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| Exchange -
| Commission

PHIEE®PINES

SEC FORM - I-ACGR

INTEGRATED ANNUAL CORPORATE GOVERNANCE REPORT

'GENERAL INSTRUCTIONS
A. Useof Form I-ACGR

- .This SEC Form .shall be uéed as.a tool to disc:lose Publicly-Listed _Compam‘es.' 'Complianoe/non— '
compliance with the recommendations provided under the Code of Corporate Governance for

Publicly-Listed Companies, which follows the "comply or expiam approach and for harmonizing the

'corporate governance reportorlal requlrements of the SEC and the Phlllppme Stock Exchange (PSE)
B. Preparatlon of Report

‘These general instructions are not to be ﬁled with the report The report sha]l contaln the numhers_ '
' and captions of all 1tems ' S o .

The I-ACGR has four columns arrangecl as follows:

[1] “Re commendations" -

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

Governance Scorecard

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

" Contains CG Practices/ . Pohmes__ ‘The ~‘company | The company | The PLCs shall provide
_ labelled as foIlows -.|'shall . indicate | shall - ‘provide | the ‘explanations . for.
: ' '.'complzance or | additional . " | any.: non-compliance,

1non-. -t information ~ to | pursuant to. the “comply
derived from the CG Code compliance_ support . their | or explain”approach.
- for PLCs; . S| with the | compliance R P
{2) "“Supplement . to ‘recommended | with the | Please note -that :the
Recommendation” - = | practice. recommended explanation given should
derived from the PSE CG . CG practice describe . the " non-
Guidelines for Listed . o | compliance and include |
Companies; how . the - overail
{3) “Additional 4 Principle ‘being
Recommendations” - CG recommended is still

being achleved by the
company. .

already of PLCs; and *“No_t Applica_b_le" or

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




C Slgnature and Fllmg of the Report {," Lo
. \’3 R

a. Three [3] copies of a fully accomphshed I—AGGR shall be filed with the Maln Ofﬁce of the
Commission on or before May 30 of the fo]lgﬂmg year for every year that the company
remalns listed in the PSE;

b. At least one (1) complete copy of the I-ACGR shall be duly notanzed and shall bear or;gmal and
manual signatures

¢. . The I-ACGR shall be signed under oath by: (1) Chairman of the Board; (2) Chief Executive Officer
or President; (3) All Independent DIrectors, {4) Compllance Off1cer and (5) Corporate Secretary

~d. Thel-ACGR shall cover all relevant mformatmn from ]anuary to December of the glven year.

B Ali reports shall comply w1th the ful] dlsclosure requ1rements of the Securltles Regulatmn Code

SEC Form — FACGR * Updated 21Dec2017
Page 20of 71



SEC FORM I-ACGR

INTEGRATED ANNUAL CORPORATE GOVERNANCE REPORT

1. Forthe year ended 31 December 2018
2. SEC Identlflcatlon Number 15 A. 3 BIR Tax ldentlﬁcatlon No 000 290 538 (}00

A Exact name of issuer as spec:lfled inits. charter ROXAS HOLDINGS INC

(SEC Use Only)

5. Metro Mamla S 6 ‘ =
' Industry ClaSSlficatl()l’l Code:

* . Province, Country or other ]Ut‘lSd]Cthn of
mcorporatlon or organlzatmn S

7..14F Net One Center 26th COT. 3rli Avenue, Bon:facno Global

City, Taguig City - : . S ' '
Address ofprmmpal offu:e o Postal Code 1634

8. (02)771- 7800 .
Issuer’s telephone number, including area code _'

9, .ha
Former name, former address and former ﬁscal year, if changed since last report

SEC Form — I-ACGR * Updated 21Dec2CG17
Page 3 of 71
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| AUDITAND RISK
E 'COMMITTEE CHARTER__



The Board of Dtrectors {Board) of Roxas Holdings, Inc. (Company) hereby ~adopts thls Charter of the
Audit and Risk Commlttee (Commlttee)

Sectionl.  PURPOSE OF THE COMMITTEE

The Committee shall assist the Board in fulfilling its oversight responsibilities on the Company’s:
a. .accounting, financial reporting, di_sc_i_osur__e processes, and E_nte_mal_contro_!s;

b, 'c'qm_pi_ianee_with legal and regulatory requirements;

¢, - overall rigk_-manag_ement system, framework, policies and profile; and

d. : internal and external auditors.

Section2. -"C_OMMITTEE STRUCTURE .

21

2.2

2.3

Composrtlon

Ca. The Comm]ttee shall con5|st of at least three (3) votlng Dlrectors wha preferably have

accounting and finance backgrounds, one (1) ofwhom must be an mdependent director and
' another wath audit experrence : : -

b, The Board shall de5|gnate one (1) member of the Commlttee as its Cha[rman who shall be an

- |ndependent dlrector

c. The Board may appomt one (1) or more persons to serve as advrsor(s) to the Committee
(Advisor). Advisors shall have the right to attend and speak at any meeting of the Commattee,
but shall have no rlght to vote in respect of any action of the Commrttee

Term. .

The Board shall appoint the members of the Committee at its annual crganizational meeting
and each me| ber shall serve upon his election until the next orgamzat[orkqi meetmg of the_
Board, unless removed or replaced by the Board, .

The Board shall take into account succession planning for the Chairman and other members of
the Committee in the appointment of independent directors. It shall also ensure that there is an
established training and succession plan that is regularly reviewed and updated.

