and debt (Notes 17 and 18) 9,690,478,476 4,871,169,729 1,010,617,028
Payments of:

Debt (Note 18) (1,469,750,572) (555,566,654) (283,920,990)

Interest (Note 18) (1,036,837,352) (71,348,834)  (46,884,571)

Loans (Note 17) {794,366,639) - (10,156,855)

Dividends (Note 21) (486,742,496) (695,588,358) (779,366,988)

Transaction costs (Note 18) (142,039,630) (88,718,073)  (84,306,743)
Cash outflow from redemption of redeemable preferred

shares (Note 1) (72,469,702) (119,115,819) (1,102,514,545)
Proceeds from issuance of preferred shares {Note 20) 4,400,000 13,750,000 -
Acquisition of noncontrolling interest (Note 1 - (527,910,397) -
Capital contribution from noncontrolling interest (Note 1) - — 354,583,400
Net cash flows provided by (used in) financing activities 5,692.,672,085 2,826,671,594  (941,950,264)
NET INCREASE (DECREASE) IN CASH

AND CASH EQUIVALENTS 1,099,443,403 1,144,369,515 (180,846,244)
EFFECT OF FOREIGN EXCHANGE RATE

CHANGES ON CASH AND CASH

EQUIVALENTS (9,422,813) 556,394 5,105,995
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR (Note 7) 1,422,362,785 277,436,876 453,177,125
CASH AND CASH EQUIVALENTS

AT END OF YEAR (Note 7) P2,512,383,375  P1,422,362,785 B277.436,876

See accompanying Notes fo Consolidated Financial Statements..
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ALSONS CONSOLIDATED RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. General Information

Corporate Information

Alsons Consolidated Resources, Inc. (ACR or Parent Company) is a stock corporation organized
on December 24, 1974 as Victoria Gold Mining Corporation to engage in the business of
exploration of oil, petroleum and other mineral products. The corporate name was changed to
Terra Grande Resources, Inc. in March 1995 and to Alsons Consolidated Resources, Inc. in

June 1995 to mark the entry of the Alcantara Group. ACR’s primary purpose was consequently
changed to that of an investment holding company and oil exploration was relegated as a
secondary purpose. The Company’s ultimate parent company is Alsons Corporation, a company
incorporated in the Philippines.

The registered office address of ACR is 2286 Don Chino Roces Ave. Extension, Makati City.

The consolidated financial statements include the accounts of ACR and the subsidiaries
(collectively referred to as “the Group™) listed in the table below:

Percentage of Ownership

2014 2013
Subsidiaries Nature of business Direct Indirect Direct  Indirect
Conal Holdings Corporation (CHC) Investment holding 100.00 — 100.00 -
Alsing Power Holdings, Inc. (APHI)  Investment holding 20.00 80.00 20.00 80.00
Western Mindanao Power
Corporation (WMPC) Power generation - 55.00 - 55.00
Southern Philippines Power
Carporation (SPFC) Power generation - 35.00 - 35.00
Alto Power Management Corporation
(APMC) Management services - 60.00 - 60.00
APMC International Limited (AIL) Management services —  100.00 - 100.00
Mapalad Power Corporation (MPC) Power generation - 100.00 - 10000
Sarangani Energy Corporation (Sarangani} FPower generation 75.00 - 75.00 -
Siguil Hydro Power Corporation (Siguil) Power generation 100.00 — 100.00 -
Kalaong Power Corporation {Kalaong) Power generation 100.00 - 1006.00 e
San Ramon Power, Inc. (SRPI) Power generation 100.00 - 100.00 -
Alsons Renewable Energy Corporation
(AREC) Investment holding 100.00 - - -
Alsons Power International Limited (APIL) Power generation 100.00 - 100.00 -
Alsons Land Corporation (ALC) Real estate 99,55 - 99.55 -
ACR Mining Corporation (ACRMC) Exploration and mining 100.00 - 10000 -
MADE (Markets Developers), Inc. Distribution 80.44 - 30.44 -
Kamanga Agro-Industrial Ecozone
Development Corporation (KAED) Agro-industrial economic zone 100.00 —  100.00 -
ACES Technical Services Corporation
(ACES) Management services 100.00 - 100.00 -

SPPC and WMPC are independent power producers (1PPs} with Energy Conversion Agreements
(ECAs) with the Philippine government through the National Power Corporation (NPC)
(see Note 34a).

Except for AIL and APIL, which are incorporated in the British Virgin Islands (BVI), all of the
subsidiaries are incorporated in the Philippines.
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Power and Energy
CHC and Subsidiaries. In July 2014, CHC and SPPC redeemed preferred shares of 178,462 and
483,875, respectively, for a total consideration of 232 million ($5.2 million). In February and
June 2013, CHC redeemed preferred shares of 319,675 for a total consideration of 121 million
($2.86 million). In May 2013, SPPC redeemed preferred shares of 483,874 for a total
consideration of R157 million ($3.63 million). The redeemed preferred shares were retired and are
Eot available for re-issue. The share of the non-controlling interest in the redemption is shown
elow:

2014
Share of Non-
Number of controlling
Shares Total Amount Interests
CHC 178,402 £70,858,798 P-
SPPC 483,875 161,042,877 72,469,702

£231,901,675 272,469,702

2013
Share of Non-
Number of controlling
Shares Total Amount Interests
CHC 319,675 P120,638,388 43,240,147
SPPC 483,874 157,501,313 70,875,672

P278,139,701 P119,115,819

The Board of Directors (BOD) of Northern Mindanao Power Corporation (NMPC), a subsidiary
under CHC, approved on April 25, 2008 the amendments to NMPC’s Articles of Incorporation to
shorten its corporate life up to November 15, 2009. After November 15, 2009, NMPC is deemed
dissolved. Consequently, NMPC’s remaining assets and liabilities have all been transferred to
CHC’s books as at December 31, 2009. CHC is responsible for the fina) liquidation of NMPC’s
net assets and the payment to the non-controlling shareholders.

CHC recognized a loss of #0.5 million in 2012 on remeasurement of payable to non-controlling
shareholders as a result of the reversal of provisions for liquidation expenses. The loss was
presented net of the gain on reversal of provisions for liquidation expenses in the 2012
consolidated statement of income amounting to 21 million (see Note 27). The net distributable
assets of NMPC at the end of the three-year liquidation period on November 15,2012 amounted to
P81 million. In 2013, CHC has fully liquidated the net distributable assets of NMPC and paid the

non-controlling shareholders.

On July 2, 2013, the Parent Company entered into a Share Purchase Agreement to acquire 40%
interest in voting shares of CHC, increasing its ownership to 100% (see Note 21).

CHC organized and incorporated MPC on July 13, 2010 as a wholly owned subsidiary to
rehabilitate and operate the 103 MW Bunker-Fired Iigan Diesel Power Plants (IDPPs) I and II
located in lligan City. On June 27, 2011, ACR acquired full control of MPC through an
agreement with CHC, wherein CHC assigned all shares to ACR. The deed of sale of IDPP with
Iligan City Government was signed on February 27, 2013. On August 1, 2013, ACR transferred

A
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MPC to CHC for a total consideration of 0.3 million (§7,781). MPC entered into Power Supply
Agreements (PSAs) with various distribution utilities and electric cooperatives (see Note 34c¢).

On September 6, 2013, MPC started operating 98 MW of the 103 MW Bunker-Fired IDPPs. MPC
e};gectz to complete the rehabilitation and operate the balance of 5 MW by end of the first quarter
of 2014.

Sarangani. CHC organized Sarangani on October 15,2010 as a wholly owned subsidiary to
construct, commission and operate power generating plant facilities of electricity in Maasim,
Sarangani Province. Sarangani’s power-generating project “SM 2007 is a coal-fired power plant
project with a 210 mega-watts (MW) capacity. SM200 is embedded within the franchised area of
South Cotabato II Electric Cooperative, Inc. (SOCOTECO II). The total project cost is

£13 billion of which 24 billion is in the form of equity and 29 billion through a syndicated term
loan from local banks. Tn 2009, the Department of Energy and the Department of Environment
and Natural Resources approved the Environmental Compliance Certificate (ECC) application for
SM200. The construction of SM 200 will be in two phases. Construction of Phase 1 (105 MW)
commenced in 2012 and is expected to be completed in 2015 (see Note 12). Phase 2 (105MW)
will follow a year after Phase 1. On June 27, 2011, ACR acquired full control of Sarangani
through an agreement with CHC, wherein CHC assigned all shares to ACR. On December 10,
2012, ACR entered into a shareholders agreement with Toyota Tsusho Corporation (TTC), a
company incorporated in Japan, wherein TTC agreed to subscribe and paid 355 million worth of
Sarangani shares, representing 25% of the total equity of Sarangani. On the same date, ACR
entered into a Development Fee Agreement with TTC, wherein TTC agreed to pay ACR a
development fee amounting to $5.75 million or 2236 million, representing compensation to ACR
as sole project proponent for the time, risk, and resources in developing Sarangani project The
development fee received by ACR was recorded as part of “Other income (charges)” in the 2012
consolidated statement of income (see Note 27).

Sarangani has obtained a 29 billion project financing facility from a syndicate of domestic banks
on December 12, 2012 to finance the construction of Phase 1 project (see Note 18). The notice to
proceed to commence the relevant sub-contract works in accordance with the Engineering
Procurement Construction (EPC) Contract was issued to Daelim Industrials, Inc. of Korea on
December 28, 2012, Commercial operation is expected to commence in September 2015. As of
December 31, 2014, the total project cost of the power plant is now estimated at #14 billion.

Siguil and Kalaong. The Parent Company organized and incorporated Siguil and Kalaong on
July 22, 2011 as wholly owned subsidiaries. Siguil and Kalaong were incorporated primarily to
develop and invest in energy projects including but not limited to the exploration, development
and utilization of renewable energy resources. Siguil’s 17MW Hydro Power Project is in Maasim
Sarangani while Kalaong’s 40MW Hydro Power Project is in Bago Negros Oriental. These
projects are expected to augment power supply in the cities of General Santos and Bacolod,
respectively, once they are completed. As at March 27, 2015, Siguil and Kalaong have not started
commercial operations.

SRPI The Parent Company organized and incorporated SRPI on July 22, 2011 as a wholly owned
subsidiary. SRPI was incorporated primarily to acquire, construct, commission, operate and
maintain power-generating plants and related facilities for the generation of electricity. SRPI has
obtained its ECC on March 20, 2012 for the planned 105MW coal fired power plant to be located
in Zamboanga Ecozone. SRPI expected construction of the power plant that was previously
forecasted to commence in the later part of 2013 has been deferred at later time. Daelim
Industrial, Inc. of Korea is also its EPC contractor. The total project cost is estimated at

213 billion. As at March 27, 2015, SRP is still in the process of negotiation with various banks to
finance the project.
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{4REC._ On Septeml?er 18, 2014, the Parent Company organized AREC primarily to develop and
invest in energy projects with total capital infusion amounting to 231 million.

Property Development
ALC. On November 25, 1994, the Parent Company incorporated ALC to acquire, develop, sell and

hold for investment or otherwise, real estate of all kinds, sublease office spaces and manufacture
door and house frames.

KAED. On September 3, 2010, the Parent Company incorporated KAED to establish, develop,
operate and maintain an agro-industrial economic zone and provide the required infrastructure
facilities and utilities such as power and water supply and distribution system, sewerage and
drainage system, waste management system, pollution control device, communication facilities
and other facilities as may be required for an agro-industrial economic zone. As at

March 27, 2015, KAED has not started commercial operations.

Other Investments

ACRMC. In 2007, the Parent Company infused capital in ACRMC amounting to £195 million to
support the latter’s acquisition of the 75% interest of Alsons Development and Investment
Corporation (Aldevinco), stockholder of Parent Company, in the Joint Venture with Southern
Exploration Corporation (SECO) to explore and develop the Manat Mining Claims sitnated in the
provinces of Davao del Norte and Compostela Valley (see Note 15). On October 25, 2012, the
Declaration of Mining Project Feasibility was submitted to the Mines and Geosciences Bureau.
As at March 27, 2015, ACRMC has not yet started commercial operations.

MADE. MADE, which is in the distribution business, has incurred significant losses in prior years
resulting in capital deficiency. Because of the recurring losses, MADE decided to cease
operations effective April 30, 2006 and significantly reduced its employees. These factors
indicate the existence of a material uncertainty which may cast significant doubt about MADE’s
ability to continue operating as a going concern. As at March 27, 2015, MADE has no plans to
liquidate but new business initiatives are being pursued which will justify resumption of its trading
operations.

ACES. The Parent Company organized and incorporated ACES on July 7, 2011 with primary
purpose as the operations and maintenance contractor of the coal power plant (see Note 34). As at
March 27, 2015, ACES has not started commercial operations.

Approval and Authorization of the Issuance of the Consolidated Financial Statements
The consolidated financial statements upon recommendation for approval by the Audit Committee
on March 12, 2015, were authorized for issue by the BOD on March 27, 2015.

Basis of Preparation and Statement of Compliance

Basis of Preparation

The consolidated financial statements of the Group have been prepared on a historical cost basis,
except for available-for-sale (AFS) financial assets and derivative financial instruments that have
been measured at fair value. The consolidated financial statements are presented in Philippine
peso, the functional and presentation currency of the Group, except for CHC and subsidiaries
whose functional currency is the U.S. dollar.
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The‘ consolidated financial statements provide comparative information in respect of the previous
period. In addition, the Group presents an additional consolidated balance sheet at the beginning
of the earliest period presented when there is a retrospective application of an accounting policy, a
retrospective restatement, or a reclassification of items in the consolidated financial statements. ,

Statement of Compliance

The consolidated financial statements of the Group have been prepared in compliance with
Philippine Financial Reporting Standards (PFRS) as issued by the Financial Reporting Standards
Council (FRSC). PFRS includes statements named PFRS, Philippine Accounting Standards
(PAS), and Philippine Interpretations of International Financial Reporting Interpretations
Committee (IFRIC) issued by FRSC.

Basis of Consolidation
The consolidated financial statements comprise the financial statements of the Parent Company
and its subsidiaries as at December 31 of each year (see Note 1).

Control is achieved when the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the
investee. Specifically, the Group controls an investee if and only if the Group has:

¢ power over the investee (i.e. existing rights that give it the current ability to direct the relevant
activities of the investee)

s exposure, or rights, to variable returns from its involvement with the investee, and

e the ability to use its power over the investee to affect its returns

When the Group has less than a majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing whether it has power over an investee,

including:

e the contractual arrangement with the other vote holders of the investee
e rights arising from other contractual arrangements
e the Group’s voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control. Consolidation of a
subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group
loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or
disposed of during the year are included in the statement of comprehensive income from the date
the Group gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OC]) are attributable to equity
holders of the parent of the Group and to non-controlling interests, even if this results in the non-

controlling interests having a deficit balance. When necessary, adjustments are made to financial
statements of subsidiaries to bring their accounting policies into line with the Group’s accounting
policies. All intra-group assets and liabilities, equity, income, eXpenses and cash flows relating to
transactions between members of the Group are eliminated in full on consolidation.

The financial statements of subsidiaries are prepared for the same reporting year using upiform
accounting policies as those of the Parent Company.
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A change in ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction. If the Parent Company ioses control over a subsidiary, it:

e Derecognizes the assets (including goodwill) and Habilities

of the subsidiary

o Derecognizes the carrying amount of any non-controlling interest
o Derecognizes the cumulative translation differences recorded in equity

o Recognizes the fair value of the consideration received
e - Recognizes the fair value of any investment retained
e Recognizes any surplus or deficit in profit or loss

o Reclassifies the Parent Company’s share of components previously recognized in OCl to
profit or loss or retained earnings, as appropriate as would be required if the Group had

directly disposed of the related assets or liabilities.

Non-controlling interests represent the portion of profits or losses and net assets of subsidiaries not
held by the equity holders of the Parent Company and are presented separately in the consolidated

statement of income and comprehensive income and within equ
sheet, separately from equity attributable to the equity holders o

Material Partly-Owned Subsidiaries

ity in the consolidated balance
f the Parent Company.

The tables below show details of materially partly-owned subsidiaries of ACR through CHC or

directly owned entity:

Place of Incorporation

Proportion Ownership Interest
and Voting Rights Held by
Non-controlling Interesis

Name of Subsidiary and Operation Principal Activity 2014 2013 2012
SPPC Philippines Power generation 45% 45% 45%
WMPC Philippines Power gencration 45% 45% 45%
Saranggani Philippines Power generation 25% —* -~

*Not yet considered as material partly-owned subsidiary in 2013 and 2012 since there were no significant construction

developments yet

The summarized financial information in respect of the subsidiaries that have material non-
controlling interests is set out below. The summarized financial information below represents

amounts before intra-group eliminations.

Summarized balance sheets as at December 31, 2014 and 2013

are as follows:

December 31

2014 2013

SPPC _ WMPC

Saranggani SPPC WMPC

(In Thousands)

Current assets p422,425  B993,052 P1,457,842 PB521,863 503,394
Noncurrent assets 369,432 482,484 11,158,550 586,547 833,205
Current liabilities 160,232 351,902 572,040 186,459 363,018
Noncurrent liabilities 112,247 59,209 8,392,884 213,540 300,421
Equity P519,378 P1,064,425 P3,651,468 R708,011 P 1,073,160
Equity attributable to:

Equity holders of the parent P284,598 B573,981 P2,738,601  P388,412 P579,000

Non-controlling interests 234,780 490,444 912,867 319,600 494,294

£519,378 B1,064,425

p3,651,468 P708,011 21,073,160
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Summarized statements of income for each of the three years in the period ended December 31
2014 are as follows: ’

2014 2013 2012
SPPC WMPC Saranggani SPPC WMPC SPPC WMRC
(In Thousands)
Revenue P745,196 B1,445,099 B13,877 P714,345 B1,381,296 P716,767 P1,386,144
Expenses (400,708) (634,861)  (19,481) (427,309) (635,044) (401,930) (607.246)
Provision for income tax (80,552)  (185,770) - (75,779) (182,405) (67,960) (164,683)
Net income (loss) 263,936 624,468 (5,604) 211,257 563,847 246,877 614,215
Other comprehensive - ’
income (loss) 300 1,490 {721} (509) (3,295 (4,688)
Total comprehensive
income (loss) $264,236  B625,958 (®5,604) P210,536  P563,338 P243,582 P609,527
Total comprehensive
income (loss)
attributable to:
Equity holders of the
parent P145,330 B344.277 (P4,203) B115,790 B309,821 BI133,977 B335,238
Non-controlling
interests 118,906 281,681 (1,401 04,746 253,517 109,606 274,289

2264,236  P625,958 (P5,604) P210,536 £563,338 P243,583 P609,527

Summarized statements of cash flows for each of the three years in the period ended
December 31, 2014:

2014 2013 2012
SPPC WMPC Saranggani SPPC WMPC SPPC WMPC
{In Thousands)

Operating B554,147 B1,025,743 (B47,124) 499,799 B1,115,025 P488.606 BS70,227
Investing (8,918) (350,963) (7,016,723) 69,079 116,137 (35,986) 147,395
Financing (522,776)  (824,547) 7,904,667 (528,079)  (965,325) (497,766) (1,283,052)
Net increase (decrease) in

cash and cash

equivalents P22.453 (P149,789) P840,820 240,799 P265,837 (P45,146) (P165,430)
Dividends paid to non-

controlling interests £120,744 261,612 2 P119,867 P319,644 P110,916 P369,720

Changes in Accounting Policies and Disclosures

New Standards and Interpretations Issued and Effective as at January 1, 2014
The Group applied for the first time certain standards and amendments, which are effective for

annual periods beginning on or after January 1, 2014,

The nature and impact of each new standard and amendment is described below:

e Investment Entities (Amendments to PERS 10, Consolidated Financial Statements, PFRS 12,
Disclosure of Interests in Other Entities, and PAS 27, Separate F inancial Statements)
These amendments provide an exception to the consolidation requirement for entities that
meet the definition of an investment entity under PFRS 10. The exception to consolidation
requires investment entities to account for subsidiaries at fair value through profit or loss. The
amendments must be applied retrospectively, subject to certain transition relief. These
amendments have no impact to the Group, since none of the entities within the Group qualifies
to be an investment entity under PFRS 10.

AR



-8-

PAS 32, Financial Instruments: Presentation - Offsetting Financial Assets and Financial
Liabilities {(Amendments)

These amendments clarify the meaning of ‘currently has a legally enforceable right to set-off”
and the criteria for non-simultaneous settlement mechanisms of clearing houses to qualify for
offsetting and are applied retrospectively. These amendments have no impact on the Group.

PAS 39, Financial Instrumenis: Recognition and Measurement - Novation of Derivatives and
Continuation of Hedge Accounting (Amendments)

These amendments provide relief from discontinuing hedge accounting when novation of a
derivative designated as a hedging instrument meets certain criteria and retrospective
application is required. These amendments have no impact on the Group as the Group has not
entered into hedging arrangements during the current or prior periods.

PAS 36, Impairment of Assets - Recoverable Amount Disclosures for Non-Financial Assets
(Amendments)

These amendments remove the unintended consequences of PFRS 13, Fair Value
Measurement, on the disclosures required under PAS 36. In addition, these amendments
require disclosure of the recoverable amounts for assets or cash-generating units (CGUs) for
which impairment loss has been recognized or reversed during the period. The application of
these amendments has no material impact on the disclosure in the Group’s consolidated
financial statements,

Philippine Interpretation IFRIC 21, Levies (IFRIC 21)

IFRIC 21 clarifies that an entity recognizes a liability for a levy when the activity that triggers
payment, as identified by the relevant legislation, occurs. For a levy that is triggered upon
reaching a minimum threshold, the interpretation clarifies that no liability should be
anticipated before the specified minimum threshold is reached. Retrospective application is
required for IFRIC 21. This interpretation has no impact on the Group as it has applied the
recognition principles under PAS 37, Provisions, Contingent Liabilities and Contingent

Assets, consistent with the requirements of IFRIC 21 in prior years.

Annual Improvements to PFRSs (201 0-2012 cycle)

In the 2010 - 2012 annual improvements cycle, seven amendments to six standards were
issued, which included an amendment to PFRS 13, Fair Value Measurement. The amendment
to PFRS 13 is effective immediately and it clarifies that short-term receivables and payables
with no stated interest rates can be measured at invoice amounts when the effect of
discounting is immaterial. This amendment has no impact on the Group.

Annual Improvements to PFRSs (201 1-2013 cycle)

In the 2011 — 2013 annual improvements cycle, four amendments to four standards were
issued, which included an amendment to PFRS 1, First-time Adoption of Philippine Financial
Reporting Standards—First-time Adoption of PFRS. The amendment to PFRS 1 is effective
immediately. It clarifies that an entity may choose to apply either a current standard or a new
standard that is not yet mandatory, but permits early application, provided either standard is
applied consistently throughout the periods presented in the entity’s first PFRS financial
statements. This amendment has no impact on the Group as it is not a first time PFRS

adopter.
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Standards Issued but not yet Effective

Standards issued and effective after December 31, 2014 are listed below. This listing of standards
and interpretations issued are those that the Group reasonably expects to be applicable at a future
date. The Group intends to adopt these standards when these become effective. Except as
otherwise indicated, the Group does not expect the adoption of these new and amended standards
and interpretations to have a significant impact on its consolidated financial statements.

o PFRS 9, Financial Instruments - Classification and Measurement (2010 version). PFRS 9

(2010 version) reflects the first phase on the replacement of PAS 39 and applies to the
classification and measurement of financial assets and liabilities as defined in PAS 39,
Financial Instruments: Recognition and Measurement. PFRS 9 requires all financial assets to
be measured at fair value at initial recognition. A debt financial asset may, if the fair value
option (FVO) is not invoked, be subsequently measured at amortized cost if it is held within a
business model that has the objective to hold the assets to collect the contractual cash flows and
its contractual terms give rise, on specified dates, to cash flows that are solely payments of
principal and interest on the principal outstanding. All other debt instruments are subsequently
measured at fair value through profit or loss. All equity financial assets are measured at fair
value either through OCI or profit or loss. Equity financial assets held for trading must be
measured at fair value through profit or loss. For FVO liabilities, the amount of change in the
fair value of a liability that is attributable to changes in credit risk must be presented in OCl.
The remainder of the change in fair value is presented in profit or loss, unless presentation of
the fair value change in respect of the liability’s credit risk in OCI would create or enlarge an
accounting mismatch in profit or loss. All other PAS 39 classification and measurement
requirements for financial liabilities have been carried forward into PFRS 9, including the
embedded derivative separation rules and the criteria for using the FVO. The adoption of the
first phase of PFRS 9 will have an effect on the classification and measurement of the Group’s
financial assets, but will potentially have no impact on the classification and measurement of
financial liabilities.

PFRS 9 (2010 version) is effective for annual periods beginning on or after Januvary 1, 2015.
This mandatory adoption date was moved to January 1, 2018 when the final version of
PFRS 9 was adopted by the Financial Reporting Standards Council (FRSC). Such adoption,
however, is still for approval by the Philippine Board of Accountancy (BOA).

Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate, covers
accounting for revenue and associated expenses by entities that undertake the construction of
real estate directly or through subcontractors. The SEC and the FRSC have deferred the
effectivity of this interpretation until the final Revenue standard is issued by the IASB and an
evaluation of the requirements of the final Revenue standard against the practices of the
Philippine real estate industry is completed. Adoption of the interpretation when it becomes
effective will not have significant impact on the consolidated financial statements of the Group.

The following new standards and amendments issued by the International Accounting Standards

Board (IASB) were already adopted by the FRSC but are still for approval of the BOA:

Effective in 2015

PAS 19, Employee Benefits - Defined Benefit Plans: Employee Contributions (Amendments)
PAS 19 requires an entity to consider contributions from employees or third parties when
accounting for defined benefit plans. Where the contributions are linked to service, they should
be attributed to periods of service as a negative benefit. These amendments clarify that, if the
amount of the contributions is independent of the number of years of service, an entity is
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permitted to recognize such contributions as a reduction in the service cost in the period in
which the service is rendered, instead of allocating the contributions to the periods of service.
This amendment is effective for annual periods beginning on or after January 1, 2015. It is not
expected that this amendment would be relevant to the Group since contribution to the
individual plans only comes from the each entity in the Group.

Annual Improvements to PFRSs (2010-2012 cycle)

The Annual Improvements to PFRSs (2010-2012 cycle) are effective for annual periods beginning
on or after January 1, 2015 and are not expected to have a material impact on the Group’s
consolidated financial statements.

PFRS 2, Share-based Payment - Definition of Vesting Condition. This improvement is applied
prospectively and clarifies various issues relating to the definitions of performance and service
conditions which are vesting conditions, including: a performance condition must contain a
service condition; a performance target must be met while the counterparty is rendering
service; a performance target may relate to the operations or activities of an entity, or to those
of another entity in the same group; a performance condition may be a market or non-market
condition. If the counterparty, regardless of the reason, ceases (o provide service during the
vesting period, the service condition is not satisfied.

PERS 3, Business Combinations - Accounting for Contingent Consideration in a Business
Combination. The amendment is applied prospectively for business combinations for which
the acquisition date is on or after July 1, 2014. It clarifies that a contingent consideration that is
not classified as equity is subsequently measured at fair value through profit or loss whether or
not it falls within the scope of PAS 39, Financial Instruments: Recognition and Measurement
(or PFRS 9, Financial Instruments, if early adopted). The Group shall consider this
amendment for future business combinations.

PFRS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of the
Total of the Reportable Segments’ Assets to the Entity’s Assets. The amendments are applied
retrospectively and clarify that: an entity must disclose the judgments made by management in
applying the aggregation criteria in the standard, including a brief description of operating
segments that have been ageregated and the economic characteristics (e.g., sales and gross
margins) used to assess whether the segments are ‘similar’. The reconciliation of segment
assets to total assets is only required to be disclosed if the reconciliation is reported to the chief
operating decision maker, similar to the required disclosure for segment liabilities.

PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Revaluation Method
- Proportionate Restatement of Accumulated Depreciation and Amortization. The amendment
is applied retrospectively and clarifies in PAS 16 and PAS 38 that the asset may be revalued by
reference to the observable data on either the gross or the net carrying amount. In addition, the
accumulated depreciation or amortization is the difference between the gross and carrying
amounts of the asset.

PAS 24, Related Party Disclosures - Key Management Personnel. The amendment is applied
retrospectively and clarifies that a management entity, which is an entity that provides key
management personnel services, is a related party subject to the related party disclosures. In
addition, an entity that uses a management entity is required to disclose the expenses incurred
for management services.
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Annual Improvements to PFRSs (2011-2013 cycle)

The Annual Improvements to PFRSs (2011-2013 cycle) are effective for annual periods beginning
on or after January 1, 2015 and are not expected to have a material impact on the Group’s
consolidated financial statements. They include:

PFRS 3, Business Combinations - Scope Exceptions for Joint Arrangements. The amendment
is applied prospectively and clarifies the following regarding the scope exceptions within
PFRS 3: Joint arrangements, not just joint ventures, are outside the scope of PFRS 3. This
scope exception applies only to the accounting in the financial statements of the joint
arrangement itself.

