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2. Definition of Terms 

The following terms are used in this Manual with the respective meanings ascribed to 

such terms below, unless the context otherwise requires: 

Articles of Incorporation 

Board 

Board of Directors 

By-Laws 

CEO 

Chairman 

Code 

Commission 

Company 

Conglomerate 

Corporate Governance 

- means the Articles of Incorporation of the Company 

and all amendments thereto ; 

-the Board of Directors of the Company 

- the governing body elected by the stockholders that 

exercises the corporate powers of the Company, 

conducts all its business and controls its properties; 

- means By-Laws of the Company and all amendments 

thereto; 

-means the Chief Executive Officer of the Company; 

- means the Chairman of the Board of the Company 

- means the Code of Corporate Governance for Publicly 

Listed Companies embodied in SEC Memorandum 

Circular o. 19 Series of2016 

- means the Philippine Securities and Exchange 

Commission 

- means Basic Energy Corporation 

- a group of corporations that has diversified business 

activities in varied industries, whereby the operations of 

such business are controlled and managed by a parent 

corporate entity 

-the system of stewardship and control to guide 

organizations m fulfilling their long-term economic, 

moral. legal and social obligations towards their 

stakeholders. It is a system of direction, feedback and 

control using regulations, performance standards and 

ethical guidelines to hold the Board and senior 
management accountable for ensuring ethical behavior

reconci ling long-tern customer satisfaction with 

shareholder value - to the benefit of all stakeholders 

and society. 



Corporation Code 

Director 

Executive Director 

Exchange 

Its purpose is to maximize the organization's long-term 

success, creating sustainable value for its shareholders, 

stakeholders and the nation. 

- means Batas Pambansa Blg. 68 otherwise known as 

the Corporation Code of the Philippines; 

- means a duly elected member of the Board of 

Directors; 

-a director who has executive responsibility of day-to 

day operations of a part or the whole of the 

organization. 

- means the Philippine Stock Exchange; 

Enterprise Risk Management - a process. effected by an entity 's Board of Directors, 

management and other personnel, applied in strategy 

setting and across the enterprise that is designed to 

identify potential events that may affect the entity, 

manage risks to be within its risks appetite, and provide 

reasonable assurance regarding the achievement of 

entity objectives. 

Independent Director 

Internal Control 

Management 

Non-Executive Director 

- a person who is independent of management and the 

controll ing shareholder, and is free from any business or 

other relationship which could, or could reasonably be 

perceived to, materially interfere with his exercise of 

independent judgment m carrying out his 

responsibilities as a director. 

- a process designed and effected by the board of 

directors, senior m::inagement, and all levels of 

personnel to provide reasonable assurance on the 

achievement of objectives through efficient and 

effectiYC operations; reliable, complete and timely 

financial and management information; and compliance 

with applicable law, regulat ions, and the organization's 

policies and procedures. 

- a group of executives given authority by the Board of 

Directors to implement the policies it has laid down in 

the conduct of the business of the Company; 

- a director who has no executive responsibility and 

does not perform any work related to the operations of 

·ch Company 



Officers 

Related Party 

-means the officers of the Company with the rank of 

Assistant Vice-President and above; 

- shall cover the Company's subsidiaries, as well as 

affiliates and any party (including their subsidiaries, 
aililiates and special purpose entities), that the company 
exerts di rect or indirect control over or that exerts direct 

or indirect control over the company; the company's 
directors, officers; shareholders and related interests 
(DOSRI), and their close family members, as well as 

corresponding persons in affiliated companies. This 
shall also include such other person or juridical entity 

whose interest may pose a potential conflict with the 
interest of the company. 

Related Party Transactions - a transfer of resources, services or obligations between 
a reponing entity and a related party, regardless of 
whether a price is charged. It should be interpreted 
oroadly to include not only transactions that are entered 

into v .. i th related parties, but also outstanding 

transactions that are entered into with an unrelated party 
that subsequently becomes a related party. 