Vacancy

Any vacancy in the Committee caused by the death, resignation, or disqualification of any
member, or by any other cause, may be filled by the Board. The member elected to fill the
vacancy shall hold office for the remainder of the term, or until his successor shall have been
duly elected and qualified.
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2.4

2.5

Qual_ifi_c_ations and Disq_ualifications_

The Chairman and the Members of the Commitiee shall possess all of the qualifications and

:have none of the disqualifications for membership in the Board as provided for in the By-Laws
“and the Revised Manual on Corporate Governance of the Company, the Corporation Code, the
Securities Regulation Code, and other relevant laws. In addition, the Chalrman orthe Member of

the Committee who is an mdependent director must . meet the mdependence criteria .under

-_'appllcable faw or. regulatlon or -as determined by the Board or the Nomlnatlon Electmn and_ :
_Governance Committee of the Company : : :

Each member shal[ be flnanCIaHy llterate The Chalrman shall have accountmg or related
financial - management expertise ‘with .a_good understandmg -of the ‘generally accepted S
' ‘accounting - pnnmples (GAAP). At least one (1) member of the Commlttee must be an audit
committee financial expert or one who, through educatlon and experlence has the followmg
:attnbutes as determlned bythe Board S I e '

-{i) an understanding of the GAAP and finaneiai statements
(i) -an -ability to assess the general . appltcation of such pl‘mCIpleS in connectlon w1th_

“the accounting for estimates, accruals and reserves;
(ifi) experience in preparing or auditing or re\newmg or ana]yzmg financial statements that
: " present.a breadth and level of complemty of .accounting issues that are generally
comparable to the breadth and level of ‘complexity of issues that can reasonably be
‘expected to be raised by the Company's financial statements or experlence in acttve[y
 supervising one or more persons engaged in such activities; '
(|v) an understandlng of ‘internal .controls and procedures for f“nandal reportmg,and
{(v) an understandmg of audlt commlttee functlons ' :

The person w:th the accounting or related financial management expertlse and the audit
committee flnanaal expert may be one and the same person. B

The Committee members shall have a practical understanding of the busmess of the Company
ot should have a previous busmess expenence -

Training and Education

The members of the Committee shall attend seminars on corporate governance conducted by

duly recognized private or government entities,

Section 3. POWERS, DUTIES AND RESPONSIBILITIES OF THE COMMITTEE

31

The Committee, in carrying out its responsibilities, believes its policies and procedures should
remain flexible in order to best react to changing conditions and circumstances. The Committee
will take appropriate actions to monitor the overall corporate “tone” for quality financial
reporting, sound business risk practices and ethical behavior.
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3.2

The following shall be the principal powers, duties and responsibilities of the Committee. These
matters are set forth as a gurde wrth the understanding that the Committee may supplement
them as approprrate '

d.

321 Genera[

_-Develop and maintain free and open ‘means of communication among the Board the .

: Company E external and internal audrtors, chief risk officer, and management

: Perform any other activities as the Commrttee deems appropriate, or as requested by the o

_Board consrstent with this Charter the Company 5 By Laws and appErcabIe law;

:.Mamtam and update as approprrate thrs Charter wh[ch erI be publrshed on the
'Companyswebsrte and

Report regularly to the Board

3.2, 2 Wrth Respect to Frnancral Reportrng and Svstem of Internal Controls -

Assist the Board in the performance of itts oversight responsibility for the financial reporting
process, system of .internal control, audit process, and momtorrng of complrance with

__app]rcabie laws, rules and reguiatrons, i

Review the rep_orts submitted b_y the internal and external auditors; i

Review the quarterly, half-year and annual financial statements before their submission to
the Board and approprrate government and regulatory Aagencies, with partrcular focus on
the foilowrng matters S :

i.  Any change/s in accounting policies and practices;

ii. Signhificant accounting and reporting issues, including complex or unusual transactions,
related company transactions, subseguent events and major Judgmental areas, and
recent professronal and regulatorv pronouncements, and their impact dn the financial
statements; : : :

iii. ~Significant adjustments resulting from the audit;

iv. Going concern assumptions; '

v. Compliance with accounting standards;

vi. Completeness, consistency and accuracy of disclosures of material information; and

vii. Compliance with tax, legal and regulatory requirements. '

Review the management representation letter before submission to the external auditor.
The Committee shall recognize that management is responsible for the financial statements.

Review and assess, on a guarterly basis, the correspondence between the Company and
regulators regarding financial statement filings and disclosures;

3
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f. Review and discuss with management any significant deficiencies or material weaknesses in
the design ar operation of internal control over financial reporting, and any fraud, whether

'_ or not material, involving management or ather employees who have a significant role in -
the internal contro[ ‘over fmanc;a] reportlng, and take approprlate actions in a tlme[y _
manner to address the sarne, :

g Coordinate monitor and facilitate compliance. with -laws, ruies and regtjlations -and
.. communicate to the legal counsel any Intlgation claim, contingency or other s:gnlflcant tegal
issue that |mpact on the ﬁnanual statements, R : Do