PFRS 13, Fair Value Measurement - Porifolio Exception. The amendment is applied
prospectively and clarifies that the portfolio exception in PFRS 13 can be applied not only to
financial assets and financial liabilities, but also to other contracts within the scope of PAS 39
(or PFRS 9, as applicable).

PAS 40, Investment Property. The amendment is applied prospectively and clarifies that
PERS 3, and not the description of ancillary services in PAS 40, is used to determine if the
transaction is the purchase of an asset or business combination. The description of ancillary
services in PAS 40 only differentiates between investment property and owner-occupied

property (i.e., property, plant and equipment).

Effective in 2016

L

PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Clarification of
Acceptable Methods of Depreciation and Amortization {Amendments). The amendments
clarify the principle in PAS 16 and PAS 38 that revenue reflects a pattern of economic
benefits that are generated from operating a business (of which the asset is part) rather than the
economic benefits that are consumed through use of the asset. Asa result, a revenue-based
method cannot be used to depreciate property, plant and equipment and may only be used in
very limited circumstances to amortize intangible assets. The amendments are effective
prospectively for annual periods beginning on or after January 1, 2016, with early adoption
permitted. These amendments are not expected to have any impact to the Group given that the
Group has not used a revenue-based method to depreciate its non-current assets.

PAS 16, Property, Plant and Equipment, and PAS 41, Agriculture - Bearer Plants
(Amendments). The amendments change the accounting requirements for biological assets
that meet the definition of bearer plants. Under the amendments, biological assets that meet
the definition of bearer plants will no longer be within the scope of PAS 41. Instead, PAS 16
will apply. After initial recognition, bearer plants will be measured under PAS 16 at
accumulated cost (before maturity) and using either the cost model or revaluation model (after
maturity). The amendments also require that produce that grows on bearer plants will remain
in the scope of PAS 41 measured at fair value less costs to sell. For government grants related
to bearer plants, PAS 20, Accounting for Government Grants and Disclosure of Government
Assistance, will apply. The amendments are retrospectively effective for annual periods
beginning on or after January 1, 2016, with early adoption permitted. These amendments are
not expected to have any impact to the Group as the Group does not have any bearer plants.

PAS 27, Separate Financial Statements - Equity Method in Separate Financial Statements

(Amendments). The amendments will allow entities to use the equity method to account for
investments in subsidiaries, joint ventures and associates in their separate financial statements.
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Entities already applying PFRS and electing to change to the equity method in its separate
financial statements will have to apply that change retrospectively. For first-time adopters of
PFRS electing to use the equity method in its separate financial statements, they will be
required to apply this method from the date of transition to PFRS. The amendments are
effective for annual periods beginning on or after January 1, 2016, with early adoption
permitted. These amendments are not expected to have any impact on the Group’s
consolidated financial statements.

PFRS 10, Consolidated Financial Statements and PAS 28, Investments in Associates and Joint
Ventures - Sale or Contribution of Assets between an [nvestor and its Associate or Joint
Venture. These amendments address an acknowledged inconsistency between the
requirements in PFRS 10 and those in PAS 28 (2011) in dealing with the sale or contribution
of assets between an investor and its associate or joint venture. The amendments require that
a full gain or loss is recognized when a transaction involves a business (whether it is housed in
a subsidiary or not). A partial gain or loss is recognized when a transaction involves assets
that do not constitute a business, even if these assets are housed in a subsidiary. These
amendments are effective from annual periods beginning on or after January 1, 2016. These
amendments are not expected to have any impact on the Group’s consolidated financial
statements.

PFRS 11, Joint Arrangements - Accouniing for Acquisitions of Interests in Joint Operations
(Amendments). The amendments fo PFRS 11 require that a joint operator accounting for the
acquisition of an interest in a joint operation, in which the activity of the joint operation
constitutes a business must apply the relevant PFRS 3 principles for business combinations
accounting. The amendments also clarify that a previously held interest in a joint operation is
not remeasured on the acquisition of an additional interest in the same joint operation while
joint control is retained. In addition, a scope exclusion has been added to PFRS 11 to specify
that the amendments do not apply when the parties sharing joint control, including the
reporting entity, are under common control of the same ultimate controlling party.

The amendments apply to both the acquisition of the initial interest in a joint operation and the
acquisition of any additional interests in the same joint operation and are prospectively
effective for annual periods beginning on or after January 1, 2016, with early adoption
permitted. These amendments are not expected to have any impact to the Group.

PERS 14, Regulatory Deferral Accounts. PFRS 14 is an optional standard that allows an
entity, whose activities arc subject to rate-regulation, to continue applying most of its existing
accounting policies for regulatory deferral account balances upon its first-time adoption of
PFRS. Entities that adopt PFRS 14 must present the regulatory deferral accounts as separate
line items on the statement of financial position and present movements in these account
balances as separate line items in the statement of profit or loss and other comprehensive
income. The standard requires disclosures on the nature of, and risks associated with, the
entity’s rate-regulation and the effects of that rate-regulation on its financial statements. PFRS
14 is effective for annual periods beginning on or after January 1, 2016. Since the Group is an
existing PFRS preparer, this standard would not apply.
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Annual Improvements to PFRSs (2012-2014 cycle)

The Annual Improvements to PFRSs (2012-2014 cycle) are effective for annual periods beginning
on or after January 1, 2016 and are not expected to have a material impact on the Group. They
include:

PFRS 5, Non-current Assets Held for Sale and Discontinued Operations - Changes in
Methods of Disposal. The amendment is applied prospectively and clarifies that changing
from a disposal through sale to a disposal through distribution to owners and vice-versa should
not be considered to be a new plan of disposal, rather it is a continuation of the original plan.
There is, therefore, no interruption of the application of the requirements in PFRS 5. The
amendment also clarifies that changing the disposal method does not change the date of
classification.

PFRS 7, Financial Insiruments. Disclosures - Servicing Contracts. PFRS 7 requires an entity
to provide disclosures for any continuing involvement in a transferred asset that is
derecognized in its entirety. The amendment clarifies that a servicing contract that includes a
fee can constitute continuing involvement in a financial asset. An entity must assess the nature
of the fee and arrangement against the guidance in PFRS 7 in order to assess whether the
disclosures are required. The amendment is to be applied such that the assessment of which
servicing contracts constitute continuing involvement will need to be done retrospectively.
However, comparative disclosures are not required to be provided for any period beginning
before the annual period in which the entity first applies the amendments.

PERS 7 - Applicability of the Amendments 10 PFRS 7 to Condensed Interim Financial
Statements. This amendment is applied retrospectively and clarifies that the disclosures on
offsetting of financial assets and financial liabilities are not required in the condensed interim
financial report unless they provide a significant update to the information reported in the
most recent annual report.

PAS 19, Employee Benefits - Regional Market Issue Regarding Discount Rate. This
amendment is applied prospectively and clarifies that market depth of high quality corporate
bonds is assessed based on the currency in which the obligation is denominated, rather than
the country where the obligation is jocated. When there is no deep market for high quality
corporate bonds in that currency, government bond rates must be used.

PAS 34, Interim Financial Reporting - Disclosure of Information “Elsewhere in the Interim
Financial Report”. The amendment is applied retrospectively and clarifies that the required
interim disclosures must either be in the interim financial statements or incorporated by cross-
reference between the interim financial statements and wherever they are included within the
greater interim financial report (e.g., in the management commentary or risk report).

Effective in 2018

PFRS 9, Financial Instrumenis - Hedge Accounting and amendments to PFRS 9, PFRS 7 and
PAS 39 (2013 version). PFRS 9 (2013 version) already includes the third phase of the project
to replace PAS 39 which pertains to hedge accounting. This version of PFRS 9 replaces the
rules-based hedge accounting model of PAS 39 with a more principles-based approach.
Changes include replacing the rules-based hedge effectiveness test with an objectives-based
test that focuses on the economic relationship between the hedged item and the hedging
instrument, and the effect of credit risk on that economic relationship; allowing risk
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components to be designated as the hedged item, not only for financial items but also for non-
financial items, provided that the risk component is separately identifiable and reliably
measurable: and alfowing the time value of an option, the forward element of a forward
contract and any foreign currency basis spread to be excluded from the designation of a
derivative instrument as the hedging instrument and accounted for as costs of hedging. PFRS
9 also requires more extensive disclosures for hedge accounting.

PFRS 9 (2013 version) has no mandatory effective date. The mandatory effective date of
January 1, 2018 was eventually set when the final version of PFRS 9 was adopted by the
FRSC. The adoption of the final version of PFRS 9, however, is still for approval by BOA.

The adoption of PFRS 9 is not expected to have any significant impact on the Group’s
consolidated financial statements.

e PFRS 9, Financial Instruments (2014 or final version). In July 2014, the final version of
PFRS 9, Financial Instruments, was issued. PFRS 9 reflects all phases of the financial
instruments project and replaces PAS 39, Financial Instruments: Recognition and
Measurement, and all previous versions of PFRS 9. The standard introduces new requirements
for classification and measurement, impairment, and hedge accounting. PFRS 9 is effective
for annual periods beginning on or after January 1, 2018, with early application permitted.
Retrospective application is required, but comparative information is not compulsory. Early
application of previous versions of PFRS 9 is permitted if the date of initial application is
before February 1, 2015.

The adoption of PFRS 9 is not expected to have a significant impact on the Group’s
consolidated financial statements.

The following new standard issued by the LASB has not yet been adopted by the FRSC:

e IEFRS 15, Revenue from Contracls with Customers. IFRS 15 was issued in May 2014 and
establishes a new five-step model that will apply to revenue arising from contracts with
customers. Under [FRS 15 revenue is recognized at an amount that reflects the consideration
to which an entity expects to be entitled in exchange for transferring goods or services to a
customer. The principles in JFRS 15 provide a more structured approach to measuring and
recognizing revenue.

The new revenue standard is applicable to all entities and will supersede all current revenue
recognition requirements under IFRS. Either a full or modified retrospective application is
required for annual periods beginning on or after January 1, 2017 with early adoption
permitted. The Group is currently assessing the impact of IFRS 15 and plans to adopt the new
standard on the required effective date once adopted locally.

The Group continues {0 assess the impact of the above new and amended accounting standards
and interpretations effective subsequent to 2014 on the Group’s consolidated financial statements
in the period of initial application. Additional disclosures required by these amendments will be
included in the consolidated financial statements when these amendments are adopted.
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Summary of Significant Accounting Policies

Current versus Noncurrent Classification

The Group presents assets and liabilities in consolidated balance sheet based on current or
noncurrent classification. An asset is current when it is:

o Expected to be realized or intended to be sold or consumed in the normal operating cycle
e Held primarily for the purpose of trading
s Expected to be realized within twelve months after the reporting peried, or

e Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for
at least twelve months after the reporting period.

All other assets are classified as noncurrent.
A liability is current when it is:

o Expected to be settled in the normal operating cycle

s Held primarily for the purpose of trading

o Expected to be settled within twelve months after the reporting period, or

e There is no unconditional right to defer settlement of the liability for at least twelve months
after the reporting period.

The Group classifies all other liabilities as noncurrent.

Deferred income tax assets and liabilities are classified as noncurrent assets and liabilities,
respectively.

Fair Value Measurement
The Group measures financial instruments, such as derivatives, at fair value at each balance sheet
date. Also, fair values of financial and non-financial instruments are disclosed in Note 33.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sel! the asset or transfer the
liability takes place either:

« in the principal market for the asset or liability, or
« in the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to the Group.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their
economic best interest.

A fair value measurement of a nonfinancial asset takes into account a market participant’s ability

to generate economic benefits by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest and best use.
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The Qroup uses valuation techniques that are appropriate in the circumstances and for which
§ufﬁ01ent data are available to measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of unobservable inputs.

Assets and liabilities for which fair value is measured or disclosed in the consolidated financial
statements are categorized within the fair value hierarchy, described as follows, based on the
lowest level input that is significant to the fair value measurement as a whole:

e Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

e Level 2 - Valuation techniques for which the lowest level of input that is significant to the fair
value measurement is directly or indirectly observable; and

e Level 3 - Valuation techniques for which the lowest level of input that is significant to the fair
value measurement is unobservable.

For assets and liabilities that are recognized in the consolidated financial statements on a recurring
basis, the Group determines whether transfers have occurred between levels in the hierarchy by re-
assessing categorization (based on the lowest level of input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

The Group determines the policies and procedures for both recurring and non-recurring fair value
measurements. For the purpose of fair value disclosures, the Group has determined classes of
assets and liabilities on the basis of the nature, characteristics and risks of the asset or liability and
the level of the fair value hierarchy.

Cash and Cash Equivalents

Cash include cash on hand and in banks. Cash equivalent are short-term, highly liquid
investments that are readily convertible to known amounts of cash with original maturities of three
months or less from dates of acquisitions and are subject to an insignificant risk of change in
value.

Short-term Cash Investments

Short-term cash investments are short-term, highly liquid investments that are convertible to
known amounts of cash with original maturities of more than three months but less than one year
from the date of acquisition and that are subject to an insignificant risk of change in value.

Financial Instruments
A financial instrument is any contract that gives rise to a financial asset of one entity and a

financial liability or equity instrument of another entity.

Date of recognition

The Group recognizes a financial asset i the consolidated balance sheet when it becomes a party
to the contractual provisions of the instrument. In the case of a regular way purchase or sale of
financial assets, recognition and derecognition, as applicable, is done using settlement date
accounting. Regular way purchases or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by regulation or convention in the market
place. Derivatives are recognized on a trade date basis.

Initial recognition of financial instrument
Financial instruments are recognized initially at fair value. Except for financial assets and
financial liabilities at fair value through profit or loss (FVPL), the initial measurement of financial

instruments includes transaction costs.

ARV



-17 -

Financial instruments are classified as liabilities or equity in accordance with the substance of the
contractual arrangement. Interest, dividends, gains and losses relating to a financial instrument or
a component that is a financial liability are reported as expense or income. Distributions to
holders of financial instruments classified as equity are charged directly to equity, net of any
related income tax benefits.

“Day 1" difference

Where the transaction price in a non-active market is different from the fair value of other
observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Group recognizes the difference
between the transaction price and fair value (a “Day 1 difference) in the consolidated statement
of income unless it qualifies for recognition as some other type of asset. In cases where use is
made of data which is not observable, the difference between the transaction price and model
value is only recognized in the consolidated statement of income when the inputs become
observable or when the instrument is derecognized. For each transaction, the Group determines
the appropriate method of recognizing the “Day 17 difference amount.

Categories of Financial Instruments

The Group classifies its financial assets in the following categories: financial assets at FVPL,
loans and receivables, AFS financial assets and held-to-maturity (HTM) investments. Financial
liabilities are further classified as financial liabilities at FVPL or other financial liabilities. The
classification depends on the purpose for which the investments are acquired and whether they are
qguoted in an active market. Management determines the classification of its financial assets and
liabilities at initial recognition and, where allowed and appropriate, re-evaluates such designation
at every reposting date.

The Group has no HTM investments as at December 31, 2014 and 2013.

Financial assets and liabilities at FVPL
Financial assets and liabilities at FVPL include financial assets and liabilities held for trading and
financial assets designated upon initial recognition as at FVPL and derivative instruments.

Financial assets and liabilities are classified as held for trading if they are acquired for the purpose
of selling and repurchasing in the near term. Derivatives, including separated embedded
derivatives, are also classified as held for frading, unless they are designated as effective hedging
instruments or a financial guarantee contract.

Financial assets and liabilities may be designated by management at initial recognition as at FVPL
when any of the following criteria is met:

e The designation eliminates or significantly reduces the inconsistent treatment that would
otherwise arise from measuring the assets or liabilities or recognizing gains or losses on them
on a different basis; or

e The assets and liabilities are part of a group of financial assets, financial liabilities, or both,
which are managed and their performance are evaluated on a fair value basis, in accordance
with a documented risk management or investment strategy; Or

e The financial instrument contains an embedded derivative, unless the embedded derivative
does not significantly modify the cash flows or it is clear, with little or no analysis, that it

would not be separately recorded.

Included in this category is the Group’s derivative liability.
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Loans and receivables

Loans and receivables are nonderivative financial assets with fixed or determinable payments and
fixed maturities that are not quoted in an active market. These are not entered into with the
intention of immediate or short-term resale and are not designated as AFS financial assets or
financial assets at FVPL.

After initial measurement, loans and receivables are subsequently measured at amortized cost
using the effective interest method, less allowance for impairment. Amortized cost is calculated
by taking into account any discount or premium on acquisition and fees that are integral parts of
the effective interest rate. Gains and losses are recognized in the consolidated statement of
income when the loans and receivables are derecognized or impaired, as well as through the
amortization process. Included in this category are the Group’s cash and cash equivalents, short-
term cash investments, trade and other receivables, and refundable deposits (included as part of
“Other noncurrent assets” account).

AFS financial assets

AFS financial assets are nonderivative financial assets that are designated as such or are not
classified as financial assets at FVPL, HTM investments or loans and receivables. These are
purchased and held indefinitely, and may be sold in response to liquidity requirements or changes
in market conditions.

After initial measurement, AFS financial assets are subsequently measured at fair value with
unrealized gains or losses recognized as other comprehensive income in the consolidated
statement of comprehensive income until the investment is derecognized or determined to be
impaired, at which time the cumulative gain or loss is recognized in the consolidated statement of
mcome.

When the AFS financial asset is disposed of, the cumulative unrealized gain or loss previously
recognized in equity is recognized as “Realized gain (loss) on AFS financial assets” in the
consolidated statement of income. Where the Group holds more than one investment in the same
security, these are deemed to be disposed of on a first-in first-out basis. Dividends earned on
holding AFS financial assets are recognized in the consolidated statement of income as “Dividend
‘ncome” when the right to the payment has been established. The losses arising from impairment
of such investments are recognized as “Impairment loss on AFS financial assets” in the
consolidated statement of income.

Included in this category are the Group’s investments in quoted equity securities.

Other financial liabilities

This category pertains to financial liabilities that are not held for trading or designated as FVPL
upon inception of the liability and contain contractual obligations to deliver cash or another
financial asset to the holder or to settle the obligation other than by the exchange of a fixed
amount of cash or another financial asset for a fixed number of own equity shares. The
components of issued financial instruments that contain both liability and equity elements are
accounted for separately, with the equity component being assigned the residual amount after
deducting from the instrument as a whole the amount separately determined as the fair value of the
liability component on the date of issue.
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These include liabilities arising from operations (e.g., accounts payable and accrued liabilities,
excluding withholding taxes and other taxes payable to government agencies) and loans and
borrowings. All loans and borrowings are initially recognized at fair value less debt issue costs
associated with the borrowings.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the effective interest rate method. Amortized cost is calculated by taking
into account any discount or premium on the issue and debt issne costs that are an integral part of
the effective interest rate method. Gains and losses are recognized in consolidated statement of
income when the liabilities are derecognized as well as through the amortization process.

Debt issue costs are shown as a contra account agaist long-term debt and are amortized over the
terms of the related borrowings using the effective interest rate method.

The portion of the debt issue costs attributable to the undrawn portion is deferred and is being
amortized over the commitment period on a straight-line basis. However, if it is probable at
inception that the facility will be utilized, the debt issue cost will be amortized over the term of the
related borrowings using the effective interest rate method. Debt issue costs pertaining to current
portion of the long-term debt are classified as current liabilities; otherwise, these are classified as
noncurrent liabilities.

These include liabilities arising from operations or borrowings. The financial liabilities are
recognized initially at fair value and are subsequently carried at amortized cost, taking into
account the impact of applying the effective interest method of amortization for any related
premium, discount and any directly attributable transaction costs. Any effects of restatement of
foreign currency-denominated liabilities, if any, are recognized in the consolidated statement of
income.

Included in this category are the Group’s accounts payable and other current liabilities, loans
payable, long-term debt and customers’ deposits.

Derivative Financial Instruments
A derivative is a financial instrument or other contract with ali three of the following

characteristics:

a. its value changes in response to the change in a specified interest rate, financial instrument
price, commodity price, foreign exchange rate, index of prices or rates, credit rating or credit
index, or other variable, provided in the case of a nonfinancial variable that the variable is not
specific to a party to the contract (sometimes called the “underlying™);

b. it requires no initial net investment or an initial net investment that is smaller than would be
required for other types of contracts that would be expected to have a similar response to
changes in market factors; and,

c. itis settled at a future date.

Derivative instruments (including bifurcated embedded derivatives} are initially recognized at fair
value on the date in which a derivative transaction in entered into or bifurcated, and are
subsequently re-measured at fair value. Changes in fair value of derivative instruments not
accounted for as hedges are recognized immediately in the consolidated statement of income.
Derivatives are carried as assets when the fair value is positive and as liabilities when the fair
value is negative.
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Embedded derivatives

The Group assesses whether embedded derivatives are required to be separated from host
contracts when the Group first becomes party to the contract. Reassessment only occurs if there is
a change in the terms of the contract that significantly modifies the cash flows that would
otherwise be required. An embedded derivative is separated from the host contract and accounted
for as a derivative if all of the following conditions are met: (a) the economic characteristics and
risks of the embedded derivative are not closely related to the economic characteristics and risks
of the host contract; (b) a separate instrument with the same terms as the embedded derivative
would meet the definition of a derivative; and (c) the hybrid or combined instrument is not
measured at fair value with changes in fair value reported in the consolidated statement of income.
Subsequent reassessment is prohibited unless there is a change in the terms of the contract that
significantly modifies the cash flows that otherwise would be required under the contract, in which
case reassessment is required, The Group determines whether a modification to cash flows is
significant by considering the extent to which the expected future cash flows associated with the
embedded, the host contract or both have changed and whether the change is significant relative to
the previously expected cash flows on the contract.

The Group has embedded derivative arising from its long-term debt which are required to be
bifurcated.

Classification of Financial Instruments Between Debt and Equity
‘A financial instrument is classified as debt if it provides for a contractual obligation to:

« deliver cash or another financial asset to another entity;

» exchange financial assets or financial liabilities with another entity under conditions that are
potentially unfavorable to the Group; or

« satisfy the obligation other than by the exchange of a fixed amount of cash or another financial
asset for a fixed number of own equity shares.

If the Group does not have an unconditional right to avoid delivering cash or another financial
asset to settle its contractual obligation, the obligation meets the definition of a financial liability.

Derecognition of Financial Assets and Liabilities

Financial assels
A financial asset (or, where applicable a part of a financial asset or part of a group of similar

financial assets) is derecognized when:

e the Group’s right to receive cash flows from the asset has expired,

« the Group retains the right to receive cash flows from the asset, but has assumed an obligation
to pay them in full without material delay to a third party under a “pass-through” arrangement,
or,

o the Group has transferred its right to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the assets, or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of
the asset.

Where the Group has transferred its right to receive cash flows from an asset and has entered into
a “pass-through” arrangement, and has neither transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of the asset, the asset is recognized to the extent of
the Group’s continuing involvement in the asset. Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the lower of original carrying amount of the
asset and the maximum amount of consideration that the Group could be required to repay.
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Financial labiliry

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or has expired. Where an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the original liability
and the recognition of a new liability, and the difference in the respective carrying amounts is
recognized in the consolidated statement of income.

Impairment of Financial Assets

The Group assesses at each balance sheet date whether there is objective evidence that a financial
asset or group of financial assets is impaired. A financial asset or a group of financial assets is
deemed to be impaired if, and only if, there is objective evidence of impairment as a result of one
or more events that has occurred after the initial recognition of the asset (an incurred “loss event”)
and that loss event {or events) has an impact on the estimated future cash flows of the financial
asset or the group of financial assets that can be reliably estimated. Evidence of impairment may
include indications that the borrower or a group of borrowers is experiencing significant financial
difficulty, default or delinquency in interest or principal payments, the probability that they will
enter bankruptcy or other financial reorganization and where observable data indicate that there is
measurable decrease in the estimated future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.

Loans and receivables

For loans and receivables carried at amortized cost, the Group first assesses whether objective
evidence of impairment exists individually for financial assets that are individually significant, or
collectively for financial assets that are not individually significant, If the Group determines that
no objective evidence of impairment exists for individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses for impairment, Assets that are individually assessed for
impairment and for which an impairment loss is, or continues to be recognized are not included in
a collective assessment for impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of the
estimated future cash flows (excluding future expected credit losses that have not been incurred).
The present value of the estimated future cash flows is discounted at the financial asset’s original
effective interest rate. If a loan has a variable interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate.

The carrying amount of the asset is reduced through the use of an allowance account and the
amount of the loss is recognized in the consolidated statement of income. Interest income
continues to be accrued on the reduced carrying amount and is accrued using the rate of interest
used to discount the future cash flows for the purpose of measuring the impairment loss. The
‘nterest income is recorded in the consolidated statement of income. Loans and receivables
together with the associated allowance are written off when there is no realistic prospect of future
recovery and all collateral has been realized or has been transferred to the Group. If, ina
subsequent year, the amount of the estimated impairment loss increases or decreases because of an
event occurring after the impairment was recognized, the previously recognized impairment loss is
increased or reduced by adjusting the allowance account. Ifa future write-off is later recovered,
the recovery is presented as “Gain on recovery of bad debts” under other income (charges) in the
consolidated statement of income.
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AFS financial assels

In the case of equity investments classified as AFS, impairment would include a significant or
prolonged decline in the fair value of the investments below its cost. The Group treats
“significant” generally as 20% or more and “prolonged” as greater than 12 months for quoted
equity securities. Where there is evidence of impairment loss, the cumulative loss - measured as
the difference between the acquisition cost and the current fair value, less any impairment loss on
that financial asset previously recognized in the consolidated statement of income - is removed
from OCI and recognized in profit or loss. Impairment losses on equity investments are not
reversed in the consolidated statement of income. Increases in their fair value after impairment
are recognized directly in the consolidated statement of comprehensive income.

Offsetting of Financial Instruments

Financial assets and liabilities are offset and the net amount reported in the consolidated balance
sheet if, and only if, there is a currently enforceable right to offset the recognized amounts and
there is intention to settle on a net basis, or to realize the asset and settle the liability
simultaneously. This is not generally the case with master netting agreements, and the related
assets and liabilities are presented at gross amounts in the consolidated balance sheet.

Spare Parts and Supplies

Spare parts and supplies are valued af the lower of cost and net realizable value. Cost is
determined using the weighted average cost method. Net realizable value is the current
replacement cost.

When the circumstances that previously caused the spare parts and supplies to be written down
below cost no longer exist, or when there is clear evidences of an increase in net realizable value
because of changed economic circumstances, the amount of write-down is reversed. The reversal
cannot be greater than the amount of the original write-down.

Real Estate Inventories

Real estate inventories representing real estate opened up for sale are carried at the lower of cost
and net realizable value (NRV). The cost includes acquisition cost of the land, direct development
cost incurred, including borrowing costs and any other directly attributable costs of bringing the
assets to its intended use. NRV is the estimated selling price in the ordinary course of business,
less estimated cost to sell. A write-down of inventories is recognized in profit or loss when the

cost of the real estate inventories exceeds its NRV.

Investments in Real Estate

Investments in real estate comprise land, building and improvements which are not occupied
substantially for use by, or in operations of the Group, nor for sale in the ordinary course of
business, but are held primarily to earn rental income and for capital appreciation. Cost includes
acquisition cost of the land and any other directly attributable costs of bringing the asset to its
intended use.

Subsequent to initial recognition, investment properties, except land, are measured at cost less
accumulated depreciation and impairment loss. Land is carried at cost less any impairment in
value.

Building and improvements are depreciated using the straight-line method over estimated useful
life of five years to 15 years.
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Investments in real estate are derecognized when either these have been disposed of or when the
investment in real estate is permanently withdrawn from use and no future economic benefit is
expected from its disposal. Any gains or losses on the retirement or disposal of an investment in
real estate are recognized in the consolidated statement of income in the year of retirement or
disposal.

Transfers are made to investments in real estate when, and only when, there is a change in use,
evidenced by ending of owner-occupation or commencement of an operating lease to another
party. Transfers are made from investments in real estate when, and only when, there is a change
in use, evidenced by commencement of owner-occupation or commencement of development with
a view to sale. These transfers are recorded using the carrying amount of the investments in real
estate at the date of change in use.

Investments in Associates

An associate is an entity in which the Group has significant influence and which is neither a
subsidiary nor a joint venture. Significant influence is the power to participate in the financial and
operating policy decisions of the investee, but is not control or joint control over these policies.

The consideration made in determining significant influence is similar to those necessary to
determine control over subsidiaries.

The Group’s investments in associates are accounted for under the equity method of accounting.
Under the equity method, the investments in associates are carried in the consolidated balance
sheet at cost plus post-acquisition changes in the Group’s share of net assets of the associates, less
any impairment in value. Goodwill relating to an associate is inciuded in the carrying amount of
the investment and is not amortized. After application of the equity method, the Group determines
whether it is necessary to recognize any additional impairment loss with respect to the Group’s net
investment in the associate. The consolidated statement of income reflects the Group’s share of
the financial performance of the associates. Unrealized gains and losses from transactions with
the associates are eliminated to the extent of the Group’s interest in the associates. The reporting
dates of the associates and the Group are identical and the associates’ accounting policies conform
to those used by the Group for like {ransactions and events in similar circumstances.

