Summarized financial information pertaining to MECO as of and for the
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vears ended December 3|

1019 2013 2017

Currant assets B2,538,137,993 BR2633644060 B2533970.643
Noncurrant as3ets 3,793,357,353  2.903,993243  2,135370,433
Currant Liabilities 993,387,990 932,821.162 699,413 453
Noncurrent liabilities 2,522,682,101 2343273665 1,799.343,043
Equity 2,815,425,255 2273342433 2,176,579,370
Revaluation increment on property, plant

and equipment, and others (adjustad at

consolidatad level following the

Group's policy of cost model) 467,786,406 133,241,004 209,371,063
Revenue 6,651,213,663  6,350,833.911  5432,571,239
Gross profit 442,284,044 333,144,507 316,327,449
Net income 441,331,201 292,053 994 250,336,245
Orther comprzhensive loss (332,628) 1,673,140 (479,591)
[ncome atter adjustment of depreciation on

appraisal incrzase and others 467,669,998 322,239,793 230,522,042
Group’s shars in net income after

adjustment of depreciation on appraisal

incrzase and others 187,067,999 128,893,917 112,208, S 17
Carrying amount of the investment 939,336,098 836,451,037 736,833,795
Dividends raceivaed from MECO 83,999,906 79,699911 39,999, 9;3

MECO declared and paid cash dividends to the Parsnt Company amounting to B34.0 million,

B30.0 million and B60.0 million in 2019, 2018 and 2017, respectively (see Note 3).

As of December 31, 2019, 2018 and 2017, the Group’s shars in the net assets of MECO
approximates the carrying value of its investment amounting to B939.4 million, B836.5 million and
B735.9 million, respectively.

SWRI

SWRI is incorporatsd to engage in the business of providing water services for the operation,
maintenance, refurbishment and expansion of power production and electrical generating facilities,
including supply of water for the operation of said facilities. As of December 31, 2019, SWRI has
not yet started operations.
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Acquisition and Rzhabilitation of Power Barge (PB) 104

On June 30, 2016, PSALM turned over the 32 MW PB 104 to the Parent Company for
rehabilitation. Units 1, 2 and 3 with total ratad capacity of 24 MW started commercial operations
on August 1, 2018, followed by Unit 4 (3 MW) on June 11, 2019. Totl acquisition and
rehabilitation costs capitalizad to “Property, plant and equipment” in the consolidated statement of
financial position amounced to R430.3 million and B402.5 million under “Plant machinery and
squipment” as of December 31, 2019 and 2013, raspectively.

Noncurrsat Assets Held for Sale

On its resolution dated May 283, 20183, the BOD announced its decision to sell group of assets,
including machineries and equipment, and spare parts inventories. In March 2019, the Group
engaged the services of an appraiser to detsrmine the disposal group's fair value less cost to sell as
follows:

Carrying Amount at Reporting Carrying Amount

Date Beforz Reclassitied [mpairment Losses After [mpairment

as Held for Sale (3ee Note 20) Losses*

Machineries and equipment B32,479,330 B14.266,330 B13.213.000
[nventories - - -
R32.479.330 B14.256,330 213.213,000

*Based on fair values as determined by an independent appraiser.

As of December 31, 2018, the Group considers its noncurrent assets held for sale with fair value of
P18.2 million under Level 3 classification (see Note 3). In valuing the noncurrent assets held for
sale, the Group used the Sales Comparison Approach, using price per net welght as its key
valuation. The Sales Comparison Approach is a comparative approach to value that considers tae
sales of similar or substitute properties and related market data and establishes a value estimate by
processes involving comparison.

For the Sales Comparison Approach, a signiticant increase (decrzase) in price per net weight, in
isolation, would result to a higher (lower) fair value. ;

The Group has determined that the highest and best use of its noncurrent assets held for sale is its
currant use.

The ARO related to the disposal group has bezn remeasurzd to B2.2 million as of December 31,
2018, resulting to reversal of ARO amounting to B21.3 million in 2018 (ses Notz 16). The ARO
is presentad as “Liabilities directly associated with noncurrent assets held for sale” in the
consolidatad statement of financial position as of December 31, 2018 (see Note 16).

In 2019, the Parent Company sold the noncurrent asset held for sale with carrying amount of
B14.4 million, net of the liability directly associated with the noncurrent asset held for sale, for
B7.1 million. The sale rasulted to a loss amounting to B7.3 million and is recorded under "Others
- net” in the consolidated statement of comprehensive income. The Parent Company transferred
the remaining amount of 1.6 million to property, plant and equipment.

The cost of fully depreciated property, plant and equipment that ars still being used by the Group
amounted to £3388.3 million and B373.4 million as of December 31, 2019 and 2018, respectively.
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2. Other Noncurrent Asseats

This account consists of:

2019 2018

PSALM defarrad adjustments (see Notes 7 and 29) B145,967,292 B132,765,769

Goodwill (see Notz 13) 2,522,016 32,522,016

Advances to a suppliers and contractors 11,208,890 =

[nvestment in proprietary club sharss 7,300,000 6,500,000
Noncurrent portion of prepaid rent

(3ee Notas 9 and 29) - 5,263,394

Softwars costs (net of accumulated amortization of

22 4 million and B1.8 million as of 2019 and

2013, respectively) ) 3,649,508 4,237,750
Franchise (net of accumulatzd amortization of

29,1 million and P8.6 million as of 2019 and

20183, respectively) 2,864,601 3,342,034
Others 11,701,024 9,962,621

B215,213,331 R244.615,594

Current portion of PSALM deferrad adjustments amounting to 236.8 million is presented under
“Trade and other receivables” in the consolidated statzment of financial position as of
December 31, 2019 and 2018 (see Note 7).

[n 2019, the Parent Company enterzd into an agreement with suppliers and contractors to purchase
turbochargers for its Power Barge (PB) 104. Total significant contract price amounted to
B19.1 million. As of December 31, 2019, advances to suppliers and contractors amountad to
B11.2 million. These pertain to the down payments for the turbochargers which will be recouped
and applied against future billings of the suppliers and contractors.

[n 2019, 2018 and 2017, the Group rzcognized “Unrealized valuation gain on finarcial asset at
FVOCI" amounting to B0.8 million, BL.5 million and nil, respectively, in the consolidated
statements of comprzhensive income for its investment in proprietary club shares.

Noncurrent portion of prepaid rent pertains to unamortized advance payments of lease reatals in
relation to the Parent Company and SIPC’s LLAs with PSALM (see Note 30). Upon adoption of
PFRS 16, prepaid rent amounting to B3.3 million as of January 1, 2019 under PAS 17 was
derecognized (see Notes 2 and 30).

Franchise pertains to the costs incurred by BLCI to acquire the franchise to operate the Bohol
Provincial Electric System which is amortized over 25 years.

Others mainly represent deferrad input taxes on capital goods and project development costs for
future projects.
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Goodwill

Goodwill acquirad through business combinations have been allocatsd to a single cash-generating
unit compesing the distribution business, which is a rzportable segment. The rzcoverabls amount
of 2ach unit has been determined based on a value-in-use calculation using cash flow projections

based on financial budgets approved by senior management covering a five-year period.

Carrying amount of goodwill rzlated to BLCT amountad to 832.5 million as of December 31, 2019
and 2013, The goodwill is attributed to the expected synergies and other benefits from combining
the assets of the distribution utilicy with those of the Group.

The following describes each kay assumption on which management has based its cash tlow
projections to undertaks impairment tasting of goodwill:

« [ntersst rate used to discount the net cash flows from operations is BLCI's WACC of 14.97%
as of December 31, 2019 and 2018 using the capital asset pricing model.

*  Energy sold is projected at 4% to 7% annual growth based on the actual average for 2019 and
2018, depending on the customer category.

*  Operating expenses ars projectad to incrzase from 3% to 7% depending on the nature of
2xpensas.

*  The computation of terminal value assumes no growth in projectad cash flows beyond five
years.

Based on the impairment testing, management belizves there is no impairment on goodwill in 2019
and 2018.

Sensitivity to Changes in Assumptions

With regard to the assessment of value-in-use of BLCI, management believes that no reasonably
possible change in any of the above key assumptions would cause the carrying value of the goodwill
to materially exceed its recoverable amount.

4.

Trade and Other Payables

2019 20138
Trade (see Note 24) P265,899,626 B261,163,452
Nontrade (see Note 29) 150,843,825 164,449 765
Accrued expenses (see Note 13) 69,304,542 64,371,364

B486,047,993 P489,934,5381

Trade payables include purchases of goods and services that are nonintersst-bearing and are
normally settled on 30-60 day terms.

Nontrade payables include accrual for defarred output VAT of B95.4 million and B85.7 million as
of December 31, 2019 and 2018, respectively; current portion of PSALM deferred adjustments of
B36.8 million as of December 31, 2019 and 2018 (see Note 29); and various accounts with nontrade
suppliers and contractors.
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Accrued expenses include accrual of powsar cost, accrual of interest on customers’ deposits and

other statutory liabilities.

L

. Customers’ Deposits

2019 2013
Bill deposits B96,843,836 B37.000,075
Material deposits 52,252,555 43,093,433

B149,096,391 B[32,093,513

Bill Deposits

Bill deposits ars obtained from customers and maintained at approximately equivaient to one monta
consumption principally as guarantee for any uncollectad bills upon termination of the service
contract. Under the Magna Carta for Resideatial Electricity Consumers (Magna Carta) as amended
and Distribution Service and Open Access Rules (DSOAR) as amended, dated November 15, 2010
and February 22, 2010, respectively, bill deposits shall earn interest equivalent to the peso savings
account interest ratz of Land Bank of the Philippines or other government banks subject to the
approval of the ERC and the same shall be craditad yearly to the bills of the rzgistered customer.

The Magna Carta and DSOAR also provide that bill deposits, together with accrued interests, shall
be rafunded within one month from the termination of the services if all bills have been paid. In
addition to this, the customer who has paid his electric bills on or befors its due date for thrse
consecutive years may demand for the full refund of the deposit even prior to the termination of
the service.

[n cases where the customer has previously received the refund of his bill deposit pursuant to
Article 7 of the Magna Carta, and later defaults in the payment of his monthly bills, the customer
shall be required to post another bill deposit with the distribution utility and lose his right to avail
of the right to refund his bill deposit in the futurs until termination of service. Failurs to pay the
required bill deposit shall be a ground for disconnection of electric service.

Material Deposits

Large load consumers applying for power connection may pay for the transformers and poles in
advance. This is subject to a refund which can be applied as a reduction from the accounts of the
consumers at 23% of the consumers’ monthly billing for deposits prior to June 2010 and 75% of
the consumers’ monthly billing from June 2010 onwards until such amounts are fully refunded or

for five years, whichever period is shorter.

[nterest on Bill Deposits

The implementing guidelines of the Magna Carta provide that the interest rate then on meter
deposits shall be at 6% for contracts of service entered into prior to the etfectivity of the then Energy
Regulatory Board (ERB) Resolution No. 93-21 issued on August 3, 1995, The ERB Resolution
No. 95-21 was issued adopting a 10% interest on customers’ deposits. Pursuant to the Magna Carta
as amendsd, bill deposits shall earn interest equivalent to the peso savings account interest rate of
Land Bank of the Philippines or other government banks subject to the approval of the ERC. In
the case of non-residential customers, the DSOAR, as amended provides that BLCI shall pay
interest on bill deposits at the rate equivalent to the peso savings account interest rate of Land Bank
of the Philippines or other government banks subject to the approval of the ERC. I[nterest expense
on bill deposits amounting to 0.09 million, B0.2 million and 0.2 million in 2019, 2018 and 2017,
respectively, are presented as part of “Interest expense” in the consolidated statements of
comprehensive income. Outstanding interest expense accrued on bill deposits amounted to

AR
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R17 '*"l on as of Decamber 3!, 2019 and 2013 and are presentad as part of “Accrued expenses”

" e at o™ el ~ = - S -
under Trade and other p[lgfl.')l.-:)n in the consolidated statzments of financial pos ition

. Asset Retirement Obligation

The Parent Company and SIPC have contractual obligations under the LLA with PSALM and the
Environmental Compliance Certificate issued by the Department of Environment and Natural
Resources to dismantle installed assets and restorz the leased premises to their original condition
at the end of the lease term. In this regard, the Parent Company and SIPC established an obligation
to rzcognize it3 estimated liability for asset retirament.

