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Securities ana
Exchange
Commission

FoH PP IHNTS

SEC FORM - I-ACGR

INTEGRATED ANNUAL CORPORATE GOVERNANCE REPORT

GENERAL INSTRUCTIONS
A, Use of Form I-ACGR
This SEC Form shall he used as a tool to disclose Publicly-Listed Companies’ compliance/non-
compliance with the recommendations provided under the Code of Corporate Governance for
Publicly-Listed Companies, which follows the "comply or explain” approeach, and for harmonizing the
corporate governance reportorial requirements of the SEC and the Philippine Stock Exchange [PSE).

B. Preparation of Report

These general instructions are not to be [iled with the report, The report shall contain the numbers

and captions of all items,

The 1-ACGR has four columns, arranged as follows:

RECOMMENDED CG COMPLIANT/ ADDITIONAL EXPLANATION
PRACTICE/POLICY NON- INFORMATION
_ COMPLIANT
Contains CG Practices/ Policies, | The company | The  company | The PLCs shall provide
labelled as follows: shall  indicate | shall  provide | the explanations for
compliance or | additional any non-compliance,
(1} “Recommendations” - | non- information Lo | pursuant to the "comply
derived from the CG Code | compliance support their | or explain” approach.
for PLCs; with the | compliance
(2} “"Supplement to | recommended with the | Please note that the
Recommendation” - | practice. recommended explanation given should
derived from the PSE CG L0 practice describe tha non-
Guidelines far Listed compliance and include
Companies; how the overall
(3) “Additional Principle heing
Recommendations” - CGO recommended is still

Practices not found in the CG
Code for PLCs and PSE CG
Guidelines but are expected
already of PLCs; and

being achieved by the
company.

*Not Applicable” or

(4) “Optional "None” shall not be
Recommendation” considered as
practices  taken from  the sufficient explanation
ASEAN Corporals

Gowernance Scorecard

*1tems under (1) - [3) must be
answered/disclosed by the
PLCs following the “comply or
explain” approach. Answering
of items under (4) are left to
the discretion of PLCs.




C. Signature and Filing of the Report

a. Three (3) copies of a fully accomplished 1-ACGR shall be filed with the Main Office of the

Commission on_or before May 30 of the following year for every year that the company

remains listed in the PSE;

b. At least one (1) complete copy of the I-ACGR shall be duly notarized and shall bear original and
manual signatures

¢, The IFACGR shall he signed under path by: (1) Chairman of the Board; (2] Chief Executive Officer
or President: {3) All Independent Directors; (4) Compliance Officer; and (5] Corporate Secretary.

d.  The l-ACGR shall cover all relevant information from January to December of the given year,

o All reports shall comply with the full disclosure requirements of the Securities Regulation Code,

SEL Form — -ALDGR ™ Updabed 210ec2017
Page 2 of 48



Securities and
Exchange
Cnmnjlssian

L] Fikil1

SEC FORM - [-ACGR

INTEGRATED ANNUAL CORPORATE GOVERNANCE REPORT

1. Forthe liscal year ended December 31,2018

2. SEC ldentification Number AS094-002365 3. BIR Tax [dentification No, 003-868-048

4. Exact name of issuer as specified in its charter SPC POWER CORPORATION

5. Philippines . (SEC Use Only)

Mrovince, Country or other jurisdiction of Industry Classification Code:
incorporation or organization

7. 7W Floor, Cebu Holdin

Address of principal office Postal Code

8 [6332)2320375;232 0377 ;(632)8104474 to 77
[ssuer's telephone number, including area code

9, Mot Applicable B
Former name, former address, and former fiscal vear, if changed since last report,

SEC Form — 1 ACGR * Uadated 210ec201?

Paga 3 af 48



INTEGRATED ANNUAL CORFORATE GOVERNANCE REPORT
COMPLIANT ADDITIONAL INFORMATION EXPLANATION
/ NON-

COMPLIANT
The Board's Governance Responsibilities

Principle 1: The company should be headed by o competent, working board to foster the long- term success of the corporation, and to sustain its
competitivenass and profitabiity in o mannar consistent with its corporate objectives and the long- ferm best interasts of its shareholders and other
stakehalders,
Recommendation 1.1
1. Board is composed of directors with

collective working knowledge, experience | Compliant

or expertise that is relevant to the

_ company's industry/sector. B Refar ta the profile of incumbent
2. Board has an apprapriate mix of Compliant Board of Directors and Executive
competence and expertise. Officers in our Annual Report for the
3. Directors remain qualified for their positions | Compliant year ended Dec, 31, 2018
individually and collectively o enable per SEC Form 17-A; see also
them to fulfill their roles and responsibilities WOWWL S DT DOWENgroUD . Corm

and respond to the needs of the
organization,

Recommendation 1.2

| 1. Board is composed of a majority of non Compliant See Annual Reports as of Dec. 31,

execulive directors, 2018 per SEC Form 17-A; see also
WWW.SDCROWergroup. com

Recommendation 1.3
1. Company provides in its Board Charter Compliant | Refer to the Revised Manual on
and Manual on Corporate Governance o ‘ Corporate Governance
policy on training of directors. http://www spopowergroup.com/corp
‘ orafe-governance/manual-of-
corporote-governancs/

SEC Rorm — | ACGR * Updaled 210ec2017

“age 4 of 48



2. Company has an orentafion progrom for Compﬁdn’r
first timme directors.

3. Company hos relevant annual continuing Compliant
training for all directors,

Recommendation 1.4

. Board has a policy on board diversity. Compliant

Optional: Recommendation 1.4

1. Company has a policy on and discloses
measurable objectives for implementing its
board diversity and reports on progress in
achieving its objectives.

Recommendation 1.5

S5EC Form 1-ACGR = Lipdated 21 Dec? 007

section 2.2.1.2 of the Revised Manual
On Corporate Governance of the
Company adopts a policy fraining of
Directars, including an orientation for
first time directars.

See Annual Report for the vear ended
Dec. 31, 2018 per 5EC Form 17-A and
Revised Manual on Corporate
Governance

http:/ fwwew spepowergroup.com/corp
orate-governance/manual-of-
corporate-governance/

Provide information on or link/reference
1o a document containing the
company's policy and measureable
objectives for implementing board
diversity.

Provide link or reference to a progress
reportin achieving its objectives.

Fape 5 of 48



1. Board is assisted by a Corporate Secretary. | Compliant | See Annual Report for the year ended
Dec. 31, 2018 per SEC Form 17-A, By-
Lorws and Bevised Manual on
Corporate Governance

http:/fwww spcoowergroup.comyfcorp
orate-governance/manual-of
corporate-govermance/

_- 2. Corporote Secretfary is o separate

individual from the Compliance Officer. Compliant | See Annual Report for the yvear ended
Cec, 31, 2018 per SEC Form
| 17-4A
3. Corporate Secretary is not a member of Compliant )

the Board of Directors.
4. Corporate secretary attends training/s on
corporate governance. Compliant see Annex |

Optional: Recommendation 1.5

SEC Form — FACGR ™ Updated 210Dec2007

Page 6ol 48



1. Corporate Secretary distributes materials Frovide proof that corporate secretary
for board meetings at least five business distributed board meeting materials at

days before scheduled meeting. least five business days before
scheduled meeting

Recommendation 1.4
. Board is assisted by a Complionce Officer, Compliant

2. Compliance Cfficer has a rank of Senior Compliant | See Annual Repart for the yvear ended
Vice President or an equivalent position , Dec. 31, 2018 per SEC Form
with adeguate stafure and authority in the 17-A
corporatfion

3. Compliance Officer is not a member of | Complhant
the board.

| 4, Complionce Officer attends training/s on Compliant Sea Annex 2

corporate governance,

| Principle 2: The fiduciary roles, responsibilities and accountabilities of the Board as provided under the law, the company's arficles and by-laws, and

other legal pronocuncements and guidelines should be clearly made known to all directars as well as to stockholders and other stakeholders.
Recommendation 2.1 iy

SEC Farmn FACGR Y Updated 210ec?017

Fage 7 of 48



1. Directors act on a fully informed basis, in Compliant | See minutes of General Stockholders!
good faith, with due diligence and care, Meeting
| and in the best inferest of the company. hittp:/ fvwww spCcpowergroup.comy/com
pany-disclosures/

Recommendation 2.2

1. Board oversees the development, review
and approval of the company's business Compliant See Annex 3
objectives and strategy.