An investment in an associate is accounted for using the equity method from the date when it
becomes an associate. On acquisition of the investment, any difference between the cost of the
investment and the investor’s share in the net fair value of the associate’s identifiable assets,
liabilities and contingent liabilities is accounted for as follows:

a. goodwill relating to an associate is included in the carrying amount of the investment.
However, amortization of that goodwill is not permitied and is therefore not included in the
determination of the Group’s share in the associate’s profit or losses.

b. any excess of the Group’s share in the fair value of the associate’s identifiable assets,
liabilities, and contingent liabilities over the cost of the investment is included as income in
the determination of the investor’s share of the associate’s profit or loss in the period in which
the investment is acquired.

Also, appropriate adjustments to the Group’s share of the associate’s profit or loss after acquisition
are made to account , if any, for the depreciation of the depreciable assets based on their fair
values at the acquisition date and for impairment losses recognized by the associate, such as for
goodwill or property, plant and equipment.
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When the Group’s interest in an investment in associate is reduced to zero, additional losses are
provided only to the extent that the Group has incurred obligations or made payments on behalf of
the associate to satisfy obligations of the investee that the Group has guaranteed or otherwise
committed. If the associate subsequently reports profits, the Group resumes recognizing its share
of the profits if its equals the share of net losses not recognized.

The Group discontinues the use of the equity method from the date when it ceases {0 have
significant influence over an associate and accounts for the investment in accordance with PAS 39
from that date, provided the associate does not become subsidiary or a joint venture. Upon loss of
significant influence over the associate, the Group measures and recognizes any retained
investment at its fair value., Any difference between the carrying amount of the associate upon
loss of significant influence and the fair value of the retained investment and proceeds from
disposal is recognized in the consolidated statement of income.

Interest in Joint Venture

A joint venture is a contractual arrangement whereby two or more parties undertake an economic
activity that is subject to joint control. The Group recognized in the accompanying consolidated
financial statements its share of the jointly controlled assets, classified as real estate inventories
(see Note 10) and mining rights (see Note 15).

A jointly controlled asset involves joint control and ownership by the Group and other venturers of
assets contributed to or acquired for the purpose of the joint venture, without the formation of a
corporation, partnership or other entity. The Group accounts for its share of the jointly controlled
assets, any liabilities it has incurred, its share of any liabilities jointly incurred with other ventures,
income from the sale or use of its share of the joint venture's output, together with its share of the
expenses incurred by the joint venture, and any expenses it incurs in relation to its interest in the
joint venture.

Property, Plant and Equipment

Property, plant and equipment (except land) is stated at cost, net of accumulated depreciation and
amortization and accumulated impairment losses, if any. Such cost includes the cost of replacing
the part of the property, plant and equipment and borrowing costs for long-term construction
projects if the recognition criteria are met. Likewise, when a major inspection is performed, its
cost is recognized in the carrying amount of the property, plant and equipment as 2 replacement if
the recognition criteria are satisfied. All other repair and maintenance costs are recognized in the
consolidated staternent of income as incurred. The present value of the expected cost for the
decommissioning of the asset after its use is included in the cost of the respective asset if the

recognition criteria for a provision are met.

Land is carried at cost less any impairment losses.

Property, plant and equipment are depreciated and amortized using the straight-line method over
their expected economic useful lives. Each part of an item of property, plant and equipment with a
cost that is significant in relation to ihe total cost of the item is depreciated and amortized

separately.

The components of the power plant complex and their related estimated useful lives are as
follows:

Number of Years

Main engine 12 - 18 years
Plant mechanical, electrical, switchyard
and desulfurization equipment 18 years

Plant structures and others 18 years
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Other property, plant and equipment are depreciated and amortized using the straight-line method
over the following estimated useful lives:

Number of Years

Buildings 10-25 years
2-5 years or term of the lease,
Leasehold improvements whichever period is shorter
Machinery and other equipment:
Power and water facilities 7-30 years
Machinery and equipment 5-10 years
Office furniture, fixtures and equipment 3-5 years
Transportation and office equipment 2-35 years

Construction in progress represents properties under construction and is stated at cost. Cost
includes cost of construction and other direct costs. Construction in progress is depreciated when
the asset is available for use.

An item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising from
derecognition of the property, plant and equipment (difference between the net disposal proceeds
and carrying amount of the asset) is included in the consolidated statement of income in the period
the property, plant and equipment is derecognized.

The assets’ residual values, useful lives and methods of depreciation and amortization are
reviewed at each financial year-end, and adjusted prospectively if appropriate.

Fully depreciated assets are retained in the accounts until these are no longer in use.

Business Combinations and Goodwill
Business combinations are accounted for using the acquisition method.

Initial measurement

The cost of an acquisition is measured as the aggregate of the consideration transferred measured
at acquisition date fair value and the amount of any non-controlling interest in the acquiree. For
each business combination, the Group elects to measure the non-controlling interest in the
acquiree either at fair value or at the proportionate share of the acquiree’s identifiable net assets.

Acquisition-related costs incurred such as finder’s fees; advisory, legal, accounting, valuation and
other professional or consulting fees; general administrative costs, including the costs of
maintaining an internal acquisitions department or business development offices are expensed and
included as part of “General and administrative expenses” account in the consolidated statement of

income.

When the Group acquires a business, it assesses the financial assets acquired and liabilities
assumed for appropriate classification and designation in accordance with the contractual terms,
economic circumstances and pertinent conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts by the acquiree. If the business combination
is achieved in stages, the previously held equity interest in the acquiree is remeasured at its
acquisition date fair value and any resulting gain or loss is recognized in the consolidated
statement of income.
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Any contingent consideration to be transferred by the acquirer will be recognized at fair value at
the acquisition date. Contingent consideration classified as an asset or liability that is a financial
instrument and within the scope of PAS 39 is measured at fair value with the changes in fair value
recognized either in the consolidated statement of income or as a change to other comprehensive
income. If the contingent consideration is not within the scope of PAS 39, it is measured in
accordance with appropriate PFRS. Contingent consideration that is classified as equity is not
remeasured until it is finally settled within equity.

Goodwill is initially measured at cost being the excess of the aggregate of the consideration
transferred and the amount recognized for non-controlling interest over the net identifiable assets
acquired and liabilities assumed. If the fair value of the net assets acquired is in excess of the
aggregate consideration transferred, the Group re-assesses whether it has correctly identified all of
the assets acquired and all of the liabilities assumed and reviews the procedures used to measure
the amounts to be recognized at the acquisition date. If the reassessment still results in an excess
of the fair value of net assets acquired over the aggregate consideration transferred, then the gain
is recognized in the consolidated statement of income.

If the initia! accounting for business combination can be determined only provisionally by the end
of the period by which the combination is effected because either the fair values to be assigned to
the acquiree’s identifiable assets, liabilities or contingent liabilities or the cost of the combination
can be determined only provisionally, the Group accounts for the combination using provisional
values. Adjustments to these provisional values because of completing the initial accounting shall
be made within 12 months from the acquisition date. The carrying amount of an identifiable asset,
liability or contingent liability that is recognized as a result of completing the initial accounting
shall be calculated as if the asset, liability or contingent liability’s fair value at the acquisition date
had been recognized from that date. Goodwill or any gain recognized shall be adjusted from the
acquisition date by an amount equal to the adjustment to the fair value at the acquisition date of
the identifiable asset, liability or contingent liability being recognized or adjusted.

Subsequent measurement

Following initial recognition, goodwill is measured at cost less any accumulated impairment
losses. For purposes of impairment testing, goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group’s cash-generating units, or groups of cash-
generating units, that are expected to benefit from the synergies of the combination, irrespective of
whether other assets or liabilities of the Group are assigned to those units or group of units. Each
unit or group of units to which the goodwill is allocated:

e represents the lowest level within the Group at which the goodwill is monitored for internal
management purposes; and

e s not larger than a segment based on the Group’s format determined in accordance with
PFRS 8, Operating Segments.

Where goodwill forms part of a cash-generating unit (group of cash-generating units) and part of
the operation within that unit is disposed of, the goodwill associated with the operation disposed
of is included in the carrying amount of the operation when determining the gain or Joss on
disposal of the operation. Goodwill disposed of in this circumstance is measured based on the
relative values of the operation disposed of and the portion of the cash-generating unit retained.

When subsidiaries are sold, the difference between the selling price and the net assets plus

cumulative translation differences and goodwill is recognized as income or loss in the
consolidated statement of income.
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Computer Software

Computer softvs._rare (included as part of “Other noncurrent assets” account) is initially recognized
at cost. Following initial recognition, computer software is carried at cost less accumulated
amortization and accumulated impairment losses, if any.

The software cost is amortized on a straight-line basis over its useful economic life of three (3)
years and assessed for impairment whenever there is an indicator that the computer software may
be impaired. The amortization commences when the computer software is available for use. The
amortization period and method for the computer software are reviewed at each reporting date.
Changes in the expected useful life is accounted for by changing the amortization period as
appropriate, and treated as changes in accounting estimates. The amortization expense is
recognized in the consolidated statement of income.

Deferred Project Costs

Deferred project costs (included as part of “Other noncurrent assets” account) are costs incurred
by the Group on certain on-going projects. These are stated at cost, net of accumulated
impairment losses, if any.

Mining Rights

Mining rights (included as part of “Other noncurrent assets” account) are stated at cost less any
accumulated depletion and any accumulated impairment losses. The cost of the mining rights
includes the purchase price, fees, licenses directly related to the quarry and other similar payments
to third parties. Mining rights are not yet subject to depletion until actual extraction of mineral
reserves. Depletion of the mining rights is computed using the unit-of-production method.
Mining rights are charged to current operations in the year these are determined to be worthless.

Impairment of Nonfinancial Assets

The Group assesses at each reporting date whether there is an indication that a nonfinancial asset
may be impaired. If any such indication exists and when annual impairment testing for an asset is
required, the Group makes an estimate of the asset’s recoverable amount. An asset’s recoverable
amount is the higher of an asset’s cash-generating unit’s fair value less cost to sell or its value-in-
use and is determined for an individual asset, unless the asset does not generate cash inflows that
are largely independent of those from other assets or groups of assets. When the carrying amount
of an asset exceeds its recoverable amount, the asset is considered impaired and is written down to
its recoverable amount. In assessing value-in-use, the estimated future cash flows are discounted
to their present value using a pretax discount rate that reflects current market assessment of the
time value of money and the risks specific to the asset. In determining fair value less cost to sell,
recent market transactions are taken into account, if available. If no such transaction can be
identified, an appropriate valuation model is used. These calculations are corroborated by
valuation multiples and other available fair value indicators. Any impairment loss is recognized in
the consolidated statement of income in those expense categories consistent with the function of
the impaired asset.

An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. If such indication
exists, the Group makes an estimate of recoverable amount. A previously recognized impairment
loss is reversed only if there has been a change in the estimates used to determine the asset’s
recoverable amount since the last impairment loss was recognized. If that is the case, the carrying
amount of the asset is increased to its recoverable amount, That increased amount cannot exceed
the carrying amount that would have been determined, net of depreciation and amortization, had
no impairment loss been recognized for the asset in prior years. Such reversal is recognized in the

consolidated statement of income unless the asset is carried at revalued amount, In which case the
reversal is treated as a revaluation increase.
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The Group determines whether it is necessary to recognize an additional impairment loss on the
Group’s investments in associates after application of the equity method. The Group determines
at each balance sheet date whether there is any objective evidence that the investments in
associates are impaired. If this is the case, the Group calculates the amount of impairment as
being the difference between the fair value of the investment in associate and the acquisition cost
(adjusted for post-acquisition changes in the Group’s share of the financial performance of the
associates) and recognizes the difference in the consolidated statement of income.

Capital Stock

Capital stock is measured at par value for all shares issued. Incremental costs incurred directly
attributable to the issuance of new shares.are shown in equity as deduction from proceeds, net of
tax. Proceeds and/or fair value of considerations received in excess of par value, if any, are
recognized as additional paid-in capital.

Redeemable Preferred Shares

In determining whether a preferred share is a financial liability or an equity instrument, the Group
assesses the particular rights attaching to the share to determine whether it exhibits the
fundamental characteristic of a financial liability. A preferred share that provides for mandatory
redemption by the Group for a fixed or determinable amount at a fixed or determinable future
date, or gives the holder the right to require the Group to redeem the instrument at or after a
particular date for a fixed or determinable amount, is a financial liability. Redeemable preferred
shares is presented as equity when the option for redeeming the redeemable preferred shares is at
the issuer’s discretion and the price of redemption is to be decided by the BOD.

Retained Earnings
Retained earnings include accumulated profits attributable to the equity holders of the Parent

Company reduced by dividends declared. Retained earnings may also include effect of changes in
accounting policy as may be required by the standard’s transitional provisions.

Cash Dividend and Noncash Distribution to Equity Holders of a Parent

The Company recognizes a liability to make cash or non-cash distributions to equity holders of the
parent when the distribution is authorized and the distribution is no longer at the discretion of the
Company. A distribution is authorized when it is approved by the BOD. A corresponding amount
is recognized directly in equity.

Non-cash distributions are measured at the fair value of the assets to be distributed with fair value
re-measurement recognized directly in equity.

Upon distribution of non-cash assets, any difference between the carrying amount of the liability
and the carrying amount of the assets distributed is recognized in the consolidated statement of

income.

Revenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the

Group and the amount of the revenue can be reliably measured. Revenue is measured at the fair
value of the consideration received, excluding discounts and sales taxes. The following specific
recognition criteria must also be met before revenue is recognized:
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Energy fees

Revenue from the long-term ECAs under the Build-Operate-Own arrangements for SPPC and
WMPC consists of fixed capacity, operation and maintenance fees, infrastructure fee and variable
energy fee. Revenues from fixed capacity, operation and maintenance fees, and infrastructure fee
are recognized on a straight-line basis over the term of the ECA. Revenue from variable energy
fee is recognized upon delivery of the power to NPC. Billings to NPC are denominated either in

US dollar or Philippine peso in accordance with the ECAs.

Power sales and service income

Revenue from power sales and service income was recognized on the accrual basis based on
monthly meter reading of the customers’ utility and water consumption and wastewater discharge.
Electric bill includes generation, transmission, distribution and universal charges.

Sale of real estate

Revenue from sales of real estate and cost from real estate projects is accounted for using the full
accrual method. Under this method, revenue is recognized in full when 25% of sales are collected
in the year of sale.

However, where the Group has material obligations under the sales contract to complete the
project after the property is sold, the percentage—of—comp!etion method is used to recognize
income from sales of projects. Under this method, revenue is recognized as the related obligations
are fulfilled, measured principally on the basis of the estimated completion of physical
proportion of the contract work.

Any excess collections over the recognized receivables are included in the "Accounts payable and
other current liabilities" account in the consolidated balance sheet.

Rental income
Revenue is recognized on a straight-line method over the term of the lease agreements.

Management fees
Revenue from management services is recognized as the services are rendered in accordance with

the terms of the agreements.

Interest income
Income is recognized as the interest accrues.

Costs and Expenses

Costs and expenses are recognized in the consolidated statement of income when a decrease in
future economic benefit related to a decrease of an asset or an increase of a liability has arisen that
can be measured reliably. Costs and expenses are recognized in the consolidated statement of
income on the basis of systematic and vational allocation procedures when economic benefits are
expected to arise over several accounting periods and the association with income can only be
broadly or indirectly determined; or immediately when expenditure produces no future economic
benefits or when, and to the extent that, future economic benefits do not qualify, cease to qualify,

for recognition in the consolidated balance sheet as an asset.

Deferred Oil Exploration Costs

The Group follows the full-cost method of accounting for exploration costs determined on the
basis of each Service Contract/Geophysical Survey and Exploration Confract (SC/GSEC) area.
Under this method, all exploration costs relating to each SC/GSEC are initially deferred pending
determination of whether the area contains oil reserves of commercial quantity. The costs of
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exploration and development relating to the SC/GSEC area where oil in commercial quantity is
discovered are subsequently capitalized upon commercial production as part of “Machinery and
other equipment” under “Property, plant and equipment” account in the consolidated balance
sheet. When the SC/GSEC is permanently abandoned, the related deferred oil exploration and
development costs are written off. SC/GSECs are considered permanently abandoned if the
SC/GSEC has expired and/or there are no definite plans for further exploration and/or
development.

Retirement Benefits

The Group, excluding SPPC, WMPC and APMC, has an unfunded, noncontributory defined
benefit retirement plan covering all qualified employees. SPPC, WMPC, and AMPC have a
funded, noncontributory defined benefit retirement plan covering all qualified employees. The
Group’s obligation and costs of retirement benefits are actuarially computed by professionally
qualified independent actuary using the projected unit credit method. Actuarial gains and losses
are recognized in full in the period in which these occur in other comprehensive income.

Defined benefit costs comprise the following:

+ Service cost
e Net interest on the net defined benefit liability or asset
e Remeasurements of net defined benefit liability or asset

Service costs which include current service costs, past service costs and gains or losses on non-
routine settlements are recognized as expense in the consolidated statement of income. Past
service costs are recognized when plan amendment or curtailment occurs. These amounts are
calculated periodically by independent qualified actuaries.

Net interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time which is determined by
applying the discount rate based on government bonds to the net defined benefit liability or asset.
Net interest on the net defined benefit liability or asset is recognized as part of retirement cost in
the consolidated statement of income.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in
the effect of the asset ceiling (excluding net intercst on defined benefit liability) are recognized
immediately in other comprehensive income in the period in which they arise. Remeasurements
are not reclassified to profit or loss in subsequent periods.

Plan assets are assets that are held by a long-term employee benefit fund or gualifying insurance
policies. Plan assets are not available to the creditors of the Group, nor can they be paid directly to
the Group. Fair value of plan assets is based on market price information. When no market price
is available, the fair value of plan assets is estimated by discounting expected future cash flows
using a discount rate that reflects both the risk associated with the plan assets and the maturity or
expected disposal date of those assets (or, if they have no maturity, the expected period unti! the
settlement of the related obligations). If the fair value of the plan assets is higher than the present
value of the defined benefit obligation, the measurement of the resuliing defined benefit asset is
limited to the present value of economic benefits available in the form of refunds from the plan or

reductions in future contributions to the plan.
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The Group.’s ri‘ght to be reimbursed of some or all of the expenditure required to settle a defined
be_neﬁt obligation is recognized as a separate asset at fair value when and only when
reimbursement is virtually certain.

Actuar_iai valuations are made with sufficient regularity that the amounts recognized in the
consolidated financial statements do not differ materially from the amounts that would be
determined at the balance sheet date.

Leases

The determination of whether an arrangement is or contains a lease is based on the substance of
the arrangement at inception date or whether the fulfiliment of the arrangement is dependent on
the use of a specific asset or assets or the arrangement conveys a right to use the asset.

A reassessment is made after inception of the lease only if one of the following applies:

(a) there is a change in contractual terms, other than a renewal or extension of the arrangement;

(b) arenewal option is exercised or extension granted, unless that term of the renewal or extension
was initially included in the lease term;

(¢) there is a change in the determination of whether fulfillment is dependent on a specified asset;
or

(d) there is substantial change to the asset.

Where a reassessment is made, lease accounting shall commence or cease from the date when the
change in circumstances gave rise to the reassessment for scenarios (a), (¢} or (d) above, and at the
date of renewal or extension period for scenario (b)-

Group as lessee

[eases where the lessor retains substantially all the risks and benefits of ownership of the asset are
classified as operating leases. Fixed lease payments are recognized as expense in the consolidated
statement of income on a straight-line basis while the variable rent is recognized as expense based
on terms of the lease contract.

Group as lessor

Leases where the Group does not transfer substantially all the risks and benefits of ownership of
the assets are classified as operating leases. Lease payments received are recognized as rental
income in the consolidated statement of income on a straight-line basis over the lease term.

Initial direct costs incurred in negotiating operating leases are added to the carrying amount of the
leased asset and recognized over the lease term on the same basis as the rental income.
Contingent rents are recognized as revenue in the period in which these are garned.

Foreign Currency-denominated Transactions and Translations

Transactions denominated in foreign currency are recorded in Philippine peso by applying to the
foreign currency amount the exchange rate between the Philippine peso and the foreign currency
at the date of transaction, Monetary assets and liabilities denominated in foreign currencies are
restated using the closing rate of exchange at the balance sheet date. Nonmonetary items
denominated in foreign currency are translated using the exchange rates as at the date of initial
transaction. All exchange rate differences are taken to the consolidated statement of income.

The assets and liabilities of subsidiaries whose functional currency is U.S. dollar are trans!ated
into Philippine peso at the rate of exchange prevailing at the reporting date and their statement of
‘ncome are translated at exchange rate at the date of the transactions. The exchange rate
differences arising on the translation are recognized under “Translation adjustment” account in the
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consolidated statement of comprehensive income. On disposal of these subsidiaries, the
component of other comprehensive income relating to that particular subsidiary is recognized in
the consolidated statement of income.

Borrowing Costs

Borrowing costs are capitalized if they are directly attributable to the acquisition or construction of
a qualifying asset. Capitalization of borrowing costs commences when the activities to prepare the
asset are in progress and expenditures and borrowing costs are being incurred. Borrowing costs
are capitalized until the assets are substantially ready for their intended use. If the carrying
amount of the asset exceeds its recoverable amount, an impairment loss is recorded. Borrowing
?os;s consist of interest and other costs that the Group incurs in connection with the borrowing of
unds.

Borrowing costs not qualified for capitalization are expensed as incurred.

Income Taxes

Current fax

Current income tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the tax authority. The tax rates and tax laws used
to compute the amount are those that are enacted or substantively enacted at the balance shest
date.

Deferred tax

Except for AIL and APIL, which are domiciled in the BV!, the Group accounts for its income fax
based on its reported income for the period using deferred taxation on all temporary differences at
the balance sheet date between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes using the liability method.

Deferred tax liabilities are recognized for all taxable temporary differences, except:

«  When the deferred tax liability arises from the initial recognition of goodwill or an asset or
liability in a transaction that is not a business combination and, at the time of transaction,
affects neither the accounting profit nor taxable income; or

» In respect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, when the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not reverse
in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, carryforward benefits
of unused tax credits from excess minimum corporate income tax (MCIT) over regular corporate
income tax (RCIT) and net operating loss carryover (NOLCOQ). Deferred tax assets are recognized
to the extent that it is probable that taxable income will be available against which the deductible
temporary differences and carryforward benefits of MCIT and NOLCO can be utilized, except:

e  When the deferred tax asset relating to the deductible temporary differences arises from the
initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable income; or

o In respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred tax assets are recognized only to the extent
that it is probable that the temporary differences will reverse in the foreseeable future and

taxable income will be available agaimst which the temporary differences can be utilized.
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The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or
part of the deferred tax assets to be utilized. Unrecognized deferred tax assets are reassessed at
each balance sheet date and are recognized to the extent that it has become probable that future
taxable income will allow the deferred tax assets to be recovered.

Deferred tax assets and labilities are measured at the tax rates that are expected to apply to the
year when the asset is realized or the liability is settled, based on tax rates and tax laws that have
been enacted or substantively enacted at the balance sheet date.

Income tax relating to items recognized outside profit or loss is recognized outside profit or loss.
Deferred tax items are recognized in correlation to the underlying transaction either in other
comprehensive income or directly in equity.

Deferred tax assets and liabilities are offset, if a legally enforceable right exists to offset current
tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity and
the same tax authority.

Value-added tax

Revenue, expenses, assets and liabilities are recognized net of the amount of value-added tax
(VAT), except where the VAT incurred on a purchase of assets or services is not recoverable from
the taxation authority, in which case the VAT is recognized as part of the cost of acquisition of the
asset or as part of the expense item as applicable.

The net amount of value-added tax recoverable from, or payable to, the taxation authority is
included as part of “Input VAT” or “Accounts payable and other current liabilities” in the
consolidated balance sheet.

Input VAT income
Input VAT income represents the excess of the allowable input tax sales of goods and service to
the Philippine government, through NPC, of SPPC and WMPC over the actual input tax from

purchases.

Provisions

General

Provisions are recognized when the Group has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation. When the Group expects some of all of provision to be reimbursed, the reimbursement
is recognized as a scparate asset but only when the reimbursement is virtually certain. The
expense relating to any provision is presented in the statement of income, net of any
reimbursement. If the effect of the time value of money is material, provisions are discounted
using a current pre-tax rate ¢hat reflects, where appropriate, the risks specific to the liability.
Where discounting is used, the increase in the provisions due to the passage of time is recognized
as an interest expense.

Asset retirement obligation

The asset retirement obligation arose from the Group’s obligation, under its ECC, to
decommission or dismantle its power plant complex at the end of their operating lives. A
corresponding asset is recognized as part of property, plant and equipment. Decommissioning
costs are provided at the present value of expected costs to settle the obligation using estimated
cash flows. The cash flows are discounted at a current pre-tax rate that reflects the risks specific
to the decommissioning liability. The unwinding of the discount is expensed as incurred and
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recognized in the consolidated statement of income as an interest expense. The estimated future
costs of decommissioning are reviewed annually and adjusted prospectively. Changes in the
estimated future costs or in the discount rate applied are added or deducted from the cost of the
power plant complex. The amount deducted from the cost of the power plant complex, shall not
exceed its carrying amount. If the decrease in the liability exceeds the carrying amount of the
asset, the excess shall be recognized immediately in the consolidated statement of income.

Basic/Diluted Earnings Per Share

Basic/diluted earnings per share (EPS) is determined by dividing net income by the weighted
average number of shares issued and outstanding after giving retroactive adjustment for any stock
dividends and stock splits declared during the period. The Group has no financial instrument or
other contract that may entitle its holder to common shares that would result to diluted earnings
per share.

Business Segments

The Group is organized and managed separately according to the nature of business. The Group
conducts majority of its business activities into two major business segments: (1) Energy and
Power and (2) Property Development. The Group’s other activities consisting of product
distribution and investment holding activities are shown in aggregate as “Other Investments™.

Segment assets and liabilities

Segment assets include all operating assets used by a segment and consist principally of operating
cash and cash equivalents, short-term cash investments, trade and other receivables, investments in
real estate and real estate inventories, and property, plant and equipment, net of allowances and
provision. Segment liabilities include all operating liabilities and consist principally of accounts
payable and other liabilities. Segment assets and liabilities do not include deferred income taxes,
investments and advances, and borrowings.

Inter-segment transactions
Segment revenue, segment expenses and segment performance include transfers among business
segments. The transfers, if any, are accounted for at competitive market prices charged to

unaffiliated customers for similar products. Such transfers are eliminated in consolidation.

Contingencies

Contingent liabilities are not recognized in the consolidated financial statements but are disclosed
in the notes to consolidated financial statements unless the probability of an outflow of resources
embodying economic benefits is remote. Contingent assets are not recognized in the consolidated
financial statements but are disclosed in the notes to consolidated financial statements when an

inflow of economic benefits is probable.

Discontinued Operations
A disposal group qualifies as discontinued operations if it is:

e acomponent of the Group that is a CGU or a group of CGUs
o classified as held for sale or distribution or already disposed in such a way, or
e amajor line of business or major geographical area.

Discontinued operations are excluded from the results of continuing operations and are presented
as a single amount as profit or loss after tax from discontinued operations in the consolidated

statement of income.
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Additional disclosures are provided in Note 30. All other notes to the consolidated financial
statements mainly include amounts for continuing operations, unless otherwise mentioned.

Events After the Reporting Period

Post balance sheet date events that provide additional information about the Group’s financial
position at the end of the reporting period (adjusting events) are reflected in the consolidated
financial statements. Post balance sheet date events that are not adjusting events are disclosed in
the notes to consolidated financial statements when material.

Significant Accounting Judgments, Estimates and Assumptions

The preparation of the consolidated financial statements in compliance with PFRS requires
management to make judgments, estimates and assumptions that affect the reported amounts of
assets, liabilities, revenues and expenses and disclosure of contingent assets and liabilities. The
judgments, estimates and assumptions used in the consolidated financial statements are based
upon management’s evaluation of relevant facts and circumstances as at end of reporting period,
giving due consideration to materiality.

The uncertainties inherent in these judgments, estimates and assumptions could result in outcomes
that could require a material adjustment to the carrying value of the assets or lHabilities affected in
the future years. The effect of any change in judgments, estimates and assumptions are reflected
‘1 the consolidated financial statement as they become reasonably determinable. Judgments,
estimates and assumptions are continually ovaluated and are based on historical experience and
other factors, including expectations of future event that are believed to be determinable under the
circumstances.

Management believes the following represent a summary of these significant judgments, estimates
and assumptions and related impact and associated risks in the consolidated financial statements.

Judgments
In the process of applying the Group’s accounting policies, management has made the following

judgments, apart from those involving estimations, which has the most significant effect on the
amounts recognized in the consolidated financial statements.

Determination of functional currency

On a consolidated basis, the Group follows the functional currency of the Parent Company. The
Parent Company and its subsidiaries determine their own functional currency based on the
economic substance of the underlying circumstances relevant to each entity in the Group. The
Philippine peso is the functional and presentation currency of the Group except for CHC and
subsidiaries whose functional currency is the U.S. dollar.