The Parent Company and SIPC also have an option under the LLA to purchase optioned assets
within the lease premises that may be offerad by the Lessor.

The movement of the asset retirement obligation follows:

2019 2018
AtJanuary 1 B60,975,535 BO7,193.403
Accration of intarsst 4,640,223 75.130.253
Changes in ARO (see Not2s [ 1 and 29) 15,814,639 (39,119,121)
Transtzr to liabilities directly associatad with
noncurrent assets held for sale (see Note 1 1) - 2.234,000)

At December 31

In 2017, SIPC has exercised its option to purchase the optioned assets covering all the lots
underlying the BDPP with a total area of 27,527 square meters {see Note 29). As a result of the
purchase, the ARO recognized for BDPP amounting to B21.1 million was reversed in 2017

Changes in ARO in 2018 reprasents: (i) the revarsal of the Parent Company’s ARO amounting to
B21.53 million as a result of re-measuring it being part of the disposal group held for sale
(see Note 11) and (ii) reversal of SIPC’s ARO amounting to B17.8 million to reflect changes in the
assumptions used based on the current best estimatas.

ag

Changes in ARO in 2019 represents additional ARO amounting to B15.8 million to reflect change
in the assumptions used based on the currant best estimatas.

As of December 31, 2019, and 2018, estimates for SIPC's ARO are projected using inflation rates
ranging from 3.00% to 3.40% and 3.40% to 5.20%, and discounted using a risk-free rate of4.97%
and 7.61%, respectively.

The actual dismantlement and restoration cost could vary substantially from the above estimats

because of new regulatory requirements, changss in technology, increased cost of labor, matzrials,
and equipment and/or actual time required to completz all dismantlement and removal activities.

ARENV AR



{7. Pension Plan

Under the existing regulatory framework, Republic Act No. 764!, The Retirement Pay Law,
raquires a provision for ratirzment pay to qualified private sector employzes in the absence of any
retirement plan in the entity, provided, however, that the employees’ rstirement 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,

he Parent Company has a funded defined benefit pension plan covering substantially all of its
employzes which require contributions to be made to a separately administered fund, while SIPC
and BLCI have unfunded, noncontributory, defined benefit pension plans covering substantially all
ot its regular and permanent employzes.

The following tables summarizz the components of pension expense racognized in the consolidated
statzments of comprehensive income and amounts recognized in the consolidated statements of
financial position.

The components of pension expense rzcognized under “Plant operations” and “General and
administrative™ in the consolidatzd statements of comprzhensive income follow:

2019 2018

Current service cost B3,926,513 B3.708,433
[nterest cost on benefit obligation 1,019,967 1,082,822
P4,946,480 B4,791,257

Remeasursment effects recognized under “Other comprehensive income™ in the consolidated
statements of comprehensive income amounted to B6.0 million and P4.2 million in 2019 and 2018,
respectively.

Net pension asset follows:

2019 2018
Fair value of plan assets B- B18,803,054
Present value of defined benefit oblization - 17,393,127
B- B1,407.927
Net pension liabilities follow:
2019 2018
Present value of defined benefit obligation B30,452,184 B18,472,143
Fair value of plan assets 24,022,023 =

£26.430,161 P18,472,143

RN
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Changes in the prasent value of the defined benefit obligation follow:

2019 2018
At January | B35,867,27D B32,646.992
Currant service cost 3,926,313 3,703,433
[ntarast cost 2,091,741 1,797,330
Beneflits paid (374,359) (2,285,737)
Remeasurzment loss due to:
Experience adjustments 4,363,867 -
Changss in demographic assumptions 1,801,557 =
Changes in financial assumptions 2,773,593 =
At December 31 B30,452.184 B335.857.270
Changes in the fair value of plan assets follow:
2019 2018
At January 1 B18,803,034 B12,539,614
Contributions to the ratirsment fund 1,306,670 1,336,333
[ntarast income included in net intarast cost 1,071,774 714,758
Benetits paid (134,772) -
Gains on rsturn on plan assets 2,975.297 4,212,097
At December 31 P24,022,023 B13.303.054

Changss in the amounts recognized in the consolidatad stataments of financial position for net

pension liabilities follows:

2019 2018
At January 1 P17,064,216 B20,107,378
Pension expense 4,946,430 4,791,257
Remeasurement (gain) loss 3,965,722 (4,212,097)
Benefits paid (239,387) (2,283,737)
Contribution to the rstirement fund (1,306,670) (1,336,383)
At December 31 B26,430,161 BL17,064216
The fair value of plan assats by each class as at December 31 follows:

2019 2018
Cash and cash equivalents B2,615,810 B2.531,313
[nvestments in government securities 18,975,270 13,340,069
[nvestment in bonds 1,500,000 1,500,000
[nvestment in listed preferred shares 761,250 760,743
Accrued interest income and others 191,236 193,329
Total assets 24,043,566 18,825,436
Total liabilities 21,543 22,402
Fair value of plan assets P24,022,023 B18,803.054

The Parent Company does not expect to contribute to the retirement fund in 2020.
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The principal assumptions used in determining pension benefit obligation for the Group’s plans as
ot Dx mber 31 are shown below:
2019 2018
Discount rate 4.90-5.03% 3.70-6.06%
3.00-6.00% 3.00-6.00%

Future salary incrzase

The sensitivity analysis below has been determined based on rzasonably possible changes of each
significant assumption on the present value of the defined benefit obligation of the most racent
actuarial valuation report, as of December 31, 2019 and 2013, assuming all other assumptions werz
held constant:

Prasent Value Change of

[ncrease Defined Benefit Obligation

(Decrzase) 2019 2018

Discount ratz +100 basis points (B3,038,767) (B11,185,737)
—100 basis points 3,589,071 3,303,090

Futurs salary increase rate +100 basis points 3,733,831 3,407,103
—100 basis points (3,249,360) (1,668,306)

The weighted average duration of the benefit payments ranges from 15.57 to 20.75 years and
[1.50 to 20.06 years as of December 31, 2019 and 2018, respectively. The expected benefit
payment assumes that all actuarial assumptions will materialize. Shown below i3 the maturity
analysis of the undiscounted benefit payments as of December 3 1:

Plan Year 2019 2013
Less than one year R17,789,680 B11,336,977
Omne year to less than five years 18,263,396 12,410,357
Five years to less than 10 years 19,317,782 15,636.024
10 vears to less than 15 years 24,823,145 17,271,350
L3 years to less than 20 years 24,470,161 14,734,727
20 years and above 113,705,704 33.900,336

B218.370,063 B130.339,331

18.

Equity
Capiral Stock

There were no changes in the Parent Company’s authorizad, issued and outstanding common shares
as of December 31, 2019 and 2018:

[ssued shares 1,569,491,900
Treasury sharss 72,940,097
Issued and outstanding shares 1,496,551,803

JUNEY
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On various dates in 2002 and 2012, the Parsnt Company ragisterad with SEC its 1,369,491,900
common sharss that were offarad to the public at ar issue price of P1.80 per share. Gross proceeds
rom this issuance of new sharss amounted to B2.3 billion. As of December 31, 2019, the Parzn

75 stockholders including 32 depository participants counted as one stockholder

7
i

Company has
gach.

As of December 31, 2019 and 20183, the Parsnt Company complied with the Minimurm Public
Ownership raquirsment of the PSE for listad 2ntitiss.

Reztained Eamnings

Ratained eamings are also restricted for dividend declaration to the extent of the accumulatad
equity in net earnings of associates amounting to B3. 1 billion and B3.2 billion as of December 31,
2019 and 2018, raspectively, until actually declarad by the associates. [t is further restricted for
dividend declaration to the extent of the acquisition price of the treasury shares amounting to
B131.0 million as of December 31, 2019 and 2018.

Upon adoption of PFRS 16 effzctive January 1, 2019, the Group recognizad transition adjustments
of B0.3 million dirsctly charged to the Group's beginning r=tained earnings in the consolidated
statzment of changes in equity (see Note 2).

Appropriation

On November 20, 2017, the Board of Dirzctors (BOD} of the Parsnt Company approved the
following: (i) reversal of retained earings appropriated on November 24, 2015 amounting to
B400.0 million due to the full prepayment of the related long-term debt on October 28, 2017
and the reinstatement of the same amount as unappropriated retained carnings;
(i) retention of rstained earnings appropriated on March 30, 2016 amounting to BR30.0 for the
construction of a CFBC coal-firad thermal power plant with a capacity of at least 300 MW in the
province of Cebu or Visayas within the years 2013-2020; and (iii) appropriation of B500.0 million
out of the unappropriated ratained earnings of the Parent Company for the construction of two run-
of-river hydro-electric power plant projects in Palawan with a capacity of 15.8 MW to commence
within the years 2013-2019.

On November 28, 2018, the BOD of the Parent Company approved the following: (i) raversal of
£830.0 million appropriation for the construction of a CFBC coal-fired thermal power plant with a
capacity of at lzast 300 MW due to the adverse Supreme Court decision that led to the return of the
Naga Power Plant Complex to PSALM pursuant to a Memorandum of Agrsement and Certificate
of Turnover executed betwzen the Parent Company and PSALM on July 9, 2018 and July 13, 2018,
respectively (see Notz 29); (ii) reversal of B300.0 million appropriation for two run-of-river hydro-
clectric power plant projects in Palawan due to unsuccessful conclusion of final
studies/negotiations; and (iii) appropriation of BL.5 billion out of the unappropriated retained
earnings of the Parent Company for the acquisition of a 100% ownership interest in a power
generation company and for 1Bohol Power Project that will serve the long-term power
requirements of three distribution utilities in Bohol within the years 2024-2033.

In January 2019, the Parent Company lost in its bid to acquire the power generation company.
Consequently, on April 4, 2019, the Board of Directors of the Parent Company approved the
reversal of a portion of its 2018 appropriation amounting to B1.0 billion.
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On Novamber 23, 2019, the BOD of the Parznt Company approvad the following: (1) appropriation
of ratained sarnings amounting to B1.3 billion for the construction and operation of new generating
powzr plant capacity to supply 39 MW full demand requirements in the mainland of Occidental
Mindoro starting May 25, 2022 and (ii) appropriation of retained sarnings amountiag to 21.0 billion
to invast in SPC [sland Power Corporation for the 44.2 MW expansion of Bohol Diesel Power Plaat
in the yzars 2020-2021. The BOD further confirmed the 2018 appropriation of retained 2arnings
amounting to B300.0 million for |Bohol Power Project that will serve the long-term power
requirements of three distribution utilities in Bohol starting December 26, 2023.

Dividends

Cash dividends declared by the Parsnt Company and its subsidiaries in the last three years ars
summarized as follows:

Amount

Declarzd 3+ Date of Declaration Rzcord Date Gross (in millions) Per Shars
2019

SPC April 4, 2019 April 12,2019 B393.5 20.40

November 23, 2019 December 10, 2019 1.047.6 0.70

STePC November 23, 2019 December 10, 2019 330.0 140 (commen)

BLCI July 13, 2019 July 22, 2019 225 0.30

November 20, 2019 Novamber 30, 2019 13.0 0.20

SECI October 4, 2019 October 7, 2019 14.0 0.74
2018

SPC May 23, 2013 June 11,2013 B3935 B0.30

November 23, 2013 December (2, 2013 393.5 0.40

SIPC November 23, 2013 December 12, 2013 3300  14.0 (common)

SLCI April 3, 2013 December 20, 2013 40.0 1.27

LCI April 12,2013 April 16, 2018 300 0.40

Decamber 10, 20183 December 14, 2013 10.0 0.13

SECI April 3, 2018 December 20, 2013 14.0 0.74
2017

SpC May 30,2017 June 14,2017 398.6 0.40

November 20, 2017 Decamber 6, 2017 393.6 0.40

SIPC Nowvember 20, 2017 December 6. 2017 7000  23.0 (common)

SLCI November 20, 2017 December 6, 2017 3.0 0.1336

BLCI August 8, 2017 August 13, 2017 150 0.20

December 6, 2017 December 13, 2017 228 0.30

SECI November 20, 2017 December 6, 2017 20.0 1.05374

SMPC November 20,2017 December 6, 2017 3.63 14.60

As of December 31, 2019 and 2018, outstanding dividends payable amounted to nil and
B0.8 million, respectively (see Note 31).