SEC -- means the Phililpine Securities and Exchange 
Commission 

Securities Code 

Stakeholders 

- means Republic Act No. 8799 otherwise known as the 
Securities Regulation Code and its implementing rules 
and regulations; and 

- any individual, organizations or society at large who 
can either affect and/or affected by the company's 

strategies. policies, business decisions and operations, 
;n general. This includes, among others, customers, 
creditors. employees, suppliers, investors, as well as the 
government and community in which it operates. 
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A. THE GOVERNANCE RESPONSIBILITIES OF THE BOARD 

1. ESTABLISHING A COMPETENT BOARD 

The Board shall ensure the establishment of a competent, working board which shall 

foster the long-term viability and sustained growth of the Company, in a manner consistent 

with its corporate objectives and the best interests of its shareholders and other stakeholders. 

Towards this end, the Board shall be guided by the following policies: 

a. The Board shall be composed of directors with a collective working knowledge, 

experience or expertise that is relevant to the Company' s business. The Board shall ensure 

that it has an appropriate mix of competence. experience and expertise and that its members 

remain qualified for their position individually and collectively, to enable the Board to fulfil 

its roles and responsibilities and respond to the needs uf the organization based on the 

evolving business environment and strategic direction of the Company. 

b. The Board shall be composed of a majority of non-executive directors who can 

effectively participate and render an objecti ve and independent judgment on matters 

submitted to the Board and on the business affairs of the Company and thus promote proper 

checks and balances between the Board and Management. 

c. The Board shall support the training of directors, including an orientation program 

for first-time directors and relevant annual continuing training for all directors. 

d. The Board shall adopt and implement a pol icy on board diversity to achieve 

optimal decision-making. Diversity shall include age, gender, skills, competence, knowledge, 
expertise and experience. 

e. The Board shall ensure that the nominees for directors possess all the qualifications 

and none of the disqualifications of dir~ctors. as fo llows: 

1) Qualifications of Directors: 

( i ) Owner of at leas. one ( 1) share of stock of the Company standing in his 
name on the books of the Company: 

( ii) At least a college graduate or, in the absence of such college degree or 

formal education, with sufficient experience in managing a business; 

(iii) At least twenty-one (21) years old; 

(iv) Shall have been proven to possess integrity and probity; and 

(v) Shall be assiduous. 



2). Disqualifications of Directors 

(i) Permanent Disqualifications 

The following shall be grounds for the permanent disqualifications of a 

director: 

(a) Any persons convicted by final judgment or order by a 

competent judicial or administrative body of any crime that (a) involves the 

purchase or sale of securities. as defined in the Securities Regulation Code; (b) 

arises out of a person's conduct as an underwriter, broker, dealer, investment 

adviser, principal, distributor, mutual fund dealer, futures, commission 

merchant, commodity trading advisor, or floor broker; or (c) arises out of his 

fiduciary relationship with a bank, quasi-bank, trust company, investment 

houses or as an affi liated person of any of them; 

(b) Any person who. by reason of misconduct, after hearing, is 

permanently enjoined by a final judgment or order of the Commission or any 

court or administrative bod)' of competent jurisdiction from: (a) acting as 

underwriter, broker, dealer. investment adviser, principal distributor, mutual 

fund dealer, futures commission merchant, commodity trading advisor, or 

floor broker; (b) acting as director or officer of a bank, quasi-bank, trust 

company, investment house. or investment company; (c) engaging in or 

continuing any conduct or practice in any of the capacities mentioned in sub

paragraphs (a) and (b) above, or wilfully violating laws of that govern 

securities and banking activities. 

The disqualifications shall also apply if such person is currently the 

subject of an order of the Commission or any court or administrative body 

denying, revoking or suspending any registration, license or permit issued to 

him under the Compan1 Code. Securities Regulation Code or any other law 

administered by the Commission or Bangko Sentral ng Pilipinas (BSP), or 

otherwise been restrained to engage in any activity involving securities and 

banking; or such person is currently the subject of an effective order of a self

regulatory organization suspending or expelling him from membership, 

participation or associat10n with a member or participant of the organization. 