2. Board oversees and monifors the
implemantation of the company’s business | Compliant See Annex 2/
objectives and strategy.

Supplement to Recommendation 2.2
1. Board has a clearly defined and updated Compliant | Refer to website link
vision, mission and core values,
hitpd fwww spocpowergroup.com/abo
U-us/mission-vission-and values/

2. Board has a strategy execution process
that facilitotes effective managerment Compliant See Annex 4and 5
performance and is attuned to the
cornpany's business environment, and
culture.
Recommendation 2.3
1. Board is headed by o competent and see Annual Report for the year

qualified Chairperson, Compliant ended Dec. 31, 2018 per SEC Farm
17-A; see qlso
WWW SPICROWETIroup.com

SEC Furm o FACGR * Updated 2 10ec201?
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Recommendation 2.4

|. Board ensures and adopts an effective
succession planning program for directors,
key officers and managemeant.

2. Board adopts a policy on the retirement
for directors and key officers.

Recommendation 2.5

1. Board aligns the remuneration of key
officers and board members with long-
term interasts of the company.

2. Board adopts a policy specifying the
relationship petween remuneration and
performance.

Compliant | For Directors: See section 2.2.1.4 of the |
Revised Manual of Corporate
Governance and Article 3 of Amended |
By-Laws,

Compliant | For Key Officers and Management: Sea
Article 5 of the Amended By-Laws.

Compliant | see Annual Report for the year
| ended Dec. 31, 2018 per SEC Form
17-A: see also
WOWW SIS DOWEIOIOUL SO

Compliant |
| Seesection 2.2.1.11 of the Revisad
| Manual of Corporate Governance

3. Directors do not participate in discussions
or deliberations invelving his/her own
remuneration,

Optional: Recommendation 2.5
1. Board approves the remuneration of senior
executives.

Compliant

Frovide proof of board approval

2. Company has measurable standards to
align the performance-based
remunerafion of the executive directors
and senior executives with long-term
interest, such as claw back provision and
deferred bonuses. |

Recommendation 2.6

SECFarm ILACGR * Undated 210ec2017

Frovide information on or link/reference |
to a document containing measurable
standards to align performance-based
remuneration with the long-term
interest of the company.

Fage 9 of 48



1. Board has a formal and fransparent board | Compliant
nomination and elaction policy,

See section & of the Revised Manual on
2. Board nomination and election policy is Compliant | Corporate Govermnance
disclosed in the company's Manual on
| Corporafe Governance.
3. Board nomination and election policy Compliant
includes how the company accepted

nominations from minarity shareholders, |
The: Company follows SEC Rule 38 far

4. Board nomination and slection policy Compliant | Independent Director and applies the |
includes how the board shortlists same by analogy fo the other directors
candidates. -

5. Board nomination and election policy Compliant

includes an assessment of the
effectiveness of the Board's processes in
the nomination, election or replacement
of a director. _ N
4. Board has o process for identifying the Compliant

The Company follows SRC Bule 38 for — -
Independent Director and applics the

qualiwlmf c_iirecfrors that is aligned with the sarme by analogy to the other directors
strategic direction of the company.

"Dﬁnnul: Recommendation to 2.6

1. Company uses professional search firms or ldentify the professional search firm
other external sources of candidates (such used or other external sources of
as director databases set up by director or candidates '

shareholder bodies) when searching for
candidates 1o the board of directors.

Recommendation 2.7

SLC Form — FACGR " Updated 2 10ec 2017
Page 10 of 48



Board has overall responsibility in ensuring

that there is a group-wide policy and
system governing related party
transactions (RFTs) and other unusual or

infrequently occurring transactions.

Compliant

see section 2.2.1.2 of the Raevised
Manual on Corporate Governance

EPT policy includes appropriate review
and approval of material RPTs, which
guarantee taimess and fransparency of
the fransactions.

Compliant

See Mote § of the Motes to the
Consolidated Financial Statements os
of and tor the vear ended Dec. 31,
2018.

EPT policy encompasses all entities within
fhe group, taking into account their size,
structure, risk profile and complaxity of
operations.

Supplement to Recommendations 2.7

ZEC Form FACGR * Updated 210ec2017

Compliant

All Related Party Transactions are
| disclosed regardless of amount.

Page 11 of 48
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Board clearly defines the threshold for
disclosure and approval of RPTs and
categorizes such fransactions according
to those that are considered de minimis or
transactions that need not be reported or
announced, those that need to be
disclosed, and those that need prior
shareholder approval. The agogregate
amount of BFTs within any fwelve [12)
maonth peried should be considered far
purposas of applying the thrasholds for
disclosurae and approval.

Compliont | Sea Note 5 of the Notes to the
Consclidated Financial Statements as
of and for the year ended Dec. 31,
[ 2018,

Recommendation 2.9

Boord establishes a voling system whereby
o majority of non-related party
shareholders approve specific tvpes of
related party fransactions during
shareholders’ meetings.

Recommendation 2.8
l.

Board is primarily responsible for approving
the selection of Management led by the
Chief Executive Officer (CEQ) and the
heads of the other control functions (Chief
Risk Officer, Chief Compliance Officer and
Chief Audit Executive).

Compliant | See Agenda for the Annual
Stockholders' Meeting re Ratifications
of All Previous Actions of the Board of
Directors and Officers of the
Corporation Since the Last
Annual/Regular Meeting.

Compliant | By-Laws of the Company [(sse
WWW . SDCDOWErgroup.com)

Board is primarily responsible for assessing
the performance of Management led by
the Chief Executive Officer (CEQ) and the
heads of the other contral funclions {Chief
Risk Officer, Chiet Compliance Officer and
Chief Audit Executive).

SEC Form LADGRE = Updaten J1Nec2017

Compliant | See section 2.2,1.9 of the Revised
Manual on Corporate Governance
(seehttpy//www. spcpowergroup.com/
corporate-governance/manual-of

corporate-governance/)

Pege 12 om 48



Board establishes an effective
performance managemeant framework
that ensures that Management's
performance is af par with the standards
st by the Board and Senior Management.

Boord estaizlishes an effective
perfarmance managemeant framework
that ensures that personnel’s performance
is at par with the standards set by the
Board and Senicr Management.

Recommendation 2.10

g

Board oversees that an appropriate
internal control system is in place.

ton-
Compliant

Maon-
Compliant

Compliant

The internal control system includes a
mechanism for monitoring and managing
potential conflict of interest of the
Management, memiers and shareholders.

Recommendation 2.11

Compliant

Board upprovesjrhe Internal Audit Charter.

SEC Furm - FACGR * Updated 2i0ec2017

seesection 2.2.1.9 of the Revised
Manual on Corporate Governance at
| htipy f'www.spcpowergroup.com/corp
orate-governance/manual-of-
corporate-governance/

Compliun’r

see section 2.2.2.4 (b} of the Revised
Manual on Corporate Governance ot
http://www.spcpowergroup. com/corp

corporate-governance/

Although the Board has no formal
performance managaemeant fromewaork,
the agenda for every board meeting
requiras inclusion of reports that serve as
parameters by which the board measures
the performance of management. This
include financial reports, operations
report, update on projects.

The Board delegated to the Management
Committee, the function of establishing
effective performance management
framework that ensures personnel’s
performance.