On May 7, 2020, the BOD of the Parent Company approved the declaration of cash dividends
equivalent to R0.40 per share, or for a total of £598.6 million, to all stockholders of records as of
May 22, 2020 payable on May 29, 2020.
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Non-controtling Intarast

As of December 31, 2019 and 2013, the Group has 33.66% dirzct and indirsct ownership tntarsst
in BLCI which is primarily engaged in the business of supply and distribution of electricity in the
arsa przsently comprised by Tagbilaran City, Bohol. The summarized financial information of

BLCI as of December 31 is provided below

2019 2018

Statements of tinancial position:

Currsat assets P414,327,928 B362,673926

Noncurrant assats 353,715,993 336,003,738

Currant liabilities 218,810,018 211,876,511

Noncurrant liabilities 304,620,107 321,030,473

Equity 246,613,796 213,730,630
Statements of comprehensive income:

Reavenue 1,194,092,629 [,083,337,673

Costs and expenses 1,122,634,544 1,039,172,1353

Nzt income 69,375,176 45,903,901

Total comprehensive income 68,831,653 46,903,901
Nzt income attributable to non-controlling intarest 32,148,457 21,735,268
Total comprehensive income atiributable to

non-controlling interast 31,396,588 21,735,268
Accumulated non-controlling interast 114,280,833 99,978,363

Upon adoption of PFRS 16 effective January 1, 2019, the Group rzcognized transition adjustments
of B0.2 million directly charged to the Group’s beginning non-controlling interests in the
consolidated statement of changes in equity (ses Notz 2).

As of December 3, 2019 and 2018, total non-controlling interzst amountad to B136.4 million and
B146.5 million, respectively.

Capital Management

The Group manages its capital structurz and makss adjustments to it in the light of changes in
economic conditions. To maintain or adjust the capital structurz, the Group may adjust the dividend
payment to stockholders, return capital to stockholders or issue new shares. No changes were made
in the objactives, policies or processes during the yzars ended December 31, 2019 and 2018.

The Group considers its total equity attributable to equity holders of the Parent, excluding other
comprzhensive income, as its core capital and is not subject to any externally imposed capital
requirements. As of December 31, 2019 and 2018, the Group's cors capital amounted as follows:

2019 2018
Capital stock P1,569,491,900 B[,369,491,900
Additional paid-in capital 86,810,752 86,810,752
Retained eamings 8,477,177,016 8,341,355,868
Treasury stock (131,008,174) (131,008,174

R10,002,471,494 B9,866,650,346
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|9, Plant Operations

2019 2018 2017
Purchased powsr (se2 Notas 3 and 24) BLOTL,712,398  B992GL7.755 B324.739.830
Fuel, lubricants and chemicals (see Note 8) 636,048,510 334,664.530 633,021,718
Pzrsonnel costs (3ee Note 21) 103,339,488 39,003,334 91,032912
Deprzciation and amortization (see Notz 22) 102,962,436 36,693,131 76447313
Sparzss, matarials and supplies (see Note 3) 33,402,332 49,231,712 44,771,908
Rzpairs and maintenance 19,006,609 25,176,189 13914310
Others (se2 Note 24) 70,032,631 31,043,678 29.5372.936

R2,108,524,404 PB1.309497439 BI1.7353571.233

Others include rzal property tax on plant machinery and equipment of PDPP from 2010 to 2019
based on new tax declarations per Local Board of Assessment Appeals (LBAA) order rzceived on
December 19, 2019.

. General and Administrative Expenses

2019 2013 2017

Business development B36,429,402 B37 471,927 B27,519,729
Taxes, licenses and rzgulatory charges 49,641,823 10,807,311 3,977,629
arsonnel costs (see Note 21) 47,331,181 42,192,202 30,214,563
Profassional faes 18,311,393 13,620,611 13.000,390
Dirzctors’ fees 16,219,664 15,436,331 13,451,969
[nsurance 14,710,033 12,944,045 7.936,356
Sharad expenses 13,900,003 13,257,493 13,539,434
Transportation and travel ) 10,004,043 13,331,231 8,301,520
Repairs and maintenance 9,082,449 7,573,599 3,909,747
Depreciation and amortization (see Note 22) 8,146,756 3,831,121 3233371
Freight and handling 4,374,339 473,306 472,026
Communications 3,963,376 4,363,430 3,576,133
Power and water 3,283,614 3,328,983 2,661,134
Corporate social rasponsibility 3,024,689 9,339,299 1,745,643
Office supplies 2,786,808 2,763,396 2,632,006
Janitorial and security 2,273,277 1,823,939 1,771,602
Association dues 1,824,828 [.874,423 1,857,394
Entertainment, amusement and recrzation 1,818,542 2,777,872 [,5349,041
Rentals (see Notes 5 and 29) 1,649,624 6,353,232 6,000,922
Provisions (see Notes 7,8 and 11) 833,062 23,475,982 6,954,697
Supervision and regulation 730,000 750,000 750,000
Trainings and seminars 493,968 373,727 342,393
Brokerage fees - 132,634 146,063
Others 6,455,466 7,622,449 53,577.215

B277,384,547  B239.467.901 B183.783,736

Provisions include provision for credit and impairment losses, inventory losses and impairment of
machineries and equipment (see Notes 7, 8 and 11).

Taxes, licenses and regulatory charges in 2019 include settlement of previous years’ assessments
amounting to B32.4 million as well as additional property taxes amounting to £5.7 million on
buildings and structures of PDPP from 2010 to 2019 based on new tax declarations per LBAA order
received on December 19, 2019.
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. Personnel Costs

2019 2018 2017
Salaries and wages R103,432,746 B9 304401 BR2.433364
Ratirement (322 Not2 17) 4,946,430 4. 79,257 13,121.643
Other amploves benefits 40,361,443 33,762,073 43,720471
B150,740,669 BRL318537,736 BIL41.297430
22. Depreciation and Amortization
2019 2013 2017
Deprzciation of property, plant
and squipment {3ee Notes L1 and 30}:
Plant operations (522 Notz 19) B102,435,003 BR5,213.698 B73970,330
General and administrative (see Note 20) 7.5338.303 2.736.303 2.343.079
110,025,308 83.972,003 73.318,439
Amortization of franchise:
Plant operations (5ee Note 19) 477,433 477,433 477,433
Amortization of softwars costs:
General and administrative (see Note 20) 608,251 603,231 608,251
Amortization of prapaid rent:
General and administrative (see Note 20) - 456,563 279,041
B111,109,192  B90,524.252 279.633,134
23. Unbundling of Rates

Unbundling of Elzctricity Bill

[n compliance with EPIRA, BLCI started to bill its customers using the final unbundled ratss
approved by the ERC in May 2008 per ERC decision datad March 27, 2008. The Uniform Rate
Filing Requirsments (UFR) on the rate unbundling released by the ERC on October 30, 2001
specified that BLCI billing will have the following components: Generation Charge, Transmission
Charge, Systam Loss Charge, Distribution Charge, Supply Charge, Matering Charge, and Interclass
and Lifeline Subsidies. Local Franchise Taxes, the Power Act Reduction (PAR, for Residential
Customers) and the Universal Charge are also separately indicated in the customer’s billing
statzments. The Universal Charges, which arz billed and collected merely on behalf of the national
government agency, do not form part of BLC['s revenues.
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The components of the unbundled bill presented below pertain only to those with rzcovery
mechanism.

| Unbundled Bill Component: i Mechanism

Generation and Svstem Loss Charges v Guidelines for the Automatic Adjustment of Generation

Rates and Svstem Loss Ratzs by Distribution Lulities (DU,

as Amended | AGRA)

Transmission Charge *  Guidelines for the Adjustment of Transmission Rates by
DU (TRAM)

«  Rules for Calculation of the Over or Under Racovery in the
Implementation of Transmission Rates and  the
Corrasponding Svstem Loss Rares by DU

[nter-class Subsidy = Guidelines for a “True-Up” Mechanism of the Over or
Under Rzcovary in the [mplementation of [nter-class Cross
! Subsidy Removal bv DU

Lifeline Rate/Subsidy *  Guidelines for the Calculation of the Over or Under
Rzcoverv in the Implementation of Lifeline Rates by DU

For the years ended December 31, 2019, 2018 and 2017, BLCI's revenue from distribution of
power amountad to 21,194.1 million, 1,033.3 million and B914.3 million, respectively
(see Notz 26).

[mplementation of VAT

With the enactment of R.A. No. 9337, the ERC issued on November 7, 2003 Resolution No. 20,
Series of 2005 which prescribed the Guidelines for Implementing the Recovery of VAT and Other
Provisions of R.A. No. 9337 affzcting the Power [ndustry. R.A. No. 9337 removes the 2% national
franchise tax but imposes a VAT on generation, transmission, distribution, and supply of electrictty.
Similar to the local franchise tax, the VAT is a separate item in the customers’ bills. The 12% VAT
is imposed on electricity consumptions starting February 1, 2006.

24, Significant Contracts

The Group has the following significant contracts:

Parent Company
On May 26, 2013, the Parent Company enterad into an Ancillary Services Procurement Agreement

(ASPA) with the National Grid Corporation of the Philippines (NGCP) that took effect on
September 26, 2013 after getting the provisional approval of the ERC. The Parent Company and
NGCP exzcutad the ASPA for the supply of dispatchable reserve and reactive power support from
its Cebu Diesel Power Plant locatad in the City of Naga, Cebu for a period of five (3) years under
a non-firm arrangement, The ASPA was preterminated on July 13, 2018 due to the return of the
Cebu Diesel Power Plant to PSALM (see Note 29).

On December 18, 2018, the Parent Company entered into an ASPA with NGCP for the supply of
dispatchable reserve and reactive power support from the former’s 4x7 MW Power Barge (PB) 104
located in Tapal Wharf, Ubay, Bohol under firm and non-firm arrangements. The term of this
agraement is for a period of five (35) years commencing upon receipt of a final approval, or in the
absence thereof, a provisional approval by the ERC of the application filed on February 14, 2019,
The ASPA was implemented effective September 26, 2019.
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SIPC and NGCP 2ntarad into a Connection Azgrzement on August 23. 2010, in order for SIPC’s
gz ion factlities to remain connected to the transmission systam of the \uf“P and to continue

ansmission servicss. This agreement is subjzct to the terms and conditions for the

o il
to avatl of the
connection of the generation facility to the transmission system pursuant to the ravised rules, terms
and conditions for the provision of Open Access Transmission Service. Total transmission chargss,
lodged in “Others” under “Plant operations” amounted to B7.0 million, P3.2 million and

B7.7 million in 2019, 2013 and 2017, raspectively (see Notz 19).

On April 18, 2013, SIPC enterzd into an ASPA with NGCP with provisional approval granted by
the ERC on November 11, 2013. The ASPA, however, was made effective only on February 23,
2014 due to the impact of super typhoon Yolanda in November 2013. SIPC and NGCP executad
the ASPA for the supply of contingsncy raserve, dispatchable reserve, rzactive powsr support, and
black start service from the Panay and Bohol Dizsel Power Plants for a period of five (3) years
under a non-firm arrangement. The agrzement expired on February 23, 2019. Due to the necessity
of extending the services of providing the same ancillary services, SIPC and NGCP have agrsed
per letter dated November 26, 2018 to extend the ASPA until a new ASPA for sach powzer plant is

approved by the ERC.