~he Prowde super\nsmn to management In the formuiatlon of the rules and procedures on
fmanclal reportmg and lnternal contro[ in accordance W|th the followlng gmdelmes

i The extent of the responsibility of management in the preparation of the financial
. statements of the Company with the correspanding delineation of the respon:;lblhtles
“that pertain to the external auditor shall be clearly explained;
- ii. - An effective system of internal control that will ensure the mtegnty of the fmanual
' reports and protection of the assets of the Company for the beneflt of aIE stockholders
and other stakeholders shall be maintained; -
i, /Onthe basis of the approved audit plans, internal audit examlnatlons shali cover at the
‘minimum the evaluation of the adequacy and effectiveness of. controls that cover the
:Company’s governance, operations and information systems |nchdmg the rehablllty
~and integrity. of fmanmal and operatlonal mformatlon effectiveness and efficiency of
- .operations, protection of assets and comphance W|th contracts Iaws rules and
* regulations; and
iv. -The Company shall con5|stently comp!y with the fmancnal report:ng requnrements of
the SECUi‘ltleS and Exchange Comm:ssmn (SEC) : :

i.  Monitor and evaluate the appropriateness of the policies addressing codes of conduct for
the Board and employees as set outin the Company s Code of Conduct; '

j.  Monitor, evaluate, and discuss with _iﬁternal and. external audit the adequacy and
effectiveness of the Company’s internal control system, including the financial reporting
control and .information technology security, and any significant findings that have been
reported to management including rnanagement’s responses, and the progress of the
related correctwe action p!ans, and

k. Formulate or review antifraud programs and controls implemented by management and
discuss any identified or suspected fraud and illegal acis involving senior management and

other employees.

3,2.3  With Respect to Risk Management
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N

a. Provide oversight over management’s activities in managing credit, market, liquidity,
operational, legal and other risks of the Company. This function shall include regular receipt
from man_age_ment of information on risk exposures and risk management _activities. C

_b. Discuss the Company s major financial rlsk exposures and the steps management has taken
3to monitor and control such exposures, o :

c. Review. and CllSCUSS risk management-related reports and issues raised by management
" internal and external aud|tors legal counsel and regulators that impact the Company’s r|sk
~management framework; : :

‘d. - Discuss the risks faced by the Company and those of its subsidiarlee that may' have potential
-|mpact on the Company S operatlons, and ensure that nsk awareness culture is pervaswe
throughout the organrzatlon, : : : : -

e. ~Review Wlth senior management the Company s overall antlfraud programs and controls,

f ”:Rewew the rlsk management 1nfrastructure and . culture to ensure that the relevant_
N actrvrtles are allgned wrth the overall goals and strategres of the Company, S

g. -Review and recommend to management the Company 5 levels of risk appet|te and rrsk :
tolerance and rlsk exposure allocat|on for approvai by the Board '

“h. Re\rlew and dlscuss wrth management and the mternal audrtor and/or the external audrtor _
: and/or the chlef rlsk offlcer ' : - -

i 'the key polic_ies and processes adopted by management with respect to risk
identification, assessment and management, including risk of fraud;

ii. significant or major risk exposures, if any, and the plans or the steps taken or need to
be taken by management to monitor and control such exposures;

jii. appropriateness of Business Contmuity Plan and culture of rlsk—awareness
|mplementec| throughout the Company : - Y

i. Review the Company's risk profile on an ongoing basis and re-evaluate the likelihood of
accurrence, severlty of |mpact of risk exposures, and any mitigating measures affectmg

those risks;

j.  Ensure that the Enterprise Risk Management function of management is in place and
operating effectively to identify, assess, manitor and manage risks;

k. Appoint and evaluate the qualifications and perfarmance of the chief risk officer at least
annually;
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I.  Establish and identify the reporting line of the chief risk officer to enable him to properly
fulfill his duties and responsibilities. He shall functionally report directly to the Committee
and administratively to the Chief Executive _Officer of the Company. '

m. :Discuss with the chief. rlsk officer the Company s risk management structure nsk |ssue5 and
.mltlgatlon strategres and its overall effect[veness, '

‘n. - -Review the results of the annual risk assessment done by the chief risk officer. The
"+ assessment shall include material financial and non-financial risks that impact on the -

. _'-Company and |ts sub5|d|ar|es and.the correspondlng measures in address_mg such rlsks i

0. - Evaluate the rlsk assessment report submltted by the chief risk offacer ona quarterly ba5|s -
The report shall include existing and .emerging risks at. the Company and its submdranes,
and the related rlsk mltlgatton strategies and action plans of management ' :

3.2, 4 W|th Respect to lnternal Audrt

a, :Perform oversnght funct|ons over the Company s lnternal auditors. It shall ensure . that the
internal and external audltors act independently from each ‘other and that both auditors
. are given unrestncted access to all records, propert|es and personnel to enable them to
:perform the;r respectlve audit functlons, : - - :

b,  Review and approve the annual internal audit plan to ensure its conformity with the
objectlves of the Company. The plan shall |nclude the audlt scope, resources and budget _
necessarv tmmplement it. - : : :

c. Review the organization of the internal audit department and consider the appointment of
an mdependent mternal audltor and the terms and condltlons of hls engagement and
removal S '

d. Review and approve proposals to outsource any internal audit activities;

S e. Review and evaluate the quailftcations and performance of the internal auditor at least
annually; '

f. Review the effectiveness of internal audit function, including compliance with the
International Standards for the Professional Practice of Internal Auditing;

g. Review the reports prepared by the internal audit:team;

h. Establish and identify the reporting line of the internal auditor to enable him to properly
fulfill his duties and responsihilities. He shall functionally report directly to the Committee
and administratively to the Chief Executive Officer of the Company. It shall ensure that, in
the performance of the work of the internal auditor, he shall be free from interference by
autside parties.
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Conduct an annual review, and if deemed appropriate cause an update of the charter of
the mternal audit

3.2.5 With Respect to External Audit

.Perform oversaght functlons over the Company s external auditors. It shall ensure that the
internal and external auditors act independently from each other and that both auditors