Revenue recognition
The Group assesses its revenue against specific criteria in order to determine if it is principal or

agent. The Group has concluded that it is acting as a principal in all of its revenue arrangements.
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Classification of investment in an associale

While the Parent Company holds less than 20% interest in Indophil Resources, NL (Indophil), the
Company classifies and accounts for it as investment in an associate by virtue of an Agreement for
the Joint Voting of Indophil shares entered into with Alsons Prime Investment Corporation (APIC)
and Alsons Corporation (Alcorp), companies under the Alcantara Group, which defines the basic
principles governing their conduct as common shareholders of Indophil and the exercise of their
respective voting rights therein. The carrying value of investment in Indophil amounted to

21,213 million and 21,215 million as at December 31, 2014 and 2013, respectively (see Note 11).

Determining whether an arrangement contains a lease and proper classification of the lease

The ECAs qualify as leases on the basis that the Group sells all its output to NPC. The
agreements call for a take or pay arrangement where payments are made on the basis of the
availability of the power plant complex and not on actual deliveries. The lease arrangements are
determined to be operating leases where significant portion of the risks and rewards of ownership
are retained by the Group. Accordingly, the power plant complex is recorded as part of property,
plant and equipment and the fees billed to NPC are recorded as revenue on a straight-line basis.

Operating lease commilments - Group as lessor

The Group has entered into a lease of its property. The Group has determined that it retains all
significant risks and rewards of ownership of the property as the Group considered, among others,
the length of the lease term as compared with the estimated useful life of the assets and accounts
for the lease as an operating lease.

Distinction between real estate inventories and investments in real estate
The Group determines whether a property will be classified as real estate inventories or
investments in real estate as follows:

e  Real estate inventory comprises property that is held for sale in the ordinary course of
business. Principally, this is residential property that the Group develops and intends to sell
before or on completion of construction.

e Investments in real estate comprise land and building which are not occupied substantially
for use by, or in operations of the Group, nor for sale in the ordinary course of business, but
are held primarily to earn rental income and for capital appreciation.

The carrying values of the Group’s investments in real estate and real estate inventories amounted
to P1,527 million and $642 million, respectively, as of December 31, 2014 and £1,477 million and
£649 million, respectively, as of December 31, 2013 (see Note 10).

Classification of financial instruments

If the Group does not have an unconditional right to avoid delivering cash or another financial
asset to settle its contractual obligation and when the Group is required to settle its obligation
under conditions that are potentially unfavorable to the Group and will require delivery of variable
number of the Group’s own equity shares, the obligation meets the definition of a financial

liability.
The Parent Company continually assesses the classification of the redeemable preferred stock. If
the redeemable preferred stock ceases to have all the features or meet all the conditions set out io

be classified as equity, the Parent Company will reclassify it as a financial liability and measure it
at fair value at the date of reclassifications, with any differences from the carrying amount

recognized in equity.
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The Parent Company assessed that its preferred stock met all the features or condifions set out to

be classified as equity. On February 4, 2013, all of the Parent Company’s preferred shares have
been subscribed by Alcorp (see Note 21).

Estimates and Assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are discussed below:

Fair value of financial assets and liabilities

PFRS requires certain financial assets and financial liabilities to be carried and disclosed at fair
value, which requires extensive use of accounting estimates and judgments. While significant
components of fair value measurement were determined using verifiable objective evidence (i.e.,
foreign exchange rates and interest rates), the amount of changes in fair value would differ if the
Group utilized a different valuation methodology. Changes in assumptions could affect the
reported fair value of the financial assets and liabilities.

The methods and assumptions used to estimate the fair value of financial assets and liabilities are
discussed in Note 33,

Estimation of allowance for impairment losses

The Group maintains allowance for impairment losses at a level considered adequate to provide
for potential uncollectible receivables. The level of this allowance is evaluated by management on
the basis of factors that affect the collectibility of the accounts. These factors include, but not
limited to, the age and status of receivable, the length of relationship with the customers, the
customer’s payment behavior and known market factors. Accounts that are specificaily identified

to be potentially uncollectible are provided with adequate allowance through charges to income in
the form of provision for impairment losses. The review is made by management on a continuing
basis to identify accounts to be provided with allowance. These specific reserves are re-evaluated

and adjusted as additional information received affects the amount estimated.

In addition to specific allowance against individually significant receivables, the Group also
makes a collective impairment allowance against exposures which have a greater risk of default
than when originally granted. This collective allowance is based on historical loss experience.

The carrying values of trade and other receivables (including noncurrent portion of installment
receivables) amounted to £4.016 million and £4,330 million as at December 31, 2014 and 2013,
respectively. Allowance for impairment losses amounted to P80 million and R98 million as at
December 31, 2014 and 2013, respectively (see Note 8).

Estimation of NRV of inveniories

Inventories are valued at the lower of cost and NRV. For spare parts and supplies, allowance for
inventory obsolescence and losses are maintained at a level considered adequate to provide for
potentially nonvaluable items. The level of allowance is based on the turnover/movement of
specific inventories and other physical factors affecting usefulness of specific inventories.

For real estate inventories, determining the fair value requires the determination of cash flows
from the expected sale of the asset less cost of marketing. The determination of fair value requires
the Group to make estimates and assumptions that may materially affect the consolidated financial
statements. Future events could cause the Group to conclude that these assets are impaired. Any
resulting additional impairment loss could have a material impact on the Group’s financial
position and performance.
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The carrying values of spare parts and supplies amounted to £242 million and £204 million as at
December 31, 2014 and 2013, respectively (see Note 9). The carrying values of real estate
inventories amounted to P642 million and 649 million as at December 31, 2014 and 2013,
respectively (see Note 10). In 2012, due to the improvement in the sale activity of real estate
inventories and improvement on the price of the Group’s real estate inventories, reversal of
impairment loss amounting to B72 million is recognized as part of “Other income (charges)” in the
2012 consolidated statement of income (see Note 27). Recovery of impairment loss on sold real
estate inventories previously provided with allowance for impairment amounting to

24 million in 2014 and 2013 and R17 million in 2012 are also recognized as part of “Other income
(charges)” in the consolidated statements of income (see Note 27).

Estimation of useful lives of property, plant and equipment

The useful lives of the property, plant and equipment is estimated based on the period over which
the property, plant and equipment are expected to be available for use and on the collective
assessment of industry practice, internal technical evaluation and experience with similar assets.

The estimated useful lives of property, plant and equipment are reviewed periodically and updated
if expectations differ materially from previous estimates due to physical wear and tear, technical
or commercial obsolescence and legal or other limits on the use of the property, plant and
equipment. It is possible that future financial performance could be materially affected by
changes in the estimates brought about by changes in factors mentioned above. The amounts and
timing of recording of expenses for any period would be affected by changes in these factors and
circumstances. A reduction in the estimated useful lives of the property, plant and equipment
would increase the recorded expenses and decrease the carrying values of the property, plant and
equipment.

There are no changes in the estimated useful lives of property, plant and equipment in 2014 and
2013. The carrying values of property, plant and equipment amounted to £13,410 million and
£6,674 million as at December 31, 2014 and 2013, respectively (see Note 12). However, starting
2015, the useful life of components of the power plant complexes will be extended for anotherl0
years based on the Group’s forecast of operations after the ECA period. Estimated impact on
future annual depreciation expense is as follows (amounts in millions):

Years ended December 31 Increase (Decrease)
2015 (R472)
2016 (12)
2017 untii 2020 55
2021 unti} 2025 51
2026 8

Impairment of AFS financial assets

The Group treats AFS financial asset as impaired when there has been 2 significant or prolonged
decline in fair value below its cost or whether an objective evidence of impairment exist. The
determination of “significant and prolonged” requires judgment. The Group treats “significant”
generally as 20% or more and “prolonged” as greater than 12 months for quoted equity securities.
In addition, the Group evaluates other factors, including normal volatility in share price of the
instrument and future cash flows.
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The carrying value of AFS financial assets amounted to 117 million and 256 million as at
December 31, 2014 and 2013, respectively. No impairment loss was recognized on AFS financial
assets in 2014, 2013 and 2012. The Group recognized unrealized loss (gain) on fair valuation of
AFS financial assets recognized in OCI amounting to B87 million in 2014, #7 million in 2013 and
(218 million) in 2012 (see Notes 13 and 21).

Impairment of nonfinancial assets (except goodwill)
An impairment review is performed when certain impairment indicators are present. These factors
include, among others:

a. Investments in real estate, property, plant and equipment and deferred project costs
» Significant underperformance relative to the future sales performance and projected
operating results; and
» Significant negative industry or market trends

b. Investment in associate
There is objective evidence that one or more events occurring after the initial recognition of
the investment have had an impact on the estimated future cash flows of the investment that
can be reliably estimated. Impairment exists when the carrying value exceeds its recoverable
amount, which is the higher of its fair value less costs of disposal and its value-in-use.

¢. Mining rights and deferred exploration costs

¢ The period for which the Group has the right to explore in the specific area has expired
during the period or will expire in the near future, and is not expected to be renewed;

o Substantive expenditures on further exploration for and evaluation of mineral resources in
the specific area is neither budgeted nor planned;

« Exploration for and evaluation of mineral resources in the specific area have not led to the
discovery of commercially viable quantities of mineral resources and the Group has
decided to discontinue such activities in the specific area; and sufficient data exist to
indicate that, although a development in the specific area is likely to proceed, the carrying
amount of the mining rights and deferred project costs asset is unlikely to be recovered in

full from successful development or by sale.

The Group is required to make estimates and assumptions that can materially affect the
consolidated financial statements when determining the value-in-use of nonfinancial assets, which
require the determination of future cash flows expected to be generated from the continued use
and ultimate disposition of such assets. Future events could cause the Group to conclude that such
financial assets are impaired. Any resulting impairment loss could have a material adverse impact
on the Group’s financial position and performance. Provision for impairment loss on deferred
project costs amounted to £3 million in 2013 and 2012 (nil in 2014) (see Notes 15 and 23).

The carrying values of nonfinancial assets (except goodwill) subjected to impairment testing
follows:

2014 2013

{In Millions)
[nvestments in real estate (see Note 10) P1,527 R1,477
Investments in associates (see Note 11) 1,218 1,220
Property, plant and equipment (see Note 12) 13,410 6,674

(Forward)
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_ 2014 2013

Mining rights and deferred exploration costs
(see Note 15) B230 P224
Deferred project costs (see Note 15) 225 181
Deferred oil exploration costs (see Note 15) 63 63
Computer software (see Note 15) 25 16
216,698 P9,855

The Group recognized full impairment on the deferred oil exploration costs as of December 31,
2014 and 2013(see Note 15).

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis, or more
frequently, if events or changes in circumstances indicate that it may be impaired. This requires
an estimation of the value-in-use of the cash-generating units to which the goodwill is allocated.

Estimating the value -in-use requires the Group to make an estimate of the expected future cash
flows from the cash-generating unit and also to choose a suitable discount rate in order to calculate
the present value of those cash flows.

As at December 31, 2014 and 2013, based on the assessment of the Group, there is no impairment
in the carrying value of goodwill. The carrying amount of goodwill amounted to 21,002 million
and 2965 million as at December 31, 2014 and 2013, respectively (see Note 14).

Estimation of retirement costs and obligation

The determination of the obligation and cost for retirement and other pension benefits is
dependent on the selection of certain assumptions used by the actuary in calculating such amounts.
Those assumptions, which include among others, discount rates and future salary increase, are
described in Note 28. While the Group believes that the assumptions are reasonable and
appropriate, significant differences in the actual experience or significant changes in the
assumptions may materially affect the retirement obligations.

The Group obtained actuarial valuation reports in 2014 and 2013. Total net retirement assets of
SPPC, WMPC and APMC amounted to 45 million and B50 million as at December 31, 2014 and
2013, respectively (see Note 28). Total retirement liabilities of the Parent Company and other
subsidiaries amounted to 7 million and P9 million as at December 31, 2014 and 2013,
respectively (see Note 28). Retirement benefits costs recognized in the consolidated statements of
income amounted to B9 million, 12 million and 26 million in 2014, 2013 and 2012, respectively

(see Notes 24, 28 and 30).

Estimation of asset retirement obligation

The asset retirement obligation arises from the Group’s obligation, under its ECC, to
decommission or dismantle its power plant complex at the end of their operating lives. A
corresponding asset is recognized as part of property, plant and equipment. Decommissioning
costs are provided at the present value of expected costs to settle the obligation using estimated
cash flows. The cash flows are discounted at a current pre-tax rate that reflects the risks specific
to the decommissioning liability. The unwinding of the discount is expensed as incurred and
recognized in the consolidated statement of income as an interest expense. The estimated future
costs of decommissioning are reviewed annually and adjusted prospectively. Changes in the
estimated future costs or in the discount rate applied are added or deducted from the cost of the
power plant complex. The amount deducted from the cost of the power plant complex, shall not
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exceed its carrying amount. If the decrease in the liability exceeds the carrying amount of the
asset, the excess shall be recognized immediately in the consolidated statements of income. Asset
retirement obligation as at December 31, 2014 and 2013 amounted to 267 million and #79
million, respectively (see Note 19).

Estimation of deferred income tax assets

The Group’s assessment on the recognition of deferred income tax assets on deductible temporary
differences is based on the forecasted taxable income of the following year. This forecast is based
on the Group’s past results and future expectations on revenues and expenses.

In 2009, SPPC and WMPC determined that the use of Optional Standard Deduction (OSD) would
be advantageous based on their forecast. Deferred income taxes on items considered in
determining gross income for income tax purposes werc computed using an effective tax rate of
18% and deferred income taxes on items not part of gross income for income tax purposes were
not recognized.

Deferred income tax assets amounted to 230 million and B42 million as at December 31, 2014 and
2013, respectively. Also, the Group has unrecognized NOLCO, excess MCIT over RCIT and
temporary differences as at December 31, 2014 and 2013 as disclosed in Note 29.

Legal contingencies

The Group is involved in certain legal proceedings as discussed in Note 35. The estimate of the
probable costs for the assessment and resolution of these possible claims has been developed in
consultation with outside counsel handling the defense in these matters and is based upon
thorough analysis of potential results. There are no provisions for probable losses arising from
contingencies recognized in the Group’s consolidated financial statements as management
believes that the resolution will not materially affect the Group’s financial position and
performance.

Segment Information

The Group conducts majority of its business activities in two major business segments: (1) Energy
and Power and (2) Property Development. The Group’s other activities consisting of product
distribution and investment holding activities are shown in aggregate as “Other Investments.”
Earnings information related to discontinued operation under property and development segment
is presented in Note 30.

Information with regard to the Group’s significant business segments arc shown below:

2014
Energy
and Property Other
Power Development Investments Taotal Eliminatiens Consolidated

Earnings Information
Revenues

External customer R5,159,454,286 £20,616,802 B- P5,180,071,088 P—  B5,180,071,088

Inter-segment - - 499,594,802 499,594,802 (499,594,802} -
Total revenues 5,159,454,286 20,616,802 499,594,802 5,679,665,890 (499,594,802)  5,180,071,088
Interest income 21,004,323 $32,732 387,202 22,224,257 - 22,224,257
Finance charges {90,954,458) (4,062,696) (348,816,805) (443,833,959) 237,265,211 (206,568,743}
Provision for income tax (334,882,053) (1,283,328} (26,078,468} (362,243,848) - (362,243,848)
Net income from continuing operations 925,137,143 (48,199,465) 36,941,507 913,879,185 (186,735,918} 727,143,267
Other Information
Investments in associates and due from

related parties 703,006,821 1,489,723,618 4,113,703,800 6,306,434,239  (2,143,427,743) 4,163,006,496
Sepment assets 18,380,246,416 637,069,475 2,155981,445  21,173,297,335 4,533,584,961  25,706,882,296

{Forward)
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1014
Energy
and Properiy Other
— Powser Development Investments Tetal Eliminations Consclidated
?)iiﬁi?;zjlijbel[]:zlsmmn F1,486.324,313  PI03,570,434  P305417,192  F1,895311,939 PI13,403,200,096 P15,298,512,035
and amortization (813,319,545 975,384 -
Reversal of impairment loss —-) (3&946:795; (81.051) (84(;‘:;:??!32; - {31(2';:2,?1‘;?
Capital expenditures 7,552,303, 786 263,673 2946 7,553,192,405 - 7,553:192:405)
Equity in net losses - - _ _ (1,279,357) (1.279.357)
Cash Flow Information
Net cash flows provided by (used in):
Operating zctivities 2,056,813,181 3,436,871 (158,153,638)  1,902,096,414 74,448,624 1,976,545,038
Tavesting acrivities (7,746,385,659) (336,042)  (782,806,530) (8,529,528,231) 1959754511  (6,569,773,720)
Financing activities 6,750,778,442 (32,080,000)  1,011,222,978 7,729,921,420  (2,037,249,335)  5,692,672,085
2013 (Note 16)
Energy
and Propenty Other
Power Development Investments Total Eliminations Consolidated
Earnings Information
Revenucs
External customer P3,316,193,426 R27,343,188 k-  P3,343,536,614 P-  R3,343,536,614
inter-segment - - 424,926,000 424,926,000 (424,926,000) -
Total revenues 3,316,193,426 27,343,188 424,926,000 3,768,462,614 (424,926,000  3,343,536,614
Interest income 32,238,478 482,632 622,859 33,343,969 (8,157,447} 15,186,522
Finance charges (67,567,678) (6,063,526) (104,868,355) (178,499,559} 59,126,762 (119,372,797}
Provision for income tax 271,872,842 195,548 (1,844,336) 270,224,054 - 270,224,054
Net income from continuing operations 809,020,757 473,136,269 254,039,997 1,536,197,023 (966,911,20%) 569,285,814
Other Information
Investments ins associates and due from
related parties 457,758,934 922,682,970 4,307,182,614 5687624518 (1,260,014,813)  4,427,609.705
Segment assets 10,553,290,231 1,960,761,0%6 354,785,698  12,868,837,025 5,120,202,228  17,989,129,253
Segment liabilities 811,268,617 119,959,393 76,909,158 1,008,137,168 6,609,547.367 7.617,684,535
Depletion, depreciation
and amortization (699,891,338) (5,18,518) (1,058,429) (706,131,285) - (706,131,285)
Reversal of (provisions for) impairment
losses (2,849,457) 4,140,694 - 1,291,237 - 1,291,237
Capital expenditures 4,445,224,912 26,365,870 17,970 4,471,668,752 - 4,471,668,752
Equity in net losses - - - - (100,920,763) (100,920,763}
Cash Flow Information
Net cash flows provided by (used in):
Operating activities 1,732,043,776 (829,281,769) 71,230,533 973,992,540 1,115,742,895 2,089,735,435
Investing activities (3,619,728,968) 1,209,180,121 (71,398,793)  (2,481,947,640) ¢1,290,089,874)  (3,772,037,514)
Financing activities 2,785,896,599 (189,221,078) 505,134,367 3,101,809,888 (275,138,294) 2,826,671,594
2012
Energy
And Property Osher
Power Development Investiments Total Eliminations Consolidated
Earnings Information
Revenues
External customer R2,100,705,775 P41,750,362 R— R2,142.456,137 P-  P2,142,456,137
lnter-segment - - 417,286,012 417,286,012 (417,286,012) -
Total revenues 2,100,705,775 41,750,362 417,286,012 2.559,742,149 (417,286,012} 2,142,456,137
Interest income 45,683,270 580,119 179,728 46,443,117 - 46,443,117
Finance charges (47,227,132} (6,722,920) (30,340,608) (84,290,660} - (84,290,660)
Provision for income tax 202,844 489 (7,549,420} 28,137,558 223,432,627 17,721,874 241,154,501
Net income from continuing operations 830,976,251 (12,746,254) 567,182,717 1,385,412,674 (391,971,435) 993,441,239
Other Information
Tnvestments in associates and due from
retated parties 420,716,889 680,639,085 3,768,079,375 4869435349 (1,543,814,724) 3,325,620,625
Segment assels 6,238,212,836 3,171,300,899 321,065,106 9,730,578,841 4,293,209,859  14,023,788,700
Segment liabilities 260,196,644 292,379,204 76,263,642 628,839,490 2,189,862,397 2,818,701,887
Depletion, depreciation
and amortization (613,713,322) (5,463,252) (3,666,258) (622,842,832) - {622,842,832)
Reversat of (provisions for) impairment
losses, bad debts, income from
reversal of estimated liquidation
expenses {1,893,057) (1,792,300) - (3,685,357) - (3,685,357)
Capital expenditures 402,290,426 1,792,300 59,098 404,141,824 - 404,141,824
Cash Flow Information
Net cash flows provided by (used in).
Operating activities 1,385,438,937 200,256,876 216,126,442 1,301,822,255 (61,658,178)  1,740,164,077
Investing activities 836,188,500 43,244,215 164,841,384 1,044,274,299  (2,023,334,336) (979,060,057}
Finaneing activities (2,435,130,909) (215,976,855} (352,863,125) (3,007,970,889)  2,066,020,625 (941,950,264)

NGV EVANDAII A



.43 -

Except for fees from technical advisory services related to the operation and maintenance of a
power plant in Indonesia amounting to 25 million in 2014, 24 million in 2013 and

223 million in 2012, the Group operates and derives principally all of its revenues from domestic
operations. Thus, geographical business information is not required.

The following illustrate the reconciliations of reportable segment assets and liabilities to the

Group’s corresponding amounts:

2014

2013 (Note 16)

2012

Assets

Total assets for reportable segments
Investments in shares of stock and due from

related parties

$£21,173,297,335

12,179,485,299

£12,868,837,025

11,935,523,259

£9,730,578,841

10,126,043,952

Fair value adjustment on real estate inventories (552,825,212) (552,825,212} (552,825,212)
Goodwill (43,139,631) (43,139,631) (43,139,631)
Accrued interest 11,175,192 10,709,493 11,050,358
Accumulated impairment loss on real estate

inventories 6,299,378 10,246,173 14,386,867
Eliminations (7,048,998,975) (6,240,221,854) (5,262,306,475)
Consolidated assets $£25,725,293,386 P17,989,129,253 P14,023,788,700
Liabilities
Total liabilities for reportable segments P1,895,311,939 P1,008,137,168 628,839,490
Long-term debt 12,938,691,818 5,190,495,041 1,681,776,549
Due to related parties 1,435,592,155 1,305,659,082 1,857,656,39%
Loans payable 259,999,978 794,366,639 -
Deferred tax liabilities - net 262,899,656 257,108,494 241,526,251
Income tax payable 120,268,492 100,872,098 69,482,139
Accrued interest payable 161,841,990 86,647,869 21,294,760
Eliminations (1,757,682,943) (1,125,601,856) (1,681,873,921)
Consolidated liabilities P15,316,923,125 B7,617,684,535 P2,818,701,887
Cash and Cash Equivalents and Short-term Cash Investments

2014 2013

Cash on hand B59,500 P484,496

Cash in banks 2,383,157,758 1,193,066,876

Cash equivalents 129,166,117 228,811,413

P2,512,383,375 R1,422,362,785

Cash in banks earn interest at the respective bank deposit rates. Short-term deposits are made for
varying periods of up to three months, depending on the immediate cash requirements of the
Group, and earn interest at the respective short-term deposit rates.

Short-term cash investments amounting to P34 million and B9 million as at December 31, 2014
and 2013, respectively, consist of money market placements with maturities of more than three
months but less than one year with interest rates ranging 3.00% to 4.10%.

Interest income from cash and cash equivalents and short-term cash investments amounted to
2272 million, 25 million and P46 million for the years ended December 31, 2014, 2013 and 2012,

respectively.
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8. Trade and Qther Receivables

2014 2013

Trade:
Power R762,478,325 £610,424,604
Real estate 83,760,479 257,194,970
Product distribution and others 31,730,458 31,730,458
Due from related parties (see Note 20) 2,944,690,536  3,208,014,3838
Retention receivables (see Note 30} 115,393,178 162,300,000
Others 150,573,048 148,584,212
4,088,626,024  4,418,248,632
Less allowance for impairment losses 80,483,915 98,299,163
P4,008,142,109  P4,319,949,469

Power

Represent billings to NPC by SPPC and WMPC under existing ECAs (see Note 34). These

receivables are noninterest-bearing and are generally on 30 days term. Trade receivables include
long-outstanding receivables of SPPC from NPC amounting to 2110 million ($2.48 million) as at
December 31, 2014 and 2013, respectively, representing billings from 2005 to 200
SMW installed capacity nominated by SPPC. The allowance provided amounting to 30 millicn
($0.69 miilion) and P28 million ($0.69 million) as at December 31, 2014 and 2013, respectively,
is management’s best estimate of impairment loss on the long-outstanding receivables from NPC.

Real Estate

This pertains to receivables from venturers and customers from the sale of residential and

commercial lots and units.

Real estate receivables are generally noninterest-bearing and have terms of less than one year,
except for instaliment receivables amounting to B63 million and £65 million as at December 31,

2014 and 2013, respectively, which are collectible in monthly instaliment over a period of two to
10 years and bear interest rates ranging from 18% to 21% computed on the outstanding balance of

the principal. Title on the fots sold is passed on to the buyer only upon full settlement of the

contract price. The noncurrent portion of the installment receivables amounted to 28 million and

210 million as at December 31, 2014 and 2013, respectively.

Real estate receivables amounting to 52 million and 220 million as at December 31, 2014 and

2013, respectively, relate to the Group’s share on the sale of the developed residential and

commercial lots and golf shares in the Eagle Ridge Goif and Residential Estates jointly developed
with Sta. Lucia Realty and Development, Inc. (SLRDI) (see Notes 10 and 34). In 2012, provision

for impairment loss amounting to 220 million was recorded under “General and administrative
expenses” account in the 2012 consolidated statement of income (see Note 23)./ In 2014, the
Group reclassified a portion of real estate receivables with net carrying value of 2148 million to

AFS investments because management believes that the underlying instruments qualify as equity

investments. The prior years’ financial statements were not restated since the impact is not

material to the consolidated financial statements (see Note 13).

Product Distribution and Others

These pertain to receivables from the supply of goods and merchandise to customers. Product
distribution and other receivables are noninterest-bearing and generally have a term of less than

one year. Outstanding receivables amounting to 32 million were fully provided with allowance

for impairment losses as at December 31, 2014 and 2013.
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Retention Receivables

Retention receivable pertains to the outstanding balance from Aboitiz Land, Inc. (Abeitiz) for the

sale of Lima Land Ine. (LLI), which will be collected upon accomplishment of certain milestones
(see Note 30).

Due from Related Parties and Other Receivables

Due from related parties and other receivables are due on demand. Other receivables primarily
include advances to employees, receivables from contractors, receivables from insurance claims
and receivables from venturers.

Included in the other receivables is LUC’s claim from NPC for advances amounting to

£3 million as at December 31, 2014 and 2013 representing reimbursement due to the installation
of transmission line from NPC to substations in Lipa Batangas. No provision for impairment loss
was provided for these advances.

The Parent Company has various advances to third parties that were nonmoving since prior years.
These advances have been specifically identified to be potentially uncollectible and thus, fully
provided with allowance.

Movements of allowance for impairment losses are as follows:

2014
Preduct
Power Real Estate Distribution Qthers Total
Balances at beginning of year P£28,343,011 B31,561,222 £31,730,458 B6,664,472 P98,299,163
Reclassification to OCI - (28,000,000) - - (26.000,000)
Effect of change in foreign exchange rae 2,172,710 - - 12,042 2,184,752
Balances at end of year £30,515,721 P11,561,222 £31,730,458 £6,676,514 B80,483,215
Individually impaired P13,911,185 o P £3,074,645 P18,985,830
Collectively impaired 16,604,536 11,561,222 31,730,458 1,601,869 61,498,085
230,515,721 P11,561,222 P£31,730,458 6,676,514 £80,483915
2013
Product
Power Real Estate Distribution (Others Total
Balance at beginning of year P28,344,943 P31,561,222 P31,730,458 P6,664,812 PO8,301,435
Effect of change in foreign exchange rate (1,932} - — (340} (2,272)
Balance at end of year $28,343,011 $31,561,222 £31,730,458 P6,664,472 P0§,299,163
Individually impaired £13,810,086 B- P P5,062,603 £18,872,689
Collectively impaired 14,532,925 31,561,222 31,730,458 1,601,869 79,426,474

$28,343,011 23,561,222 £31,730,458 B6,664,472 198,299,163

9. Spare Parts and Supplies

2014 2013
Spare parts P136,565,220 $£148,509,390
Oil, tubricants and chemicals 104,760,491 48,579,791
Operating supplies and consumables 238,313 7,259,828

£241,564,024 P204,349,009
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10. Real Estate Inventories and Investments in Real Estate

Real Estate Inventories

2014 2013
Eagle Ridge Project (General Trias, Cavite) -
at cost (see Note 34) £622,516,151 B623,563,443
Campo Verde Project (Lipa and Malvar, Batangas) -
at NRV (see Note 34) 19,524,685 25,852,852
£642,340,836 P649,416,295
A summary of the movements in real estate inventories is set out below:
2014 2013
Cost
Balances at beginning of year 675,541,776 873,510,997
Cost of real estate sold (15,343,214) (27,031,571)
Cancellation of sale 4,320,960 215,996
Disposal of a subsidiary (see Note 30) — (171,153,646)
Balances at end of year 664,519,522 675,541,776
Allowance for Impairment Loss
Balances as at beginning of year 26,125,481 30,266,175
Recovery of impairment due to sale (see Note 27) (3,946,795) (4,140,694)
Balances at end of vear 22,178,686 26,125,481
2642,340,836 P649,416,295

In 2013, ALC sold its equity interest in LLI to Aboitiz. The carrying value of disposed real estate
inventories due to sale of LLI amounted to 2171 million (sce Note 30).