On Nowvamber 20, 2018, SIPC enterad into an ASPA with NGCP for the supply of dispatchable
reserve and black start service under firm and non-firm arrangements, respectively, from SIPC’s
Bohol Diesel Power Plant. The tarm of this agrzement is for a period of five (3) years commencing
upon reeeipt of a final approval, or in the absence therzof, a provisional approval by the ERC. The
ASPA was implemented effactive April 26, 2019.

On July 3, 2019 and July 23, 2019, SIPC entarzd into an ASPA with NGCP for the supply of
dispatchable reserve and contingency reserve under firm and non-firm arrangements from SIPC’s
Panay Diesel Power Plant. The term of this agreement is for a period of five (3) years commencing
upon rzceipt of a final approval, or in the absance therzof, a provisional approval by the ERC. As
of December 31, 2019, the ASPA is still for approval by ERC.

As of December 31, 2019, SIPC has power supply contracts with five distribution utilities
(including three for approval by the ERC) for the supply of peaking power requirsments with terms
ranging from three to five years from effectivity of the contracts.

BLCI

On August 11, 2013, BLCI entered into a PSC with Unified Leyte Geothermal Energy, Inc.
(ULGEI). Contract period is 6 years with an annual contract quantity of 67,432,000 kWh. ULGEI
started to supply electricity to BLCI on August 26, 2013,

On March 22, 2013, the ERC provisionally approved the Power Sales Contract (PSC) between
BLCI and KSPC that was executed on October 12, 2012, The contract period is 10 years with an
annual contract quantity of 43,800,000 kWh. KSPC started its supply to BLCI on July 26, 2013.
On June 29, 2013, ERC issued the final approval on the PSC between BLCI and KPSC with
modification on the base price particularly on the fuel cost component.

Pursuant to Section 8 of R.A. No. 9136, the National Transmission Corporation (TransCo) was
created and assumed the electrical transmission functions of the NPC. On November 13, 2006,
BLCI and TransCo enterad into a Transmission Service Agreement (TSA) to support the CSEE
between BLCI and NPC. By virtue of R.A. No. 9511 dated December 1, 2008, the NGCP was
granted a franchise to engage in the business of conveying or transmitting electricity through high
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voltage backbone systam of interconnectad transmission lines, substations and ralated facilities and
for other purposes. These activitias wars praviously undertakan by TransCo.

The Wholesale Electricity Spot Market (WESM) started operation in the Visayas rsgion on
December 26, 2010. BLCI is registered with Philippine Electricity Market Corporation
(PEMC) Independent Electricity Markat Operator of the Philippines, Inc. (IEMOP) as a dirsct
WESM participant in order to avail of the opportunities in the competitive electricity market
effective December 26, 2010,

Total power purchases from ULGEIL KSPC, NGCP and PEMC/IEMOP, net of discounts, amountzd
to P1,030.5 million, P934.1 million and R734.1 million in 2019, 2018 and 2017, raspectively, and
prasentad as “Purchased powsr” under “Plant operations” in the consolidatzd statements of
comprzhensive income (see Note 19).

The outstanding payables to ULGEI, KSPC, NGCP and PEMC/IEMOP included under “Trade and
other payables” (see Note 14), on purchased power amounted to B102.5 million and B102.0 million
a5 of December 31, 2019 and 2018, respectively.

. Income Tax

2019 2013 2017

Current B152,142,534 BLI69473510 BI37,339,677
Defarrad (3.613,760) 5.146.406 363,847
B143,528,774 BL746199156 RI57.723.524

The rzconciliation between the amounts of provision for income tax computed at the statutory tax
rats to provision for income tax in the consolidatad statements of comprehensive income for the
years ended December 31, 2019, 2018 and 2017 follows:

2019 2018 2017
Income before income tax R1.966.696,191 B2068325837 RI[.831,852.935
Provision for income tax computed at 30% B390,008,857  B620,647,766  B349,553,831
Adjustments to income tax rssulting from:
Equity in net earnings of associates (398,240,914)  (379,623,624)  (341,228,796)
[mpact of OSD (17,555,719) (41,830,062) (44,729,860)
[nterest income already subjected
to final tax (30,719,030) (14,690,438) (1,934,497
Others 5,035,380 (9.833,726) {3,934.204)

P148,528,774  B174.619916 RI137,728.524
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The Group's defarrad income tax assets and defzrrad income tax labilities rzlate to the following:

2019 20103
Deferred income tax assets on:
Asset retirement obligation B24,429,119 B23.643,002
Pension liability 7,584,352 3,326,274
Unrezalized forsign exchanse loss 13,629 -
32,027,100 29.169.276
Defzrred income tax liability on
Excess of fair value over acquisition cost -
property, plant and equipment and inventory §31,032 917 444
Unrzalized forzign exchange gain - 902 463
831,032 1.819.907
Nat defarred income tax assets B31,196,068 B27.349 349

On July 7, 2008, R.A. 9504, which amended the provisions ofthe 1997 Tax Code, became etfzctive.
[t includes provisions relating to the availment of the OSD. Corporations, except for non-rasident
foreign corporations, may now 2lect to claim standard deduction in an amount not exceeding 40%
of their gross income. A corporation must signify in its returns its intention to avail of the OSD.
[f no indication is made, it shall be considersd as having availed of the itemized deductions. The
availment of the OSD shall be irrsvocable for the taxable year for which the return is made. On
November 26, 2008, the BIR issued Revenue Ragulation 16-2008 for the implementing guidelines
of the law.

The Parent Company, SIPC and BLCI availed of the OSD in the computation of their taxable
income in 2019, 2018 and 2017.

26. Segment [nformation

For management purposes, the Group is organizad into business units based on their products and
services provided as follows:

* Generation - generation and supply of powsr and ancillary services to NPC/PSALM, NGCP,
distribution utilities, WESM and other customers.

= Distribution - distribution and sale of electricity to the end-users.

*  Others - includes the operations of SECI and SLCI such as to manage, operate and invest in
power generating plants and related facilities.

These operating segments ars consistant with those reported to the BOD, the Group’s Chief
Operating Decision Maker (CODM).

The Group operates and generates revenue principally only in the Philippines (i.e., one
geographical location). Thus, geographical segment information is not presented.

The CODM monitors the operating results of its business units separately for the purpose of making
decisions about resource allocation and performance assessment. Segment performance is

evaluated based on operating profit or loss in the consolidated financial statements.

The Group earned inter-segment revenues amounting to 0.3 million, B0.2 million and nil in 2019,
2018 and 2017, respectively, pertaining to the supply of emergency power by SPC and SIPC to
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2019

Adjustments After

Beforz Adjustments and Eliminations and Eliminadons/

Generadon Distribution Others Tatal Climinacions Consolidated

Ravenue BLo03.231.205  BL.194.092,529 B R1.799,343,334 (R334.396)  R1.799,009.238

[ncome heforz (ncome rax 2.330.430,150 90.383.395 9,833,731 2.430.973.276 (464.277.083) 1.966,296,191

Net income 2,203,435,595 659375176 9,633,731 2,382, 444,502 (464,277,085) 1.313,187.417

Total assets TA2L213,442 770,043,921 90,366,170 3.381.628.333 3,714,073.370 11.095,702,403
Propertv. olant and 2quipment ¢ see

Note 1 1) 591,736,507 200,437,304 - 792,174,071 1.378,445 793,732.516

Toral labilities 423,101,098 523,430,125 LLLn4 951,842,237 (13.339.344) 933302391

Deprzciation and 1mortization
(3e2 Notz 22) 91,773,451 19.335.741 = LLL 109,192 - LLL109,192
Capital 2xpenditures 39332323 23,579.176 - 112.911,499 = L12911.499
2013

Adjustments Adter

Beforz Adiustments and Eliminations and Eliminations:

Generation Distribution Others Total Eliminations Consoiidated

Raveanue B1.302.315.6033 21083337573 B- B2.33a,13433! (B239.320) B23333145101

[ncome befors income fax 2.319.248.136 82,441,041 34212478 24515901073 [347.075,736) 2.063.325.337

Net income 2.360.163.330 34212475 2,441.281.757 (347.073.736) 1.394,205.971
Toral assets 7.630,481,671 748,577 A6 94,739,320 3,473.899,135 2,470,533 344 10,944,534,999
Property. plant ind 2quipment (ses

Note L1 336.322,311 194,578.910 - 751,201,721 - 781,201,721

Total liabilities 740,203,578 532,926,984 113,395 1,273.249,057 (3333343338 919914219
Deprzciation and amortization

(see Note 22) 72,320,361 13,203,391 - 90,524,252 - 90,524,231

Capital sxpenditurss 69.062.376 39.435.333 - 128,543,734 - 128.343.734

2017

Adjustments After

Betorz Adjustments and Eliminatiens and Eliminarions

Generation Distribution Others Toral Eliminations Consolidated

Ravenue B1,435,332,793 R2914,288.398 B 22.330.121,191 B- B2.350,121,191

Ineome beforz income rax 2.372,999,117 69,513,729 14423929 2.434,946.775 (923,093 340) 1,331,352.933

Net income 22303381248 33,408,074 14,428.929 2.299 213,251 (923,093.340) 1574124 411

Total 1ssets 7.319,343.133 470,415,127 114,519,457 7,904,232,717 2,967,306.291 10.8372,089,008
Property, plant and squipment

(see Note L1} 625.426,392 152,919,010 - 773,343,502 - 778,343,502

Total liabilities 1.250,138.474 233,719,204 110,508 1,309.013.130 (1,083 494 1.307,934,592

Depraciation and amortization
(see Note 22)
Capital 2xpenditures

60.763,157
153,706,231

13,913,017

22,239,927

- 79,633,134
- 190.946.208

79,583,134
190,946,208

[n 2018, the Group recognized impairment loss amounting to B14.3 million on its machineries and
equipment as a result of determining the disposal group's fair value less cost to sell (see note L1).

The Group’s revenue from contracts with customers is mainly from generation and distribution
services. Set out below is the disaggragation of the Group's revenue from contracts with customer

in2019,2018 and 2017:

2019
Generation Distribution Total
Revenue from power supply contracts
and ancillary services B357,932,460 B- B357,932 460
Revenue from market power trading 746,984,149 = 746,984,149
svanue from distribution services
(see Note 23) = 1,194,092,629 1,194,092,629
Total operating fees 1,604,916,609 1,194,092,629 2,799,009,238
Revenue from management services
presented as “Service income™
(see Note 3) 123,643,736 - 123,643,736
Total B1,728,560,345 B1,194,092,629 B2,922,652,974

T

T



2013

Generation

Distribution

Toral

Rzavenue from power supply contracts

and ancillary services B1.029,232.339 B R1,029,232.339
Revenue from markat power trading 273,293,999 - 273,293,999
Ravenue from distribution serviceas

(see Note 23) - 1.083.337.673 1.033.337,673
Total operating fees 1.302.575,833 1,083.337,673 2,335914,511L
Revenue from management services

prasentad as “Service income”

{se2 Note 3) 120,007,156 - 120,007,158
Total Bl.422,533,994 B1.033.337.,673 B2,503,921,667

2017
Generation Distribution Total

Revenue from power supply contracts

and ancillary services BL.143,508,349 2= Bl 143,508,549
Revenue trom markst powsr trading 2025324244 - 292324244
Ravanue from distribution services

(see Note 23) - 914,238,398 914.233.3983
Total operating fzes 1,435,332,793 914,283,393 2,350,121.191

svenue from managament services
prasented as “Service income”
(sea Nota 3)

Total

P914.283.393

100.006.366
B2 450.127.557

Ravenue from the Group's major extzrnal customers, which account for 54%, 43% and 30% in
2019, 2013 and 2017, respectively, amountsd to BL,505.1 million, Bl,133.8 million and

BL,176.9 million, respectively.