Pagc 13 of 48




Board oversees that the compan;hos ir

place o sound enterprise risk management

[ERM) framework to effectively identify,
rmonitar, assess and manage key business
risks.

' Recommendation 2.12

The risk maonagement framework guides
the board in identifying units/business lines
and enterprise-level risk exposures, s well
as the effectiveness of risk management
strategies.

Board has a Beoard Charter that formalizes
and clearly states its roles, responsitilities
and accountabilities in carrying out its
fiduciary role.

Cormplicnt

Compli(:m_

Compliant

Board Charfer serves as a guide to the
directors in the perfformance of their
functions.

Compliant

Optional: Principle 2

Board Charter is publ-id'f available and
posted on the company’'s website.

Board has a clear insider trading policy.

Company has a policy on granting loans
to directors, either forbidding the practice
or ensuring that the transaction is
conducted at arm's length basis and at
market rates.

Comp'rir::mt

Compliant

See section 2.2.1.2 of the Revised
Maornuwal on Corporate Governance at
hittp:/ feeww spepowergroup.comy/ corp
orate-governance/manual-of-
corporate-governance/

see Mofe 29 of the MNotes to the
Conselidated Financial Statements s
of and for the yvear ended Dec. 31,
2018.

Revised Manual on Corporate
Governance of SPC Power Corporation
at

http fwww spocpowergroup.comfcorp
orate-governance /manuagl-of-
corporate-governance/

SEs WWW SDCpOWEargroun,com

Frovide information on or link/reference
lo a document showing company's
policy on granting loans to directors, if
any.

Company discloses the types of decision
requiring board of directors' approval.

Indicate the types of decision requinng
board of directors’ approval and
where there are disclosed.

SLC Form — FACGR T Updated 2 10ec 2017

Hage 14 of 48
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Principle 3: Board committees should be set up to the extent possible to suppart the effective performance of the Board's functions, particularly with |
respect to audit, risk management, related party transactions, and other key corporate governance concerns, such as nomination and
remuneration. The compaoasition, functions and responsibilities of all committees estaklished should e contained in a publicly availakle Committee
Charter.

Recommendation 3.1

1. Board establishes board committees that Revised Manual on Corporate
focus on specific board functions to aid in Compliant | Govemnance of the Company at
the optimal performance of its roles and hiitp:/ S www Spopowergroun.comy/corg
responsibilities. orate-governance/manual-of-

corporate-governance/

Recommendation 3.2

. Board estaklishes an Audit Commities fo Revised Manual on Corgaorate
; enhance its oversight capability over the Compliant | Governance of the Company
' company's financial reporting, internal hittp: fwww spcpoowergroup.com/corg
canfrol system, internal and external audit | orate-governance/manual-of-
processes, and compliance with corporate-governancs/

applicakle laws and regulations.
2. Audit Commiltee is composed ot at least See Annual Report for the vear endead
three appropriately qualified non- Compliant | Dec. 31, 2018 per SEC Form 17-A
executfive directors, the majority of whom,
including the Chairman is independent.
3. Al the members of the committes have See Annual Report tor the vear endad
relevant background, knowledge, skills, Compliant | Dec. 31, 2018 per SEC Form 17-A
and/or experience in the areas of
| accounting, auditing and finance.
4. The Chairman of the Audit Committes is See Annual Report for the yvear ended
not the Chairman of the Beard or of any Compliant | Dec. 31, 2018 per SEC Form 17-A
other committee.
Supplement to Recommendation 3.2

SLC Farm — 1 ACGR * Updated 2 i0ec2017
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1. Audit Committee approves all non-audit

See section 2.2.2.1.27 of the Revised

services conducted by the external Compliant | Manual Corporate Governance at

cuditor, hitp:/ fwww spopowesrgroup.comydcorg
orafe-governance/manual-of-
corporate-governance/

2. Audit Committee conducts regular Per Section 2.2.2.1.2 of the Revised
meetings and dialogues with the external Man- tanual on Corporate Governance, the
audit team without anyone from Zompliant audit committes shall mest external
management present. auditor without management's presence

at least annually. No such meeting was
held,

Optional: Recommendation 3.2

1. Audit Committee meet at least four tfimeas Indicaie the number of Audit I
during the yvear, Committee meetings during the year

and provide proof

2. Audit Committee approves the Provide proof that the Audit
appointment and removal of the internal Committes approved the
auditor. appointment and removal of the

internal auditor.

Recommendation 3.3 Y

1. Board establishes o Corporate See Sections 2.2.22 and 2.2.2.2.2 of
Governance Committee tasked to assist Compliant | Manual on Corporate Governance at

the Board in the performance of its
corporate governance responsibilities,
including the functions that were formerly
assigned to a Nomination and
Remuneration Committee.

SEC Farm  1SACGR * Lipdated 210ec201 )

1

http:/ fwww. spopowergroup.com/corg

crate-govemance/manual-of-
corporate-governance/

Page 16 ot 48



Corporate Governance Committee is

Optional: Recommendation 3.3. B

Corporate Governance Committes meet
al least bwice during the year.

T

Recommendation 3.4

Board establishes a separate Board Risk

effectiveness.

composaed of at least three members, all Compliant
of whom should be independent directors.

3. Chairman of the Corporate Governance
Cormmittee is an independent direciar. Compliant

| thereof.

see dechion 2.2.2.2 of the Manual
Corporate Govermnance af

http:/ S www.spopowergrous.com/corg
crate-govermance/manual-of-
corporate-governance/

Sea Section 2.2.2.2 of the Manual
Corporate Governance at

hittps fowwond SpPCDOWESIgrouD.Comycorg
orate-governance/manual-of-
corporate-governance/

Indicate the number of Carporate
Governance Committee meetings held
during the year and provide proof

Chairman.

committes.

Owersight Committee [BEQC) that should Mor-

be responsible for the oversight of a Compliant

company's Enferprise Risk Management

system 1o ensure its funciionality and

BROC is composed of at least three

mempers, the maojority of whom should be Mon-

independent directors, including the Compliant

The Chairman of the BROC is not the

Chairman of the Board or of any other MNon-
Compliant

The functions of the BROC are performed
| by the Audit Committee.

SEC Form — 1-ACGE * Updated 210ec2017

The functions of the BROC are performed
by a five (5] - member Audit Commitiee,
majority of which are independent |
directors including the chairman.

The functions of the BROC are performed
by the Audit Committee. However, the
chairman of the audit committee is not

the chairman of any another board
commitiee,

Page 17 uf 48



4, At leqst one memizer of the BEOC has
relevant thorough knowledge and
expenance onrsk and rsk managemeant.

Recommendation 3.5

M-
Compliant

The functions of the BROC are performed
by the Audit Committee. The members of
the audit committee have relevant
thorough knowledge and experience on
risk and risk management. See profile of

the Board of Directors per Annual Report
for the year ended Dec. 31, 2018 per SEC
Form 17-A e |

1. Board establishes a Related Party
Transactions (RPT] Committes, which is
tasked with reviewing all material related
party transactions of the company.

Mon-
Compliant

‘ 2. EPT Commifttee is composed of at least

three non-executive directors, two of
whom should be independent, including
the Chairman,

Recommendation 3.4

1. Al established committees have a
Committee Charter stating in plain terms
their respective purposes, memberships,
structures, operations, reporting process.
resources and other relevant information.

Mon-
Cormplicint

Compliant

SEC Form—1 ACGH ™ Updaled 210e02017

see Revised Manual on Corporate
Governance af
hittp:/ fwww. SpCpowergroup.com/corn

| The functions of the BROC are performed

orate-governance/manual-of-
corporgte-governance/

see Revised Manual on Corporate

| Governance aft

The functicns of the RPFT Committee are
performed by the Audit Committes.

by a five (5] - member Audit Committee,
majority of which are independent
directors including the chairman. See
profile of the Board of Directors per
Annual Report for the year ended Dec,
31, 2018 per SEC Form 17-A.