" are given unrestricted access to all records, propert|es and personneE to enable them to
e perform their | respective audit functlons :

-Prlor to the commencement of the aud:t d;scuss W|th the external audltor the nature, scope
~and expenses of the audlt and ensure proper coordmatlon if more than one (1) audit firm is
.|nvolved in the actlvzty to secure proper coverage and mlnlmize duplicatton of efforts

. Review the reports submitted by the external auditor; -

Evaluate and determme the non- audlt work, if any, of the external auditor, and review
3per|od|caily the non-audit fees paid to the external auditor in refation to their sugnrﬁcance to

the total annual income of the external auditor and to the Company’s overall consultancy
expenses. The Committee shall disallow any non-audit work that will conflict with his duties

‘as an external auditor or may pose a threat to his independence. The nen- audit work if
'ailowed shaEi be dtsclosed in the Company s annual report :

Review and evaluate  the independence professional gualifications, competence and
performance of the external auditor at least annually, and recommend to the- Board the
appointment or discharge of the external auditor, :

Review and discuss key staffing and lead audit partner rotation plans;

Review and timely discuss with the external auditor its report on critical policies, alternative
treatments, observations on internal controls, audit adjustments independence, limitations
on the audit work set by management and other matefisl issues that would affect the audit
and financial reporting;

Discuss and resolve disagreements between management and the external auditor
regarding financial reporting; and

Obtain from the external auditor assurance that the-audit was conducted in a manner
consistent with certain procedures to be followed in any audit of financial statements
required under the applicable rules of the relevant stock exchange, the SEC and other
regulatory bodies.

The Chairman of the Committee shall issue certifications on critical compliance issues,
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3.4

35

36

3.7

3.8

The findings and recommendations of the Commlttee shall be submltted to the Board for
approval. '

The Cammittee shall have the resources and .authorities appropriate to discharge its
responsibilities, including the authority to engage external auditors for special audits, reviews

and ather procedures and to retain and obtain advice from external counsel and other experts
or consultants as it deems approprlate W|th0ut need for Board approval

._The Chairman of the Committee and/or any of its Members shaII meet separately with
. management the internal audltor and/or_ external audltor and/or chlef risk officer of the

‘Company, to discuss any matter that the Committee or any of the foregomg persons beheve
' should be dlscussed prlvately The Committee may also request -any officer, executive -or

employee of the Company or the Company’s outside counsel or the external auditor .or third
party consuitants to attend a meeting of the Commlttee or to meet with any Member, adwsor or

'consultant of the Committee.

As may be requested hy the Committee, functional specialists within the .Company shall
prowde technlcal support on subject matters relevant to the purposes of the Commsttee

The Committee shall he gmded by the Companys mission and vision in the fulflllment of its -
functions.

Section4. _COMMI_‘I_TE_E_PROC_EDU_RES _

4.1

Meetings

a. - The Committee shall hold meetings at such tlmes and places as it considers appropnate
but not less than quarteriy :

h. Meetings of the Committee shall be convened by the Chairman of the Committee as and

when he considers appropriate or upon the request of a majority of the Members of the

Committee. ,

¢. A Committee meeting shall be convened upon notice in writing at least three {3) days prior
to the meeting and specifying the place, date and time of the meeting and the matters to
be discussed at the meeting. '

d. Notwithstanding that a meeting is called by shorter notice, it shall be deemed to have been
duly convened if it is so agreed by the Members present in the meeting at which there is a
quorum. A Member may consent to short notice and may waive notice of any meeting of
the Committee and such walver may be retrospective.

e. Each Member/Advisor shall give to the Secretary of the Committee an address, an email
address, and a facsimile number for the service of notices of meetings of the Committee.
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4.2

4.3

f. Notice of a meeting of the Committee shall be deemed to be duly served upon a
Member/Advisor if it is given to him personally, or sent to him by mail or email or facsimile
transmission, to his address, email address, or facsimile number, as appropriate, given by
him to the Secretary of the Commlttee in accordance with the |mmed|ate[y precedlng
paragraph.

g The quorum for a meetlng of the Committee shail be at ieast a majonty of the Members
_ present throughoutthe meetlng - : :

~h, Resolutlons ata meetlng ofthe Committee at wh|ch thereisa .gquorum shaEI be passed by a.

srmple majonty of votes ofthe Members present at such meetlng
i. --Each Member including the Chairman ofthe Committee shall have one (1) Vote.

j- Incase of an equallty of votes, the Chairman of the Committee shall not have a second or
_castlng vote, : : . - .

k. A resolution in writing sighed by a majority of the Mempbers of the Committee shall be as
valid and effective for all purposes as a resolution of the Committee passed ata meetlng of
the Comm]ttee duly convened heid and constituted ' .

I _'Members and Advisors of the Committee may participate in a meeting of the Committee
: through teleconference or videg conference by means of whlch all persons partlcrpatlng in
‘the meetlng can hear each other : :

Escalation

If the Committee decides to take any action to which any Member objects, such Member shall
have the right, by notice in writing to the Chairman of the Committee within ten (10) days after
such meeting, to require the Committee 1o reconsider its decision in a separate meeting. If,
after such reconsideration, any Member objects to the action which the Committee has
demded to take at the second Committee meeting, then said M(ember shall be entitled, by
natice in writing to the Board (together with any relevant supportmg materials) within ten
(10) days from the date of the second Committee meeting, to require the particular matter to
be considered and finally decided by the Board at its next scheduled meeting, the. decision of
which is final and hinding. Any action proposed to be taken by the Committee which is the
subject of the foregoing procedures shall be held in abeyance, and shall be deemed for all
purposes not to have been taken, during the pendency of such procedures.