Adjustments and Eliminations

Adjustments and eliminations are part of detailed reconciliations presented below:

Reconciliation of Net [ncome

2019 2018 2017

Segment net income £2,278,444,502 B2,441,28(,757 B2.299.218,231
Equity in net earnings of associates

{see Note 10) 1,327,469,713  1,265,412,079  1,137,429,320

Dividend income from associatas

(see Note 10)

(1,412,024,298) (1,409,823,863)

(1,028,339,061)

Dividend income from subsidiaries (375,722,500) (402.,664.000) (734,184,099)
Group net income P1,818,167,417 B1,894,205971 RL1.674,124411
Reconciliation of Total Assets

2019 2018
Segment assets P8,383,206,978 B8,473,899,155
[nter-segment receivables (27,289,252) (356,705,798)
[nvestments in associates and subsidiaries 2,707,262,661 2,794,869,626
Goodwill 32,522,016 32,522,016

Group assets

P11,095,702,403 B10,944,584,999
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Reconciliation of Total Liabilizies

2019 2013

Segment liabilities B951,642,237 B ,273,249,057
ter-segment payvables {18,339.840) (353.334.833)
Group liabilities B933.302.391 BO[9914.219

[ndicators
The following financial indicators ars used, among others, by management to evaluate the
performance of the Group as of and for the years ended December 31, 2019, 2018 and 2017:

2019 2013 2017
For the years ended December 31:
Earnings per sharz (see Note 27) BL.19 Bl.24 BL.LD
Sharz in net sarnings of assoclates
(see Note 10) 1,327.469,713  [265412,079  L137,429.320

Return on equity (total comprzhensive

income divided by average total

aquity) 17.93% 19.61% 18.33%
Return on assets (total comprzhensive

income divided by avzarage total

assets) 16.43% 17.43% 13.75%
Cash flows:

Net cash flows from operating

activities 663,826,139 301,093,533 677,925,987
Net cash flows from invasting

activities 1,302.361,277 2425046333 343,733,524
Net cash flows used in financing

activities (1,675,050,396) (1,237,727.453) (1.829.013,293)

Az of December 31:
Cash and cash squivalents (see Note 6) 3,227403,650 2.937,042,859  1[,445.250,136
Current ratio (total current assets including
noncurrsnt assets held for sale divided
by total current liabilities including
liabilities directly associated with

noncurrant assets held for sale) 7.82 7.33
Debr ratio (toral liabilities divided by total
assets) 0.03 0.08
Debt-to-equity ratio (total liabilities
divided by total squity) 0.09 0.09
Solvancy ratio (total comprehensiva
income befors depreciation and
amortization divided by total
liabilities) 2.06 2.16 1.17
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27. Earnings Per Share
The following prasents information necassary o calculatz earnings per shars attributable to equity
holders of the Parent Company:
2019 2013 2017
Net income atiributable to equity holders
of the Parant B1,782.279,548 B[,334,292.292 21,543,255,603
Waighted average number of common shares
issued and outstanding 1.496,551,803 1 496551.303 1.495.551.803
Basic. Dilutad earnings per sharz B1.19 Bl.24 BL.1O
Computation of wzightad average number of common shares issued and outstanding follows:
Number of shares issued 1,569,491,900
Less weightad average number of weasury sharss 72,940,097
1,456,551,803
There ars no potantially dilutive common sharss issued as of December 31, 2019, 2013 and 2017.
23. Financial Risk Management Objzctives and Policies

The Group's principal financial instruments comprise of cash and cash equivalents and trade and
other payables. The Group has various other financial assets and liabilities such as trade and other
receivables, trade and other payables, PSALM deferred adjustments included under *Other
noncurrant assets”, due from/due to related parties, dividend payable, and customers’ deposits
which arise dirsctly from its operations.

The main risks arising from the Group's financial instruments are liquidity risk and credit risk.

The Group's senior management oversees the management of these risks. The Group’s senior
management ensures that the Group's financial risk-taking activities are governed by appropriate
policies and procedures and that financial risks are identified, measured and managed in accordance
with the Group’s policies and risk appetite.

The BOD rzviews and approves policies for managing each of these risks and they are summarizad
below.

[nterast Rate Risk

[nterest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuatz because of changes in market interest rates. The Group’s exposure to risk of changes in
market interest rates relates primarily to the Group’s long-term debt obligations with floating
interest rates. The Group's policy is to manage its interest cost using the variable-rate debts.

As of December 31, 2019 and 2018, the Group does not have a financial liability that is exposed to
interest rate risk.

(AL
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The tables below summarize the maturity profile of the Group’s
liquidity risk and financial liabilities at December 31 based on contractual undiscounted payments:

The Group maintains sufficient cash and cash
stzd in short-tarm money market
maturing obligations and pay dividend

financial assets usad manage

W9
1 to 30 31 to 60 3l to 90 Over
Total Current Davs Davs Davs 90 Davs
Financial Assets
At 1mortized cost:
Cash 1nd sash squivalents B3.227.405,530 23,227.403.530 2 B B 2
Trade and other rzezivabies
PSALM 1,015,262 - - - - 1,015,262
Raczivable from customers 346,413,517 224498506 32,335,928 12,940,626 16.360,342 35473713
Current portion of PSALM
deferrad adjustments 36,798,477 36,798,477 - e - -
Others 32,294,519 1,327,622 1,372,107 1406431 1,233,491 27,404,967
417,223,875 262,624,705 34,208,033 18,347,057 18,130,154 33.393.944
Due Tom related parties 1,873,403 139.476 49,57 20,360 21,959 1,442,233

PSALM deterred adjustments
{included in *Other noncurrant

145,967,291

assers™ 145.067.292 - - - =
3,791.168,422 3,490,187 831 34,257,606 13,367,423 13.172,093 131303469
At FVOCT
[nvestment in oropnetary zlub
shares 7,300,000 - - - - 7,300,000
3.799.568.422 3400157331 34,237,606 13.367.423 13.172.093 238.503.469
Financial Liabilities
Trade and other payaples
Trade 163,978,546 240,273,77 5,362,373 4.336,461 224,099 13,381,940
Accrued 2xpenses 34,504,487 12,649.5303 131 - - 11,955,003
Nonirade #3.990.324 54,326.290 70.671 1356484 38.777 11,148,102
364,373,437 317449304 3,433,227 4,892,945 312,376 36,885,043
Due to related parties 603,080 12,570 43,467 - 42,000 497,043
Customers’ deposits 149.096.391 = - & - 149,096,391
Lzase liabilities 11,443,592 - - - - 11,443,592
Other noncurrent liability 145,967,292 - - - - 143.967.292
7171.685.312 J17.471.934 5,476,594 4,592,943 354.376 343.689.363
Net Financial Assets (Liabilities) 23.127.382.5610 B3.172,595.397 B218.780.911 B13.674.478 RL7.317.217 (B105,085.394)
2013
Lwo30 3Lt 60 4l 90 Over
Toral Currant Davs Davs Davs 90 Davs
Financial Assets
At amortized cost:
Cash ind cash :quivalents 21.937.042.338 82,937.042.339 B B B
Trade and other receivables
2ceivabie rom PSALM 2,190,390 - - - - 2,190,390
Rzceivable from customers 337,596.596 239,570,576 30.208.163 13.991.573 13,319,596 30.306.531
Curreat portion of PSALM
deferred adjustments 36,798,477 6,798,477 - - = -
Others 40.033.362 10.‘)49.521 2.347.077 2,503,727 632.032 23.422.405
436,539,425 237517674 32,755,242 21,495,403 19,151,428 75,919,476
Due from related parties 14,310,551 15,232,502 31,130 33.340 31,377 1,476,232
PSALM deferred adjustments
{included in “Cther noncurrent
assers”) 132,763,769 = - — = 132,763,769
3,373,238,704 3.239.593,033 32,735,422 21,334,245 19,133,305 260,151,497
ArFVOCH
Investment in proprietary club
shares 6,500.000 = - - - 5,300,000
3.379.758.704 3.239.593.035 32.786.422 21.334.245 19.133,505 266.561.497
{Forward)

LUV



I

()}

tn
i

013
1o ) 30 3 0 Owver
Tomul Currznt Davs Zavs Davs M Davs
Financial Ziaolities

Trade 1nd other 2avables
Trade B11.392.210 24,509,145 o BETA78:8
Acerued 2xpenses 334,210 331543 11,394,300
Nontrade 327380 738,303 30.130.712
5.5371333 3421540 33.934.323

Dividends pavable

Due w0 refated parties
Customers’ deposits
Other roncurrsnt liability

34210340

- 308.731.900 11381,
Net Financial Assets (Liabilities) 22,373.392.337 22.930,341.373 220.973.243 B13362.210 2{3.761,359 {B1)7.549.1 300

Cradit Risk
Cradit risk refers to the risk that a counterparty will default on its contractual obligations resulting
to 2 financial loss.

The Group trades only with recognized, craditworthy third parties. It is the Group’s policy that all
customers who wish to trade on cradit terms arz subject to credit procedurss. In addition, receivable
balances ars monitored on an ongoing basis with the result that exposurs to bad debts is not
significant.

With respect to cradit risk arising from the financial assets of the Group, which comprise cash and
cash equivalents, trade and other receivables, due from related parties and PSALM deferred
adjustments included in “Other noncurrent assets”, the Group’s exposure to cradit risk arises from
default of the counterparty. The Group's credit risk from cash and cash equivalents is mitigated by
Philippine Deposit Insurance Corporation’s (PDIC) insurance coverage on the cash in bank. While
the Group does not hold collateral as security, its cradit risk from trade and other receivables is
mitigatzd by the customers’ deposits which are collected to guarantee any uncollected bills from
the customers upon termination of the service contract.

The Group's maximum exposure equals to the carrying amount of the aforementioned instruments,
excluding cash on hand, and is offset by the PDIC insurance coverage and customers’ deposits.
The offset rzlates to balances where there is a legally enforceable right of offset in the event of
counterparty default and where, as a result, there is a net exposurs for credit risk management
purposes. Howsever, as there is no intention to settle these balances on a net basis under normal
circumstances, they do not qualify for net presentation for accounting purposes.

2019
Maximum Exposure to
exposure Offset credit risk
At amortized cost:

Cash and cash zquivalents (axcluding zash on hand) B3.220.366,103 (R9,421,306) 23,210.944,797
Trade and other receivables 417,223,875 (96,343,836) 320,380,039
Due from related parties 1,673,605 - 1,673,605

PSALM deferred adjustments (included in “Other
noncurrent assets™) 145,967,292 = 145,967,292
P3.785.230,875 (B106.263.142) P3.678.965,733

2013
Maximum Exposurz o
exposure Offset credit risk
At amortizad cost:

Cash and cash 2quivalents (excluding cash on hand) B2,928,731,399 (B3,067,264) B2,920,664.335
Trade and other raceivables 436,639,425 (37,000,073) 349,639,330
Due from related parties 16,310,651 - 16,810,651

PSALM deferred adjustments (included in “Other
noncurrant assets”™) 132,763,769 - 132.765,769
23,364,947 444 (B93,067.339) 23.469.880,105

LRI R
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As of December 31, 2019 and 2013, the Group's significant concentm*;on ot cradit risk pertains to
its trade and other rzcaivables and PSALM deferred adjustments amounting to RB363.2 million and
B519.4 million, respectively, and impaired financial assets, detzrmined based on probability of
collection, are adequately coverad with allowance

Applicable for the vears ended December 31, 2019 and 2013

The following ars the details of the Group's assessment of cradit quality and the related ECLs as
at December 31, 2019 and 2013:

General Approach

*  Cash and cash equivalents - As of December 31, 2019 and 2018, the ECL relating to the cash
and cash equivalents of the Group is minimal as these ars d‘,pomtgd in rzputable banks which
havs good bank standing, and is considerzd to have low credit risk.

*  Due from NPC/PSALM, related parties, and other receivables - As of December 31, 2019 and
2018, there werz no individually impairsd accounts. No ECL is recognized for these
receivablas since thers were no history of default payments. This assessment (s undertaicen
cach financial year through examining the financial position of the parties and the markets in
which the partizs operatz.