(c) Any person convicted by final judgment or order by a court or 

competent administrative body of an offense involving moral turpitude, fraud, 

embezzlement, theft. e-.,tafa. ~l umerfeiting, misappropriation, forgery, bribery, 

false affirmation, perjury or other fraudulent acts; 

(d) Any person who has been adjudged by final judgment or order 

of the Commission. court or ~ompetent administrative body to have wilfully 

violated, or wilfull y aided. abetted, counselled, induced or procured the 

violation of any prm ision of the Company Code, Securities Regulation Code 



or any other law administered by the Commission or BSP, or any of its rule, 

regulation or order; 

(e) Any person earlier elected as independent director who 

becomes an officer, employee or consultant of the same Company; 

(f) Any person judicially declared as insolvent; 

(g) Any person found guilty by final judgment or order of a foreign 

court or equivalent financial regulatory authority of acts, violations or 

misconduct similar to any of the acts, violations or misconduct enumerated in 

sub-paragraphs (a) w (e) above; 

(h) Conviction by final j udgment of an offense punishable by 

imprisonment for more than six (6) years, or violation of the Company Code 

committed within five (5; years prior to the date of his election or 

appointment. 

(ii) Temporary Disqualifications of a Director 

The Board may provide for the temporary disqualification of a director for any 

of the following reasons: 

(a) Refusal ~o comply 'Nith the disclosure requirements of the 

Securities Regulation Code and its implementing rules and regulations. The 

disqualifi cations shall be in eftect as long as the refusal persists. 

(b) Absence in more than fifty (50) percent of all regular and 

special meetings of the Board during his incumbency, or any twelve (12) 

months period during the said incumbency, unless the absence is due to 

illness, death in the immediate fan1ily or serious accident. The 

disqualifications shall apply for purposes of the succeeding election. 

(c) Dismissal or termination for cause as director of any company 

covered by the Code. The disqualification shall be in effect until he has 

cleared himself from an_y involvement in the cause that gave ri se to his 

dismissal or terminatior .. 

(d) If the beneficial equity ownership of an independent director is 

the Company or its subsidiaries and affiliates exceeds two percent of its 

subscribed capital stock. The disqualification shall be lifted if the limit is later 

complied with. 

(e) If any of the judgments or orders cited 111 the grounds for 

permanent disqualifications has not become fi nal. 

A temporarily disqualified director shall , within sixty (60) business 

days from such disqualification. take the appropriate action to remedy or 
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correct the disqualification. If he fail s or refuses to do so fo r unjustified 

reasons, the di squalificat ions shall become permanent. 

f. The Board shall be assisted in its duties by a Corporate Secretary who shall be a 

separate individual from the Compliance Officer. The Corporate Secretary shall not be a 

member of the Board of Directors and sha ll annually attend a training on corporate 

governance. 

The Corporate Secretar} is primarily responsible to the Company and its 

shareholders, and not to the Chairman or Prcsiaent of the Company and has, among others, 

the fo llowing duties and responsibi11lies. 

I ) Assists the Board and the Board Committees in the conduct of their meeting 

including preparing an annual schedule of Board and committee meetings and 

the annual board calendar; and a sisting the chairs of the Board and its 

committees to set agenda!:> fo r those meetings; 

2) Safe keeps and preset\ e the integrity of the minutes of the meetings of the 

Board and its committee~. as wdl as other official records of the Company; 

3) Keep abreast on relev[lnt la\\· . regulations, all governance issuances, relevant 

industry developments and operations of the Company, and advises the Board 

and the Chairman on all rele\ant issues as they arise; 

4) Works fairly and objecti\ el} '\ ith the Board. Management and stockholders 

and contributes to the :10\\ of information between the Board and Management, 

the Board and its comm1ltees. and the Board and its stakeholders, including 

shareholders; 

5) Advises on the establi::>hmem of Board Committees and their terms of 

reference; 

6) Inform the members of the Board, in accordance with the By-laws, of the 

agenda of their meetings at least five working days in advance, and ensures 

that the members ha\\. bdorc rnem accurate information that will enable them 

to arrive at intelligent decision::> on matters that require their approval; 

7) Attend all Board meetings, e>.cept when justifiable causes, such as illness, 

death in the immediate famil) and serious accidents, prevent him from doing 

so; 

8) Performs required administrati\e functions; 

9) Oversees the draftinh- of the articles and by-laws of the Company, and its 

amendments, and ensure<:> ,hat the) conform with regulatory requirements; and 
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10) Performs such other duties and responsibilities as may be prescribed by the 

SEC. 

g. The Board shall be assisted in its duties by a Compl iance Officer, who shall have a 

rank of at least Assistant Vice President, consistent with the size, resources and net worth of 

the Company, with adequate stature and authority in the Company. The Compliance Officer 

shall not be a member of the Board of Directors and shall annually attend a training on 

corporate governance. 