Minutes and Records
a. The Corporate Secretary or the Assistant Corporate Secretary or his designated

representative shall act as secretary for the meetings of the Committee. He shall prepare
the minutes of meetings of the Committee and keep records of the Committee.
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b. The Committee shall cause records to be kept far the following:

i appointments and resignations of the Members/Advisors;
ii. all agenda and other documents sent to the Members/Advisors; and
iii, minut_e_s of proceedings_ a_n_d me_etin_gs of the Committee.

c¢. “Any such records shall be open for mspectlon by any Member/Adwsor upon reasonable.
©‘prior notice durlng usuai ofﬁce hours of the Company '

coedl '_Minutes of any meeting of the Committee if SEgned by the Chairman o'f such meeting, orby -

the Chairman -of the next succeeding meeting, shall be concluswe ewdence of the
_proceedmgs and resolutlons ofsuch meetlng ' '

Se_cfiqn 5 REMUNERATION OF MEMBERS/ADVISORS

“Nec fees or other remuneratlon shall be payable to the Members/Adwsors of the Committee in
‘respect of their services provided in connection with the Committee or in respect of their
attendance at meetings of the Committee, save and except fees or remuneration authorized
and approved by the Board for such p'urposes In the case of a Member who is an independent
director, no fees or compensation shall be paid directly or lndlrectlv 1o such, Member or his firm
for consultancy or advisory services rendered directly by the Member or indirectly through his
“firm even if such Member is not the actual service prowder However, this prohlbltlon shall not
“apply to ordinary compensation paid to such Member or his firm in respect of any other supplier
or -other business relationship or transaction that the Board has determined to be at arm’s
length terms and immaterial for purposes of its basic Member’s independence analysis.

Section6.  PERFORMANCE EVALUATION

The Committee shall undertake an annual assessment of .its performance based, at the
minimum, on the parameters prescribed by the SEC and on other relevant regulatory issuances.
The results of the assessment shall be validated by the Company's compliance officer and
reported to the Board (Refer; to Exhibit 1: Performance Evaluation Rating for the rating scales).

The Committee shall formulate a feedback mechanism to receive comments from management,
internal and external auditars, chief risk officer, and general counsel, to facilitate dialogue
within the organization about possible ways to improve its performance.

Based on its self-assessment and the comments received, the Committee shall formulate and
implement plans to improve its performance. These shall include the identification of relevant
training needs intended to keep the members up-to-date with corporate governance best
practices, accounting and auditing standards, as well as specific areas of concern.

The entire assessment process shall be documented and shall form part of the records of the
Company that may be examined by the SEC from time to time.

10
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Section 7. EXTERNAL AUDITOR

7.1

7.2

7.3

7.4

7.5

7.6

7.7

Section 8. INTERNAL AUDITOR

81

8.2

After consultations with the Committee, the Board shall recommend to the stockholders an

.external auditor duly accredited by the SEC who shall undertake an independent audit of the

Company and shall provide an objective assurance on the manner by which the frnancrai
statements shall he prepared and presented to the stockholders :

--The externa] audltor shaEI not at the same time prowde :nternaE audtt services to the Company

“Non- audrt work may be given to the. external auditor, prowded it-does not conflict with his -
__dutres as an mdependent auditor, or does not pose a threat to hIS mdependence o

The external audltor shall be rotated or changed every five (5) years or earher or the 5|gn|ng

‘partner.of the external audltang flrm a55|gned to the Company, shall .be changed with the same

frequency

If the extemal auditor resigns, is dismissed or ceases to perform his services, the reason/s for,

and the date of effectivity of, such ac:tlon shall be reported in the Company’s annual and current
reports. The repart shall include a discussion of any dlsagreement between him and the
Company on accounting prmcnples ar practices, financial disclosures of audit procedures which
the former auditor and the Company failed to resclve satisfactorily. A preliminary copy of the

said report shall be grven by the Company to the extemal auditor before |ts submrssaon o

If the external audrtor believes that any statement made in an annual report |nformatlon
statement or any report filed with the SEC or any regulatory body during the period of his
engagement is incorrect or mcomp!ete he shall give hrs comments or views on the matter in the
said reports. : : :

The external auditor shall report directly to the Committee. The Committee has the direct
responsibility for the setting of compensation of the external auditor.

HE

The Company shall have in place an independent internal audit function which shall be
performed by an internal auditor or a group of internal auditors through which the Board,
management and stockholders shall be provided with reasonable assurance that its key
organizational and procedural controls are effective, appropriate and faithfully complied with.

The internal auditor shall submit to the Committee and the management an annual report-on
the internal audit department’s activities, responsibilities and performance relative to the audit
plans and strategies as approved by the Committee. The annual report shall include significant
risk exposures, control issues and such other matters as may be needed or requested by the
Board and management. The internal auditor shall certify that he conducts his activities in
accordance with the International Standards on the Professional Practice of Internal Auditing. f

11
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8.3

9.1

2.2

9.3

9.4

he does not, he shall disclose to the Board and management the reasons why he has not fully
complied W|th the sa:d standards.

* The internal auditor shall attend all Commlttee meetmgs except when Justlﬁable causes prevent

him from domg SO.

Section 9. 'ce;ss RISK OFFICER

. The chief risk officer shall help the Committee identify various risks and exposures of the
.. Company through periodic assessment and implementation of risk mitigation strategies and . . . .