Sampftjved Approach
Trade and other racezmbﬂs - The Group applied the simplified approach using a “provision
matrix’. As of Decamber 31, 2019 and 2018, the allowance for impairment losses as a result
from performing collecﬁve and specific impairment test amounted to B37.2 mullion and
B36.3 million. Management evaluated that the Parent Company’s trade receivables are of high
grade and of good cradit quality.

2019
Lifetime ECL
Stage | Stags 2 Stage 3 Simplified
[2-monch ECL  Lifetime ECL  Liferime ECL Approach Total
Gross carrying amount B B B34,702,715 B419,683347 B454,336,062
Loss allowance - - (34,702.713) (2.459.472)  (37.162.187)
Carrying amount B B— B—  PR417,223.875 B417.223.3875
2013
Lifetime ECL
Stage | Stage 2 Stage 3 Simplified
12-month ECL  Lifetime ECL  Lifetime ECL Approach Toral
Gross carrying amount B B R32.647 435 R439.123,937 B47L,773422
Loss allowance — — (32.647433) (3.661.640)  (36.309,123)
Carrving amount B B B P4335464.297 B435.464.297

The Group grades its financial assets as follows:

*  Cash and Cash Equivalents: These are assessed as high grade since these are deposited in
eputable banks which have good bank standing, thus credit risk is minimal.

s Receivable/Due from NPC/PSALM, NGCP and Distribution Utilities: These are assessed as
high grade since these receivables arose from the contract provisions of the ROMM Agreement,
Operation and Maintenance Service Contracts (OMSC), Ancillary Services Procurement
Agreements (ASPA), Power Supply Contracts (PSCs), and/or collectible from government
institution.
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v Receivable from Customers of BLCI: Raczivables from commercial customers arz classified
as high grade; receivables from rssidential customers as standard; and receivables from the
government, hospirals and radio stations as substandard. Classification is based on the

collection history with these customers.

«  Due from Related Parties: These are assessed as standard, although racoverability of these
aceivables is certain, as these arz given secondary priority as to settlement by the related
parties compared to third party obligations.

*  Other Receivables: Grading of financial assets is determined individually based on the Group’s
collection experience with the countarparty.

Fair Value of Financial Assets and Financial Liabilities

Fair value is defined as the price that would be raceived to sell an asset or paid to transter a liapility
in an orderly transaction between markst participants at the measursment dats. Fair values arz
obtained from quoted markat prices, discounted cash flow models and option pricing models, as
appropriate.

lass of financial

«Q

The following methods and assumptions ars used to 2stimate the fair value of each
instruments:

»  Cashand Cash Equivalents, Trade and Other Receivables, Trade and Other Payables and Due
From/To Related Parties. The carrying amounts of cash and cash equivalents, trade and other
receivables, trade and other payables and due from/to related parties approximate their value
due to the relatively short-term maturity of these financial instruments.

*  [nvestment in Proprietary Club Shares. Markat values have been used to determine the fair
value of listed proprietary club shares.

s Nowucurrent Receivable (included in “Other Noncurrent Assets”) and Other Noncurrent
Liability. The fair values of the noncurrent receivable and noncurrent liability are based on the
net present value of cash flows using the prevailing market rate of intersst. A3 of
December 31, 2019 and 2018, the carrying values of the noncurrant receivable and noncurrent
liability approximate their fair values.

*  Customers’ Deposits. The fair value of customers’ deposits approximates the carrying value
as (1) bill deposits earn interest at the prevailing market intersst rate in accordance with
regulatory guidelines and (2) the timing and related amounts of futurs cash flows relating to
matzrial deposits cannot be reasonably and reliably estimated for purposes of establishing their
fair values using an alternative valuation technique.

As of December 31, 2019 and 2018, the Group considers its investment in proprietary club shares
measured and carried at fair values of B7.3 million and B6.5 million under Level | classification,
respectively (see Notes 2 and 12). The Group also considers its noncurrent receivable amounting
to P146.0 million and P182.8 million as of December 31, 2019 and 2018, respectively, noncurrent
liability amounting to B146.0 million and B182.8 million as of December 31, 2019 and 2018, and
customers’ deposits amounting to 149.1 million and B132.1 million as of December 31, 2019 and
2018, respectively, under the Level 3 classification.

During the reporting period ended December 31, 2019, there were no transfers between Level 1
and Level 2 fair value measurements, and no transfers into and out of Level 3 fair value

measursments.

LA
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29, Other Matters

Electricity Power Industry Reform Act (EPIRA)Y of 2001

On June 8, 2001, the EPIRA was signed into law and took effect on June 26, 2001, The law
provides, among others, for the privatization of the assets of NPC, the creation of PSALM to accept
transfzrs of all assets and assume all outstanding obligations of NPC, and the restructuring of the
alectric power industry sector as a whole. The law also provides for the mandate and framework to
introduce competition in the electricity markst and penalize anti-competitive behaviour. The [RR
of the EPIRA was approved by the Joint Congressional Power Commission on February 27, 2002,

The EPIRA and its covering [RR provide for significant changes in the power industry including
the following: (i) Competition in the ratail supply of electricity; (ii) Open access to the transmission
and distribution systems; (iii) Establishment of a Wholesale Electricity Spot Marlet (WESM);
(iv) Unbundling of the generation, transmission and distribution rates; and (v) Removal of existing
cross-subsidies provided by industrial and commercial users to residential customers.

An important milestone in the Philippine power industry was rzached when the WESM began
commercial operations on June 23, 2006. In the Visayas region, WESM started operations on
December 26, 2010. The establishment of the WESM is one of the prsconditions to retail
competition and open access required by the EPIRA.

SIPC, after complying with the requirsments set under WESM rules, has been participating in the
WESM since the start of commercial operation of the WESM in the Visayas Grid on
December 26, 2010 up to the present. The Parsnt Company started participating in the WESM
starting in the last quarter of 20 14.

Land Lease Agrzements (LLAS)

The Parent Company and SIPC entered into LLAs with PSALM (as Lessor) in furtherance of and
as an ancillary contract to the respective Asset Purchase Agrsements (APA) with PSALM,
governing the sale of assets as follows:

»  Puanay and Boho! Diesel Power Plants. The purchase of the Panay and Bohol Diesel Power
Plants was coversd by LLA between the Parent Company and PSALM which provides, among
others, that the control and possession of the facilities will be turned over to the Parent
Company upon completion of the conditions precedent to closing. Subsequently, with the
written consent of PSALM, the Parent Company assigned its rights and obligations under the
APA and LLA to SIPC. Following the completion of the conditions precedent and the
completion of the respective Certificatzs of Closing of the Parent Company, SIPC and PSALM,
the control and possession of the purchased assets were turned over and transferred to SIPC on
March 23, 2009 (the “Closing Date™).

The term of the LLA is 23 years from Closing Date, which may be renewed or extended for
another period of 23 years or the remaining corporate life of PSALM, whichever is shorter,
upon the mutual written agreement of the parties. The rentals which were paid in full on
Closing Date (March 23, 2009) amounted to B10.6 million.

» LBGTs. OnJanuary 29, 2010, the Parent Company exacuted the LLA with a term of 10 years
from Closing Date, which may be renewed or extended for another period of 10 years or the
remaining corporate life of PSALM, whichever is shorter, upon the mutual written agreement
of the parties. The rentals which were paid in full on Closing Date amounted to 1.2 million.
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s [33.0 MW Naga Power Plant (consisting of CTPP |. CTPP 2 and CDPP 1) (see Note 19). On
Septamber 23, 2014, the Parent Company exacutad the LLA with a term of 23 years from

Closing Datz, which may be rsnewsad or extended for another period of 25 years or the
remaining corporate lifz of PSALM, whichever is shorter, upon the mutual written agrzement
of the parties. The rantals which wers paid in full in 2014 amounted to B712.5 million including
withholding tax borne by the Parsnt Company.

Under the LLAs, the Parent Company and SIPC shall use and occupy the leased premises primarily
for the operation, managsment, expansion and maintenance of the power plants, and shall not assign
or transfer any of their right under the LLA or sublease all or any part of the leased premises without
the prior consent of PSALM. The Parznt Company and SIPC, at their own expense, shall be solzly
responsible for obtaining all the necessary authorizations, licenses and permits for any alterations,
additions, facilities, improvements and installations introduced on the leased premises. Within a
period of 130 days from the termination of the LLAs or expiration of the lease terms. the Parent
Company and SIPC arz obliged to perform activities to facilitate clean-up, return and surrsnder of
the leased premises (see Notes 2 and 3).

The LLAs also cover an option to purchase optioned assets within the leased premuses that may be
offersd by the Lessor. The purchase price (on a per squars meter basis) shall be equivalent to the
highest of the following valuations and/or amounts: (i) the assessment of the Provincial Assessor;
(i) the assessment of the Municipal or City Assessor; and (iii) the zonal valuation of the Bureau of
[nternal Revenue. The unused rzntals corresponding to the area of the optioned assets over which
the option was exercised shall be deducted from the purchase price.

[n 2017, SIPC exzreised its option to purchase the optioned assets covering all the lots underlying
the Bohol Diesel Power Plant with a total arza of 27,527 squars meters. The aggregate of the
purchase price amounting to B33.6 million is shown as part of “Property, plant and equipment”
account in the consolidatzd statements of financial position (see Note 11).

The current portion of the remaining prepaid rent amounting to nil and PO.4 million as of
December 31,2019 and 2018, respectively, are presented as part of “Prepayments and other current
assets” and the noncurrent portion amounting to nil and B3.3 million as of December 31, 2019 and
2018, respectively, are presented as part of “Other noncurrent assets”, in the consolidated
statements of financial position (see Notes 9 and 12). The remaining prepaid rent as of December
31, 2018 amounting to B3.3 million was derecognized upon adoption of PFRS 16 (se2 Notes 2
and [1).

Rent expense under the LLAs amounted to nil in 2019 and 0.2 million in 2018 and 2017,
espectively (see Notes 20 and 22).

PSALM's Cost Recovery Adjustments

Deferred Accounting Adjustments (DAA). The ERC issued an Order dated June 20, 2017
authorizing PSALM to implement the methodology for the recovery/refund of the approved DAA
pertaining to GRAM and [CERA, which was granted by ERC in a Decision dated March 26, 2012,

Upon Private Electric Power Operators Association’s (PEPOA) motion, the ERC, in an Order dated
October 19, 2017, deferred the implementation of the approved DAA pending clarification by the

ERC of the queries raised in the motion for clarification.

The ERC subsequently clarified that the GRAM and I[CERA DAA are deferred adjustments, which
were incurred by PSALM/NPC in supplying energy during the corresponding period; thus, it shouid
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scoversd refunded by PSALM/NPC to its customers. Hence, the Distribution Utilities (DUs)
ars not just merz collectors of the said DAA but these ars charges that they should pay to
NPC/PSALM and charged to their customers as part of their generation charge. [n the same Order,
the ERC dirzcted the DUs to rzsume the implementation of the GRAM and [CERA starting the

January 2018 billing period.

o
(4]
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Automatic Cost Recovery Mechanism (ACRMj. On June 20, 2017, the ERC issued its Decision,
authorizing PSALM to racover/rafund the True-up Adjustments of Fuel and Purchased Power Costs
and Forzign Exchange-Rzlatzd Costs effzctive its next billing period.

[n an Order dated October 19, 2017, the implementation of the ACRM was deferrad to the
January 2018 billing period pending the evaluation of the clarifications raised in PEPOA’s letter
and motion and, subsequently, the ERC issued an Order dirzscting PSALM and the DUs to abide
with the clarifications issued by the ERC.

The current portion of the Group’s PSALM deferred adjustments amounting to B36.8 mullion as of
December 31, 2019 and 2018, respectively, is recorded under “Trade and other racaivables” and
the noncurrsnt portion amounting to R146.0 million and £132.3 million as of December 31, 2019
and 2018, respectively, are prasented as part of “Other noncurrent assets”, in the consolidated
statements of financial position (see Notes 7 and 12). The current and noncurrent portions of the
corrssponding amounts due to PSALM was prasented as part of “Nontrade” under “Trade and other
payables” and “Other noncurrant liability” in the consolidated statement of financial position as of
December 31, 2019 and 2018.