Fage 185 of 48



2. Committee Charters provide standards for hitp:/ fviwiw spepowergroup.com/oorg

evaluating the performance of the Compliont | crate-govemance/manual-of-
Committess. corporate-governance/

3. Committee Charters were fully disclosed See Revised Manual on Corporate
on the company's website, Compliant | Governance at

httoy f'www spcpowergroup.com/corp
orate-govemance/manual-of-
corporate-governance/

Principle 4: To show full commitment to the company, the directors should devote the time and attention necessary to properly and effectively
perform their duties and responsibilities, including sufficient fime to be familiar with the corporation's business.

Recommendation 4.1
| 1. The Directors attend and actively
parficipate in all meetings of the Board,
Committees and shareholders in person or Compliant seg Annex 5
through tele-/videoconferencing
conducted in accordance with the rules
and regulafions of the Commission. |

2. The directors review meeting materials for Compliant | Refer to Section 5, Article 3 of the
___dll Board and Committee meetings. Amended By-Laws of the Company
3. The directors ask the necessary queastions see attached minutes of meeaeting of
or seek clarfications and explanations Compliant | the BOD held on Nov. 20, 2017
during the Board and Committee
meeatings. See Annex b

Recommendation 4.2 :

SEC Form — 1-ACGH = Updated 210ec2017
Fape 19 of 48



1.

' Recommendation 4.3
»

Mon-executive directors concurrently serve
in a maximum of five publicly-listed
companies to ensure that they have
sufficient time to fully prepare for minutes,
challenge Management's
proposals/views, and overnes the long-
term strategy of the company.

The directors notify the company’'s board

before accepting a directarship in another

COoOMmEany.

Optional: Plple 4

Company does not have any executive
directors who serve in more than fwo
boards of listed companies outside of the

SRR

Company schedules board of directors’
meetings before the start of the financial

Complicnt

Meon-
Compliant

See Section 2.2.1 .8 of the Manual on
| Corporate Governance at
hito/ fwww spepowergroup.com/corg
orate-govemance/manual-of-
corporate-governance/

Board of directors méet at least six times

il
yedar.
=
4,
during the year.
|
| 5.

Principle 5: The board should endeavor 1o exercise an abjective and independent judgment on all corporate affairs

Company reguires as minimum guorum of

ait least 2/3 for board decisions.

SEC Farrmn — FACGR * Updaled 210ec21?

The company does not require prior
written notification from the director on his
acceptance of directorship in another
company. However, they are required to
update the company of their board
_membership in other companies.

Indicate the number of board
meetings during the year and provide
proof

Indicate the reqﬁired minimum guorum
for board decisions

RPagc 20 of 48



Recommendation 5.1

|. The Board has at least 3 independent
directors or such number as o constitute
one-third of the board, whichaver is higher.

Recommendation 5.2

1. The independent directors possess all the
qualifications and none of the
disqualifications fo hald the positions.

Supplement o Recommendation 5.2

1. Company has no shareholder agreements,
Evg-lawes provisions, or ather arangements
thot constrain the directors' ability 1o vole
independently.

Recommendation 5.3

' 1. The independent directors serve fora
cumulative term of nine vears [reckonad
from 2012).

Compliant

Compliant

Compliant

Complicant

2. The company bars an independent
directar fraom serving in such capacity after
the term limit of nine years,

SEC Porn— FACGH * Updated 210ec201 )/

Compliant

| See profile of the Board Directors per
Annual Report for the vear ended Dec,
31,2018 per SEC Form 17-A al

WOWW SDCDOWENgrou . com

see profile of the Board of Directars per
Annual Report for the year ended Deac.,
31, 2018 per SEC Form 17-A atl

WO S DD OW SN MU, SO

See Section 2.2.1.3 of the Manual on
Corporate Governance at
hitp/fwww.spcpowergroup.com/corp
orate-governance/manual-of-
Corporate-governance/

See profie of the Board of Directors per
Annuadl Report for the year ended Deac,
31, 2018 per SEC Form 17-A at
WWW.SDCPOWENgroup.com

See Section 2.2.1.7.1 of the Manual on
Corporate Governance at

hitp:/ fwww spopowergroup.com/corp
orate-governance/manual-of-

corporate-governance
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3. In the instance that the company retains
| . ; i
an independent director in the same
capacity after nine years, the board
provides mertorous justification and seaks
shareholders’ approval during the annual
shareholders’ meeating.

Recommendation 5.4

1. The pasitions of Chairman of the Board
and Chief Executive Cfficer are held by
separate individuals.

2. The Chairman of the Board and Chief
Executive Officer have clearly defined
responsibilities.

1. If the Chairman of the Board is not an

independent director, the board
designates a lead director among the
independeant direciors.

Recommendation 5.4

1. Directors with material interest in a
transaction affecting the corporation
abstain from taking part in the

deliberations on the fransaction.

SLE Form = 1-ACGER T Updatet FINecilly

Compliant

Compliant

See Section 2.2.1.7 of the Manual on
Corporate Governance at

hittp:/ fwww spcpowergroup.com/icorp
orate-governance/manual-of-
corparaie-governance/

| Chairman of the Board: Alfredo |,
Henares

Chiet Executive Officer: Dennis T,
| Villareal

Cormpliant

Refer to Arficle 5 of Amendead By-Laws
of the company and Section 2.2.3 of
the Revised Manual on Corporate
Governance al

orgie-governance/manucl-of-

Mon-
Compliant
see section 2.2.1.3 of the Revised
Compliant | Manual on Corporate Governance af

http://www.spcpowergroup.com/corp
orate-governance/manual-of-
corporaie-governance,/

hito:/ ’www. spcpowergroup.comfcorp |

The Board has not designaoted a Lead
Director  among  the  independent
directors. This is however, being
considered fo be taken up.
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Recommendation 5.7

1. The non-executive directors (NEDs) have
separate perodic mestings with the
external qguditor and heads of the internal
audit, compliance and risk functions,
without any executive prasent,

Mor-
Compliant

Z. The meetings are chaired by the lead
independent director.

Optional: Principle 5

the company in the past 2 years.

| 1. Hone of the directors is a former CEC of |

Maon-
Compliant

Provide name/s of company CEO for
the past 2 vears

The non-executive directors do  not
conduct separate meeting or periodic
meeatings with the external auditor and
heads of the internal audit, compliancs
and sk functions, without any executive
prasent. The MNon-executive directars
based on therr assessment on  how
management performs its task do not find
it as yet necessary to have a meeting
without ifs presence. However, if in the
future, they find it necessary to do so. the
MEDs will hold one.

The non-executive directors do  not
conduct separate  mestings  periodic
meeting with the external ouditor and
heads of the internal audit, complionce
and risk functions, without any executive
present, for the same reason above
stated

| Principle &: The best measure of the Board's effectiveness is through an assessment process. The Board should regularly cary out evaluations to

Recommendation 4.1

of its performance as a whole,

. Boord conducts an annual self-ossessment

Compliant

of his performance.

2. The Chairman conducts o self-assessment

Comprimn’r—:

3. The individual members conduct a self-
assessment of their performance.

SEC Form —1 &CGH = Updated 210e02017

Compliant

appraise its perfformance as a body, and assess whether it possesses the right mix of backgrounds and competencies.

see Annexas 7 - 12
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Principle 7: Members of the Board are duty-bound to apply hi

Each committee conducts a self-
assessment of its paerformance.

Every three years, the assessments are
supported by an external facilitator,

Board has in place a system that provides,
at the minimum, critera and process 1o
cdetermine the performance of the Board,
individual directors and committess.

Compliant

Man-
Comglicnt

Mo
Compliant

|

1.