_controls. He shall discuss with the Commlttee the risk management structure rlsk issues. and

. m|t|gatlon strategles and |ts overall effectlveness : : : SR

. .The chief risk offlcer shaII perform an annual rlsk assessment and present the results thereof to
the Committee. The assessment shall include matertal financial_and non-financial risks that
- impact on the Company and its subSIdianes and the correspondlng measures in addressmg such :
. risks. '

:The chief risk officer shall submit to the Committee on a quarterly basis, a risk assessment

report which shall include existing and emerging risks at the Company and its subS|d|arles and
the related risk mltlgat|0n strategles and action plans of management ' '

The chief nsk officer shall attend aII Commlttee meetmgs except when Justlflable causes
prevent hrm from dolngso : L L

Section10. = AMENDMENT

Section10.  EFFECTIVITY

The Committee shall periodically review and reassess the adequacy of this Charter and
recommend any proposed changes to the Board. This Charter shall not be amended, altered or
varied unless such amendment, alteration or variation shall have been approved by a resolution
of the Board. '

This Charter shall take effect upon approval by the Board,

E2 2

12
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Exhibit 1: Performance Evaluation Rating

Rating : " Description .
' (As to compliance with the Audit and Risk Committee Charter)
2 ' ' Poor . - e
34 _ I ' Satisfactory .
‘56 i ' ©Very Satisfactory
: 78 1 B " Qutstanding "~
- 9-10 : R ' . Excellent

13
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Internal Audit Charter

[. Introduction
This Charter aims to formally define the purpose, authority and responsibility of the
Internal Audit activity that is consistent with the Intemational Standards for the
Professional - Practice of Internal Audrtrng (iSPP!A), and approved by the Senior
Management‘and the Board SR o

Il Purpose of Internal Auditmg

_The Intemal Audrt functaon was establlshed to. provrde an mdependent ob]ectwe
_ assurance and consultmg activity . ‘designed to add value -and improve an
Torganrzat:ons ‘operations. "It is ‘expected to help the organization accomplrsh its . -
objectives by bringing a systematic, disciplined approach to evaluate and i 1mprove the
effectiveness of risk management control and governance processes

Assurance services mvolve the rntemal audrtors objec‘nVe assessment of evrdence to
provide an independent opinion or conclusions regarding a process, system or other -
subject matter. ‘The nature and scope of the assurance engagement are determined by
the ‘Internal Audrtor in-close coordination with members of management. . There are
generally three parties involved. :with. the process, (1) the person or - group directly
involved with the process, system, or subject matter — the process owner, (2) the
person or group making the assessment — the internal Audltor and (3) the person or
group usmg the assessment ——the user. : _ '

Consultmg servrces are advrsory in nature and are generally performed at the specific
request of an engagement client (may be line or senior management). The nature and
scope ‘of the consultmg engagement are subject to agreement with the engagement
client, Consulting services generally involve two parties: (1) the person or group offering
the advice —~ the Internal Auditor, and (2} the person or group seeking and receiving the
advice — the engagement client. When performing consulting services, the Internal
Auditor should mamtam objectl\nty and not assume operational nor management
responsrbllrty ' :

The Internal Audit Group renders consulting services by serving on task forces to
analyze operations and controls built into the systems, and make recommendations.

The Internal Audit Group supplies management at all levels with information to control
the operations.-for which they are responsible. This objective shall be accomplished
through the conduct of independent examination and evaluation of the adequacy and
effectiveness of the systems of risk management, internal control, and governance
processes established by the company to direct operations toward the accomplishment
of objectives in accordance with its policies and plans. To this end, the auditing function
is expected to furnish members of the organization with analyses, appraisals,
recommendations, counsel, and information concerning the activities reviewed and by
promoting effective control at reasonable cost.

Page 2
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lll. Authority

In carrying out their function, the Chief Audit Executive (CAE) have full and free access
to the President and CEQ of the company and to the Audit Committee as assigned by
the Board of Directors. - The CAE is authorized to have full and complete access to all
the organization’s functions, records (either manual or electronic), physical properties
but with equivalent accountability for safekeeping and confidentiality. Documents and
information given to the CAE during a periodic review. will be handled in the same
prudent manner as by those employees normally accountable for them. The CAE shall
not use confidential information for any personal gain or in a manner, wh|ch would be
detnmental to the welfare of the company. : : _

' The CAE is authorlzed to delegate dutles allocate resources select eubjects determine

- scope of works and select required technigues to accomplish objectives. ‘At the same
“time the CAE is also authorized to obtain necessary assistance of personnelin audited_ g

. 'umts and other epecralrzed servrces wr(hln or outsrde the organ:zanon
Organlzatlon refers to the group of companles under the umbrella of Roxas Holdlngs
Inc. (F{HI) ' .
V. Be_sponsilqi_lities :

The CAE and his/her Internal ‘Auditors shall have no direct responsibilities or any
authority .over any of the activities or operations that they review. -The internal audit

work of reviewing, reporting, and appraising estabiished policies, plans, and .

procedures do not m any way relieve operat:ons personnel of responsibilities

assigned to them. = The Internal -Audit function should not develop and install - '

procedures, prepare records, or engage |n any other actlvrty, which would normat]y be
revrewed by the funotlon :

However, the Internal Audit function shall further the company’s interest with comments
and recommendations on Jloss-of-profit opporiunities through non-compliance with
authorized policies and practices, uneconomical use of resources, or inefficient methods
of operations; protection of the company’s assets from loss; investigation of suspected
fraudulent activities; or for extensions, modifications, or additions to established policies,
procedures and practices. The Internal Audit function shall also bring to the attention of
senior management significant deficiencies noted in the existing policies and
procedures. ' o '

Recommendations on standards of control to apply to a specific activity may be included
in the written report of audit comments and recommendations, which is given 1o
operating management for review and implementation and/or for advising the
appropriate level of management of the risk it is accepting for non-implementation of the
recommendations.