Acquisition and Turnover of the 133.1 MW Naga Power Plant Complex (NPPC)

Prior to the expiration of the OMSC on September 25, 2014, the Parent Company purchased the
NPPC after exarcising its "right-to-top" (RTT) the winning bid, which right was pursuant to the
LLA with PSALM that was exzcuted when the LBGTs were acquired by the Parent Company in
2010. Pursuant to the APA exzcutad by the Parent Company and PSALM covering the purchase
of the assets consisting of the thermal and diesel power plants (CTPP | and CTPP 2, and CDPP 1),
the Parent Company paid PSALM a total of 463.3 million. The Parent Company and PSALM
also entered into an LLA, as an ancillary contract to the APA, covering the land where the
purchased assets are located, and paid in full the total lease rentals amounting to B712.5 million.
Following the issuance of Notice of Award on July 28, 2014 and after completing all the conditions
for Closing, PSALM turned over the NPPC to the Parent Company on September 25, 2014,
coinciding with the termination of the OMSC.

Mors than one year after PSALM awarded the NPPC to the Parent Company, the Supreme Court
(SC) declared the APA and the LLA for the sale of the NPPC to be null and void per decision
promulgated on September 28, 2013.

On December 1, 2013, the Parent Company filed its Motion for Reconsideration of the SC Decision
datad September 28, 2015. In said Motion for Reconsideration, the Parent Company stressed that,
as the owner of the LBGT and the lease on the land on which the LBGT stands, it has an interest
in the whole of the Complex and not just within the leased premises. This is due to the fact that the
Parent Company's payment for the LBGT necessarily includes payment for the RTT, the LBGT
and the land subject of the LBGT-LLA which forms part of the Complex, and the Parent Company
shares in the use, upkeep and maintenance of the Co-Use Facilities within the Complex, thus,
showing that the Parent Company's interest extends to the whole of the Complex.
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On December 9, 2013, the SC resolved to deny the Motion for Reconsideration. Thus, a Motion
For Lzave to File and Admit the Attached Urgent Motion for Second Reconsideration and/or
ral to the En Banc was filed by the Parsnt Company on February 2. 2016. Howevsr, on April
6, 2016, the SC issued a Resolution whers it resolved among others to deny the said Motion For
Lzave and noted without action, the attached Urgent Motion for Second Reconsideration and /or
Referral to En Banc, in view of the denial of the Motion for Leave. Accordingly, an amount
squivalent to B1,143.2 million (i.., amount paid by the Parent Company to PSALM in 2014, net
of withholding tax) was recognizad as other noncurrsnt receivable as of December 31, 2016 and
2015. On October 3, 2016, the SC granted the manifzstation/motion of Therma Power Visayas,
Inc. (TPVI) dated March 16, 2016 praying for the reinstatement of the notice of award in favor of
TPVIdatad April 30, 2014. The Parent Company then filed an Urgent Motion For Reconsideration
with Alternative Motion to Rafer to the En Banc, on November 2, 2016. [n a Resolution dated
November 28, 2016, the SC denied the same. Another Urgent Motion For Rzconsideration was
filed by the Parsnt Company on December 9, 2016. This was followad up by the filing on January
19, 2017 of a Supplemental Motion,/ Patition for Referral to the En Banc which argued that thers
was a violation of SPC’s substantive right to due process in reinstating the Notice of Award in favor
of TPVI and a violation of procedural due process in lifting the Entry of Judgment of September
28, 2015.

On February 21, 2017, the Parsnt Company received the Entry of Judgment through its legal
counsel certifying that the September 23, 20135 Decision and October 5, 2016 Resolution have
become final and exzcutory on November 28, 2016 and were recorded in the Books of Entries of
Judgments.

On April 26, 2017, the SC issued a final resolution denying both the Motion for Reconsideration
and the Supplemental Motion Petition for Referral to the En Banc filed on December 9, 2016 and
January 19, 2017, respectively. In its final resolution, the SC confirmed that the September 23,
2015 Decision and the October 3, 2016 Resolution became final on November 28, 2016.

After receipt of the Notice of the Second Entry of Judgment in February 2017, the Parent Company
was anticipating a speedy turnover of the NPPC. However, serious negotiations never transpired as
of December 31, 2017 through no fault of the Parent Company.

Considering that the NPPC has been in the possession of the Parent Company even after
November 28, 2016, it has to operate the plant as the best way to preserve it pending the eventual
turn-over to PSALM and the return of the purchase price, as well as the reimbursement of necessary
and useful expenses made on the NPPC. The incidental income and expenses derived from
operating and preserving the NPPC after November 28, 2016 are recognizad as part of “Others -
net” in the consolidated statements of comprehensive income (see Note 3).

On July 9, 2018, PSALM and the Parent Company finally entered into a Memorandum of
Agreement (MOA) containing the terms and conditions for the return of the NPPC to PSALM,
return of the SPC Bid to the Parent Company, and the settlement of all claims between the parties.

[n accordance with the MOA, PSALM and the Parent Company executed the Joint Certificate of
Turnover on July 13, 2018. Thus, the Parent Company turned over the NPPC and paid the entire
payable to PSALM through cash amounting to B75.7 million, net of withholding tax, for fuel and
coal consumed and through replacement of fuel while PSALM returned the SPC Bid to the Parent

Company amounting to ®1,143.2 million.

R



Events Atter the Reporting Period

b

[n 2 mova to contain the COVID-19 outbraak, on March 13, 2020, the Office of the Prasident of
the Philippines issued a Memorandum directive to impose stringent social distancing measurss in
the Natonal Capital Region effective March 13, 2020. On March 16, 2020, Presidential
Proclamation No. 929 was issued, declaring a State of Calamity throughout the Philippines for a
period of six (6) months and imposed an enhanced community quarantine throughout the island of
Luzon until April 12, 2020, which was subsequently extended to April 30, 2020 and further
extended to May 13, 2020 for most parts of Luzon. On various datzs after March 13, 2020, the
respective local governments of Cebu, Bohol and [loilo implemented similar quarantine measures
through issuance of Exzcutive Orders. These measuras have caused disruptions to businesses and
economic activities, and its impact on businesses continue to evolve.

The Group considers the events surrounding the outbreak as non-adjusting subsequent events.
which do not impact its financial position and performance as of and for the year ended
December 31, 2019. However, the outbrzak could have a material impact on its 2020 financial
results and even periods therzafter. Considering the evolving nature of this outbrzak, the Group
cannot determine at this time the impact to its financial position, performance and cash tlows. The
Group will continue to monitor the situation.

. Lease Agreements

The Group has enterad into various leases for office spaces, parking lots and parcels of land
which include those with other landowners and those with respect to its LLA with PSALM (see
Note 29). Leases of office spaces and parking lots generally have lease terms between 1 to 4
years, while leases of parcels of land generally have lease terms between | to 25 years. Total rent
expense charged to operations amountzd to 21.6 million, 6.4 million and 6.7 million in 2019,
2018 and 2017, respectively (see Note 20).

Set out below are the carrying amounts of the Company’s right-of-use assets, presented as part of
property, plant and equipment, and lease liabilities and the movements during the year ended
December 31, 2019:

Right-of-use assets

Land Office Space Total Lease liabilities
As at January 1 B7,289,017 RL,263,379 B8,552,896 P3,440,186
Additions - 9,263,019 9,263,019 9,263,019
Depreciation expense - (4,401,363) (4,401,363) -
[nterest expense — - - 827,244
Payments — — — (3,043,168)
As at December 31 B7,289,017 B6,125,533 BI13,414,550 B10,487,281

Set out below are the amounts racognized in the consolidated statement of comprehensive income
for the year ended December 31, 2019:

Depreciation expense of right-of-use assets 24,401,365
[nterest expense on lease liabilities 827,244
1,649,624

Rent expense - short-term leases (see Note 20)

6,878,233

AN
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Amount
| y=ar B3,838,9256
more than 1 years to 2 years 3,809,041
more than 2 years to 3 years 408,432
more than 3 years to 4 years 408,432
more than 3 y2ars 893,661

Bl1,443.592

31. Notes to Consolidated Statements of Cash Flows

Changss in liabilities arising from financing activities in 2019 and 2018 are as follows:

2019
Dividend
At Dividend Attributable At
January | Declaration to NCI Others Cash Flows Decamber 31
Dividends payable
(3ee Notwe 13) £849,987 BRL1,646,206,983 B23,777,502 B (R1,672,834,472) B
Lease liabilities
{3eg Note 30 3,440,136 - 10,090,263 (3.043,168) 10,437,231

B4,290.173 R1.646.206,983 223.777.302  P10.090.263 (B1.675.877.640) P10,487.231

liabilities and additional lease

cu

Others in 2019 include intersst expense on the Group's leas
liabilities recognized during the year.

2013
Dividend
Al Dividend Arttributable At
January | Declaration to NCI Others Cash Flows Decamber 31
Dividends payable
(see Note 13) B- BL197241.442 B41,336,000 B (B1,237,727455) B319,987
2017
Dividend
AL Dividend Attributable At
January | Declaration o NCI Others Cash Flows Decamber 31
Long-term debt B376.223513 B B B1,349,263 (B377,777,778) B
Dividends payable
(see Note [8) 22.028.173 1,197,241 440 31,965.900 - (1.251.235,31l3) -
B

B598.256,690 (BL,197.241440) B31,963.900 B1,349,263 (B1,829,013,293)

The outstanding loan balance as at January 1, 2017 was paid on October 28, 2017. Interest expense
from this loan amounted to 19.2 million in 2017, including amortization of transaction costs of
B1.5 million. Others in 2017 pertain to amortization of transaction costs on the Group’s long-term
debt.

(LRI
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INDEPENDENT AUDITOR’S REPORT
ON SUPPLEMENTARY SCHEDULES

The Board of Directors and the Stockholders
SPC Power Corporation

7% Floor, Cebu Holdings Center

Archbishop Reyes Avenue, Cebu Business Park
Cebu City

We have auditad in accordance with Philippine Standards on Auditing, the consolidated financial
statements of SPC Power Corporation and Subsidiaries as at December 31, 2019 and 2013 and for each of
the three years in the period ended December 31, 2019, included in this Form 17-A, and have issued our
rzport therzon dated May 7, 2020. Our audits ware made for the purpose of forming an opinion on the
basic financial statements taken as a whole. The schedules listed in the [ndex to the Consolidated
Financial Statements and Supplementary Schedules are the responsibility of the Company’s management.
These schedules are presented for purposes of complying with the Revised Securities Regulation Code
Rule 68, and are not part of the basic financial statements. These schedules have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, fairly stats,
in all material respects, the information requirad to be set forth therein in relation to the basic financial

statements takan as a whole.

SYCIP GORRES VELAYO & CO.