The Compliance Officer is am mber of the Company's management team in charge 

of the compliance function. Similar to the Corporate Secretary, he/she is primarily liable to 

the Company and its shareholders, and not to the Chairman or President of the Company. 

The Compliance Officer shall perform the following duties and responsibilities: 

1) Ensures proper, on-boarding of new directors (i.e., orientation on the Company's 

business, charter, articles of incorporation and b; -laws, among othersO; 

2) Monitors, reviews, evaluates and ensures the compliance by the Company, its 

officers and directors with the relevant laws, the Code, rules and regulations and all 

governance issuances of regulatory agencies: 

3) Reports the matter to the Board if violations are found and recommends the 
imposition of appropriate di sciplinary action; 

4) Ensures the integrity and accuracy of all documentary submissions to regulators; 

5) Appears before the SEC v. hen summoned in re lation to compliance with the Code; 

6) Collaborates with other departments to properly address compliance issues, whjch 

may be subject to investigation; 

7) Identifies possible areas of w mpliance issues and works towards the resolution of 
the same; 

8) Ensures the attendance of board members and key officers to relevant trainings; 

and 

9) Performs such other duties and responsibi lities as may be prescribed by SEC. 

The appointment of the Compliance Officer shall be disclosed to the Commission on 

SEC Form 17-C. All correspondence relative to his functions as such shall be 
addressed to the Compliance Officer. 
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2. ESTABLISHING CLEAR ROLES AND RESPSONSIBILITIES OF THE 
BOARD 

The fiduciary roles, responsibilities and accountabilities of the Board as provided 

under the Code, the Company's By-laws, and other applicable laws, rules and regulations 
shall be clearly made known to all di recLors as well as to shareholders and other stakeholders, 
to wit: 

a. The Board members shall act on a fully informed basis, in good fai th, with due 
diligence and care, and in the best interest of the Company and all shareholders, 

and not only those of the controlling group of shareholders. 

b. The Board shall oversee the development of and approve the Company's business 
objectives and strategy, and monitor their implementation, in order to sustain the 
Company's long-term viability and continued growth. 

c. The Board shall be headed by a competent and qualified Chairperson. 

The roles and responsibilities of the Chairman include, among others, the 
following: 

1) Makes certain that the meeting agenda focuses on strategic matters, including 
the overall risk appetite of the Company, considering the developments in the 

business and regulator: env ironments, key governance concerns, and 
contentious issues that ,,·ill ignificantly affect operations; 

2) Guarantees that the Board recei\ es accu1·ate, timely, relevant, insightfu l, 

concise and clear information to enable it to make sound decisions; 

3) Facilitates discussions on key issues by fostering an environment conducive 
for constructive discussions and leveraging on the skills and expertise of 
individual directors; 

4) Ensures that the Board sufficiently challenges and 111qu1res on reports 
submitted and representations made by Management; 

5) Assures the availabil ity of proper orientation for the first-time directors and 
continuing training opportunities for all directors; and 

6) Makes sure that performa11ce of the Board is evaluated at least once a year and 
discussed/and followed up on. 

d. The Board shall adopt an effectiw succession planning program for directors and 
key officers to ensure the long-term grov.th and a continued stability of the Company. 
The Board shall adopt a po11cy on rd irement age for directors and key officers as part 
of management succession and to promote dynamism in the Company. 
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e. The Board shall align the remuneration of key o -licers with the long-term interests 

of the Company. It shall adopt a policy specifying the relationship between 

remuneration and performance. 

f. The Board shall ensure that a group-wide policy and system governing related party 

transactions (RPTs) and other unusual or infrequently occurring transactions, 

particularly those which pass certain thresholds of materiality shall be set up by 

Management. The pol icy shall include the appropriate review and approval of 

material or significant RPTs to ensure fairness and transparency of the transactions. 