Internal Audit shall develop an Annual Audit Plan and present that plan to the Audit
Committee for approval. 1t shall likewise submit to the Audit Committee and senior
management an Annual Report on internal audit's agtivities and performance relative to
the audit plan.

e
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Noted control deficiencies shali be monitored by Internal Audit until action plan is
completed &s agreed in the Internal Audit report or as agreed with stakeholders if a more
effective action plan becomes available.

V. Organizati_ona[ Independence

The Internal Audit Group is under the office of the Audit Committee of the Board, which
defines its responsibilities. - The Chief Audit Executive shall functionally. report to the
‘Chairman of the Audit Committee and shall report to the Premdent and CEO for
admlnistratlve purposes _ '

-The results of the reviews. made by the audltors the ‘opinion which they form, and the
" ‘recommendations which they make shall be communicated through a written report that
‘shall -be prepared.and issued by the ‘auditor subject to validation by Chief Audit
Executive. - The report shall include the action plans and commitment date to complete
such actlon p[ans that will address the noted coritrol deficiencies. - The report shall-be
issued to the head of each operation reviewed or to the process owners with- copies sent.
’[o other approprlate management personne! : :

The members of the -Audit Committee shal] be given copies of the individual reports
which will ‘then be summarized and discussed during quarterly ‘Audit Committee
Meetings. The quarterly report will include significant audit findings indicating the major
concerns raised, the recommendations provided, and the plan of action to be taken, or
taken by the audltee ' o _ _

Vi. Professmnal Standards .
The Internal Audit staff shall follow the Code of Ethics of the Institute of Internal Auditors

and shall comply with the International Standards for the Professional Practice of
Internal Auditing.

Page 4
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ENTERPRISE RISK MANAGEMENT

The Board of Directors is tasked to oversee the risk management system of the Company through
the Audit Committee, until such time as the Board sees the necessity to create a separ. ate Board Risk
Oversxght Committee undel its Manual of Corporate Governance

Information on the Company's Risk Management system is reported on the Annual Corporate
Governance Report submitted  to the Phlhppme Securltles and Exchange Commlsswn and the
'_Phlllpplne Stock Exchange ' : :

Rlsks Relatmg to the Basmess '

Non-avallabtllty or any dlsruptmn in the supply of raw matel 1als may materlally dlsrupt the
' '-_Company s operatlons : . :

The Company sources its sugar cane and other relevant raw materials requlrements prlmarlly from
planters in Batangas and Negros Occidental. Volume and quality are among the main considerations
in the sources of such products. The risk of supply shortage, however _poses a threat to the
contmulty of the business operatlons of the Company .

For its ‘moethanol busmess on the other hand, the. Company sources its molasses reqmrements
from CACI and other planters and traders in Negros Occidental. Based on the Biofuels Act of 2006,
such feedstock may only be procured from locally-produced sources. The supply of locally-
produced molasses however may not be enough to meet the demands of the market The rtsk of .
shortage posesa rlsk to the Company s, bloethanol operatlons : : L

To mltlgate this l’ISk, the Company ensures that it maintains good relatlonshlp with planters and
traders. At the same time, the Company has adopted an aggressive strategy in Sourcing cane and
molasses, to ensure 1ndependence from any partlcular source of raw materials. '

Cychcahty in the supply of raw materials may adversely affect or materlally dlsrupt the
Company s operations. . _

The milling season for sugar cane in Nasugbu, Batangas runs from December until May, while the
milling season in Negros Occidental runs from September until March each year. Any material
adverse change in the-crop yield, availability of raw materials, and /or disruption in the milling and
refining operations of the Company may pose a risk in its financial and business prospects. To
address this risk, the Company ensures, to the extent possible, the consistency and timeliness of the
supply of raw materials. The Company also implements cost reduction programs, such as but not
limited to reducing plant downtime, lower fuel cost by using cheaper alternative sources, and
improving plant facilities to enable eff1c1ent plant utlhzatlon

Natural or other catastrophes, including severe weather conditions may materially disrupt
the Company's operations,

The country has experienced a number of major natural catastrophes over the years, including
typhoons, floods, volcanic eruptions, landslides, and earthquakes that may materially disrupt and
adversely affect the Company's business operations, Moreover, weather and climate conditions,
including its inherent volatility and the occurrence of extreme weather events due to global climate
change, impacts the performance and management of the Company's operations and prospects.