Due to the improvement in the sale

activity of real estate inventories and improvement on the

selling price of the Group’s real estate inventories, reversal of impairment loss amounting to B72

million is recognized as part of “Other income (charges)”

in the 2012 consolidated statement of

income. Recovery of impairment loss on sold real estate inventories previously provided with
allowance for impairment amounting to 4 million in 2014 and 2013 and £17 million in 2012 are

recognized also as part of “Other in

Note 27). Accumulated impairment

P26 million as at December 31, 201

Included in “Real estate inventories

come (charges)” in the consolidated statements of income (see
Josses on real estate inventories amounted to £22 million and
4 and 2013, respectively.

” account are properties with a carrying amount of

P145 million as at December 31, 2014 and 2013 were used as collateral for the loans availed by
ALC, Parent Company and certain affiliates (see Note 18).

Investments in Real Estate

2014 2013
Lanang Property (Lanang, Davao City) P1,275,631,722 2l ,226,174,500
ALC Property (Pasong Tamo, Makati} 131,810,479 131,312,070
Batangas Project (Lipa and Malvar, Batangas) 115,087,360 115,087,360
Laguna Project (Cabuyao, Laguna) 4,685,936 4,685,936

P1,527,215497 P1,477,259,866
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A summary of the movements in investments in real estate is set out below:

December 31, 2014
Building and

Land Improvements Total
Cost
Balapces at beginning of year ?1,471,367,796 P29,167,170 £1,500,534,966
Additions 49,269,562 1,202,560 50,472,122
Balances at end of year 1,520,637,356 30,369,730 1,551,007,088
Accumulated Depreciation
Balances at beginning of year - 23,275,100 23,275,100
Depreciation (see Note 25} - 516,491 516,491
Balances at end of vear - 23,791,591 23,791,591
Net Book Value P1,520,637,356 R6,578,139 P1,527,215,497
December 31, 2013
Building and
Land Improvements Total
Cost
Balances at beginning of year £2.438,930,6089 P68,199,829 p2.507,130,518
Additions 90,529,721 32,120 90,561,841
Disposal of a subsidiary (see Note 30) (1,058,092,614) (43,599,497) (1,101,692,111)
Reclassification from other
noncurrent assets - 4,534,718 4,534,718
Balances at end of year 1,471,367,796 29,167,170 1,500,534,966
Accumulated Depreciation
Balances at beginning of year - 34,020,751 34,020,751
Depreciation (see Note 25) - 3,403,534 3,403,534
Reclassification - (14,149,185) {14,149,185)
Balances at end of year - 23,275,100 23,275,100
Net Book Value P1,471,367,796 5,892,070 P1,477,259,866

Lanang Property
On December 27, 2011, the BOD of ACR approved the acquisition of 72% of the outstanding

shares (consisting of 2,000,000 common shares and 344,498 preferred shares) of C. Alcantara &
Sons, Inc. (CASI) from Aldevinco, a stockholder of ACR and Alcorp, in behalf of Aldevinco, for
a total consideration of 1,226 million. The acquisition was paid through the reduction of ACR’s
receivables from Aldevinco equivalent to £1,226 million on that date. The total consideration of
£1,226 million represents the market value of Lanang landholdings of CASI as determined by an
independent third party appraiser. This acquisition provides ACR the right to own and develop
21.27 hectares of land and 3 hectares of foreshore leased area in Lanang, Davao City.

In accordance with a Memorandum of Agreement (MOA) made and executed on December 29,
2011 by ACR and Aldevinco, ACR has limited rights as shareholder, which includes a sole
interest in the right to receive in full, as a return of capital, the Lanang landholdings of CASL
ACR will not exercise any right as CASI shareholder such as, but not limited to, nominating any
individual stockholder to the BOD of CASI, voting for any such nominee, or ratifying any act of
the BOD of CASL
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ACR, having a sole interest in Lanang landholding and lost its power to participate in the financial
and operating policy decisions of CAST by assigning its voting rights to Aldevinco, did not include
the assets and liabilities of CASI in the 2013 consolidated financial statements but recognizes only
its investment in CAS] as part of the “Investments in real estate” account representing CASI’s
Lanang property. Also, in 2013, ALC reclassified a model house and building improvements from
«Other noncurrent assets” account to the “Investments in real estate™ account amounting to B35
million.

In 2014, CASI filed with the Burcau of Internal Revenue (BIR) and notified the SEC regarding the
shortening of its corporate life until March 31, 2014. As a result, ACR received the Lanang
property of CAS! as liquidating dividend amounting to 1,226 million. The transaction costs
‘ncurred such as taxes and processing fees to transfer the Lanang property to ACR’s name totaling
P49 million were capitalized as part of “Investments in real estate”. Also, ACR incurred input
VAT amounting to 2103 million in 2014 arising from this transaction (see Note 15}.

Collateral

Land and buildings and improvements with a carrying amount of P125 million as at

December 31, 2014 and 2013 are subject to a mortgage trust indenture and serve as collateral for
the long-term debt of ALC (see Note 18).

Fair Value .
The fair values of Lanang Property and ALC Property, Batangas Project and Laguna Project
amounted to 1,226 million and £599 million based on appraisal of the properties by an
independent third party appraiser in 2011 and 2013, respectively. The Group assessed that there
were no significant changes in fair values from last appraisal dates up to December 31,2014 and
2013. The fair values were determined by an independent firm of appraisers using market value
approach in previous years. The fair value represents the amount at which the assets could be
exchanged between knowledgeable parties in an arm’s length transaction at the date of valuation.

11,

Investments in Associates

Percentage
of Qwnership
2014 2013 2014 2013
At equity:
Acquisition costs:
Indophil 2.42 242 P1,315,533,080 P1,315,533,080
RCPHI 31.24 324 80,851,701 80,851,701
T'boli Agro-Industrial Development, Inc. 22,32 22.32 66,193,299 66,193,299
Aviana Development Corporation (ADC) 32.86 32.80 4,983,000 4,983,000
Duta, Inc. 30.00 30.00 13,725,000 13,725,000
1,481,286,080 1,481,286,080
‘Accumulated equity in net losses:
Balances at beginning of year (100,920,763) -
Equity in net fosses for the year (see Note 27) (1,279,357) (100,920,763)
Balances at end of year (162,200,120) (100,920,763}
Accumulated impairment loss -
Balances at beginning and end of year {160,770,000) (160,770,000)

P1,218,315.960 /

P1,219,595,317

AR



- 49 -

Indophil

On December 23, 2010, the Parent Company purchased 29,149,000 shares of Indophil in the
amount of B1,316 million. Indophil shares are listed in the Australian Securities Exchange until
January 29, 2015.

On December 11, 2011, Alsons Power Holdings Corporation (APHC), also a company under the
Alcantara Group, entered into a placement agreement (the Agreement) with Indophil to subscribe
to Indophil shares in two tranches, 66,666,667 shares in Tranche 1 and 141,041,667 shares in
Tranche 2. On December 26, 2011, APHC incorporated APIC as a wholly owned subsidiary. On
December 29, 2011, APIC completed the Tranche 1 placement. Accordingly, APIC was issued
with 66,666,667 shares representing 6.28% of Indophil’s issued shares of stock, bringing the
effective ownership of the Alcantara Group to 9.37%. On the same date, Mr. Nicasio Alcantara, a
Director of Aldevinco, APIC and Alcorp, was appointed to Indophil’s BOD as a Nonexecutive
Director (Indophil has five nonexecutive directors out of seven directors). On December 30, 2011,
APIC, Alcorp and ACR entered into an Agreement for the Joint Voting of Indophil shares, which
defines the basic principles governing their conduct as common shareholders of Indophil and the
exercise of their respective voting rights therein.

On February 6, 2012, APIC completed the Trache 2 placement making the Alcantara Group the
largest shareholder of Indophil at 19.99%.

Due to these developments in investments of the Alcantara Group in Indophil, ACR has concluded
that it has significant influence over Indophil. Accordingly, ACR treats its investment in Indophil
as “Investment in associate” using the equity method in the consolidated financial statements. The
Group has determined that the acquisition cost of Indophil includes goodwill amounting to

P785 million.

On January 23, 2015, Indophil implemented the Scheme of Arrangement between APIC and
Indophil shareholders wherein APIC acquired all the outstanding shares from existing
shareholders of APIC. Accordingly, Indophil became a subsidiary of APIC starting in 20135.
Indophil shares were delisted in the Australian Securities Exchange effective January 30, 2015.

The financial information of Indophil as at and for the years ended December 31, 2014 and 2013
are as follows:

2014 2013
(Amounts in Thousands)
Current assets AUD208,476 7,548,916 AUD216,162 Pg,529,342
Noncurrent assets 169,232 6,127,801 189,906 7,493,330
Current liabilities 5,846 211,684 3,018 119,085
Noncurrent liabilities 2,565 92,879 149 5,879
Revenue 17,933 707,636 13,804 743,636
Income {loss) before income tax 1,216 47,983 (102,149) (4,039,657)
Income (loss) after income tax {1,320) (52,087) (105,452) (4,170,279)

* Financial information of Indophil is presented at Australian Dollar (4 UD). Balance sheet and profil and loss accounts were
translated te Philippine peso using closing exchange rate of B36.2] and average exchange rate of P40.05 in 2014, respectively
and B39.46 and P39.55 in 2013, respectively.
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Summarized financial information of Indophil, a significant associate and reconciliation with the
carrying amount of the investment in consolidated financial statements are set out below:

2014 2013
(Amounts in Thousands)

Current assets P7,548,916  B8,529,342
Noncurrent assets 6,127,891 7,493,330
Current liabilities (211,684) {119,085)
Noncurrent liabilities (92.879) (5,879)
Equity 13,372,244 15,897,708
Equity interest of Parent Company 2.42% 2.42%
Share in net assets of Indophil 323,608 384,725
Goodwill 784,750 784,750
Translation adjustments 104,975 45,137
Carrying value of investment in Indophil £1,213,333 P1,214,612

The market value per share of Indophil in the Australian Securities Exchange is AUD$ 0.295 and
AUDS 0.165 as at December 31, 2014 and 2013, respectively.

Aviana

On March 21, 2013, Aldevinco and ACIL (collectively referred to as “AG”) and Ayala Land
(Ayala Land) entered into a joint venture agreement, where Ayala Land shall own 60% and AG
shall own 40% of the outstanding capital stock of Aviana Development Corporation (ADC) to
undertake the development of the Lanang property of ACR in Davao City. On September 17,
2013, ADC was incorporated as a joint venture corporation. ACR has subscribed to the 296
preferred shares and 32 common shares for 32.8% ownership in ADC. Accordingly, ACR treats
its investment in ADC as “Investment in associate”. As at March 27, 2015, ADC has not yet

started its commercial operations.

ACR intends to transfer the Lanang property to ADC as part of its capital contribution in 2015.

[
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Construction in progress in 2014 and 2013 represents the total accumulated costs incurred for the
construction of Phase 1 of Sarangani’s power-generating project “SM 200”. SM 200 is 210MW
coal-fired power plant project in Maasim, Sarangani Province with a total project cost of B14
billion and is expected to commence operation in September 2013 (see Note 1),

The capitalized borrowing costs are disclosed in Note 18 to the consolidated financial statements.

The capitalized asset retirement costs, net of accumulated depreciation, amounted to
P15 million in 2013 (nil in 2014).

Propetty, plant and equipment with a net book value of 512 million and #812 million as at
December 31, 2014 and 2013, respectively, are mortgaged as collateral for the long-term debt of
SPPC and WMPC (see Note 18).

WMPC recognized R4 million in 2012 as income presented under “Income from insurance claims™
account its claim for reimbursement of losses arising from a machinery breakdown, which was
collected in full in 2013 (see Note 27).

The Group has fully depreciated property, plant and equipment still used in the operations with
cost and corresponding accumulated depreciation of 1,976 million and 21,962 million as at
December 31, 2014 and 2013, respectively.

13, Awvailable-for-sale Financial Assets
AFS financial assets primarily consist of investments in equity securities which are listed in the
Philippine Stock Exchange. Movements of AFS financial assets are as follows:
2014 2013
Acquisition Costs:
Balances at beginning of year $£27,108,103 £28,898,872
Reclassification from trade receivables
(see Note 8) 148,176,395 -
Disposal during the year = (1,790,769)
Balances at end of year 175,284,498 27,108,103
Cumulative Unrealized Gain (Loss) on Changes
in Fair Value:
Balances at beginning of year 28,754,589 35,495,598
Fair value changes recognized in OCI (86,998,124 (6,741,009)
Balances at end of year (58,243,535) 28,754,589
£117,040,963 P55,862,692
14, Goodwill

Goodwill acquired through business combinations has been allocated to the power generation
cash-generating units consisting of the operations of SPPC and WMPC.

The carrying amount of goodwill allocated to SPPC and WMPC amounted to 1,002 million and
£995 million as at December 31, 2014 and 2013, respectively. The movement during the year is
due to the effect of foreign exchange rate changes from £44.40/31 as at December 31, 2013 to
244.72/$1 as at December 31 2014 used in translating the amount of goodwill allocated to SPPC
and WMPC from their functional currency of U.S. dollars to the Group’s functional currency of
Philippine peso (see Note 2).
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Goodwill is subject to annual impairment testing, The recoverable amounts of the operations of
SPPC and WMPC have been determined based on a value-in-use calculation using cash flow
projections based on financial budgets approved by management and BOD.

Key assumptions used in value-in-use calculations
The calculation of value-in-use for both cash-generating units are most sensitive to the following
assumptions explained as follows:

Discount rates. Discount rates reflect management’s estimate of the risks specific to the
cash-generating unit. The discount rate used for the cash-generating unit is based on weighted
average cost of capital. This rate was further adjusted to reflect the market assessment of any risk
specific to the generating unit for which estimates of cash flows have not been adjusted. The
discount rates used were 9.09% and 9.79% in 2014 and 2013, respectively.

Terminal values. Terminal values represent the market values of the power plant complexes upon
disposal. In 2014, management changed the assumption on the expected timing of disposal from
being at the end of ECA period to 10 years after the ECA period. The terminal values included in
the value-in-use computation as at December 31, 2014 amounted to 2224 million ($5 million) and
2402 million (§9 million) for SPPC and WMPC, respectively. On the other hand, value-in-use
computation as at December 31, 2013 included terminal values of 1,243 ($28 million) and

P2 .531 million ($57 million) for SPPC and WMPC, respectively.

Consumer price index estimates. The assumptions used for consumer price index are 1% in 2014
and 2013 for US dollar-denominated billings. On the other hand, assumptions used for Philippine
peso-denominated billings are 3.00% in 2014 and 2013.

Exchange rate inflation. The assumption used to determine foreign exchange rate is appreciating
U.S. dollar of 1.00% every year in 2014 and 2013.

Sensitivity to Changes in Assumptions

With regard to the assessment of value-in-use of the CGUs, management believes that a
reasonably possible change in the terminal values assumptions would cause the carrying value of
the CGUs to materially exceed their recoverable amount.

15. Other Assets

Prepaid Expenses and Other Current Assets

2014 2013
Input VAT £189,155,056 P2119,510,603
Creditable withholding taxes 61,406,425 66,227,142
Prepayments and others 76,103,576 50,490,780

P326,665,057 P236,228,525
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Other Noncurrent Assets

_ 2014 2013
Mining rights and deferred exploration costs $229,884,041 223,815,832
Deferr_ed project costs 225,271,124 180,755,986
Deposits (see Note 18) 98,611,384 28,500,000
Deferred oil exploration costs 63,372,934 63,372,934
Computer software 24,882,924 16,001,808
Deferred financing costs 17,593,143 167,475,752
Others 5,186,210 8,022,673

664,801,760 687,944,992
Less provision for impairment loss 63,372,934 63,372,934
£601,428,826 P624,572,058

Mining Rights and Deferred Exploration Costs

[n 1997, Aldevinco entered into a Mineral Production Sharing Agreement (MPSA) with the
Republic of the Philippines for the exploration, sustainable development and commercial
utilization of mineral deposits covering 1,547.32 hectares in the Municipalities of Nabunturan and
Maco in Compostela Valley (the Manat Claims).

In 1999, Aldevinco and SECO entered into a joint venture (the Joint Venture), for the purpose of
prospecting, exploring, and developing and mining the Manat Claims. Under the Joint Venture
Agreement, SECO shall conduct exploration works on the Manat Claims. SECO’s participating
interest shall be (a) 25% after completion of certain work program and/or incurring total
expenditures of US$1,000,000; and (b) 50% after completion of certain work program and/or
incurring total expenditure of US$2,250,000. As soon as SECO shall have earned 50%
participating interest, SECO and Aldevinco shall register the joint venture as a partnership with
the SEC to qualify it to hold legal title to the Manat Claims and other properties acquired by the
Joint Venture.

In 2007, ACRMC acquired Aldevinco’s 75% participating interest in the Joint Venture for
2195 million. As at December 31, 2014 and 2013, the participating interests of ACRMC and
SECO in the Joint Venture are 75% and 25%, respectively.

Deferred exploration costs pertain to expenses incurred by ACRMC for the mineral deposits in the
Manat Claims. Exploration costs incurred amounted to P35 million and P29 million as at
December 31, 2014 and 2013, respectively. As at March 27, 2015, the Manat MPSA is still in the

exploration phase.

Deferred Project Costs

Deferred project costs are external and incremental direct internal costs related to the Group’s
energy and power and other development projects. Costs incurred are initially recorded as part of
noncurrent assets and will subsequently be reclassified to construction-in-progress under
“Property, plant and equipment” account once the project reaches certain milestone. Deferred
project costs pertain to the following ongoing projects:

o ZAM 100, ZAM 100 is a coal-fired power plant project with a 100MW capacity in San
Ramon, Zamboanga City (see Note 1). Asat December 31, 2014 and 2013, costs incurred for
this project amounted to 225 million and £188 million, respectively.
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b, SM200. SM 200 is a coal-fired power plant project with a 200MW capacity in Maasim,

Sarangani. Notice to proceed to commence the relevant subcontract works in accordance with
EPC contract was issued to the contractor on December 28, 2012, Project costs incurred as at
December 31, 2012 amounting to B644 million was transferred to construction-in-progress in

2013 (see Note 12). This transaction is treated as non-cash investing activity in the 2013
consolidated statement of cash flows.

¢. Siguil. Siguil hydro powerplant project is a 16.7 MW run-off river with three cascades along
Siguil River in Sarangani Province. The project is composed of a non-overflow concrete
gravity dam. Its hydrology validation study is on-going and the DOE registration
requirements have been completed. As at December 31, 2014 and 2013, costs incurred for
this project pertains mainly to administrative costs, which were recognized as outright
expenses.

d  Others. Other projects also include the Guam Coal project which was fully provided with
allowance for impairment loss, Accumulated provision for impairment loss amounted to P14
million as at December 31, 2014 and 2013. Provision for impairment loss recognized
amounted to B3 million in 2013 and 2012 and which is presented under “General and
administrative expenses” account in the consolidated statements of income (see Note 23).

Computer Software
This account pertains to costs incurred to acquire SAP ERP Financials (SAP) which are being
used by CHC and its subsidiaries. Movements of this account are shown below:

2014 2013
Cost
Balances at beginning of year £19,812,630 P14,914,552
Additions 16,277,678 3,701,167
Translation adjustments (82,613) 1,196,911
Balances at end of year 36,007,695 19,812,630
Accumulated Amortization
Balances at beginning of year 3,810,822 -
Amortization (see Note 25) 7,233,035 3,642.114
Translation adjustments 80,914 168,708
Balances at end of year 11,124,771 3,810,822
Net Book Value £24,882,924 £16,001,808

Deferred Financing Costs

As at December 31, 2014 and 2013, the debt issue costs incurred by the Company amounted to
2929 million. The debt issue costs pertain to the documentary stamp taxes, mortgage fees, legal
and other fees incurred by the Company in relation to the Omnibus Loan and Security Agreement
(OLSA) dated December 12, 2012. Upon drawdown from the loan facility covered by the OLSA,
a portion of the debt issue costs shall be allocated to, and deducted from, the principal drawn

amount to determine the carrying value of the loan. The debt issue costs allocated to the undrawn
facility is presented as “Deferred financing costs”. The allocation shall be based on the amount of
the principal drawn over the total facility. As at December 31, 2014 and 2013, total amount drawn

from the facility amounted to 28,586 million and 22,500 million. Debt issue costs allocated to

drawn facility in 2014 and 2013 amounted to 150 million and 262 million were presented against

long-term debt (see Note 18).
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2014 and 2013 are shown below:

2014 2013
Debt issue costs incurred at beginning of year P229,057,135 £90,112,519
Additions during the year - 138,944,616
Debt issue costs incurred at end of year 229,057,135 229,057,135
Less amount allocated to drawn facility 149,882,616 61,581,376
Deferred financing costs P17,593,143 R167,475,759

Deposits

In 2013, ACR paid B27.5 million, representing 50% downpayment, to a certain individual for the
purchase of fand in Davao with related transaction costs amounting to 2.8 million and

P1.0 million in 2014 and 2013, respectively.

Deferred Qil Exploration Costs

ACR, together with other oil exploration companies, has participated in oil exploration activities
in prior years. Deferred oil exploration relates to the following areas:

2014 2013

Onshore Mindoro - GSEC No. 81 £43,137,619 P43,137,619
Northwest Malampaya - GSEC No. 86 5,959,900 5,959,900
Sibutu Block - GSEC No. 87 5,045,019 5,045,019
Others 9,230,396 9,230,396
63,372,934 63,372,934

Less provision for impairment loss 63,372,934 63,372,934
P P

There have been no activities in various expl

estimates that the carrying amounts of deferred oi

oration areas for some time and management
1 exploration costs may no longer be recoverable.

16. Accounts Payable and Other Current Liabilities

2014 2013

Trade £581,408,965 P511,255,472
Accrued expenses (Notes 17 and 18) 351,596,254 217,298,346
Payable to customers 301,443,388 102,283,835
Qutput tax and withholding tax payable 111,431,676 54,079,075
Advances from customers 23,966,412 25,525,647
Other current liabilities 94,371,909 69,579,232
£1,464,218,604 980,021,607

Trade payables are non

Accrued expenses represent aceruals for vacation and sick leaves, interest, overh

interest-bearing and are normally on a 60 to 75 days term.

ead fees and

utilities. Accrued expenses are normally settled within a year
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In December 2014, the Group determined that the energy fees billed to and collected from
customers for the period May 2013 to December 2014 were overstated. The restatement resulted
in decrease in energy fees by R102 million, decrease in provision for deferred income tax by

P31 million, decrease in consolidated net income by 72 million in 2013, decrease in earnings per
share by 20.01 per share and recognition of “Payable to customers” amounting to 2102 million as
at December 31, 2013. Retained earnings as at January 1, 2014 was also adjusted for the impact
of the adjustment in the 2013 net income.

Other accrued expenses and other current liabilities are noninterest-bearing and have an average
term of 30 days.

7.

Loans Payable

Parent Company

In February 12, 2013, ACR obtained peso and dollar-denominated unsecured short-term loans
from APHC amounting to 2249 million and US$12.0 million (B501 million), respectively, to
finance additional subscription in Sarangani. The borrowings are payable on February 7, 2014
and bear a fixed rate of 6% per annum.

Transaction costs related to the loan amounting to B4 million are presented as contra account to
the principal balance and are amortized over the term of the loan using effective interest rate.
Amortization of transaction costs amounting to 0.4 million in 2014 and 3.5 million in 2013 is
presented as part of “Finance charges” (see Note 26).

Outstanding loans payable to APHC amounted to P794 million as at December 31, 2013, net of
unamortized transaction cost of 0.4 million. The loans payable were fully settled in 2014.

MPC

In 2014, MPC availed of a short-term, unsecured bank loans amounting to 2260 million

($5.8 million). The loans were availed for the purpose of servicing MPC’s operating
requirements, collection and distribution of electricity. Prevailing market rates of the loans ranged
from 4.0% to 4.3%. Outstanding loan balance amounted 2260 million as of December 31, 2014.

18.

Long-term Debt

This account consists of U.S. dollar and Philippine peso-denominated obligations as follows:

2014 2013
Parent Company
U.S. dollar-denominated debt -
Four-year floating rate corporate note P3,286,920,000 P
Four-year fixed rate corporate note 58,141,114 426,146,391
Four-year fixed rate note — 577,135,000
Philippine peso-denominated debt:
Five-year fixed rate restructured debt 27,699,000 49,199,006
Five-year fixed rate accommodated and
restructured debt - 6,164,556

(Forward)
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2014 2013
CHC’s Subsidiaries
WMPC
Three and half-year U.S. dollar-denominated
floating rate note £204,434,286 P405,897,116
Seven-year U.S. dollar-denominated floating rate
note 19,165,714 44,395,000
SPPC
Seven-year U.S. dollar-denominated floating rate
note 100,620,000 156,968,075
Three and half-year U.S. dollar-denominated
floating rate note 52,173,331 81,390,833
MPC
Six-year peso-denominated fixed rate debt 846,450,000 900,000,000
ALC
Five-year peso-denominated fixed rate
restructured debt 53,564,035 85,644,035
Sarangani
Thirteen and half year peso-denominated floating rate
debt 8,585,696,599 2,500,279,215
MADE
Five-year peso-denominated fixed rate
restructured debt 53,706,125 85,826,125
13,288,570,204 5,319,045.346
Less unamortized transaction costs 349,878,386 128,550,305
12,938,691,818 5,190,495,041
Less current portion 590,427,513 454,022,139
Noncurrent portion B12,348,264,305 P£4,736,472,902
Movement in the unamortized transaction costs is as follows:
2014 2013
Balances at beginning of year P128,550,305 R73,180,108
Additions 310,988,013 88,718,073
Amortization (see Note 26) (89,659,932) (33,347,876)
Balances at end of year B349,878,836 P128,550,305

Parent Company
The loans of the Parent company consist of the following:

US$73.5 million Loan Facility Agreement - On October 24, 2014, the Parent Company entered
into a US$73.5 million Loan Facility Agreement with various banks with an intention to
finance payment of the Parent Company’s existing indebtedness and to fund general business
expenses and working capital requirement. Total proceeds from the loan amounted fo US$70
million in 2014. The loan bears interest equivalent to a percentage rate per annuri which is
the aggregate of the applicable Margin and LIBOR. The following are the salient features of

the loan:

o Maturity Date - Principal is payable in full at maturity which is three years from the date
of the loan facility agreement.
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Mandatory Prepayment - Prior to maturity date, the Parent Company shall pay the loan,

in full or in part (as applicable), upon happening of any of the following:

- Change of control when: (i} AC, APHC and ADIC (collectively called “Sponsors™ in
the loan facility agreement) collectively ceasing to legally and beneficially own,
directly or indirectly at least 51% of the issued share capital of the Company; (i1}
Sponsors collectively ceasing to have the power (whether by way of ownership of
shares, proxy, contract, agency or otherwise) to: (A) cast, or control the casting of,
more than 51% of the maximum number of votes that might be cast at a general
meeting of the Parent Company; (B} appoint or remove all, or the majority of, the
directors or other equivalent officers of the Parent Company; (C) give directions with
respect to the operating and financial policies of the Parent Company with which the
directors or other equivalent officers of the Parent Company are obliged to comply;
(iii) the Parent Company ceasing to legally and beneficially own, directly or indirectly
(A) 100% of the issued share capital of CHC; and (B) at least 20% of the issued share
capital of APHI and (iv) CHC ceasing to legally and beneficially own, directly or
indirectly (A) at least 80% of the issued share capital of APHI; and (B) at least 51% of
the issued share capital of MPC.

- Material asset sale which means: (i) any sale, transfer or other disposal of shares in
Sarangani by the Parent Company to Toyota, so long as the consideration received is
solely used to finance other power projects in material subsidiaries which the Parent
Company controls and of which the Parent Company beneficially owns, directly or
indirectly, more than half the issued share capital; and (ii) any sale, lease, transfer or

other disposal not permitted by the loan facility agreement.

The loan has embedded derivatives arising from voluntary prepayment option where the
Parent Company, may at its option, prepay the loan in full or in part, together with any
accrued interest thereon, subject to the following conditions: (i) the Parent Company shall
give written notice to The Bank of New York Mellions, Singapore Branch not less than 10
days prior to proposed prepayment date; and (ii) the loan may be prepaid only after the
last day of the period from and including the date of the loan facility agreement to and
including the date falling 150 days from and including the date of the loan facility
agreement, The embedded derivative in the loan was assessed by the Parent Company o
be closely related, thus was not qualified for bifurcation based on the provisions of

PAS 39.
The Parent Company shall maintain the following financial ratios:

- Leverage ratio, ratio of total debt to tangible net worth, in respect of any relevant
period shall not at any time exceed 2.33:1.00.