2. The systermn allows for a feedback

mechanism from the sharehalders.

Recommendation 7.1

Board adopts a Code of Business Conduct
and Ethics, which provide standards tor
professional and ethical behavior, as well
as arficulate acceptable and
unacceptable conduct and practices in
internal and external dealings of the
company.

Mon-
Compliont

rueles,

Ihe Board will consider looking into the
necessity of engaging the servicas of an
external faciliiator.

The Board uses as d guide the Code of
Corporate . Governance for  PLC's,
Corporation  Code, the SRC and its
implementing rules, its own Manual on
Corparate Governance, SEC and PSE

Same as above

h ethical standards, taking info account the interests of all s’rr::kehders_

The Code is properly disseminated to the
Board, senicr management and
amployesas,

Compliant

SEC Form — FACGR * Updated 210ec2017

Although there s no formal "Code™
those mentioned above have been
disseminated through the SPC Website
of posting on Company Bulletin Boards
{see Annex 13)

| Company.

Although the Company has not codified
formally a Code of Business Conduct and
Ethics, it considers the Values it adopted,
in its Manual on Corporate Governance,
its policies on Related-Party Transactions,
Conflict of Interest, Insider Trading, Whistle-
Blowing Pelicy, SPC Code of Conduct,
sPC Uniform Conduct for employees,
serve as its "Code" providing the ethical
and professional behavior governing the

Page 24 ol 48



3. The Code s disclosed and made available

to the public through the company

welasite,

Supplement to Recommendation 7.1

1. Company has clear and stringent policies
and procedures on curbing and penalizing
company involvement in offering, paving
and receiving bribes,

Recommendation 7.2

1. Board ensures the proper and efficient
implementation and  monitoring of
complionce with the Code of Business
Conduct and Ethics. _

2. Board ensures the proper and efficient
implementation and monitoring of
compliance with company intermal policies.

cnd regulatory expectations.
Recommendation 8.1

1. Board establishes corporate disclosure
policies and procedures o ensure o
comprehensive, accurate, reliable and
fimely report 1o sharehalders and other
stakeholders that gives a foir and
complete picture of o company’s financial
condition, results and business operations.

Supplement to Recommendations 8.1

SLC Form — 1 ACGR ™ Updsted 210ec207

Complicnt

Complicnt

Compliant

Compliont

Although there is no formal "Code”
those menlioned above have besn
disseminated through the SPC Website,

Whistle-blowing policy. See
WWW SOCROWErgroup.com

Ses Annex 14

Disclosure and Transparency

Compliant

|

Principle 8: The company should establish corporate disclosure policies and procedures that are practical and in accordance with best practices

Fefar o Quarterly and Annucal
Operations and Financial Reports per |
SEC Forms 17-CQ and 17-4A.

pany-disclosures/
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Company distributes or makes availaole
annual and guarterly consolidated reports,
cash flow staterments, and special audit
revisions. Consolidoted financial
statements are published within ninety [20)
days from the end of the fiscal year, while
inferim reparts are published within forty-
five (45] days from the end of the reporting
period,

Compliant

Guarterly Reports (17-G: Within 45 days

after end of each quarter

Annual Reports [17-A): Within 105 days

from end of fiscal year in accordance
with

SEC Memo Circulars for

Companies listed in the PSE

Company discloses in its annual report the
principal risks associated with the identity
of the company's controlling shareholders;
fhe degree of ownership concentration:
cross-holdings among company affiliates;
and any imbalances between the
controlling shareholders’ voting power and
overdll equity position in the company.,

1. Company has a palicy requiring all

directors to disclose/report to the Compliant
company any dealings in the company's
| shares within three business days.
2. Company has a policy reguiring all officers
to disclose/report to the company any Compliant

dealings in the company's shares within
three business days.
plement to Recommendation 8.2

SEC Farm  FACGR * Updated 2 10ec2017

see Annual Report for the year ended
Dec. 31, 2018 per SEC Form 17-A

corporate-

: Re'cﬁmﬁedaﬂnn 8.2

Refer to Section 5 of the Revised
Manual on Corporate Governance at

hitp:/ fwww spepowergroup.com/cor

overnance
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{E®

Company discloses the trading of the
corponation's shares by directors, officers
(or persons performing similar functions)
and controlling shareholders. This includes
the disclosure of the company's purchass
of its shares from the market [e.g. share
buy-back program).

Recommendation 8.3

I

Board fully discloses all relevant and
material information on individual board
members to evaluate their experience
and qualifications, and assess any
potential conflicts of intarest that might
affect their judgment,

Board fully discloses all relevant and
material information on key executives 1o
avaluate their experience and
qualifications, and assass any potential
conflicis of interest that might affect their
judgment.

: Recommendation 8.4

Company provides o clear disclosure of ifs
policies and procedure for setting Board
remuneration, including the level and mix
of the same,

Compliant

Compliant

Compliant

Compliant

Refer to Section & of the Revised
Manual on Corporate Governance at
hito:/ fwww sDCpowerdroup.com/corp
crate-govemance/manual-of-
Corpordte-governance

See Annual Report for the vear ended
Dec. 31, 2018 per SEC Farm 17-A

see Annual Report for the vear ended
Dec. 31, 2018 per SEC Form 17-4

Refer to 2.2.1.11 of the Revised Manual
on Corporate Governance and Annual
Report for the yeor ended Deac. 31,
2018 per SEC Form | 7-A.

Company provides a clear disclosure of its
palicies and procedure for setting
executive remuneration, including the
level and mix of the same.

Sk Form — BAUGR T Updated 210=c2017

Compliant

Refer to 2.2.1.11 of the Revised Manual

on Corporate Governance and Annual
Repaort for the year ended Dec. 31,
2018 per SEC Form 17-4
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3. Company disclosaes the remuneration on

an individual basis, including termination

and retirement provisions.

Recommendation 8.5

1. Company discloses its policies governing
Related Party Transactions (RPTs) and other
unusual or infrequently cccurring
transactions in their Manual on Corporate
Governance.

Man-
Compliont

Compliant

2. Company discloses material or significant
RPTs reviewed and approved during the
year.

Supplement to Recommendation 8.5

1. Company reguires directors to disclose
their interests in fransactions or any other
conflict of interests.

Optional : Recommendation 8.5

1. Company discloses that RPTs are
conducted in such a way to ensure that
they are fair and at arms’ length.

Recommendation B.4

1. Company makes a full, fair, occurate and
timely disclosure to the public of every
material fact or event that oceour,
particularly on the acquisition or disposal
of significant assets, which could adversely
affect the viakility or the interest of its

Compliant

Compliant

Complicnt

SEC Form — FATGR * Updated 2 1082017

Refer 1o 2.2.1.2 of the Revised Manual

on Corporate Gowvernance ond

welbsite an BFT policy

For the fiscal year 2018, the COmpany
disclosad the remuneration on an
aggregale bass.

see Mofte § of the MNotes to the
Conselidated Financial Statements as
ot and for the year ended Dec. 31,
2018,

Although this is an established policy.
there is yvet no instance whera the
directors have conflict of interest in
tfransactions of the company.

Frovide link or reference where this is
disclosed, if any

See Mole 31 of the Notfes to the
Censolidated Financial Statements as
of and for the yvear ended Dec, 31,
2018.
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1.

Board appoints an independent party to
evdluate the fairmmess of the fransaction
price on the acquisition or disposal of
assetls,

Supplement to Recommendation 8.4

Company disclosas the existence,
justification and details on shareholder
agreements, voting frust agreements,
confidentfiality agreements, and such
other agreements that may impact on
the control, ownership, and strategic
direction of the company,

Company's corporate governance
policias, programs and procedures are
contained in its Manual on Corporate
Governance (MCG),

Compliant

MNan-
Compliant

Compliant

Company's MCG is submitted 1o the SEC

and PSE.