The policy shall encompass all entities within the group, taking into account their 

size, structure, risk profile and complexity of operations. 

g. The Board shall be primaril; responsible for approving the selection and assessing 

performance of Management Jed bj the President and Chief Executive Officer (CEO), 

and the control functions led b) tht department heads. In line therewith, the Board 

shall establish an effective performance management framework that will ensure that 

the performance of Management. led by the President and CEO, is at par with the 

standards set by the Board. 

h. The Board shall ensure that an appropriate internal control system is in place, 

including setting up a mechanism for monitoring and managing potential conflicts of 

interest of Management, Boara m~mbers. and shareholders. The Internal Audit 

Charter and Manual shall be appro\'ed by the Board. 

i. The Board shall ensure that a sound ent rprise risk management (ERM) framework 

is in place to effectively identif;. monnor. a::.sess and manage key business risks. The 

risk management framework shall guide the Board in identifying units/business lines 

and enterprise-level risk e>..posures. as \.\ell as the effectiveness of risk management 

strategies. 

j. The Board shall have a Board l.haner that formalizes and clearly states its roles, 

responsibilities and accoun,ab.lities in carrying out its fiduciary duties . The Board 

Charter shall serve as a guide to the directors in the performance of their functions 

and shall be publicly available and posted on the Company's website. 

The Board Charter shall incluue <.1 forma1 and transparent board nomi nation and 

election policy that descrio1...::. t111:: pruc1.:::.se:::. by '"' .1ich it accepts nominations from 

minority shareholders and rev.e\-.,s qualifications of nominated candidates, in line with 

the strategic direction of the Com pan;. The pol icy shall include an assessment of the 

effectiveness of the Board' s processe .... in the nomination, election or replacement of a 

director. 
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3. ESTABLISHING BOARD COMMITTEES 

The Board shall establish committees to assist the Board in the performance of its 

functions and responsibilities, particularly with respect to audit, risk management, related 

party transactions, and other key corporate governance concerns, such as nomination of 

directors and remuneration of c>.ecutive 0fficers. The composition, functions and 

responsibilities of the committees shall be contained in their respective Committee Charters, 

which shall be posted in the Company's website. 

The Board shall constitute the followi ng committees: the Audit Committee, Corporate 

Governance Committee, Nominat111g Committee, and the Finance and Investments 

Committee. When warranted under relevant ci rcumstances, the Board shall establish the 

Board Risk Oversight Committee and the Related Party Transactions Committee. 

a. Audit Committee 

The Audit Committee shall assist the- Board in enhancing its oversight capability over 

the Company' s financial reporting. internal control system, internal and external audit 

processes, and compliance with applicable laws and regu lations. The committee shall 

be composed of at least five (5) non-executive directors, the majority of whom, 

including the Chairman, shall be independent directors. All of the members of the 

committee must have relevant background. knowledge, skills, and/or experience in 

the areas of accounting, auditing, finance and regulatory compliance. The Chairman 

of the Audit Committee shall not be the Chairman of the Board or the Chairman of 

any other committees. 

The Audit Committee shall have the following responsibi lities: 

1) Recommends to the Board the apprc val of the Internal Audit Charter, 

which formally defines the role of Internal Audit and the audit plan, 

and oversees the implementation of said Charter; 

2) Through the Internal Audit unit, monitors and evaluates the adequacy 

and effectivene::.s of the Company"s internal control system, integrity 

of financial reponing. and security of physical and information assets. 

Well-designed inte:nal control procedures and processes that will 

provide a system of checks and balances should be in place in order to 

(a) safeguard the Company's resources and ensure their effective 

utilization; (b) prevent occurrence of fraud and other irregularities, (c) 

protect the accurac) and reliability of the Company's financ ial data, 

and (d) ensure compliance with applicable laws and regulations; 

3) Oversees the Im~rnal Audit unit. which shall be either established 

within the organiLation or outsourced, and recommends the 

appointment and >r grounds for approval of the internal audi t head. If 
the internal audit function is outsourced, the Audit Committee shall 
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approve the terms and conditions fo r outsourcing internal audit 

services; 

4) Establishes and identifies the reporting time of the Internal Audit to 

enable him to properly fulfill his duties and responsibilities. For this 

purpose, he shall directly report to the Audit Committee. 