. EBITDA/ interest ratio in respect of any relevant period shall not be less than the ratio
set out against the corresponding calculation date below:

Calculation Date Ratio
Each Calculation Date falling between the period 4.50:1.00
commencing on the date of this Agreement and ending on
and including 31 December 2014
Each Calculation Date falling after 31 December 2014 until ~ 3.50:1.00
and including 31 December 2015
Each Calculation Date falling after 31 December 2015 2.50:1.00

(AT
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As required in the loan agreement, the Parent Company deposited 48.2 million into an
interest reserve account in 2014 (see Note 15). Throughout the term of the loan, the interest
reserve account is required to have a balance of not less than the aggregate amount of interest
falling due for payment in the next interest payment date.

In 2014, the transaction costs representing fees, taxes and other charges incurred in obtaining
the loan amounting to 155 million were deferred and amortized over 36 months using the
effective interest rate. These transaction costs are presented as contra account to the principal
balance of the loan. Amortization of transaction costs amounting to £11 million in 2014 is
presented as part of “Finance charges” (see Note 26).

Outstanding loan from the loan facility agreement amounted to 3,143 million (net of
unamortized transaction costs of 2144 million) as at December 31, 2014.

US$65 million Loan Facility Agreement - On May 24, 2012, the Parent Company entered into
a US$65 million Loan Facility Agreement with APHC to finance the construction of the
Sarangani Project (see Note 1). The loan bears 6% interest payable semi-annually starting six
months from the initial drawdown date up to maturity date of the loan. The following are the
salient features of the loan:

e  Maturity Date - Principal is payable in full at maturity which is the earliest of (i) 4 years
from date of initial drawdown; (ii) commercial operation date of Sarangani; or, (iii) the
date of issuance of the takeover certificate to Sarangani for the project. The Parent
Company assessed that the commercial operation date of Sarangani will be the earliest
among the three dates. The commercial operation of Sarangani is expected to commence
in August 2015.

o Mandatory Prepayment - Prior to maturity date, the Parent Company shall pay the Joan,
in full or in part (as applicable), within fifteen (15) days from the happening of any of the
following: (i) a follow-on offering, payment or subscription transaction involving new
common shares of Parent Company; (i) initial public offering or trade sale of the investee
companies of Parent Company, which shall include Sarangani or any investee that may in
the future, be created or owned by Parent Company; or (iii) dividends are received by
Parent Company from the investee companies mentioned in (ii), unless APHC may allow
Parent Company to use dividends received by it to service its existing loan obligations,
instead of a mandatory prepayment on the loans in this Agreement.

e The loan has embedded derivatives as follows:

»  Voluntary Prepayment Option — the Parent Company, may at its option, prepay the
joan in full or in part, together with any accrued interest thereon, subject to the
following conditions: (i) the Parent Company shall give APHC written notice not less
than 30 days prior to proposed prepayment date; (ii) any prepayment shall be made
on an interest payment date; (iii) each partial prepayment shall be for a minimum
amount of 100 million and in integral multiples thereof; (iv) any amount may not be
reborrowed; and (v) any amount prepaid shall be free and clear of, and without
deduction for or on account of taxes.

. Conversion and Exchange Options — In lieu of cash settlement upon mandatory and
voluntary prepayment, APHC has the option to convert and/or exchange the
outstanding principal amount including any accrued interest, anytime beginning
12 months from initial drawdown date, to the Parent Company’s common shares
and/or Sarangani common shares. With respect to the conversion of the foan to Parent
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Company’s common shares, the conversion price shall be determined using the 12-
month volume weighted average price of Parent Company common shares
immediately prior to the date of the Loan Facility Agreement and in which case shall
give APHC of up to a maximum of 20% effective voting shares in Sarangani.
Conversely, with respect to the exchange of loan to Sarangani common shares, the
exchange price shall be based on the par value of Sarangani’s common share and in
which case shall give APHC of up to a maximum of 20% interest in Sarangani’s
issued and outstanding common shares at the date when the exchange option is
exercised.

e The amount due under mandatory and voluntary prepayment shall be equivalent to such
amount that will result to APHC receiving yield to redemption of 13.5% based on the
principal amount of the loan to be prepaid.

o Negative Covenants — ACR is subject to certain negative covenants which require prior
approval of APHC for specified corporate acts, such as dividend declarations, amendment
of articles of incorporation and by-laws, incurrence of additional debt and sale or disposal
of a substantial portion of their assets, among others. In addition, ACR is also required to
maintain certain financial ratios.

On May 24, 2012, the Exchange Option under APHC-ACR Loan Facility Agreement has been
assigned by APHC to its Lender Bank in accordance with the Omnibus Loan and Security
Agreement (OLSA) entered into by APHC with the local bank.

The embedded derivatives in the loan were assessed by the Parent Company as for bifurcation
based on the provisions of PAS 39 and thus, were accounted for separately as single
compound derivative. The Parent Company determined the value of the compound embedded
derivatives using the binomial model which is a standard option pricing model. The Parent
Company recognized derivative liability from compound embedded derivatives amounting to
228 million and 238 million as at December 31, 2014 and 2013, respectively. Mark-to market
gain of 10 million in 2014 and mark-to market loss of B16 million in 2013 are recognized in
the consolidated statements of income as component of “Other income {charges) ” (see Note
27). The derivative liability is presented as part of the current liabilities in the consolidated
balance sheets.

The transaction costs representing fees, taxes and other charges incurred in obtaining the loan
amounting to 877 million were deferred and amortized over 36 months using effective interest
rate. These transaction costs are presented as contra account to the principal balance of the
loan. Amortization of transaction costs amounted to #44 million and B22 million in 2014 and
2013, respectively, and is presented as part of “Finance charges” (see Note 26).

in 2014 and 2013, additional drawdown by the Parent Company amounted to US$1.3 million
(258 million) and US$2.5 million (B110 million), respectively. No related transaction cost
was recognized in 2014 and 2013.

In compliance with PAS 39, the loan was initially recognized at fair value. Accretion on the
loan using effective interest rate amounted to £6 million and £2 million in 2014 and 2013,
respectively, were recognized to bring the loan at the amount at the expected settlement date
(see Note 26).

Loans payable to APHC amounted to P58 million and 2380 million (net of unamortized
transaction costs of P44 million) as at December 31,2014 and 2013, respectively.
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As at December 31, 2014 and 2013, the Parent Company is in compliance with the terms of its
loan covenants.

c. OnlJuly 26,2013, .the Parent Company entered into a US$13 million loan agreement to
finance the acquisition of the 40% of the capital stock of CHC from EGCO. The loan bears a
fixed rate of 4.44% per annum, based on the outstanding principal, payable semi-annually in
arrears.

Transaction cost incurred in obtaining the loan amounting to 28 million were deferred and
amortized over 48 months using the effective interest rate. Amortization of transaction costs
amounted to B7 million and B1 million in 2014 and 2013, respectively, is presented as part of
“Finance charges” (see Note 26). The loan was secured by collateral of the Parent Company’s
0.8 million common shares and 1 million preferred shares of stock in CHC and assignment of
dividends relating to the said shares of stock.

d. Short-term bank borrowings amounting to R145 million as at December 31, 2010, which bear
annual interest using a base rate of 8% was approved for restructuring in December 2010.
The creditor approved the restructuring and partial settlement of this loan as follows:

(i) B85 million of which is restructured to be paid quarterly over five years until
September 2015 with 6% interest per annum, and (ji) the balance is to be settled through
dacion en pago.

In October 2011, the compromise settlement agreement and the deed of assignment have been
notarized. Accordingly, the restructured loan amounting to P85 million has been reclassified
to long-term debt. Outstanding balance of restructured loan amounted to #28 million and
P49 million as at December 31, 2014 and 2013, respectively.

e. Bank loans of B6 million as at December 31, 2013 which were accommodated for and on
behalf of an affiliated Parent Company and were restructured in 2008, are payable in twenty
(20) quarterly amortizations up to 2014 with annual interest rate fixed at 8%. The loan was
paid in full in 2014.

f Bank loans of R181 million as at December 31, 2012, which were accommodated for and on
behalf of an affiliated company and were restructured in 2007, are payable in twenty seven
(27) quarterly amortizations up to 2014 with interest rate of 3% over 90-day T-bill rate subject
to quarterly repricing. The long-term debt is secured by a pledge of the Parent Company’s
1.6 million shares of stock in CHC and all shares of stock in ACRMC. The bank loan was

fully settled in 2013.

Accrued interest of the Parent Company’s loans amounted to B33.9 million and £20.1 million as at
December 31, 2014 and 2013, respectively (see Note 16).

CHC’s Subsidiaries

WMPC. In 2008, WMPC obtained a U.S. dolar-denominated loan amounting to US$4 million
from a local bank under the amended OLSA to finance the maturing obligations with the syndicate
lender banks. The loan bears an annual interest rate equal to LIBOR plus 2% and is subject to
quarterly repricing. These are payable on a quarterly basis up to August 14, 2015, Outstanding
balance of this loan amounted to 19 million (US$0.4 million) and P44 million (US$1.0 million)
as at December 31, 2014 and 2013, respectively.

On February 14,2012, WMPC obtained additional US-dollar denominated loan amounting

$16 million from a local bank representing the remaining balance of the term loan facility under
the OLSA. The additional loan bears an annual interest rate equal to LIBOR plus 3.375% and is
subject to semi-annual repricing. The additional loan is payable on a semi-annual basis up to
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August 14, 2_01 5. Outstanding balance of this loan amounted to 2204 million (US$4.6 million)
and 406 million (US$9.1 million) as at December 31, 2014 and 2013, respectively.

SPPC. On July 15,2009, SPPC obtained a U.S. dollar-denominated loan amounting to

US$9.0 million from a local bank under the OLSA to finance the maturing obligations with the
syndicate lender banks. The loan bears an annual interest equal to LIBOR plus 1 year credit
defanlt swap and 2% per annum spread. The loan is payable on a quarterly basis up to

July 15, 2016. Outstanding balance of this loan amounted to 2101 million (US$2.3 million) and
£157 million (US$3.5 million) as at December 31, 2014 and 2013, respectively.

On January 31, 2012, SPPC obtained additional US dollar-denominated loan amounting to

$3.0 million from a local bank representing the remaining balance of the loan facility under the
OLSA. The additional loan is subject to the same interest on the initial loan and is also payable on
a quarterly basis up to July 15, 2016. Outstanding balance of this loan amounted to 52 million
(US$1.2 million) and P81 million (US$1.8 million) as at December 31, 2014 and 2013,
respectively.

Under the terms of the OLSAs, WMPC and SPPC are subject to certain negative covenants which
require prior approval of the creditors for specified corporate acts, such as dividend declarations,
amendment of articles of incorporation and by-laws, incurrence of additional debt and sale or
disposal of a substantial portion of their assets, among others. In addition, WMPC and SPPC are
also required to maintain certain financial ratios. As at December 31, 2014 and 2013, WMPC and
SPPC are in compliance with the loan covenants.

The OLSA contains an embedded prepayment option where WMPC and SPPC may prepay the
loan in whole or in part provided certain conditions are met, which include the following, among
others:

e Each partial prepayment are in integral multiples of US$1 million;

e No prepaid amount may be re-borrowed; and

e The entity shall pay a prepayment penalty of one percent (1%) based on the amount of the
principal to be prepaid.

WMPC and SPPC determined using the Binomial Model of valuation that the prepayment option
is insignificant as at December 31, 2014 and 2013,

MPC. On July 15, 2013, MPC entered into a fixed interest rate long-term OLSA amounting to
2900 million from a local bank. The loan is payable in 11 semi-annual principal amortizations
beginning immediately at the end of August 16, 2014, the first year from loan draw down, up to
August 16, 2019. Interest is computed as the sum of the spread and the applicable benchmark
rate, based on outstanding facility amount, and calculated on the basis of the actual number of
days elapsed in a year of 360 days. The fixed rate shall be subject to a floor rate of 6.25% per
annum, excluding gross receipt tax. The interest is payable every six months reckoned from
August 16, 2013, the initial draw down date.

On August 16, 2013, MPC made the first draw down on the loan amounting to £800 million. The
remaining loan balance amounting to £1 00 million was fully drawn on October 31, 2013.

MPC is subject to certain negative covenants which require prior approval of the creditors for
specified corporate acts, such as dividend declarations, amendment of articles of incorporation and
by-laws, incurrence of additional debt and sale or disposal of a substantial portion of their assets,
among others. MPC is also required to maintain certain financial ratios. As at December 31, 2014
and 2013, MPC is in compliance with the loan covenants.
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The OLSA contains derivatives (prepayment option and interest rate floor from commitment date
to drawdown date. MPC assessed that the embedded derivatives are not required 1o be separated
from the facility (host contract) as at December 31, 2014.

Under the terms of the OLSAs, MPC, SPPC and WMPC shall provide collateral security which
shall consist of mortgage on its property, plant and equipment, including assignment of their rights
from the project agreements with NPC. The carrying amount of the property, plant and equipment
mortgaged as collateral amounted to $493 million ($11 million) and 1,833 million ($41 million)
as at December 31, 2014 and 2013, respectively (see Note 12).

Outstanding balance of the loan amounted to P46 million and 2900 million as at December 31,
2014 and 2013 as at December 31, 2014 and 2013, respectively.

ALC

ALC’s loan which is due in 2003 but extended while in the process of restructuring into a new
long-term loan amounting to #184 million as at December 31, 2009, had undergone restructuring
on November 2, 2010. The balance of the restructured loan amounted to 54 million and

286 million as at December 31, 2014 and 2013, respectively, and is due to be payable quarterly in
five years. The restructuring of the loan does not warrant derecognition of the old financial
liability and recognition of a new one since there is no substantial modification on the loan
agreement. This loan bears an annual interest rate of 5% in 2014 and 2013.

The loan is collateralized by mortgage trust indenture and real estate mortgage on the ALC’s land
and buildings and improvements with carrying amount of 125 million as at December 31, 2014
and 2013 (see Note 10). Outstanding balance of the loan amounted to 54 million and

P86 million as at December 31,2014 and 2013 as at December 31, 2014 and 2013, respectively.

Sarangani
On December 12, 2012, Sarangani obtained a financing facility consisting of a syndicated term

loan in the aggregate principal amount of 29,300 million broken down as follows: (1) Series !
Loan in the principal amount of up to £8,600 million for the construction of the Phase 1 100-MW
coal-fired power plant and its common or shared areas and facilities; and (2) Series 2 Loan in the
principal amount of up to 700 million for the construction of the transmission line (see Note D).
Sarangani should pay interest semi-annually at the rate equal to the higher of (a) PDST-F
benchmark bid yield for five-year treasury securities plus 3.5% spread per annum, or (b) 7.5%
floor rate, for the first five (5)-year period commencing from the date of initial borrowing; and
thereafter, to be adjusted based on the higher of (a) interpolated PDST-F benchmark bid yield for
eight and one-half (8 1,)-year treasury securities plus 2.75% spread per annum, or (b) interest rate
applicable on the initial borrowing.

Under the OLSA, Sarangani shall create and constitute in favor of the collateral trustee real estate
mortgage, which includes eight parcels of land registered in the name of KAED, and one parcel of
land registered in the name of Sarangani. The nine parcels of land have an aggregate area of
297,000 square meters and comprise the plant site of the Project. Further, chattel mortgage shall
consist of office and transportation equipment with a total value of 262 million. In addition to the
collaterals, the shares of stocks in Sarangani registered under the names of ACR and TTC
representing 100% of its outstanding capital stock have been pledged in favor of the collateral
frustee.
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Sarangani’s long-term debt is shown below:

As at December 31, 2014:

Series | Series 11 Total
Long-term debt P7,782,830,796 P802,865,803 $8,585,696,599
Less unamortized debt issue costs 154,681,103 38,131,850 192,812,953

£7,628,149,693 £764,733,953  18,392,883,646

Asg at December 31, 2013:
Series [ Series 11 Total
Long-term debt £2,461,779,215 $£38,500,000 $£2,500,279,215
Less unamortized debt issue costs 35,145,800 23,547,535 58,693,335

£2,426,633,415 214,952,465 P2,441,585,880

Interest expense and amortization of debt issue costs were capitalized as part of “Construction-in-
progress” under the property and equipment account (see Note 12). The rates used to determine
the amount of borrowing costs eligible for capitalization were 7.98% to 8.00% in 2014 and 7.96%
t0 7.99% in 2013, which are the effective interest rates of the specific borrowings. Accrued
interest as at December 31, 2014 and 2013 amounted to 2128 million and £37 million.

The following are the capitalized interest expense and amortization:

2014 2013
Interest expense R677,657,271 P113,445,812
Amortization of debt issue costs 15,762,998 2,888,041

£693,420,269 £116,333,853

As at December 31, 2014 and 2013, Sarangani is in compliance with the terms of its loan covenant,

MADE
Principal amortizations of certain loans amounting to #2381 million as at December 31, 2009

became due and demandable but have not been paid as at their due dates. In 2010, these

£97 million loan were seitled and the balance of 184 million was restructured to be payable
quarterly in five years until 2015. Interest is fixed at 5% p. a. payable quarterly in arrears. The
balance of the restructured loan amounted to 54 million and 86 million as at December 31, 2014
and 2013, respectively. The loan is collateralized by mortgage agreements on real estate
properties of ALC (see Note 10).

19.

Asset Retirement Obligation

Under their ECC, SPPC and WMPC have an obligation to decommission or dismantle its power
plant complex at the end of the useful lives of the power plant assets. In this regard, SPPC and
WMPC established a provision to recognize their estimated liability for the dismantlement of their
power plant complex. Movements in asset retirement obligation follow:

2014 2013
Ralances at beginning of year £78.801,367 P69,558,363
Effects of change in estimate and discount rate (18,964,355) 3,264,462
Accretion (see Note 26) 7,332,562 5,978,542

Balances at end of year 267,169,574 P78.801,367
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The actual decommissioning cost could vary substantiaily from the above estimate because of new
regulatory requirements, changes in technology, increased cost of labor, materials, and equipment

and/or actual time required in completing all decommissioning or dismantling activities.

The Company assesses the best estimate of cash flows required to settle the obligation on an
annual basis. The changes in estimate resulted to a decrease in asset retirement obligation by
P19 million in 2014 and an increase by B3 million in 2013,

20.

Related Party Transactions

Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and operating
decisions. Related parties include (a) enterprises that directly, or indirectly through one or more
intermediaries, control or are controlled by, or are under common contro! with, the Group;

(b) associates; and (¢) individuals owni
the Group that gives them significant in

any such individual.

ng directly, or indirectly, an interest in the voting power of
fluence over the Group and close members of the family of

Affiliate refers to an entity that is neither a parent, subsidiary, nor an associate, but has
stockholders common to the Group or under common control.

Transactions with related parties pertain mainly to cash advances and reimbursements of expenses.
Qutstanding related party balances are generally settled in cash. The table below shows the details
of the Group’s transactions with related parties.

Due from
Related Parties
Related Party Advances (see Note 8) Terms Conditions
Major stockholders 2014 $179,218,128 $£2,626,965,900 30 days, noninterest- Partly sccured,
2013 1,337417,112 2,899,051,932 bearin no impairment
2012 189,859,037 1,561,634,820 & P
Subsidiaries of 2014 59,739,376 49,654,432 ; :
major 2013 18,186,855 42,945,048 30 days, nomg;r:i;l Unsecured, no impairment
stockholders 2012 36,163,212 26,626,478 &
Affiliates 2014 29,869,688 268,070,204 304 interest
2013 91,621,071 266,017,408 ays, "0"‘2 erest- Unsecured, no impairment
2012 51,789,517 421,826,247 earing
Total 2014 P268,827,192 £2,944,690,536
2013 1,447,225,038 3,208,014,388
2012 277,811,766 2,010,087,545

The outstanding advances to major st
Group in favor of the stockholders, w

December 31, 2014 and 2013, respectively.

The Parent Company guarantees the oblig
Operational Performance
answer for the liabilities th

Performance Bonds.

Bonds in accorda

ockholders include accommodated loans entered into by the
hich amounted to BS54 million and £92 million as at

ations of SPPC and WMPC with NPC under the
nce with the terms and conditions of the ECAs and to
at SPPC and WMPC may incur in connection with the said
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Compensation of Key Management Personnel

. 2014 2013 2012
Salaries and wages P38,398,515 £46,225,562 P43,836,816
Retirement benefits costs 3,510,296 1,478,007 1,966,864

£41,908,811 P47,703,569 45,803,680

21. Equity

Capital Stock

2014 2013
No. of shares Amount No. of shares Amount

Authorized

Common stock - B1 par value 11,945,000,000 R11,945,000,000 11,945,000,000 Pl 1,945,000,000
Preferred stock - B0.01 par value 5,500.,000,000 55,000,000 5,500,000,000 55,000,000

£12,000,000,000 £12,000,000,000

Common Shares

Issued and outstanding 6,291,500,000 P6,291,500,000 6,291,500,000 P6,291,500,000
Preferred Shares

Subscribed 5,500,000,000 55,000,000 5,500,000,000 55,000,000
Subscriptions receivable (32,816,667) (37,216,667}

$6,313,683,333 B6,309,283,333

On May 24, 2011, SEC approved the amendment of the Articles of Incorporation of ACR creating
a class of preferred shares, by reclassifying 55,000,000 unissued common shares with a par value
of £1.0 per share into 5,500,000,000 redeemable preferred voting shares with a par value of £0.01
per share.

The redeemable preferred shares have the following features:

a. Redeemable preferred shares may only be issued or transferred to Filipino citizens or
corporations or associations at least 60% of capital of such corporations or associations is
owned by Filipino citizens.

b. Holders of redeemable preferred shares are entitled to receive, out of the unrestricted retained
earnings of ACR, cumulative dividends at the rate of 8% per annum of the par value of the
preferred shares, before any dividends shall be paid to holders of the common shares.

c. ACR may, by resolution of the BOD, redeem the preferred shares at par value. ACR will
redeem the preferred shares at par value (i) when the foreign equity limits to which ACR is
subject to shall have been removed; and (ii) ACR is not engaged in any other activity likewise
reserved exclusively to Filipino citizens, or corporations or associations at least sixty percent
(60%) of whose capital is owned by Filipino citizens that would otherwise require ACR to
maintain the ownership of the preferred shares by such Filipino citizens. The preferred shares
when redeemed will not be retired, and may be reissued upon resolution of the BOD.
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d. In the event of dissolution or liquidation, holders of redeemable preferred shares are entitled to
be paid in full, or pro-rata insofar as the assets and properties of ACR will permit, the par
value of each preferred share before any distribution shall be made to the holders of common
shares, and are not entitled to any other distribution.

All common and preferred shares have full voting rights.

On February 4, 2013, Alcorp subscribed 5,500,000,000 preferred shares with par value of 20.01
per share, from unissued authorized preferred shares of the Company. On the same date, Alcorp
paid 213.8 million for 25% of subscription price of £55.0 million. As at December 31,2014 and
2013, subscriptions receivable from Alcorp amounted to £32.8 million and £37.2 million, net of
the 8% dividends declared for preferred shares in 2014 and 2013, respectively.

The following summarizes the information on the Parent Company’s registration of securities
under the Securities Regulation Code:

Date of SEC Authorized No. of  Issue/Offer
Approval Activity Common Shares  Shares Issued Price
1993 Initial Public Offering 12,000,000,000 6,291,500,000 Bl

2011 Conversion of unissued common
shares to redeemable preferred shares (55,000,000) - -

11,945,000,000  6,291,500,000

As at December 31, 2014 and 2013, the Parent Company has 470 and 482 stockholders,
respectively.

Retained Earnings
On May 4, 2012, the BOD approved the appropriation of #850.0 million of its retained earnings as

at December 31, 2011, for its equity contributions to the following projects:

Amount Timeline

Project Name Nature/Project Description (In millions) (Year)
SM2001 &2 Phase 1 of the 200 M'W coal-fired power plant in

Maasim Sarangani £400 2015
ZAM100 Construction of 105 MW coal-fired power plant in

San Ramon, Zamboanga City 150 2016
IDPP1 &2 Rehabilitation of 108 MW diesel plant in Iligan City 200 2013
Siguil Hydro-electric power in Maasim, Sarangani 35 2017
Bago Hydro-electric power in Negros Occidental 15 2019
SMI400 400 MW coal-fired power facility for future power

requirements of the Tampakan copper-gold mine

in South Cotabato 50 2019

B850
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On March 28, 2914, the BOD approved additional appropriation of 850.0 million of the Parent
Company’s retained earnings as at December 31, 2013 for its equity contribution to the following
projects:

‘ Amount Timeline
Project Name Nature/Project Description {In millions) {Year)
SM2001 &2 Phase 2 of the 200 MW coal-fired power plant in

Maasim Sarangani P600 2015
ZAMI100 Construction of 105 MW coal-fired power plant in

San Ramon, Zamboanga City 150 2017
Siguil Hydro-electric power in Maasim, Sarangani 35 2017
Bago Hydro-electric power in Negros Occidental 13 2019
SMI4H) 400 MW coal-fired power facility for future power

requirements of the Tampakan copper-gold mine

in South Cotabato 50 2019

P850

The P200 million previously appropriated for IDPP 1 & 2 in 2012 has been reallocated to SM200
Phase 2.

The retained earnings are restricted from being declared as dividends to the extent of the
appropriation for equity contribution to the foregoing projects.

The dates of declaration, record and payment of cash dividend amounting to £0.016 per share
equivalent to 101 million in 2014 and 2013 payable to all stockholders are as follows:

Year Date of Declaration Date of Record Date of Payment
2014 May 23,2014 Tune 30, 2014 July 24,2014
2013 March 21, 2013 May 23, 2013 June 14, 2013

Dividends on preferred shares amounting to 4 million in 2014 and 2013 were applied against the
Parent Company’s subscriptions receivable from Alcorp.

The share of non-controlling interests on the dividends declared by subsidiaries amounted to
2382 million and 2595 million in 2014 and 2013, respectively.

The retained earnings is further restricted for dividend declaration to the extent of the following:

e Undistributed earnings of subsidiaries amounting to #222 million and 2218 million as at
December 31, 2014 and 2013, respectively.

e Mark-to-market gain on embedded derivatives amounting to 10 million in 2014

Other Equity Reserves — Acquisition of Non-controlling Interest

On July 2, 2013, the Parent Company entered into a Share Purchase Agreement to acquire 40%
interest in voting shares of CHC, increasing its ownership to 100%. Cash consideration paid on
August 1, 2013 amounted to P528 million (US$12.16 million). The carrying value of the net
assets of CHC was P2,456 million (US$38.97 million). Following is the schedule of additional
interest acquired in CHC in 2013:

Carrying vajue of the additional interest in CHC R982,232,166
Cash consideration paid to non-controlling inferest (527,910,397)

Excess of book value of non-controlling interest acquired over
acquisition cost P454.321,769
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The excess of book value of non-controlling interest acquired over acquisition cost was recognized

in equity as follows:

Absorbed cumulative translation adjustment from acquired non-

controlling interest

Included as part of other equity reserves

£3038,841,072
145,480,697

P454,321,769

As at December 31, 2014 and 2013, other equity reserves consist of the following:

2014
Remeasure- Equity
ment Reserves —
Gains Unrealized Acquisition
(Losses) on Gains (Losses)  Cumulative of Non-
Defined on AFS  Translations controiling
Benefit Plan  Financial Assets  Adjustments Interest Total
Balances at beginning of year £1,558,367 P238,754,589 P1,575,034,794 145,480,697 R1,750,828,447
Actuarial gains, net of tax 3,929,480 - - - 3,929,480
Loss on fair valuation of
AFS financial assets, net of
tax - (86,998,124) - - (86,998,124)
Translation adjustments - - (54,755,323) —  {54,755,323)
Balances at end of year 5,487,847 (B58,243,535) ¥1,520,279,471 P145,480,697 £1,613,004,480
2013
Remeasure- Equity
ment Reserves —
Gains Unrealized Acquisition of
(Losses) on  Gains (Losses) on Cumulative Non-
Defined AFS  Translations controlling
Benefit Plan  Financial Assets  Adjustments Interest Total
Balances at beginning of year (B3,816,281) B35,495,598 P1,093,631,739 P-P1,125,311,056
Acquisition of non-controlling
interest - - 108,841,072 145,480,697 454,321,769
Disposal of a subsidiary 9,565,251 - - - 9,565,251
Actuarial losses, net of tax (4,190,603) - - - (4,190,603}
Loss on fair valuation of
AFS financial assets, net of
tax - (6,741,009) - - (6,741,009)
Translation adjustments - — 172,561,983 - 172,561,583
Balances at end of year P1,558,367 P28,754,589 P1,575,034,794 P145,480,697 £1,750,828,447

Earnings Per Share (EPS) Attributable to Equity Holders of the Parent

2013
2014 (Note 16) 2012
Net income attributable to equity
holders of the parent 359,040,865 P395,274,191 B509,115.794
Divided by the average number of
common shares outstanding
during the year 6,291,500,000 6,291,500,000 6,291,500,000
Basic/Diluted EPS B0.057 £0.063 P0.081
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22. Cost of Services

The Group’s cost of services from continuing operations are as follows:

2014 2013 2012
Spare parts P2,510,512,188 P1,175,951,709 R169,476,985
Depletion, depreciation and
amortization (see Note 25) 779,980,202 657,826,244 580,630,542
Insurance expense 76,337,222 62,985,643 46,366,771
Personnet costs
(see Notes 24 and 28) 66,996,869 55,142,427 45,811,998
Repairs and maintenance 48,536,775 16,219,386 15,570,586
Contracted services (see Note 34) 2.901,365 2,759,941 3,432,544
Property administration 1,992,553 1,947,062 2,189,303
Purchased power and utilities
(see Note 34) - 335,754 279,777
Others 49,676,200 5,308,870 11,520,183
P3,536,933,374 P1,978,477,036 875,278,689

23. General and Administrative Expenses

The Group’s general and administrative expenses from continuing operations are as follows:

2014 2013 2012
Personnel costs (see Notes 24 and 28)  £130,983,353 121,986,495 P89,614,782
Taxes and licenses 112,095,106 29,585,818 37,126,682
Qutside services 49,375,668 55,575,128 44,548,238
Depreciation and amortization
(see Note 25) 34,395,784 22,802,261 13,412,671
Customer relations 19,146,369 11,225,289 10,546,587
Transportation and travel 17,386,575 22,013,011 15,285,526
Deficiency taxes 16,972,467 - -
Utilities 15,851,149 58,529,586 55,397,498
Telephone, telegraph and postage 8,723,736 5,808,156 4,345,382
Supplies 7,348,282 2,313,423 1,256,534
Directors and executive fees
and bonuses 3,099,000 6,546,843 6,571,947
Commissions 1,089,983 1,391,839 3,049,240
Insurance 997,569 917,236 877,581
Representation 599,460 2,813,998 978,332
Gas and oil 486,958 245,714 162,737
Management fees — - 53,568,600
Provisions for impairment on:
Deferred project costs
(see Note 15) - 2,849,457 2,849,457
Trade and other receivables
(see Note 8) - - 20,000,000
Short-term cash investments
(see Note 7) - - 3,968,330
Others 48,760,795 18,180,992 9,880,555

P467,312,254

B362,875,246 £373,440,679
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Manggement fees ip 2012 represent AIL’s payment to its stockholders, Electricity Generating
Put?ilc Coq]pany Limited (EGCO) and Tomen Power (Singapore) Pte. (Tomen), for their
assistance in rendering technical and operational expertise and maintenance services to AIL’s

customers.