SECRorm - 1 ACGR * Updated 210ec2017

Compliant

It is always the company's policy to
engage independant parties (financial
advisors, fechnical advisors, legal
advisors) wheneaver thare is major
acquisition or disposal.

Please see attached for the
engagement of KEPCO Engineering
and Consultation Company, Inc. for
the feasibility study of the SPC-Coal-
fired Power Plant Project (See Annex
15

hitp:/ fwww spocpowergroup.com/corp
orate-governance/manual-of-
corporate-governance/and see Annex
16

Mo policy on this matter.

Recommendation 8.7

1.
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3. Company's MCG s posted on its company

webhsite,

Supplement to Recommendation 8.7

|

Company submits to the SEC and PSE an
updated MCG (o disclose any changes in
its corporate governance practices.

Optional: Principle 8

Does the company's Annual Report
disciose the following infermafion:

a. Corporate Cbhjectives

Compliant

Compliaont

Compliant

Compliant

t. Financial performance indicators

Compliant

c. Mon-financial performance indicatars

Compliant

. Dividend Policy

2. Biographical details [af least age,
academic gualifications, date of first
appaintment, relevant experience,
and other directorships in listed
compaonies) of all directors

Compliant

Compliant

f.  Attendance detagils of each director in
all directors meetings held during the
year

Compliant

. Total remuneration of each member of
the board of directors

SEC Farm — FACGHR * Uadated 210ec201/

Compliant

Rittos fwwiw spopowergroun. comyfcorg

ocrate-governance/manual-of-
corporate-governance/ and Annex 14

see Annual Report for the vear ended
Dec. 31, 2018 per SEC Form 17-4A

| Refer also to website link

bt feeww spepowergroup.com/com
pany-disclosure/

See also SEC Form 17-C for the
attendance details of each director in
all directors meetings held during the
year

1.
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[ 2. The Annual Report contains a statement

confirming the company's full compliance
with the Code of Corporate Governance
and where there is non-compliance,
identifies and explains reason for each
such issue.

M-
Compliant

3. The Annual Report/Annual CG Report

discloses that the board of directors
conducted a review of the company's
material controls (including operational,
financial and complionce controls) and

Compliant

| See Note 29 of the Notes to the
| Consclidated Financial Statements as
I of and for the year ended Dec. 31,
{208,

4. The Annual Report/Annual CG Report

contains a statement from the board of
directors or Audit Committee commenting
on the adequacy of the company's

internal controls/risk management systems. |

Mon-
Compliant

See Annex 17

5. The company discloses in the Annual

Report the key risks to which the company
is materially exposed to (l.e. financlal,
operational including IT, environmental,
social, economic).

Compliant

|

The Annual Feport does not contain such

statement.

The Annual Report did not  contan
statement from the board of directors or
audit committee commeniing on the
adeguacy of the company's interncal
control, However, the ocling Chalrman of
the Audit committee [Director Ramon Sy)
reported to the Board, the adequacy of the
company's  infernal contral when  he
presented the audited financial statements
for approval by the Board,

Mote: This minutes was signed only by the
Corporate Secretary because the members
of the board will gpprove and sign only
whan they wil meet again May 30, 2019,

See Note 29 of the Notes to the
Consolidated Financial Statements s
of for the year ended Dec. 31, 2018

Principle 9: The company should establish standards for the appropriate selection of an external auditor, and exercise effective oversight of the
same to strengthen the external auditor's independence and enhance audit quality.

SEC Form — -ACGR * Updated 21Dec2017
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2l

Audit Committee has a robust process for
approving and recommending the

See Annual Report for the year ended
Dec. 31, 2018 per SEC Form 17-A and

appointment, reappointment, remaval, Compliani | Revised Manual on Corporate

and fees of the external auditors. Governance
hitto:/ fwww sDcpowerdroupn.com/corp
grate-governance/manual-ot-
corporate-governance/

2. The appointment, reappaintment, See Annual Report for the yvear ended
removal, and fees of the external auditoris | Compliont | Dec. 31, 2018 per SEC Form 17-A and
recommended by the Audit Committee, Fevised Manual on Corporate
approved by the Board and ratified by the Governance
shareholders. htto:/fwww spocpowergroup.com/corns

crate-governance/manual-of-
corporgte-governance/

4, Forremoval of the external auditor, the See Annual Report for the vear ended
reqsons for removal or change are Dec. 31, 2018 per SEC Form 20-15 and
disclosed to the regulators and the public Compliant | Revised Manual on Corporate

1.

Recommendation 7.2

through the company website and
required disclosures.

Supplement to Recommendation 7.1

Company has a policy of rotating the lead
audit partner every five yaars,

SEC Form - LACGR ™ Updated 210ecz0l 7

Comliant

Governonoe

httpy/ fwww spepowergroup.com/corp

See SEC Form 20-15 Definitive
Information Statement [DIS)
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Audit Committee Charter includes the
Audit Committee's responsibility on:

Please see Section 2.2.2.1.2 of the
Fevised Manual on Corporate

Compliant | Governance

i assessing the integrity and
independence of external auditors:

ii. exercising effective oversight to hitp S www spopowergroup.com/corg
review and monitor the external orafe-governance/manual-of-
auditor's independence and corporate-goverance/
objectivity; and

iii. exercising effective oversight fo
review and maonitor the
effectivenass of the audit process,
taking into consideration relevant
Fhilppine professional and
regulatory requirements. '

2. Audit Committee Charter contains the Pleass see Section 2.2.2.1.2 of the

Committeg's responsibility on reviewing Revised Manual on Corporate

and monitoring the external auditor's Compliant | Governance

suitability and effectiveness on an annual hitp:/ fwww SpCpowWerQroup. comy/ cor

basis. orate-govermnance/manual-of- |

corporate-governance
Supplement to Recommendations 9.2
1. Audit Committee ensures that the external Flease see Section 2.2.2.1.2 of the
auditor is credible, competent and has the | Compliant | Revised Manual on Corporate

ability to understand complex related Governance

party fransactions, its counterparties, and hHp:/ fviww spepowergroup.com/corg

valuations of such transactions. crate-govemance/manual-of-

| corporgte-governance/
2. Audit Committee ensures that the external Flease see Section 2.2.2.1.2 of the
auditor has adequate quality control Compliant Revised  Manual  on  Corporate

procedures.

Recommendation 9.3

SEC Form — 1-A06GR = Updated 210ec2017

Governance

hittp:// www.SpCpowergroup . com/cor
orate-governance/manual-of-
corporate-governance
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1. Company discloses the nature of nen- | see Annudl Report for the vear endead
oudit services performed by its external Compliant | Dec. 31, 2018 per SEC Form 17-A
auditer in the Annual Report 1o deal with
the potential conflict of interest.

2. Audit Committee stays alert for any Flease see Section 2.2.2.1.2 of the
potential conflict of interest situations, Revised Manual on Corporate
given the guidelines or policies on nan- Compliant | Governance
audit services, which could be viewed as
impoinng the external auditor's objectivity. hitp:/ fvwww SpCpowergroup.com/ corg .

orate-govemnance/manual-of-
corporate-governance/

Supplement to Recommendation 7.3 . : :

1. Fees paid for non-audit services do not see Annual Report for the year ended

autweigh the fees paid for audit services. Compliant | Dec. 31, 2018 per SEC Form 17-A
Additional Recommendation to Principle
1. Company’s external auditor is duby Information on company's external

accredited by the 3EC under Group A cuditor below;

category.

Compliant | 1. Partner: Alvin M. Pingin
2. SEC Accredited No. 0781-AR-3
(Group A)

3. Dale Accredited: Aprl 3, 2018
4. Expiry date of accreditation
April 2, 2021

Sycip Gorres Velayo & Co. Unit
1003 & 1004, Insular Life, Celbu
Business Centfre, Mindanao
Avenue Corner Biliran Road,
Cebu Business Park, Cebu City
[032) 266.2947 to 49

!:_;'I

S5eC Form — FACGR ™ Updated 210ec2017
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Per our Audit Firm id SGV, they have not
Deen subject 1o SOAR.