5) Reviews and monitors Managemenf s responsiveness to the Internal 

Auditor's findings and recom mendations; 

6) Prior to the cor::n~encement of the audit of the financial statements of 

the Company, discusses with the External Auditor the nature, scope 

and expenses of tne audit, and ensures the proper coordination if more 

than one audit i:!nn is involved in the activity to secure proper coverage 

and minimize duplication of efforts; 

7) Evaluates and dete1mines the non-audit work, if any, of the External 

Auditor, and penodically reviews the non-audit fees paid to the 

External Auditor in relation to the total fees paid to him and to the 

Company's O\ eral l consultancy exoenses. The Committee should 

disallow any non-audit work that will conflict with its duties as an 

External Auditor or ma, pose a threat to its independence. The non

audit work, if allowed. should be di sclosed in the Company's Annual 

Report and Annual Corporate Governance Report; 

8) Reviews and appro\ es the Interim and Annual Financial Statements 

before their submission to the Board, with particular focus on the 

following matters: 

* An) change/s in accounting policies and practices 

* Areas ' here a significant amount of judgment has been 

exercised 

* Signi ~!cant adjustments resulting from the audit 

* Going concern assumptions 

* Compliance with accounting standards 

* Compliance with tax, legal and regulatory requirements 

9) Reviews the disposition of the recommendations in the External 

Auditor's mam,~cn~ent letter: 

10) Performs O\ ersight functions over the Company's Internal and 

External Auditors. to ensure their independence, and that both auditors 
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are given unrestricted access to all records, properties and personnel to 

enable them to perform their respective audit functions; 

11 ) Recommends ro the Board the appointment, reappointment, removal 

and audit fees of the External Auditor, which should be duly accredited 

by the Commission, and provides an objective assurance on the 

manner by which the financial statements should be prepared and 

presented to the stockholders; 

12) Meets with the Board at least once a quarter without the presence of 

the President ana CEO or other management team members, and 

periodically meets with the Internal Auditor; and 

13) Performs the functions of the Board Risk Oversight Committee and 

Related Party Transactions Committee, in the meantime that these 

committees have not been established .. 

b. Corporate Governance Committee 

The Corporate Governance Committee shall be tasked to assist the Board in the 

performance of its corporate governance responsibilities. The Committee shall be 

composed of at least five (5) members. at least three of whom shall be independent directors. 

The Chairman of the Committee shall oe an mdependent director. All of the members of the 

committee must have adequate and rele"vant background. knowledge, ski lls, and/or experience 

m the fi elds of accounting. auditing. legal and regulatory compliance. 

The Corporate Governance Committee shall have the following responsibi li ties: 

1) Oversees the implement~tion of the corporate governance framework 

and periodically revie,vs the said framework to ensure that it remains 

appropriate in light of the material changes to the Company' s size, 

resources, complexity and business strategy, as well as its business and 
regulatory environments: 

2) Oversees the periodic performance evaluation of the Board and its 

Cornn1ittees as \veil as Management, and conducts an annual self

evaluation of 1cs performance as a Committee; 

3) Ensures that Lhe results of the Board' s performance evaluation are 

shared, and oiscussed, a:1d that concrete action plans are developed and 

implemented to address the identified areas for improvement; 

4) Recommends conti nuing education/training programs for directors, 

assignment of ~asks/projects to a board committee, succession plan for 
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the Board members and Management and remuneration packages for 

corporate and individual perfo rmance. 

5) Adopts corporate goYernance policies and ensures that these are 

reviewed and updated regularly, and consistently implemented in fo rm 

and substance; 

6) Proposes and plans relevant trainings for the members of the Board; 

and 

7) Establishes a formal and transparent cedure to develop a policy for 

determining the remuneration of officers that is consistent with the 

Company's business objectives and strategies as well as the business 

environment in which it operates. 

c. Nominating Committee 

The Nominating Committee shall be tasked to assist the Board in overseeing the 

nomination, screening and election process for members of the Board, ensuring that the 

nominees possess the qualification::. and none of the d.squalifications prescribed in the 

Manual. The Committee shall be cumposed of at least three (3) members, at least one (1) of 

whom shall be an independent director. The Chaim1an of the Committee shall be the 

Chairman of the Board of Directors of the Company. All of the members of the Committee 

must have adequate and relevant background. knowledge, skills, and/or experience in the 

fields of business and management and in the line of business of the Company. 

The Nominating Committee snail haYe the following responsibilities: 

1) Defines the general profi le of the members of the Board that the 

Company ma1 need to sustain its growth, stability and viability, 

ensuring that appropriate knowledge, competencies, experience and 

expertise are 10er.tified tv match or complement the existing skills and 

competencie:. of the individual members of the Board; 

2) Prescribes the nomination and election process for the Company's 

directors. Th is process must recognize the right of stockholders to 

nominate cand1uate::. for member... of the Board, and shall be 

transparent and made puolic by posting the same in the Company' s 

website. 