24. Personnel Costs

The Group’s personnel costs from continuing operations are as follows:

2014 2013 2012
Cost of services (see Note 22) £66,996,869 P55,142,427 245,811,998
General and administrative expenses
(see Note 23) 130,983,353 121,986,495 89,614,782
£197,980,222 £177,128,922 P135,426,780
2014 2013 2012
Salaries, wages and bonuses £156,990,170 P136,987,000 P116,230,531
Retirement benefits costs
{(see Note 28) 8,918,489 12,370,178 6,157,131
Other employee benefits 32,071,563 27,771,744 13,039,118
P197,980,222 P2177,128,922 P135,426,780
25. Depletion, Depreciation and Amortization
2014 2013 2012
Cost of services (see Note 22} B779,980,202 P657,826,244 P580,630,542
General and administrative expenses
(see Note 23) 34,395,784 22,802,261 13,412,671
Discontinued operations (Note 30) - 25,502,780 28,799,619
£814,375,986 P706,131,285 622,842,832
Property, plant and equipment
(see Note 12) P306,626,460 P699,085,637 618,353,329
Amortization of software costs
(see Note 15) 7,233,035 3,642,114 -
Investments in real estate
(see Note 10) 516,491 3,403,534 4,489,503
£§14,375,986 B706,131,285 P622,842 832
26. Finance Charges
2014 2013 2012
Interest on long-term debt and loans
payable {see Notes 17 and 18) P£103,034,700 B74,042,967 £62,751,817
Accretion of discount on:
Asset retirement obligation
(see Note 19) 7,332,562 5,978,342 4,094,618
Long-term debt (see Note 18) 6,112,193 2,471,199 1,330,420
Customers’ deposit - - 245,976
Amortization of transaction costs
{see Notes 17 and 18) 90,089,293 36,880,089 15,502,662
P206,568,748 B119,372,797 284,290,660
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27. Other Income (Charges)

2014 2013 2012
Input VAT income £98,505,580 £92,511,632 P85,133,033
Foreign exchange gain (loss) - net (14,043,712) (46,485,190) 13,756,787
Mark-to-market gain (loss) on
derivative liability (see Note 33) 10,328,044 (16,377,924) (11,632,044)
Recovery of impairment losses on
real estate inventories due to sale
(see Note 10) 3,946,795 4,140,654 17,108,236
Equity in net losses of an associate
(see Note 11) {1,279,357) (100,920,763) -
Dividend income 566,720 566,720 567,070
Gain on sale of equipment 416,910 356,577 362,956
Development fee (see Note 1) - - 236,095,000
Reversal of allowance for
impairment loss (see Note 10) - - 72,066,280
Income from insurance claim
(see Note 12) - - 4,415,639
Income from reversal of estimated
liquidation expenses
(see Note 1) - - 956,400
Qthers 10,861,583 17,226,305 4,714,742
£109,302,563 (P48,981,949) P423,544,149

28, Retirement Plans

The Parent Company and ALC have unfunded, noncontributory defined benefit retirement plans
while SPPC, WMPC, and AMPC have funded, noncontributory defined benefit retirement plans
covering all their qualified employees. Retirement benefits are dependent on the years of service
and the respective employee’s compensation. The Group’s latest actuarial valuation report is as at
December 31, 2014.

Under the existing regulatory framework, Republic Act 7641, requires a provision for retirement
pay to qualified private sector employees in the absence of any retirement plan in the entity,
provided however that the employee’s retirement benefits under any collective bargaining and
other agreements shall not be less than those provided under the law. The law does not require
minimum funding of the plan.

SPPC, WMPC and APMC
The following table summarizes the movements in net retirement assets of SPPC, WMPC and

AMPC:

As at December 31, 2014
Present Value
of Defined Effect of
Benefit Fair Valne Changes in Asset Net Retirement
Obligation of Plan Assets Ceiling Asseis
At January 1, 2014 £100,095,784 164,103,262 {P14,041,626) P49,965,852
Retirement benefits cost recognized in profit or
foss:
Current service cost 9,880,063 - - (9,880,063)
Net interest income 4,326,076 7,200,849 - 2,874,773
14,206,139 7,200,849 - (7,005,290)

(Forward)
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Present Value

of Defined Effect of
Benefit Fair Value Changes in Asset Net Retirement
Obligation of Plan Assefs Ceiling Assets
Remeasurements gaing {losses) recognized in
OCE
Return on plan assets (excluding amount
included in net interest) B (22,083,754) I (P2,083,754)
Arising from changes in financial
assumptions (12,000,393} - - 12,080,393
Due to experience adjustment (9,188,710} - - 9,188,710
Changes in the cfiect of asset ceiling — - (16,238,612} (16,238,612)
(21,189,103) (2,083,754) {16,238,612) 2,866,737
Benefits paid and translation adjustments {987,026} (987,026) {626,738) (626,738)
At December 31, 2014 P92,125,794 £168,233,331 (B30,986,976) P45,200,561
As at December 31, 2013:
Present Value
of Defined Effect of
Benefit Fair Value  Changes in Asset Net Retirement
QObligation of Plan Assets Ceiling Assels
At January 1, 2013 79,724,190 PB146,772,535 (26,494,258) P60,554,087
Retirement benefits cost recognized in profit of
loss:
Current service cost 8,150,198 - - (8,150,198}
Net interest income 3,963,945 6,935,254 - 2,971,309
12,114,143 6,935,254 - (5,178,889)
Remeasurements gains (losses) recognized in
oCL
Return on plan assets (excluding amount
included in net interest) - 10,395,473 - 10,395,473
Arising from changes in financial
assumptions 6,766,512 - - (6,766,312)
[ue to experience adjustment 1,490,939 - - (1,450,939}
Changes in the effect of asset ceiling - - (7,547,368) (7,547.368)
8,257,451 10,395,473 (7,547,368} (5,408,346)
Al December 31,2013 £100,095,784 164,103,262 (R14,041,626) B49,965,852

The Retirement Funds of SPPC, WMPC and APMC are being maintained by Banco de Oro

Unibank, Inc. - Trust and Investments Group
presents the fair values of the plan assets of the Retirement Pl

(BDO - TIG), a trustee bank. The table below
ans by each class:

2014 2013

Cash and cash equivalents 214,213,134 P15,643,466
Investments in unit investment trust fund (UITF) 16,904,831 15,314,765
Investments in debt and other securities 28,720,526 31,276,054
Investments in government securities 107,131,500 08,926,574
Investments in shares of stock - 1,128,698
Others 1,263,340 1,813,705
P168,233,331 164,103,262
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The plan assets consist of the following:

e Cash and cash equivalents include regular deposit and time deposits, which bear interest
ranging from 1.75% to 2.00%;

o Investments in UITF are ready-made investments that allow the pooling of funds that are
managed by BDO TIG.

o Investments in shares of stock consist of quoted equity securities;

s [Investments in debt and other securities, consisting of both short-term and long-term corporate
notes and bonds, which bear interest ranging from 4.38% to 8.46% and have maturities from
2014 to 2024;

» Investments in government securities, consisting of fixed rate treasury notes and retail treasury
bonds that bear interest ranging from 2.84% to 8.13% and have maturities from 2014 to 2037,
and

e Other financial assets held by the Retirement Funds consists primarily interest and dividends
receivable.

Actual return on plan assets amounted to P2 million in 2014, B7 million in 2013 and B9 million in
2012.

SPPC, WMPC and APMC expect to contribute a total of 18 million to the Retirement Plans in
2015.

ACR and ALC
The following tables summarize the movements in retirement liabilities of the Parent Company

and ALC:

2014 2013
Ralances at beginning of year (29,488,962) (£38,500,438)
Retirement benefits cost charged in profit or loss:
Current service cost (1,421,850) (5,224,924}
Interest cost (491,309) (1,966,365)
(1,913,199) (7,191,289)
Remeasurements gains (losses) recognized in OCIL
Arising from changes in demographic assumptions 3,781,517 1,382,480
Arising from changes in financial assumptions 147,964 (5,527,990)
Due to experience adjustment - 12,913
3,929,481 (4,132,597)
Disposal of a subsidiary (Note 30) - 40,335,362
Balances at end of vear (R7,472,680) (£9,488,962)

Actuarial Assumptions
The principal assumptions used in determining retirement benefits obligation are as follows:

SPPC, WMPC and APMC

2014 2013
Discount rates 3.74%-4.62% 3.98%-4.68%
Future salary increases 1.60% 5.00%
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ACR and ALC

2014 2013
Discount rates 5.52%-5.60% 5.00%-5.90%
Future salary increases 10%-12% 10.00-12.00%

The Group has no specific matching strategies between the retirement plan assets and the defined
benefit obligation under the retirement plans.

The sensitivity analysis below has been determined based on reasonably possible changes of each
significant assumption on the defined benefit obligations as at December 31, 2014, assuming if all
other assumptions were held constant:

As of December 31, 2014:
SPPC, WMPC and APMC ACR and ALC
Increase Increase
(Decrease) Amount (Decrease) Amount
Discount rates +0.5%  (P2,493,274) +1.0% (21,211,954)
-0.5% 2,761,997 -1.0% 1,488,522
Salary increase rates +1.0% 5,756,627 +1.0% 1,310,003
-1.0% (4,784,190) -1.0%  (1,106,306)
As of December 31, 2013:
SPPC, WMPC and APMC ACR and ALC
Increase Increase
(Decrease) Amount {Decrease) Amount
Discount rates +0.5%  (B5,292,436) +1.0% (P1,421,631)
-0.5% 5,927,222 -1.0% 1,717,592
Salary increase rates +1.0% 12,048,783 +1.0% 1,496,832
-1.0% (9,841,571) -1.0% (1,284,922)

Shown below is the maturity analysis of the undiscounted benefit payments:

2014 2013
Less than 1 year B35,110,656 £16,599,157
More than 1 year to 5 years 6,047,003 12,462,959
More than 5 years to 10 years 44,736,457 41,986,749
More than 10 years to 15 years 25,320,196 50,383,886
More than 15 years to 20 years 76,351,932 126,922,908

More than 20 years 230,223,882 671,444,719
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29, Tncome Taxes

The major components of income tax expense in 2014, 2013 and 2012 are as follows:

Consolidated statements of income:

2013
2014 {Note 16) 2012
Continuing operations:
Current income tax P345,191,757 B294,235,703 P23 2,099,888
Deferred income tax 17,052,091 {24,011,649) 9,054,613

362,243,848 270,224,054 241,154,501

Discontinued operations (see Note 30):

Current income tax - 10,849,428 15,131,375
Deferred income tax - (679,508) 628,977

- 10,169,920 15,760,352

Total £362,243,848 PB280,393,974 P256,914,853

Consolidated statements of comprehensive income:

2014 2013 2012
Deferred tax related to items charged or
credited directly to equity during the
year - actuarial losses (gains) (£448,297) 1,380,343 704,767

Following is the reconciliation between the statutory tax rate on income before income tax and the
effective tax rates:

2014 2013 2012

Statutory income tax rate 30.0% 30.0% 30.0%
Increase (decrease) in income tax rate
resulting from:
Unrecognized deferred tax assets 0.9 0.5 33
Translation adjustments, effect of change
in tax rate, income of certain
subsidiaries enjoying tax holidays,
interest income already subjected to

final tax and others - net 2.3 0.7 (15.6)
Write-off of NOLCO and MCIT — 1.0 1.5
Effective income tax rate 33.2% 32.2% 19.2%

Deferred income tax assets (liabilities) pertain to the income tax effects of the following:

2013
2014 (Note 16)
Net Deferred Tax Assets
Payable to customers P18,411,090 30,685,150
Accrued vacation and sick leaves 4,311,947 4,557,191
Impairment fosses on deferred projects costs 4,137,271 4,107,203
NOLCO 1,629,572 -
Allowance for doubtful accounts 1,518,870 1,518,886
Retirement plan assets (1,483,988) (2,091,981)

(Forward)
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2013
2014 {(Note 16)
Unamortized past service cost B838,187 1,022,151
Unrealized foreign exchange losses 635,049 2,182,148
Excess MCIT over RCIT 117,748 _
Translation of nonmonetary assets 153,031 335,137
230,268,777 P42.315,885
Net Deferred Tax Liabilities
Fair value adjustment on real estate inventories,
net of impairment (B166,716,734) (P163,405,786)
Capitalized interest (148,677,237) (148,586,147)
Equity in undistributed net earnings of a foreign
subsidiary (37,320,808) (30,999,341
Translation of nonmonetary assets {35,631,153) (68,003,304)
Unamortized capitalized major repairs and maintenance
costs (22,347,165) (36,096,731}
Difference between tax and financial amortization of
transaction costs {18,456,037) {18,793,597)
Retirement plan assets (2,037,443) {4,090,422)
Accrued retirement costs (1,961,240) -
Accrued vacation and sick leaves 1,560,281 1,561,106
Unamortized past service cost 1,479,338 1,799,906
Unrealized foreign exchange gains - net (1,398,045) (6,480,604
Difference between financial and tax depreciation -~ 49,148,595
Capitalized asset related to decommissioning liability - (2,978,860)
Actuarial gains recognized in equity - 1,210,144
(2431,506,243) (425,715,041)

The components of the Group’s temporary differences and carryforward benefits of NOLCO and
excess MCIT over RCIT for which no deferred tax assets are recognized in the consolidated

financial statements because management believes that it is not probable that taxable income will
be available against which the deferred tax assets can be utilized as summarized in the following

table:

2014 2013

NOLCO £660,244,793 131,032,885
Impairment losses on:

Property, plant and equipment (see Note 12) 149,244,117 154,190,500

Real estate properties (see Note 10) - 33,163,091
Inventories - 1,669,870
Allowance for doubtful accounts (see Note 8) 33,163,091 31,730,458
Unrealized foreign exchange losses 15,795,997 33,117,069
Excess of MCIT over RCIT 7,869,406 6,782,728
Others 11,825,436 11,072,415
Movements of NOLCO and MCIT follow:
2014 2013
NOIL.CO MCIT NOLCO MCIT
Balances at beginning of year P131,032,385 P9,035,694 133,864,017 P6,544,206
Additions 567,449,062 26,533 29,456,295 2,507,033
Utilization and expiration (32,305,247) (1,075,073) (32,287.427) (15,545)
Ralances at end of year R665,676,700 P7,987,154 P131,032,885 19,035,694
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As at December 31, 2014, NOLCO and MCIT that can be claimed as deduction from RCIT due
are as follows:

Years Incurred Expiry Dates NOLCO MCIT
December 31, 2012 December 31, 2015 P68,771,343 P5,453,588
December 31, 2013 December 31, 2016 29,456,295 2,507,033
December 31, 2014 December 31, 2017 567,449,062 26,533

P665,676,700 B7,987.154

30.

Discontinued Operations

On October 3, 2013, ALC and ALI executed a SPA for the sale of 60% equity interest of ALC in
LI to ALI for a total consideration of 21,364 million. Gain on sale recognized as part of net
income from discontinued operations attributable to equity holders of the parent amounted to
£72 million, net of capital gains tax of 82 million.

Analysis of cash flows from disposal is shown below:

Amounts in millions

Selling price Bl1,364
Capital gains tax (82)
Retention receivable (see Note 8) (162)
Cash of disposal group (168)
Net proceeds from disposal included in cash flows from

investing activities 2952

The results generated from discontinued operations of LLI for the years ended December 31, 2013
and 2012 re as follows:

2013 2012
SALES OF SERVICES:
Power sales and service income P691,612,638  PB14,633,773
Management fees 36,648,872 -
Rental income and others 6,908,858 3,013,365
735,170,368 817,647,138
REAL ESTATES SALES 15,551,757 112,946,667
TOTAL REVENUE 750,722,125 930,593,805
COSTS AND EXPENSES
Cost of services (582,120,298)  (649,229,078)
Cost of real estate sold (7,525,331)  (120,254,8 14)
General and administrative expenses (37,269,816) (45,581,560)
OTHER INCOME (CHARGES)
Finance charges (2,532,048) (582,85%9)
Interest income 1,854,986 3,271,966
Equity in net losses of an associate - (22,850,988)
Other income (charges) - net 83,335,910 5,821,932
(544,256,597) _ (829,405,401)
INCOME BEFORE INCOME TAX 206,465,528 101,188,404

{Forward)
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2013 2012
PROVISION FOR INCOME TAX
Current £10,849,428 R15,131,375
Deferred (679,508) 628,977
10,169,920 15,760,352
NET INCOME FROM DISCONTINUED OPERATIONS 196,295,608 $5,428,052
OTHER COMPREHENSIVE LOSS
Item that will not be reclassified subsequently to profit or loss -
remeasurement loss on defined benefit obligation (5,541,956) (6,420,320)
TOTAL COMPREHENSIVE INCOME 190,753,652 179,007,732
Income from discontinued operations attributable to:
Equity holders of the parent P146,348,389 B51,197,032
Non-controlling interests 49,947,219 34,231,020

£196,295,608 P85,428,052

Total comprehensive income attributable to:
Equity holders of the parent P143,027,095 P47,349,334
Non-controlling interests 47,726,557 31,658,398
190,753,652 79,007,732

The net cash flows of LLI and subsidiaries are as follows:

2013 2012
P359,431,067 P192,818,667

Net cash flows from operating activities

Net cash flows provided by (used in)
investing activities (57,036,229) 16,867,277

Net cash flows used in financing activities (218,061,078) (194,156,855)

Cost of services consists of the following:

2013 2012
514,105,215 P554,767,488

Purchased power and utilities

Depletion, depreciation and
amortization (Note 25) 22,394,994 24,816,450

Personnel costs 11,796,250 14,839,407

Taxes and licenses 10,835,099 23,897,483
Repairs and maintenance 4,228,571 6,076,132
Utilities 545,046 766,254
Representation 518,625 1,382,821
Contracted services 176,120 12,182,829
Property administration 173,250 237,175
Others 17,347,128 10,263,039

P582,120,298 P649,229,078
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General and administrative expenses consist of the following:

2013 2012
Personnel costs P14,949,525 P18,403,780
Rent and utilities 11,617,966 13,806,597
Qutside services 3,430,976 3,901,079
Depreciation and amortization
(Note 25) 3,107,786 3,983,169
Transportation and travel 1,306,045 1,507,284
Representation 1,127,551 2,426,088
Taxes and licenses 890,865 576,120
Supplies 433,185 463,748
Commissions 320,370 346,600
Insurance 45,547 167,095
Others 40,000 -

37,269,816 P45,581,560

Earnings Per Share Attributable to Equity Holders of the Parent Company from Discontinued
Qperations

2013 2012

Net income from discontinued

operations P146,348,38% P51,197,032
Divided by the average number of

common shares outstanding

during the year 6,291,500,000 6,291,500,000
Basic/Diluted EPS £0.023 £0.008

31. Lease Commitments

QOperating Lease Payments

SPPC has a contract for the lease of land owned by Sarangani Agricultural Co., Inc. until

May 2016. The lease contract provides for annual rental of Bl million and provides for escalation
of rent at a rate of 5% every other year. The lease contract was accounted for using the straight-

line method over the term of the lease contract.

As at December 31, 2014 and 2013, the future minimum rental payable under an operating lease
contract follows:

2014 2013

Within one year P1,276,035 P1,314,536
After one year but not more than five years 2,679,691 2,532,735
23,955,726 £3.847,271

In 2014, 2013 and 2012, rent expense under this lease contract amounted to 1 million.

Operating Lease Receipts

LLI entered into lease contracts with various third-party jessees for the office spaces they owned.
The lease term ranges from one to three years. The lease contracts were accounted for using the
straight-line method over the term of the lease contract. The lease contract expired in 2013, Total
rental income from these lease agreements amounted to £7 million and 214 million in 2013 and

2012, respectively.
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32. Financial Risk Management Objectives and Policies

The Group’s principal financial instruments are composed of cash and cash equivalents, shost-
term cash investments, AFS financial assets, loans payable, customers’ deposits, derivative
liability and long-term debt. The main purpose of these financial instruments is to raise finances
for the Group’s operations. The Group has various other financial assets and liabilities such as
trade and other receivables (including noncurrent portion of installment receivables) and accounts
payable and other current liabilities which arise directly from its operations.

The main risks arising from the Group’s financial instruments are credit risk, liquidity risk, and
market risk (interest rate risk, equity price risk and foreign currency risk).

Management reviews and BOD approves policies for managing each of these risks which are
summarized below.

Credit Rigk

Credit risk is the risk that a counterparty will not meet its obligation under a financial instrument
or a customer contract, leading to a financial loss. The Group trades only with recognized and
creditworthy third parties. It is the Group’s policy that all customers who wish to trade on credit
terms are subject to credit verification procedures. In addition, receivable balances are monitored
on an ongoing basis with the result that the Group’s exposure to bad debts is not significant.

In the Group’s real estate business, transfer of the property is executed only upon full payment of
the purchase price. There is also a provision in the sales contract which allows forfeiture of the
installment/deposits made by the customer in favor of the Group in case of default. These
measures minimize the credit risk exposure or any margin loss from possible default in the
payment of instaliments.

In the Group’s power generation business, credit risk is significantly concentrated on NPC, the
sole customer of SPPC and WMPC. It is the policy of the Group that all provisions in the ECA
are complied with.

The table below shows the gross maximum exposure to credit risk of the Group as at
December 31, 2014 and 2013, before considering the effects of collaterals, credit enhancements
and other credit risk mitigation techniques.

2014 2013
Loans and receivables
Cash and cash equivalents* R2,512,323,875 P1,421,878,289
Short-term cash investments 34,444,998 8,802,310
Trade and other receivables '
Trade receivables
Power 731,962,604 582,081,593
Real estate®* 80,042,969 235,390,647
Due from related parties 2,944,690,336 3,208,014,388
Retention receivables 115,393,178 162,300,000
Other recetvables*** 127,908,926 112,271,414

P6,546,767,086 P5,730,738,641

*Excludes cash on hand
#+[neludes noncurrent portion of installment receivables
**Exciuding advances to suppliers and contractors
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The table below shows the Group’s aging analysis of financial assets:

2014
Neither Past Past Due but not Impaired
Due nor Qver
Impaired -6 Months 6 Months Subtotal Impaired Total
Cash and cash equivalenis* $2,512,323,875 B B- - - P2,512,323,875
Short-tcrm cash
investments 34,444,998 - - - — 34,444,998
Trade and other
receivables:
Trade receivables
Power 658,191,866 73,770,738 - 73,770,738 30,515,721 762,478,323
Real estate** 10,719,517 7,002,558 62,320,894 69,323,452 11,561,222 91,604,191
Product distribution
and others - - - - 31,730,458 31,730,458
Due from refated parties 286,975,562 2,724,521  2,654,990,453  2,657,714,974 - 2,944,690,5306
Others™** 127,254,314 33,679,078 82,368,712 116,047,758 6,676,514 249,978,618
£3,629,910,132 P117,176,805 P2,799,680,059 B2,916,856,954 P80,483,915 P6,627,251,001
* Exeludes cash on hand [

** Inchudes noncurrent portion of insialiment receivables
**% Eyeludes advances to suppliers and contraclors

2013
Neither Past Past Due but not Impaired
Due nor Over
Impaired 1-6 Months 6 Months Subtotal Impaired Total
Cash and cash equivalents* £1,421,878,289 p- B- B p— P1,421,878,289
Short-term cash
investments 8,802,310 - - - - 8,802,310
Trade and other
receivables:
Trade receivables
Power 439,671,782 99,851,343 42,558,468 142,409,811 28,343,011 610,424,604
Real estate™* 20,595,498 5,238,712 209,556,437 214,795,149 31,561,222 266,951,869
Product distribution
and others - - - - 31,730,458 31,730,458
Due from related parties 295,604,536 7,738,332 2,904,671,520 2,.912,409,852 - 3,208,014,388
Others*** 11,352,364 213,268,364 49,950,686 263,219,050 6,664,472 281,235,886

£2,197.904,779

£326,096,751 P£3,206,737,111

71,532,833,862

£898.299,163  P5,829,037.804

* Excludes cash on hand
% [ncludes noncurrent portion of instaliment receivables
w4 Eyoludes advances to suppliers and contractors

The table below shows the credit quality of the Group’s fin

nor impaired based on historical experience with the corresponding third parties.

ancial assets that are neither past due

2014

Grade A Grade B Grade C Tatal

Cash and cash equivalents $2,512,323,875 B P—  P2,512,323,875

Short-term cash investments 34,444,998 - - 34,444,998
Trade and other receivables:

Trade:

Power 637,143,011 21,048,855 - 658,191,860

Real estate* 10,719,517 - - 10,719,517

Due from related parties - 53,706,125 233,269,437 286,975,562

Other receivables 874,321 126,379,993 - 127,254,314

$3,195,505,722 $201,134,973 £233,269,437 P£3,629,910,132

*Inciudes noncurrent portion of installment rece vables

M A



-85 -

2013

Grade A Grade B Grade C Total

Cash and cash equivalents P1,421,878,289 P P~  P1,421,878,289

Short-term cash investments 8,802,310 - - 8,802,310
Trade and other receivables:

Trade;

Power 225,952,204 213,719,578 - 439,671,782

Real estate* 20,595,498 - - 20,595,498

Due from related parties - 85,826,125 209,778,411 295,604,536

Other receivables 11,352,364 - - 11,352,364

P1,688,580,665 2299,545,703 £209,778,411 P2,157,904,779
*Includes noncurrent portion of installment receivables

Grade A financial assets pertain to those investments to counterparties with good credit standing
or loans and receivables that are consistently paid before the maturity date. Grade B includes
receivables that are collected on their due dates even without an effort from the Group to follow
them up while other receivables and deposits which are collectible provided that the Group makes
a persistent effort to collect them are included under Grade C. Past due receivables and advances
include those that are past due but are still collectible.

Cash and cash equivalents and short-term cash investments are deposited in top ten banks in the
Philippines, hence, considered Grade A.

Liquidity Risk

Liquidity risk arises from the possibility that the Group encounter difficulties in raising funds to
meet or settle its obligations at a reasonable price. The Group maintains sufficient cash and cash
equivalents to finance its operations. Any excess cash is invested in shori-term money market
placements. These placements are maintained to meet maturing obligations and pay dividend
declarations.