2. Company’s external auditor agreed to be
subjected to the SEC Owversight Assurance
Review [SDAR) Inspection Program
conducted by the SEC's Office of the
General Accountant {QGA).

Complicant

Principle 10: The company should ensure that the material and repartakle non-financial and sustainakility issues are disclosed.

Recommendation 10.1

1. Board has a clear and focused policy on Although there is no formal policy on
the disclosure of non-financial information, Mon- management of EESG issues, these are
with empzhasis on the monagement of Compliant considered as important factors in project
economic, environmental, social and planning and actual operations of the
governance (EESG) issues of its business, compary.
which underpin sustainability. | &

2, Company adopts a globally recognized : sea notes to the Consolidated
standard/framework in reporting Compliant | Financial Statements as of and for the
sustainability and non-financial issues. ear ended Dec. 31, 2018

Principle 11: The company should maintain a comprehensive and cost-efficient communication channel for disseminating relevant information. This

channel is crucial for informed decision-making by investars, stakehalders and other interested users.
Recommendation 11.1

. Company hos media and analysts'
briefings as channels of communication fo | Compliont see Annex 18
ansure the timely and accurate
dissemination of public, material and
relevant information to ifs shareholders
and other investors.

Supplemental to Principle 11

SEC Form - SACGR * Updated 210Dec201 7
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1. Company has a website disclosing up-to-
date information on the following:
il
i hitp//www SpCpowergroup.com/com —
a. Financial statements/reports (latest Compliant | pany-disclosure/
quarterly]
hitps:/ fwww spcpowergroup.com/ipres . - i
b. Materials provided in briefings to Compliant | ssmaterials/or See Annex 20
analysts and media hitp:f fwww spopowergroup.corm/com
. Downloadable annual report Compliant | pany-disclosure/
http/ fwawew SpCpOWErgrouD . com/ corm
d. Nofice of ASM and/or 35M Compliant | pany-disclosure/
hitps/ fwwow SpCDOWETrouR. COm/Corm
e, Minutes of ASM and/or SSM Compliant | Bany-disclosure/
i hitp:/ fwww spocpowergroup.comfabo
g. Company’s Arficles of Incorporation Compliant | YI- us/articles-of-incorporation-and-by-
—and By-Laws laws/
1. Company complies with SEC-prescribed MNon- Mot yet fully compliant pending updating
website femplate. Compliant of some items.
Internal Conirol System and Risk Management Framework
Principle 12: To ensure the integrity, fransparency and proper governance in the conduct of its affairs, the company should have a strong and
effective internal control system and enterprise risk management framewaork.

1.

Recommendation 12.1
Company hos an adequate and effective

Flease see Section 2.2.46 of the Revised
tanual on Corporate Governance

Frequency of review is at least annually

hitp: fwww spopowerqroup.com/corm

internal control system in the conduct of its | Compliant
business.
or gs offen as needed,
orate-govemance/manual-gf-
corporate-governance/
SLE Form =1 ACGR = Updated d10ecz0l s
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2. Company has an adeguate and effective
enterprise risk managemeant framework in
the conduct of its businass,

Supplement to Recommendations 12.1

1. Company has a formal comprehensive
enterprise-wide complionce program
covenng compliance with laws and
relevant regulations that is annually
reviewed. The program includes
appropriate fraining and awdreness
initiatives fo facilitate understanding.
acceptance and complionce with the
said issuances,

Optional: Recommendation 12.1

1. Company hasa govemonce process on ]
issues including disruption, cyber security,
and disaster recovery, to ensure that all
key risks are idenfified, managed and
reported to the board.

Recommendation 12.2

1. Company has in place an independent
internal audit function that provides an
independent and objective assurance,
and consulting services designed to add
value and improve the company's
operations.

Recommendation 12.3

Compliant

| MNon-
Compliant

Compliant

See Mote 29 of the Notes o the
Consolidated Financial Statements as
of and for the year ended Dac, 31,
2018

https/ fweww spCcpowergrovp.com/com

Provide information on [T governance
process

Infernal Auditors is in-houwse.

Althcugh there is a policy on compliance
with all relevant laws, regulations and
codes of best practices, the company has
no single formal program covering
compliance with the above.

Each policy has its own compliance
reguirement that is disseminated to the
Company and its's subsidiaries, e.qg.

whistle clowing policy, Code of Conduct.

SEC Form — | ACGH = Updated 2100032017
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Company has a qualified Chief Audit
Execufive [CAE) appointed by the Board.

2. CAE oversees and is responsible for the
internal audit activity of the organization,
including that portion that is outsourced to
o third party service provider.

| 3. Incase of a fully outsourced internal audit

activity, a qualified independent
execulive or senior management
personnel s assigned the responsibility for
managing the fully cutsourced internal
audit activity.

Recommendation 12.4

/i

' Recommendation 12.5
|

Company has a separate risk
management function to identify, assess
and maonitor key rsk exposures.,

Supplement to Recommendation 12.4
1.

Company seeks external technical

Management [EEM).

Nen
Compliant

MNon-

Compliant

Mon-
Compliant

MNon-
Compliant

See Annex 19

Still in process of hirlng and selecting the
replacement of the retired internal auditor
Still in process of hirng and selecting the
replacement of the retired internal
auditor.

We are not outsourcing.

The risk  management  functions  are
performed by the Audit Committee s
alowed under the Code of Corporate
Governance for PLC's.

| The sk management funclions are
performed by the Audit Committes as
allowed under the Code of Corporote
CGovernance for PLC's

support inrisk management when such Compliant

competences is net availakle internally.

In managing the comparny’s Risk

Management System, the company has a Mon-

Chief Risk Officer (CRO|, whaois the Compliant

ultimate chamgion of Enterprise Risk

CRO has adequate authority, stature,

resources and support to fulfill his/her Man-
Compliant

responsibilifies.

Additional Recommendation to Principle 12

SEC Form - 1-ACGR ™ Updated 21Dec 2017

The risk monagement funclions are

| performed by the Audit Committee as
allowed under the Code of Corporate
Governance for PLC's
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. Company's Chief Executive Officer and The determinafion of whether o sound

Chief Audit Executive attest in writing, at Man- internal audit, control and compliance
leaist annwally, that a sound internal audis, Compliant system is in place and working effectively
confrol and compliance system is in place i5s done by the audit commitiee.

and working effectively.

Cultivating a Synergic Relationship with Shareholders

Principle 13: The company should treat all shareholders fairl i . and also recognize. protect and tacilitate the exercise of their rights.
Recommendation 13.1
| 1. Board ensures that basic shareholder rights Flease see Section & of the Revised
are disclosed in the Manual on Corporate Compliant | Manual on Corporate Governance
Governance.

hitp:/ fevvew Spepowergrolp.com/com
orate-governance/manual-of
corporate-governance/
2. Board ensures that basic shareholder rights | Compliant | Flease see Section 4 of the Revised

are disclosed on the company's website. Manual on Corporate Governance

Supplement to Recommendation 13.1
1. Company's common share has ane vate Compliant | See SEC Form 20415 Definitive
far ane share. Information Statement (DIS)

http: fwww spopowergroun.com/com
| pany-disclosures/

2. Board ensures that all shareholders of the Sea SEC Form 20-15 Definitive
same class are freated equally with Compliant | Information Statement (DIS)
respect to voling rights, subscription nghts
and transfer rights. hittp:/ fwww spcpowergroup.comy/com

pany-disclosures/

SEC Farm - FACGR * Updated 2 10ec2017
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| 3. Board has an effective, secure, and See SEC Form 2045 Definitive
efficient voting system. Compliont | Information Statement (DIS)

hitpf fwww SpCpoweraroup. com/com
pany-disclosures/

4. Board has an effective shareholder voling | See SEC Form 20-15 Definitive

mechanisms such as supermajority or Compliant | Information Statement (DIS)

“majorty of minorty” requirements fo

protect minority shareholders against http:/ fwww.spepowergroup.comy/com

actions of controlling shareholders. | pany-disclosures/ ]
5. Board allows shareholders to call a special There is yel no instance that a special

shareholders' meeting and submit a Compliant | meeting for this purpose was held but

proposal for consideration or agenda item the Board respects Shareholder's rights

at the AGM or special meeting. and will therefore hold one if

requested.