The Company's expanswn plans and capital expenditure outlays may notr esult profitably or
achieve the expected benefits. '

The strategic initiatives of the Company may include the expansion of its sugar milling and
bioethanol facilities, development of a co-generation facility, or acquiring assets or businesses.
These types of projects require substantial capital expenditures. There can be no assurance
however. that such projects will be completed on time and at the estimated cost, or at all. In
addltion, new projects involves a number of other risks, such as the diversion of the Companys
"attention from the existing business to integrating with the new project, possible adverse effects on
the results of operatlons during the integration process, inability to achieve the intended objectives
~.-of  the . expansion -or new. pro;ect and the potentlal unknown hablhties assoc1ated -with. the
: 'expansmn or new pro;ect : - - '

To address this rlsk the Company seeks to adopt a busmess strategy that mcorporates a
conservative -approach as to budget allocation and, at the same time, seeking competent and -
efflc1ent contractm s that can fmish the prolects on time and at the most reasona‘ole cost. :

The Company operates ina competltlve market

The market in whlch the Company operates is hlghiy competltive and is served by a variety of
established  companies. Aside from domestic competition, the Philippines has historically had
periods wherein there were significant imports of sugar from foreign-based producers. Another
imminent risk is the gradual tariff reduction on imported sugar, which will go down to only 5%.
This exposes the sugar industry as a whole to global competition. These, as a result, may cause the
Company to lose market share, lower reyenues, reduce its profit margms and adversely affect its
operations and prospects

To address this risk, the Company seeks to expand its business domestically and also strengthen its
competitive position to adapt to the full implementation of the tariff reduction. It is the only sugar
company that operates a refinery closest to Metro Manila and boasts of complementary production
bases in Batangas and Negros Occidental which enable the Group to reach out to a wider network of
customers al} over the country and retain its tap industrial clients despite stiff competition. :

Contmued compliance with environmental laws and regulatlons may adversely affect the
results of eperations and fmancial condition of the Company. - : o

The Company's operations and products are subject to environmental laws, regulations and
standards set forth by the government and various regulatory agencies, such as but not limited to,
the SRA and the DOE, which may introduce new rules and policies or implement changes in the
enforcement of existing laws and regulations, which in turn, could directly affect the 23 operations
and profitability of the Company. These regulations empower such government authorities to
impose penalties on non-compliant companies, including the standard monetary fines and
penalties. There can be no assurance that the Company will at all times be in full compliance with
the laws and regulations in respect of environmenta! protection. In addition, the promulgation of
any new environmental laws or regulations which require the Company to acquire equipment or
incur additional capital expenditure would inevitably increase costs and affect its profitability and
prospects. Continued compliance, on the other hand, also entails additional costs for the Company.




To mitigate this risk, the Company adopts a strong compliance culture and maintains good
relationship with key regulatory agencies and local government agencies.

The Company's business could be harmed by strikes or work stoppages by its employees.

If a strike or work stoppage were to occur in connection with negotiations of the Company's
significant collective bargaining agreements, or as a result of disputes under its collective
bargaining agreements with labor unions, the Company’s busmess f1nanc1al condition and results
of opel ations cou!d be materlally and adversely affected '

To mit;gate thls rlsk the Company seeks to mamtam a good relatlonshap with its empioyees
The Company may face ﬁnanaal rlsks w1th 1ts mvestments

The Company and its subsuilarles are exposed toa. varlety of ﬁnan(:lal risks in relatlon to f1nanc1al
instruments that it holds under its investment portfolio. The Company’s risk management is
coordinated with its Board of Directors.and focuses on actively securing the Company’s short-to-
medium term cash flows by minimizing the exposure to financial markets, The Company does not
actively engage in the trading of financial assets for speculative purposes nor does it write options.
The Company S fmancml investments are. largely in the form of short—term time depOSItS

The Company s reputation w1]l he adver sely affected 1f its products do not meet customels
reqmrements :

If any of the Company’s customers or clients experience significant delays in supply, quallty control
issues or otherwise, this could have a negative effect on the Company’s reputation and make it more
difficult to attract new customers and clients. The Company cannot provide any assurance that such
events will not occur in a manner that would adversely affect its. results of operatlons ar financial
condltlon : S

To address this risk, the Company’s overall business strategy is geared to deliver on time and with
top quality its products to its cllents The Company aiso maintains a good feedback mechamsm with
its clients.

The Company’s existing indebtedness could adversely affect its financial health and ability to
withstand-adverse developments and prevent the Company from declaring dividends.

The Company has a significant amount of indebtedness and substantial debt service obligations.

The Company's substantial indebtedness could have important consequences. For example, it may,
among other things:
- require the Company to dedicate a substantial portion of its operating cash flow to making
periodic principal and interest payments on indebtedness, thereby limiting the Company's
ability to take advantage of business opportunities and placing the Company at a
competitive disadvantage compared to competitors that have less debt;

- make it more difficult for the Company to satisfy its obligations with respect to
indebtedness;



- restrict the Company's ability to declare dividends;
- require the Company to agree to additional financial covenants; and

- restrict the Company’s ability to incur additional capital expendztures, except in pursuance
“of its sugal expanswn and ethanol prO]ect

Any of the above listed factors could materially and adversely affect the Companys results of
operations flnanc1al condltlon, and cash ﬂow :

In order.to mltlgate this risk, the ._Company takes a prudent approach in its debt and capital
structure. Moreover, it maintains a good relationship with various banks. - .
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Pursuant to the requirement of the Securities and Exchénge Gorﬁrhission, this Annual Corpo'rat'e

Governance Report is signed on behalf of the registrant by thefundersigned, thereunto duly
authorized, in the City of , Philippines on of May 2019.

SIGNATURES

~OSCARJ.HILADO . DAVID L.BALANGUE*
Independent Director : _ ' : independen_t_Dire(_:tor_

Deputy Compliance Officer

*Deceased
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NAME GOVT, ID DATE OF ISSUE
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October 10, 2014

Pedro E. Roxas Passport No. EC2368933
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SUBSCRIBED AND SWORN to before me this_____ day of May 2019, affiants exhlbltmg toime

Hubert D.Tubio  Driver’s License No. FO1-79-009434

Oscar]Hllado A --TINNO.123-535_-799 :

Ma Hazel L. Rabara Retardo TIN No. 214- 216 562
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