The table below summarizes the maturity profile of the Group’s financial assets (held for liquidity
purposes) and financial liabilities based on contractual undiscounted payments:

2014
On Demand <1 Year 1-3 Years >3 Years Total
Accounts payable and other
current liabilities* $1,183,074,67% P169,712,249 S - £1,352,786,928
Loans payable** - 270,399,977 - - 270,399,977
Long-term debt** - 707,165,780  4,859,149,285  8,988,778,492 14,555,093,557

P1,183,074,679 £1,147,278,006 P4,859,149,285 P8 988,778,492  P16,178,280,462

* Excluding statutory payables and other payable 1o government agencies
** Including interest payable computed using prevailing rate as at December 31, 2014

2014
On Demand <1 Year 1-3 Years >3 Years Total
Cash and cash equivalents P2,512,383,375 P B - P2,512,383,375
Short-term cagh investments*® - 34,763,336 - - 34,703,336
Trade receivables 143,094,190 661,067,671 7,843,712 - 812,005,573
AFS financial assefs 117,040,963 - - - 117,040,963
P2,772,518,528  $695,771,008 $7,843,712 P~ P3,476,133,247

*Including interest income computed using prevailing rate as at December 31, 2014
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2013
On Demand <1 Year 13 Years >3 Years Total
Accounts payable and other
current liabilities* £574,067,984 B351,874,548 o P P925,942,532
Loans payable** -~ 798,769,980 - 798,769,980
Long-term debt** - 917,772,118 2,517,490,79 3,705,353,980 7,140,616,850

P374,067,984 £2,068,416,646 B2,517,490,792  P3,705,353,980 P8,865,325,402
* Exchiding statutory payables and other payable to government agencies
** Including interest payable computed using prevailing rate as al December 31, 2013

2013
On Demand <1 Year 1-3 Years >3 Years Total
Cash and cash equivalents R1,422.362,785 B B~ P— P1,422,362,785
Short-term cash investments® - 9,114,792 - - 9,114,792
Trade receivables - 807,715,341 9,756,899 - 817,472,240
AFS financial assets 55,862,692 - - - 55,862,692
1478225477  P816,830,133 29,756,899 - P2,304,812,509

*ncluding interest income complted using prevailing rate as at December 31, 2013

Interest Rate Risk

[nterest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. Fixed rate financial instruments are subject
to fair value interest rate risk while floating rate financial instruments are subject to cash flow
interest rate risk. The Group’s exposure to market risk for changes in interest rates relates
primarily to the Group’s interest-bearing loan obligations with floating interest rate as it can cause
a change in the amount of interest payments. The Group’s policy is to manage its interest cost
using a mix of fixed and variable debt rates. The Group’s ratio of fixed to floating rate debt stood
at 8:92 and 40:60 as at December 31, 2014 and 2013, respectively.

The following tables set out the carrying amounts, by maturity, of the Group’s interest-bearing
financial obligations with floating interest rate:

2014
Interest Rate
Terms {p.2.) Tixing Period <1 Year 1-3 Years >3 Years Tota}
Long-term debt
1J.5. dollar-denominated LIBOR +2.00% to Quarterly to
borrowing 3.375% Semi-annually £309,752,635 R66,640,696 B B376,393,331
Peso-denominated borvowing  PDST-F +3.50% for
the first 5 years
and +2.75%
thereafter Semi-annually - - 8,585,696,59% 8,585,696,55%9
2013
Intesest Rate
Terms (p.a.) Fixing Period <] Year 13 Years >3 Years Total
Long-term debt
U.S. dollar-denominated LIBOR +2.00% to Quarterly to
borrowing 3.375% Semi-annually 314,993,095 P373,657.917 B~ P68R651012
Peso-denominated borrowing PDST-F +3.50% for
the first 5 years
and +2.75%
thereafier Semi-annually - - 2500279215 2,500,279.215
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The table below demonstrates the sensitivity to a reasonably possible change in interest rates, with
all other variables held constant, of the Group’s income before income tax, through the impact of
floating rate financial liabilities. Fixed rate debts, although subject to fair value interest rate risk,
are not included in the sensitivity analysis as these are carried at amortized costs. The assumed
movement in basis points for interest rate sensitivity analysis was based on forecasted interest rate
change using historical data during the year being reported. The methods and assumptions used in
the analysis remained unchanged over the reporting periods being presented. There is no other
impact on the Group’s equity other than those already affecting the consolidated statements of
income.

2014 2013
Increase Decrease Increase Decrease
in Basis Points in Basis Points  in Basis Points _in Basis Points
Change in basis points +100 -100 +100 -100
Increase (decrease) in income before
income tax (#89,620,899) B89,620,899 (B15,886,510) P15,886,510

Equity Price Risk
Equity price risk is the risk that the fair value of quoted AFS investment decreases as the result of

changes in the value of individual stock. The Group’s exposure to equity price risk relates
primarily to the Group’s quoted AFS investments. The Group’s policy requires it to manage such
risk by setting and monitoring objectives and constraints on investments; diversification plan; and
limits on investment in each industry or sector. The Group intends to hold these investments
indefinitely in response to liquidity requirements or changes in market conditions.

The following table demonstrates the sensitivity to a reasonably possible change in equity price,
with all other variables held constant, of the Group’s consolidated equity. The reasonably possible
change in equity price was based on the year to year change of stock market indices. In
quantifying the effect of reasonably possible change in equity price, the expected return on the
AFS investment is correlated to the return of the financial market as 2 whole through the use of
beta coefficients. The methods and assumptions used in the analysis remained unchanged over the
reporting periods. The table below summarizes the impact of changes in equity price on the
consolidated equity. However, significant decrease in equity price may affect consolidated
income before income tax.

Equity price risk of those AFS financial assets listed in the Philippine Stock Exchange and
secondary or broker market (for golf club shares) is as follows:

2014 2013
Increase in Decrease in Increase in Decrease in
Equity Price Equity Price Equity Price Equity Price
Change in equity price +1% -1% +1% -1%

Increase (decrease) on equity ?1,122,410 (R1,122,410) P497,128 (P497,128)
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Foreign Currency Risk

The Group’s exposure to foreign currency risk is limited to monetary assets and liabilities
denominated in currencies other than its functional currency. Substantial portion of the U.S.
dollar-denominated assets and liabilities is attributable to the Group’s power segment in which the
functional currency is the U.S. dollar. The Group closely monitors the fluctuations in exchange
rates so as to anticipate the impact of foreign currency risk associated with its financial
mstruments.

In translating the foreign currency-denominated monetary assets and liabilities into peso amounts,
the Philippine peso to U.S. dollar exchange rates used was P44.72 to US$1.0 and P43.84 to
US$1.0 for December 31, 2014 and 2013, respectively.

The table below summarizes the Group’s exposure to foreign currency risk. Included in the table
are the Group’s financial assets and liabilities at their carrying amounts.

2014 2013
In Philippine In Philippine
In U.S. Dollar Peso InU.S. Dollar Peso

Financial assets -

Cash and cash equivalents $41,292,890 P1,846,618,041 $5,007,955  P222,328,109
Short-term cash investments 824,514 36,872,266 - -
Trade and other receivables 5,925,666 264,995,784 11,363,931 504,501,717
48,043,070  2,148,486,091 16,371,886 726,829,826

Financial liabilities -
Long-term debt (83,216,781) (3,721,454,429) (41,882,035 (1,859,352,955)
($35,173,711) (R1,572,968,338) ($25,510,149) (R1,132,523,129)

The following table demonstrates the sensitivity to a reasonably possible change in the U.S. dollar
to Philippine peso exchange rate, with all other variables held constant, of the Group’s income
before income tax. The reasonably possible change in exchange rate was based on forecasted

exchange rate change using historical date within the last five years as at the reporting period. The
methods and assumptions used remained unchanged over the reporting periods being presented.

2014 2013
Philippine Peso Philippine Peso
Increase Decrease Increase Decrease
Change in foreign exchange rate +1.0 -1.0 +1.0 -1.0
Increase (decrease) on income
before income tax (P18,748,364)  R18,748,364 (R16,370,248)  #16,370,248

The increase in B against US$1 means stronger U.S. dollar against peso while the decrease in
P against US$] means stronger peso against U.S. dollar.

There is no other impact on the Group’s equity other those already affecting the consolidated
staternents of income.

Capital Management
The primary objective of the Group’s capital management is to ensure that it maintains a strong

credit rating and healthy capital ratios in order to support its businesses and maximize
sharcholder’s value.

The Group considers its total equity and debt reflected in the consolidated balance sheet as its
capital. The Group manages its capital structure and makes adjustments to it, in the Hght of
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changes in economic conditions. To maintain or adjust the capital structure, the Group may adjust
the dividend payment to shareholders, return capital to shareholders or issue new shares and raise
additional, No changes were made in the objectives, policies or processes in 2014 and 2013,
respectively.

The Group monitors its capital based on debt to equity ratio. The Group includes within debt
interest bearing loans and borrowings. Capital includes equity attributable to the equity holders of
the parent less (add) the net unrealized gain (loss) reserve and cumulative translation adjustments.
The Group’s current ratio and debt-to-equity ratio as at December 31, 2014 and 2013 follow:

Current Ratio
2014 2013
Current assets P7,765,540,399 £6,841,108,393
Current liabilities 2,462,510,323 2,367,206,263
3.2:1 2.9:1
Debi-to-Equity Ratio
2014 2013
Long-term debt (net of unamortized
transaction costs) P12.938,691,818 R5,190,495,041
Loans payable 259,999,978 794,366,639
Total debt 13,198,691,7%6 5,984,861,680
Equity aftributable to equity holders of the parent 10,116,616,226 9,994,898,726
Other equity reserves (1,613,004,480) (1,750,828,447)
Adjusted equity P8,503,611,746  £8,244,070,279
1.55:1 0.73:1

33,

Financial and Non-financial Instruments

As at December 31, 2014 and 2013, the Group held the following financial and non-financial
instruments carried at fair value or fair value is required to be disclosed:

As of December 31, 2014:

Carrying Fair Value
Value Total Level 1 Level 2 Level 3

Financial Assets
Measured at fair vaiue -

Available-for-sale (AFS) P117,040,963 R£117,040,963  P112,240,963 B- £4.500,000
Non-financial Assets
Fair value is disclosed -
Investments in real estate 1,527,215,497 1,825,000,00¢ - 1,825,000,000

Investment in an associate 1,213,332,960 311,368,160 311,368,160 -

P2.857,589,420 $2,253,409,123 423,609,123 P~ P1,829,800,000
Financial Liabilities
Fair value is disclosed -
Long-term debt P12,938,691,818 £12,97 1,880,4()? o g P12,971,880,405
Measured at fair value -
Derivative liability 27,595,736 27,595,736 - - 27,595,736

P12,966,287,554 £12,999,476,141 P- P— P12,999,476,141
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As of December 31, 2013:

Carrying Fair Value
Value Total Level ] Level 2 Level 3

Financial Assets
Measured at fair value -
Available-for-sale (AFS) PB55,862,692 P35,862,692 R51,062,692 P B4,800,000
Non-financial Assets
Fair value is disclosed -
Investments in real estate 1,477,259,866 1,825,000,000 - - 1,825,000,000
Investment in an associate  1,214,612,317 189,786,224 189,786,224 - -
£2747,734,875  B2,070,648,916  P240,848,916 P- P1,829,800,000

Financial Liabilities
Fair value is disclosed -

Long-term debt P5,190,495,041  B5,190,495,041 B P—  $£5,190,495,041

Measured at fair value -
Derivative liability 37,923,780 37,923,780 — —~ 37,923,780
P5,228,418,821 P5,228,418,821 P P $£52284183821

During the years ended December 31, 2014 and 2013, there were no transfers between Level 1 and
2 fair value measurements, and no transfers into and out of Level 3 measurements.

The financial instrument classified under Level 3 pertains to the embedded derivatives bifurcated
from the loan (host loan) that was obtained by the Parent Company from APHC (sce Note 18).

The value of the embedded derivatives was determined using binomial option pricing model
which uses unobservable data as inputs including credit spread, stock price and stock price
volatility of Sarangani, an unlisted entity. These inputs were assessed by the Parent Company to
have significant impact on the value of the derivatives.

Significant unobservable inputs to valuation Range
Credit spread 4.34%
Share price of ACR B1.34
Stock price volatility of Sarangani 8%

The movements in the fair value of the derivative liability are summarized below:

2014 2013
Derivative liability at beginning of year £37,923,780 21,545,856
Net change in fair value (Note 27) (10,328,044) 16,377,924
Derivative liability at end of year R27.595,736 P37,923,780

The fair value changes during the years ended December 31, 2014 and 2013 were recognized as
"Mark-to-market gain (loss)” under “Other income (charges)” account in the consolidated
statemnents of income (see Notes 18 and 27).
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To assess the impact of those nonmarket inputs, the Parent Company performed the following
sensitivity analysis:

Credit Spread
Increase (Decrease) Effect on Income
in Credit Spread Before Income Tax
2014 100 bps (#®3,435,287)
(100 bps) 3,506,018
2013 100 bps (R3,435,287)
{100 bps) 3,506,018
Underlying Unguoted Share Price
Increase (Decrease) Effect on Income
in Underlying Share Price before Income Tax
2014 1% (B566,784)
{1%) B492,249
2013 1% (R566,784)
(1%) P492,249

Volatility of the Underlying Unquoted Share

Increase (Decrease) in Volatility Effect on Income
of the Underlying Unquoted Share Before Income Tax
2014 160 bps (®23,865)
(100 bps) 44,548
2013 100 bps (23,865)
(100 bps) 44,548

The following methods and assumptions are used to estimate the fair value of each class of
financial and non-financial instruments:

Cash and cash equivalents, shori-term cash investments, trade and other receivables, and
advances to NPC

The carrying amounts of these financial assets approximate their fair values due to the short term
maturity of those instruments.

Noncurrent portion of installment receivables

The fair values of these financial instruments are determined by discounting the estimated future
cash flows using the discount rates applicable for similar types of instruments. The discount rates
used ranged from 3.50% to 6.00% and 4.00% to 6.68% for the years ended December 31, 2014

and 2013, respectively.

AFS financial assets

The Company’s AFS financial assets include investments in quoted and unquoted securities and
golf club shares. The fair value of investment in quoted securities is determined based on the
closing market rate in PSE as at balance sheet dates. The fair value of investment in goif club
shares which are traded in organized financial markets is determined based on quoted market bid
prices at the close of business at reporting date. Investment in unquoted securities are carried at
cost in the absence of a reliable basis of determining its fair values due to unpredictable nature of
future cash flows and lack of suitable method in arriving at a reliable fair value.
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Accounts payable and other current liabilities and loans payable
The carrying amounts of these financial liabilities approximate fair value because of the short -
term maturity of these instruments.

Derivative liability

The embedded options were valued using the binominal option model. This valuation method
compares the fair value of the option-free loan against the fair value of the loan. This valuation
technique considers the probability of Parent Company’s and Sarangani’s share prices to move up
or down depending on the volatility, risk-free rate and exercise price.

Long-term debt

The fair value of long-term debt with variable interest rates approximates its carrying amounts due
to quarterly or semi-annually repricing of interest. The fair value of long-term debt with fixed
interest rate is determined by discounting the estimated future cash flows using the discount rates
applicable for similar types of instruments. For the year ended December 31, 2013, rates used
ranged from 0.25% to 3.03%.

Invesiments in real estate
Please see Note 10 for the basis of fair value.

Investment in an associate
The fair value of investment in Indophil is based on quoted market price as at balance sheet dates.

The net gains (losses) per category of financial instruments are as follows:

2014 2013 2012
Fair Value through Profit or Loss
Mark-to-market gain (loss) on derivative
liability (see Note 27) P10,328,044  (P16,377,924) (P11,632,044)

Loans and Receivables
Interest income from cash and cash

equivalents and short-term cash

investments (see Notes 7

and 30) 22,224,257 27,041,508 49,715,083
Provision for impairment losses

(see Notes 8 and 23) - - (23,968,330)

22,224,257 27,041,508 25,746,753

AFS Financial Assets
Gain (loss) on fair valuation of AFS taken to

consolidated statements comprehensive
income (see Note 13) (86,998,124) (6,741,009) 18,019,708

Other Financial Liabilities
Interest on loans payable and long-term debt

(see Notes 17, 18,26 and 30) (103,034,700) (82,578,427) (63,699,843)
Amortization of transaction costs

(see Notes 18 and 26) (90,089,293) (36,380,089) (15,502,662)
Accretion of customers’ deposit

{(see Note 26) - - (245,976)
Amortization of discount

(see Notes 18 and 26) (6,112,193) (2,471,199) (1,330,420)

(199,236,186) _ (121,929,715) (80,778,901)
(P253,682,009) (P118,007,140) (P48,644,484)
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34, Significant Agreements and Commitments

a.

Energy Conversion Agreements (ECAs)

SPPC and WMPC, each under separate ECAs with NPC, have constructed a 55-megawatt and
a 100-megawatt bunker C-fired diesel generator power plants in General Santos City and
Sangali, Zamboanga City, respectively, under a Build-Operate-Own scheme. NPC supplies
all fuel necessary to generate electricity, with all electricity generated purchased by NPC at a
price calculated based on the formula provided in the ECAs. SPPC and WMPC shall, directly
or indirectly, own the power plants and shall operate and manage the power plants and provide
all power generated to NPC for a period of 18 years up to May 2016 and December 2015,
respectively. Upon expiration of the 18-year cooperation peried, the ECAs may be renewed
upon the sole option of NPC.

The covering agreements also contain certain provisions with respect to NPC’s payment to
SPPC and WMPC (subject to certain conditions) of the total remaining amounts of the
capacity fees until the end of the cooperation period, in the event of amendment, modification
or repeal of any Philippine laws or any government regulations that will materially reduce,
prejudice or otherwise adversely affect the companies® interest in the project or the power
plant/station, and/or the companies’ economic return on their investments.

The ECAs qualify as operating leases as SPPC and WMPC scll all their outputs to NPC.
Future minimum receivable from fixed capacity and infrastructure fees as at
December 31, 2014 and 2013 are as follows (in millions):

2014 2013
Within one year 22,171 P1,237
After one year but not more than five years 246 1,392

Energy fees earned on the ECAs amounted to 22,182 million ($49 million) in 2014,
22,075 million ($49 million) in 2013 and $2,069 million ($49 million) in 2012,

Operations and Maintenance (O&M) Service Agreements

AIL provides operations and maintenance services under an Advisory Service Agreement
(ASA) to PT Makassar Power (PTMP), an IPP based in Indonesia. Under the ASA, AIL
provides technical advisory services in connection with the operation and maintenance of a
power plant in Indonesia for a monthly fee of $35,000 effective May 1, 2008 to April 201 0,
$38,800 effective May 2010 to July 2011, $44.600 from August 2011 to April 2012, and
$46,600 from May 2012 to April 2015.

Total billings to PTMP amounted to 25 million (30.56 million) in 2014, 224 million
($0.56 million) in 2013 and #23 million ($0.55 million} in 2012.

In March 2013, SRPI entered into O&M Agreement with ACES for the operations and
maintenance of the 105 MW coal-fired power plant. The Agreement is subject to termination
by SRPI after the fourth operating year of the power plant and every year thereafter, upon at
least one year notice prior to the intended termination date. Under the O&M, SRFPI should pay
mobilization fee amounting to US$2.33 million and annual operation fee of US$1.95 million.
As at March 27, 2015, SRPI has not started commercial operations.
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c. Power Supply Agreements (PSAs)
SRPI, Sqrangani, and MPC entered into PSAs with various distribution utilities and electric
cooperatives for a period of 25 years for SPRI and Sarangani and three (3) years for MPC

from start of their commercial operations.

Contracted capacities are shown below:

Sarangani

Contracted Capacity
Contracting Party (in Mega Watts)
South Cotabato II Electric Cooperative Inc. 70
Davao del Norte Electric Cooperative Inc. 15
Agusan del Norte Electric Cooperative Inc. 10
Agusan del Sur Electric Cooperative Inc. 10
SRPI

Contracted Capacity
Contracting Party (in Mega Watts)
Zamboanga City Electric Cooperative, Inc. 85
Zamboanga del Sur I Electric Cooperative, Inc. 10

MPC

Contracted Capacity
Contracting Party (in Mega Watts)
South Cotabato II Electric Cooperative Inc. 30
Zamboanga City Electric Cooperative, Inc. 18
Agusan del Norte Electric Cooperative Inc. 15
Holcim Philippines, Inc. 10
Iljigan Light and Power, Inc. 10
Agusan del Sur Electric Cooperative Inc. 10
Zamboanga del Sur I Electric Cooperative, Inc. 5
Zamboanga del Norte Electric Cooperative, Inc. 5

d. Agreement on Assignment of Participating Interest in SC 14

The Parent Company acquired from Philodril} Corporation (Philodrill) the latter’s undivided
participating interest of 1% in the rights and obligations in Block “C” of SC 14, which Alcorn
(Production) Philippines, Inc. had previously agreed to assign to Philodrill.

The assignment agreement grants Philodrill the priority right to reacquire the subject 1%
participating interest in the event the Parent Company decides to sell or assign the same, in
whole or in part, to any third party.

The Parent Company is also a participant to several GSECs entered into with the Philippine
Government, through the Department of Energy, to conduct exploration, exploitation and
development activities in the contract areas designated in the GSECs.

The aforementioned SC and GSECs provide for certain minimum work expenditure

obligations and the drilling of specified number of wells, and are covered by operating
agreements which set forth the participating interests, rights and obligations of the contractors.
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Consultancy and Management Agreement

The Parent Company has a consultancy agreement with Comexco, Incorporated (Comexco).
Under this agreement, Comexco will be the Group’s technical consultant in identifying oil and
mineral prospects and will provide assistance in applying for and acquiring rights thereto.

Joint Venture Agreements

ALC has a Joint Venture Agreement with SLRDI for the development of ALC’s parcels of
land at General Trias, Cavite into a commercial and residential subdivision with golf courses,
known as the Eagle Ridge Golf and Residential Estates (Eagle Ridge). The entire
development shall be undertaken by SLRDI which shall receive 60% of the total sales
proceeds of the lots of the subdivision, both commercial and residential, and of the golf shares.
The remaining balance of 40% shall be for ALC. ALC’s 40% share in the proceeds and in the
cost of the lots sold is shown as part of “Sales of real estate” and “Cost of real estate sold”
accounts, respectively, in the consolidated statements of income. ALC’s share in the unsold
lots and golf shares is included under “Real estate inventories™ account in the consolidated
balance sheets. The Group recorded sales from Eagle Ridge amounting to P0.5 million in
2014, B5 million in 2013 and $2 million in 2012.

In 2006, ALC entered a joint venture agreement with SRDI, the developer, for the
development of ALC’s parcels of land in Batangas into residential house and lots called
Campo Verde Subdivision. The entire development costs shall be shouldered by the
developer. In return for their respective contributions to the project, the parties have agreed to
assign number of units of residential house and lots proportionate to their respective
contributions computed as specified in the MOA. SRDI shall be assigned as the exclusive
marketing agent and shall receive 10% of the total contract price, net of VAT and discounts,
as marketing fee. ALC’s share in the proceeds and in the cost of the lots sold is shown as part
of “Sales of real estate” and “Cost of real estate sold” accounts, respectively, in the
consolidated statements of income. ALC’s share in the unsold lots is included under “Real
estate inventories” account in the consolidated balance sheets. The Group reported sales from
Campo Verde subdivision amounting to 11 million in 2014, B13 million in 2013 and

$£29 million in 2012.

In March 21, 2013, Aldevinco and ACIL (collectively referred as “AG”) and Ayala Land, Inc.
(ALI) entered into a joint venture agreement, where ALI shall own 60% and AG shall own
40% of the outstanding capital stock of the Joint Venture Corporation (JVC), Aviana
Development Corporation (ADC). On September 17, 2013, ADC was incorporated as the
TVC. ACR has subscribed to 296 preferred shares and 32 common shares for 34% ownership
in ADC. As at March 27, 2015, ADC has not started operations.

Marketing Agreements

ALC and SLRDI have a Marketing Agreement with Fil-Estate Group of Companies (FEGC)
for the latter to market and sel} the individual lots at Eagle Ridge. FEGC is entitled to a
marketing commission of 12% of the sales contract price.

Engineering, Procurement and Construction Contract (EPC)
On March 30, 2011, Sarangani entered into EPC contract with the consortium of Daelim

Industrial Co. Ltd, a company incorporated in Korea, and Daelim Philippines Incorporated, a
company incorporated in the Philippines (“Contractor”). Under the terms of the contract, the
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Contractor shall perform any and all services and provide any and all equipment and
construction equipment necessary to perform the work in accordance with the EPC contract on
a fixed-price, turnkey basis and shall deliver a fully operational power plant facility (SM 200).

On December 29, 2011 and May 24, 2012, Amendments | and 2 to the EPC, respectively,
were signed, revising certain portions of the EPC. Construction of Phase 1 of the SM200
commenced in July 2012 and is expected to be completed in August 15, 2015,

On December 27, 2012, SRPI entered 3-year Construction Contract also with Daelim
Philippines, Incorporated (“Daelim”) for a 2.38 billion fixed-price, date certain and tummkey
basis. Under the Construction Contract, Daelim shall provide the design, engineering,
procurement, supply, construction, start-up, testing and commissioning of the 100 MW coal-
fired power station or the ZAM100 project.

Registration with Zamboanga City Special Economic Zone Authority (ZAMBOECOZONE}
and Kamanga Agro-Industrial Economic Zone

On November 20, 2012, SRPI obtained the certificate of registration and tax exemption issued
by the ZAMBOECOZONE. As a registered ZAMBOECOZONE enterprise, SRPI shall enjoy
incentives and benefits provided for in Republic Act (R.A.) 7903 Sections 4(e) and 4(f) and
Sections 43-44, 57-59 and 62 of R.A. 7903 throughout the Lease Agreement with
ZAMBOECOZONE (see 15.c)

On June 7, 2011, Philippine Economic Zone Authority (PEZA) approved Sarangani’s
registration as an Ecozone Utilities Enterprise inside Kamanga Agro-Industrial Economic
Zone located at Barangay Kamanga, Maasim, Sarangani Province.

As a power generation registered economic zone enterprises SRPI and Sarangani are entitled
to the following incentives:

(a) Exemption from national and local taxes and in lieu thereof payment of a special tax rate
of 5% on gross income; and

(b) Tax and duty free importation of capital equipment, machineries and spare parts.

(c) VAT-zero rating on local purchases subject to compliance with BIR and PEZA
regulations/requirements.

Land Lease Agreement with ZAMBOECOZONE

On January 27, 2013, SRPI entered into a Land Lease Agreement with ZAMBOECOZONE
for a period of 31 years from execution of the lease Agreement. The leased properties consist
of: (a) 300,000 sq.m. for the Main Power Plant Area; and (b) 37,000 sq.m. for the Port Facility
Area. Payment of monthly rental will commence on October 1, 2013 and subject to fee
escalation. On January 27, 2014, SRPI received billing from ZAMBOECOZONE covering
period October 1, 2013 to December 31, 2013. However, SRPI requested for the deferment of
the recognition of its rental obligations to ZAMBOECOZONE for the three (3} months period
ended December 31, 2013 pending resolution of the certain conditions requisite for the start of
rental payments. SRPI requested for revised billing to reflect the three-month deferment of
the full rental rates.

On April 2, 2014, ZAMBOECOZONE issued revised billing to SRPI amounting to

210.2 million for period starting January 1, 2014 to March 2015. In response to the revised
billing, SRPI wrote to ZAMBOECOZONE on October 24, 2014 communicating that while the
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plant site was cleared of informal settlers, the conflicting positions taken by the Department of
Agrarian Reform and the Office of the Government Corporate Counsel on land use conversion
have made the use of the land for industrial purposes uncertain, Despite the issue on land use
conversion, SRPI tendered payment of B10.2 million to show good faith and willingness to
continue with the contract. As at March 27, 2015, SRPT has not yet received response from
7ZAMBOECOZONE. Meanwhile, the payment 210.2 million is recorded as security deposits
under “Other noncurrent assets” account as at December 31, 2014.

35. Contingencies

There are contingent liabilities that arise in the normal course of the operations of the Group,
which are not reflected in the accompanying consolidated financial statements as management
believes that it is not probable that the contingent liabilities will affect the Group’s operations and
consolidated financial statements.

36. Other Matters

a.

Electric Power Industry Reform Act (EPIRA)

RA No. 9136, the EPIRA of 2001, and the covering Implementing Rules and Regulations

(TRR) provide for significant changes in the power sector which include among others:

i. The unbundling of the generation, transmission, distribution and supply and other
disposable assets, including its contracts with IPP and electricity rates;

ii. Creation of a Wholesale Electricity Spot Market within one year; and

iii. Open and non-discriminatory access to transmission and distribution systems.

The law also requires public listing of not less than 15% of common shares of generation and
distribution companies within 5 years from the effectivity of the EPIRA. It provides cross
ownership restrictions between transmission and generation companies and between
transmission and distribution companies, and a cap of 50% of its demand that a distribution
utility is allowed to source from an associated company engaged in generation except for
contracts entered into prior to the effectivity of the EPIRA.

There are also certain sections of the EPIRA, specifically relating to generation companies,
which provide for a cap on the concentration of ownership to only 30% of the installed
capacity of the grid and/or 25% of the national installed generating capacity.

Based on the assessment of management, the operating subsidiaries have complied, with the
applicable provisions of the EPIRA and its IRR.

Clean Air Act

The Clean Air Act and the related IRR contain provisions that have an impact on the industry
as a whole and on the Group in particular, that needs to be complied with. Based on the
assessment made on the power plant’s existing facilities, management believes that the
operating subsidiaries comply with the applicable provisions of the Clean Air Act and the
related IRR.
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