4. Board clearly arficulates and enforces Flease see Section & of the Revised o

policies with respect to freatment of Compliant | Manual on Corporate Governance

minarity shareholders,
hittps v spcoowergroup.comyicorg
orate-governance/manual-of-
peee e corporate-governance/
7. Company has a fransparent and specific Compliant | See Annual Report for the year ended
dividend policy. Dec. 31, 2018 per SEC Form 17-A

pany-disclosuresy
Optional: Recommendation 13.1
1. Company appoints an independent party Identify the independent party that

to count and/or validate the votes at the counted/validatad the votes at the
Annudl Sharehclders” Meeting. ASM. if any.
Recommendation 13.2

1. Boord encourages aclive shareholder | See SEC Form 20-15 Definitive
participation by sending the Notice of Compliant | Information Statement {DIS)
Annual and Special Shareholders' |
Meeting with sufficient and relevant hitpd fwww spopowergroup.com/com

| pany-disclosures/

S Rorm — | ATGR ® Updated 210ecz017
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Supplemental to Recommendation 13.2
1. Comparny's Notice of Annual
Stockholders’ Meeting contains the
following information:

a. The profies of directors lie., Clga

Frovide link or reference to the
company's notice of Annual
Shareholders' Meeting

' See SEC Form 2015 Definitive

academic gualifications, date of first Compliant | Information Statement (DIS)
appointment, experience, and
directorships in other listed companies) Rt fevwaw SPCROWEIaQroun.com/com
pany-disclosuras/
b, Auditors seeking appointment/re- See SEC Form 20-15 Definitive
appointment Compliant | Information Statement (DIS)
http:/ fvwww spcoowergroup.comyfcam
pany-disclosures/
c. Proxy documents See SEC Form 20-15 Definitive
Compliant | Information Stafement (DIS)

Optional: Recommendation 13.2

1. Company provides rationale for the

agenda items for the annual stockholders

meeting -

Recommendation 13.3

1. Board encourages active shareholder
parficipation by making the rasult of the
votes taken during the most recen
Annual or Special Shareholders' Meeting
publicly available the next working day,

SEC Farrn— 1-ACGR * Updated 2100c201/

Mon-
Compliant

hitp/ fwwew spocoowergroup.com/com
any-disclosures

Provide link or reference to the
raticnale for the agenda items

Minutes not available the next working
day because its neads to be reviewed by
the Chairman of the Board as signatory
thereto. However, the Company discloses
to the PSE, highlights of the results of the
annual stockholders meeting immediately
affer said meeting.
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mMinutes of the Annual and Special
Shareholders' Mestings were available on
the company website within five business
days from the end of the meeting.

Supplement to Recommendation 13.3

1.

Board ensures the attendance of the
external auditor and ofher relevant
individuals fo answer sharehclders
guastions during the ASM and S5,

Recommendation 13.4

Boord makes available, at the option of a
shareholder, an alternative dispute
rmechanism to resolve infra-corporate
disputes in an amicable and effective
manner,

Mar-
Compliant

Compliant

Mon-
Compliant

The external auditor and other relevant
individuals were present during the
ASM and/or special meeting [See
Annex 20

The alternative dispute mechanism is
included in the company’s Manual cn
Corporate Governance,

Recommendation 13.5

T::

Board establishes an Investor Relations
Cffice (IRO) to ensure constant
engagemeant with its sharehaolders.

Maon-
Compliant

MNon-
Compliant

rinutes not available within five |5) business

| days because its need to be reviewed by

the Chairman of the Board cis o signatory
thereto, However, the Company will exert
its best efforts to comply, However, the
Company discloses to the PSE, highlights
of the results of the annual stockhelders
meefing immediately after said meeting.

Under 2.2.1.2 of the Revised Manual on
Corporale Governance, the board shall
establish  ond maintain - an alternative
dispute  resolution  systern that  can
amicably setfle conflicts between the
corporafion and stockholders,  However,
the olternative dispute mechanism is still
subbject to discussion and deliberation.

SEC Forrm [FACGR ' Updated 210ec2017

Under 2.2.1.2 of the Eevised Monual on
Corporate Governance, the baard shall
establish and maintain | an  alternative
dispute  resolution  system that  can
amicably setfle conflicts betwesen the
corporation and stockholders.  Howewver,
the alternative dispute mechanism is still
subject to discussion and deliberation.

The tunction of IRD are being discharged
by the office of the President and CEO.
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2. IRC s present at every shareholder's
mesting.

Supplemental Recommendations to Principle 13
1. Board gvoids anfi-takeover measuras or

Mon-
Complicnt

market.

1. Company has policies and practices to
encourage shareholders to engage with
the company beyond the Annual
Stockholders’ Meeting

similar devices that may entrench M-
ineffective management or the existing Compliant
controlling sharehclder group

2. Company has at least thirty percent [30%) Mar-
public float to increase liquidity in the Compliant

2. Company praclices secure electronic
voifing in absentia at the Annual
Shareholders' Meeting.

their rights.

Recommendation 14.1

Disclose or provide link/reference to
policies and practices to encourage
shareholders’ participation beyond
AShA

Disclose the process and procedure for
secure electronic voling in absentia, if
any.

Duties to Stakeholders

Principle 14: The rights of stakeholders established by law. by contractual relations and through voluntary commitments must be respected. Where
stakeholders’ rights and/or interests are at stake, stakeholders should have the cpportunity to obitain prompt effective redress for the violation of

The functicn of IRO are being discharged
by the office of the President and CEO,

No such policy has been formulated. This

can bhe rmised to the Board for s
consideration.
Public ownership is at 13.12% as of

Decembear 31, 2018, Ms. Sonia please
wverify,

SEC Farm— FACGH * Updated 2Z0ec2017
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| 1. Board identifies the COMPOny’s varnous
stakeholders and promotes coopearafion
between them and the company in
creating wealth, growth and sustainakbility.

Recommendation 14.2
| 1. Board establishes clear policies and
programs o provide a mechanism on the
fair treatment and protection of
stakeholders.

Recommendation 14.3

1. Boord adopts a transparent framework
and process that allow stakeholders to
communicate with the company and to
olotain redress for the violation of their

~rights.

Supplement to Recommendation 14.3

1. Company establishes an alternative
dispute resolution system so that conflicts
and differences with key stakeholders is
setled in a fair and expeditious manner,

Mon-
Complant

Compliant

Compliant

Maon-
Compliant

Please see Section & of the Bevised
manual on Corporate Governance.
hitp:/ fwww spepoweraroup.com/corp
ordte-governance/manuadl-of-
corporgte-governance/

See seciion 6.1.8 of the Fevised Manual
on Corporate Governance.

orate-governance/manual-of-
corporate-governance

The company through the office of the
President/CEQ handles the promotion of
cooperafion with shareholders for the
creation of wealth, growth and
sustainability,

Under2 212 of the Revited Manual on
Corporate Governance, the board shall
establish  and maointain an  alternative

dispute  resolution  system  that  can
amicably settle conflicts between the
corporation and stockholders. Howaver,
the alternative dispute mechanism is still
for discussion and deliberation.

Additional Recommendations to Principle 14 |
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