C&MWU\/\@MWL

Alvin M. Pinpin

Partner

CPA Certificate No. 94303

SEC Accraditation No. 0781-AR-3 (Group A),
April 3, 2018, valid until April 2, 2021

Tax Identification No. 198-819-157

BIR Accraditation No. 08-001998-70-2018,
February 26, 2018, valid until February 25, 2021

PTR No. 8125280, January 7, 2020, Makati City

May 7, 2020
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SPC POWER CORPORATION

RECONCILIATION OF RETAINED EARNINGS AVAILABLE FOR

DIVIDEND DECLARATION
FORTHE YEAR ENDED DECEMBER 31, 2019

[tems

Amount

Unappropriated Retained Earnings, Beginning

Adjustments
Detarrad income tax assets that raduced the amount of
provision for income tax

B3,251,244,958

Unappropriated Retained Earnings,
as Adjusted, Beginning

Net [ncome Based on the Face of Audited Financial
Statements

Less: Non-actual/Unrealized Income Net of Tax

Equity in net income of associata/joint venture

Unrealized foreign exchange loss - net (except those
attributable to Cash and Cash Equivalents)

Unrealized actuarial gain

Fair value adjustment (M2M gains)

Fair value adjustment of [nvestment Property resulting to gain

Adjustment due to deviation from PFRS/GAAP-gain

Other unrealized gains or adjustments to the retained carnings
as a result of certain transactions accountad for under the
PFRS

Net deferred income tax assets that reduced the amount of
provision for income tax

Add: Non-actual Losses

Depreciation on revaluation increment (after tax)

Adjustment due to deviation from PFRS/GAAP - loss

Loss on fair value adjustment of investment property (after tax)
Unrealized actuarial loss

Interest expense - asset retirement obligation

Net Income Actual/Realized

1,833,928 321

Add (Less)

Dividend declarations during the period

Appropriations of Retained Earnings during the period
eversals of appropriations

Effects of prior period adjustments

Treasury shares

(1,646,206,983)
(2,300,060,000)
1,000,000,000

(131.008,174)

TOTAL RETAINED EARNINGS, END
AVAILABLE FOR DIVIDEND DECLARATION

P2,007,958,122
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INDEPENDENT AUDITOR'S REPORT ON
COMPONENTS OF FINANCIAL SOUNDNESS [INDICATORS

Archbishop Reyes Avenue, Cebu Business Park
Cebu City

We have audited in accordance with Philippine Standards on Auditing, the consolidated financial
statements of SPC Power Corporation and subsidiaries (the Group) as at December 31, 2019 and 2013
and for each of the three years in the period ended December 31, 2019, and have issued our report therzon
datad May 7, 2020. Our audits wers made for the purpose of forming an opinion on the basic financial
statements takan as a whole. The Supplementary Schedule on Financial Soundness [ndicators, including
their definitions, formulas, calculation, and their appropriatzness or usefulness to the intended users, ars
the responsibility of the Group’s management. These financial soundness indicators are not measurss of
operating performance defined by Philippine Financial Reporting Standards (PFRS) and may not be
comparable to similarly titled measures presented by other companies. This schedule is presented for the
purpose of complying with the Revised Securities Regulation Code Rule 68 issued by the Securities and
Exchange Commission, and is not a required part of the basic financial statements prepared in accordance
with PFRS. The components of these financial soundness indicators have been traced to the Group’s
consolidatad financial statements as at December 31, 2019 and 2018 and for each of the thrse years in the
period ended December 31, 2019 and no material exceptions were noted.

SYCIP GORRES VELAYO & CO.

OMMMV\@WWL

Alvin M. Pinpin

Partner

CPA Certificate No. 94303

SEC Accreditation No. 0781-AR-3 (Group A),
April 3, 2018, valid until April 2, 2021

Tax [dentification No. 198-819-157

BIR Accraditation No. 08-001998-70-2018,
February 26, 2018, valid until February 23, 2021

PTR No. 8125280, January 7, 2020, Makati City

May 7, 2020
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SPC POWER CORPORATION

FINANCIAL SOUNDNESS INDICATORS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2019

Ratio Formula 2019 2013 |
i Current Ratio Total Currant Assets including Noncurrant Assets Held for Sale 7.82 1.33
! divided by Total Current Liabilities including Liabilities Dirsctly
f Associated with Noncurrsat Assets Held for Sale
Total Currant Assets B4,106,210,017
Divide by: Total Currznt Liabilities 323247517
Current Ratio 7.82
{ Acid Test Ratio Quick Assets (Toral Current Assets less Materials and Supplies 6.94 649
and Prepayments and Other Currznt 4ssets) divided by Total
Current Liabilities
Total Currant Assets B4,106,210,017
Less: Materials and Supplies 378,363,129
Prepayments and Other Current
Assets S43.73
Quick Assets B3,646,301,130
Divide by: Total Current Liabilities 525247517
Acid Test Ratio 6.94
Solvency Ratio Total Comprzhensive [ncome beforz Depreciation and 2.06 2.16
Amortization divided by Total Liabilities
Total Comprzhensive [ncome B1,310,182.253
Add: Deprzciation and Amortization 111,109,192
1,921,291,445
Divide byv: Total Liabilities 933,502,391
Solvency Ratio 2.06
Debt-to-Equity Total Liabilities divided by Total Equity 0.09 0.09
Ratio
Total Liabilities B933,302,391
Divide by: Total Equity 10,162,400,012
Debt-to-Equity Ratio 0.09
1.11 L.11

Asset-to-Equity
Ratio

Total Assets divided by Equity Attributable to Parsnt

Total Assets B11,093,702,403
Divide by: Equity Attributable to
Parent 10,006,263 493

Asset-to-Equity Ratio L.11




(B8]

Ratio Formula 1019 2018
i [ntersst Rate ' Earnings befor2 [ncome Tax, Deprzciation and Amortization (V¢ 336,44 396.53
' Covarage Ratio Income plus Provision for Income Tax, Interest Expense,
! | Depreciation and Amortization less [nierzst Income) divided by |
| | [atersst Expense i
\ | '
| | Net [ncome B1,313,167,417 ' !
| Add: Provision for [ncome Tax 143,528,774 | |
[nterest Expense 5,557,408 | !
| ; B1,972,253,599 i
;' | _Less: [nterest [ncome 102,433,133
| | EBIT 21,369,300,411
' Add: Depreciation and Amortization 111,109,192
EBITDA 21,980,909,503
Divide bv: Interest Expense 5.557403
[ntersst Expense Coverage Ratio 33644
Return on Equity | Total Comprzhensive Income divided by Average Total Equity 17.93% 19.61%
(Total Equity PY + Total Equity CY divided by 2)
Total Comprzhensive [ncome B1,810,082,233
Total Equity CY B10,162,400,012
Total Equity PY 10,024,670,730
Average Total Equity R210.093,533,396
Raturn on Equity 17.93% ’
2turm on Assets Total Comprzhensive Income divided by Average Total Assets 16.43% 17.43%
(Total Assets PY + Total dssets CY divided by 2)
Total Comprehensive [ncome B1,310,132,253
Total Assets CY B11,093,702,403
Total Assets PY 10.944,584,999
Average Total Assets BLL1.020,143,701
Raturn on Assets 16.43%
Net Income Attributable to Parent divided by Revenue 63.68% 77.72%

Net Profit Margin

Net [ncome Attributable to Parzsnt B1,732.279,543
Divide by: Revenue 2.799.009.233
Net Income Margin 63.68%




SPC POWER CORPORATION AND SUBSIDIARIES

MAP OF THE RELATIONSHIPS OF THE COMPANIES WITHIN THE GROUP

DECEMBER 31, 2019

SR GER GVA BYAVE) AT A
SEC POWER CORPORATION
(Parent Company-Power Generation)
Incorporated in March [994

SUBSIDLIARIES

100.00%

Cabu Naga Power Corp:
{(Power Generation)
Incorporated in August 2013

100.00%

SEC Island Power Carp-
{Power Generation)
Incorporated in June 2001

78.40%
SPC Malaya Pewer Corp:

(Power Generation)
[ncorporated in September 2011

64.00%

SEC Light Company, IiC.
(Holding Company)
[ncorporated in January 2003

53.66%

Behel Light Company, IRc. 40.00%
(Power Distribution) g
Incorporated in July 2000 SI?@ EU@@EW@ @@m&ﬁ@ﬁﬂ% Eﬁ@n

(Holding Company)
[ncorporated in October 2002
ASSOCIATES
40.00% 40.00% 40.00%
KERPCO SPC Power Comp. Macan Eleciric STPC Wartsr Resourcss, Inc.
(Power Generation) Company, [nG (Water Processing)
(Power Distribution)
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Farm Tyoe Ceparment raguiring -he rzgort Secandary License Tyoe. If Aoclicable
NNEEE c|rR|M|D N[/ |
| COMPANY INFORMATION
Company's Email Addrass Company's T2lephone Number Maobile Number
WWW.spcpowergroup.com (032) 2320377 N/A
Mo, of Slcckhalders Annual Meeting (Month / Day) Fiscal Y2ar (Month / Day)
775 I 06/25 12/31
! CONTACT PERSON INFORMATION ]
The designated contact person MUST 2e an Cfficar of the Corperaticn
Name of Contact Person Email Addrass Tzlephone Mumber's Mocile Mumber
Jaime M. Balisacan jmbalisacan@spcpower.com (032) 232 0377 (0917) 323 1469

I CONTACT PERSON's ADDRESS |

7" Floor, Cebu Holdings Center, Archbishop Reyes Avenue, Cebu Business park, Cebu City

NOTE 1:  Incaseofdeaih, rasignation or cessation of office of the officer designated as contact person, such incident shall de raportad fo the Commission
within thirty (30) calendar days from ihe occurrance therscf with information and complefe contact details of the new contact parson designated.

2: Al Boxas must be progery and completely filled-up. Failura to do so shall cause the delay in updating the corporation’s records with
tha Commission and/ar non-raceipt of Motice of Deiflciencies. Further, non-raceipt of Notice of Deficiencies shall not 3xcuse the corporation from liability for its
deficiencies.
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Payvment Derail Inquiry

lof 1

hitps: efps.bir.gov.ph etps-war faces EFPSWeb_war payment Payme, .

Rapublika ng Pilininas
Kagawaran ng Pananalapi
Kawanihan ng Rantas Intarnas

eFPS Payment Details

TIN : 003 - 883 - 043 - 000

Name : SPC POWER CORPORATION

Tax Period :'12/31/2019

Referance  122000035415284
Number

Tax Type . IT - Annual Income Tax Return for Corporation and Partnerships

Payment Transaction Number
Date
Cash Amount Paid
Bank
h  Bank
Origin Code
Online Confirmaticn
Batch Confirmation
Batch
_ Acknowledgment

Payment Transaction Number
Data
Casnh Amount Paid

Bank
Origin gggf Amount
Panding Online 010000  14,917,058.00

Confirmation

Amount
010000 14,917.058.00
010000 14,917,058.00 0CCCCOGCOCCCOCH43344 04/13/2020  Authorizad 0 - Succassiul
012000 14,917,058.00 QCCOCOCOC0OCOCCHE45344 04/15/2020  Authorizad 0 - Successful

. 204085372

. 04/15/2020
©14,917,053.00
: 010000 - UCP_B_

Number Date Status Message

548344 04/13/2020 Authorizad 0 - Successiul

. 204085790

. 04/15/2020

0 14,917,058.00

. 010000 - UCPB

Number Data Status Message
50 - Details of Payment
wara radiractad (o the
corresponding Bank.
Please verify with your
_Bank.

= Unknown

"o Avaliable Batch Confrmation
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INDEPENDENT AUDITOR’S REPORT

The Board of Directors and the Stockholders
SPC Power Corporation

7 Floor, Cebu Holdings Center

Archbishop Rayes Avenue, Cebu Business Park

Cebu City

Report on the Audit of the Parent Company Financial Statements
Opinion

We have audited the parent company financial statements of SPC Power Corporation (Parent Company),
which comprise the parent company statements of financial position as at December 31, 2019 and 20138,
and the parsnt company statements of comprzhensive income, parent company statements of changes in
equity and parent company statements of cash flows for each of the three years in the period ended
December 31, 2019, and notzs to the parent company financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying parent company financial statements present fairly, in-all material
respects, the financial position of the Parsnt Company as at December 31, 2019 and 2018, and its financial
performance and its cash flows for each of the three years in the period ended December 31, 2019, in
accordance with Philippine Financial Reporting Standards (PFRSs).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs). Our
esponsibilities under those standards are further described in the duditor's Responsibilities for the Audit
of the Parent Company Financial Statements section of our report. We are independent of the Parent
Company in accordance with the Code of Ethics for Professional Accountants in the Philippines (Code of
Ethics) togather with the ethical requirements that are relevant to our audit of the parent company
financial statements in the Philippines, and we have fulfilled our other ethical responsibilities in
accordance with these requirsments and the Code of Ethics. We believe that the audit evidence we have

obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Parent Company
Financial Statements

Management is responsible for the preparation and fair presentation of the parent company financial
statements in accordance with PFRSs, and for such internal control as management determines is
necessary to enable the preparation of parent company financial statements that are free from material
misstatement, whether due to fraud or error.
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