3) Pre-screens and shmt li:>ts candidates nominated to become members of 

the Board cun:>h.11.:ring iactors such as judgment, skill, expertise and 

experience and compared \\ ith other business organizations of a size 

comparable to that of the Company. and the interplay of a candidate's 
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background, skill and experience with that of the other nominees or 

directors. 

d. Board Risk Oversight Committee 

The Board Risk Oversight Committee shall be established by the Board when the 

Company has attained such size, when its operations has become complex and its risk profi le 

has increased to warrant the establishment of the said committee. When established, the 

Board Risk Oversight Committee (BROC) shall be responsible for the oversight of the 

Company's Enterprise Risk Management framework to ensure its functionality and 

effectiveness. The BROC shall be composed of at least three (3) members, the majority of 

whom should be independent directors. including the Chait-man. The Chairman should not be 

the Chairman of the Board or the Chairman of any other committee. At least one member of 

the committee must have a relevant and thorough knowledge and experience on risk 

management. 

The BROC shall ha\'e the following duties and responsibilities, among others: 

1) Develop a formal enterprise risk management plan which contains the 

following elements: (iJ common language or register of risks, (ii) well-defined 

risk management goals, objectives and oversight, (ii i) uniform processes of 

assessing risks and de\ e1oping strategies to manage prioritized risks, (iv) 

designing and implemeNing risk management strategies, and (v) continuing 

assessments to impro\ e risk strategies. processes and measures; 

2) Overseas the implementauon of the enterprise ri sk management plan 

through a Management RisK Oversight Committee. The BROC conducts 

regular discussions on the Company" s prioritized and residual risk exposures 

based on regular ri::,k. management reports and assesses how the concerned 

units or offices are addressing and managing these risks; 

3) Evaluate the 1isk management plan to ensure its continued relevance, 

comprehensive and etl~cti\ e .. ess. The BROC revisits defined risk 

management strategies, looks for emerging or changing material exposures, 

and stays abreast of signifo .. ant developments that seriously impact the 

likelihood of harm or loss; 

4) Advises the Board on its 11.sk appetite levels and risk tolerance limits; 

5) Reviews at least annually the Company's risk appetite levels and risk 

tolerance limits basec on changes and developments in the business, the 

regulatory framework. the external economic and business environment, and 

when major evems 0"cLr 1hc:i, ate c0nsidered to have major impacts on the 

Company; 

6) Assess the po::.sibility of each identified risk becoming a reality and 

estimates its possible sigiufica·,t financial impact and likelihood of occurrence. 
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Identifies priority areas of concern. which are those risks that are the most 

likely to occur and to impact the performance and stability of the Company 

and its stakeholders; 

7) Provides oversight over Management ' s activities in managing credit, 

market, liquidity, operational, ltgal and other risk exposures of the Company. 

This function includes regularly receiving information on risk exposures and 

risk management activities from Management; and 

8) Reports to the Board on a regular basis or as deemed necessary, the 

Company 's material risk exposures, the actions taken to reduce the risks, and 

recommends further act10,1 or plan~, as necessary. 

e .. Related Party Transactions Com mittee 

The Related Party Transact10n ( RPT 1 Comminee shall be established by the Board, 

when the Company has attained such size and resources, when its operations has become 

complex and its risk profi le has increased to warrant the establishment of the said committee. 

The Related Party Transaction (RPT J (omrninee snall be tasked with reviewing all material 

related party transactions of the Compan~ and should be composed of at least three non

executive directors, two of whom should be independent directors, including the Chairman. 

At least one (1 ) member of the Committee should have an adequate and relevant experience 

in accounting and auditing. 

The RPT Committee shall have the fo.bwing responsibilities: 

1) Evaluates on an ongoing basis existing relations between and among 

businesses and counterparties to ensure that all related parties are continuously 

identified, RPTs are monitored. and subsequent changes in relationships with 

counterparties (fron. n00-relaL1.:<l t(_ related and vice-versa) are captured. 

Related parties, RPT and changes in relationships should be reflected in the 

relevant reports to the Board and regulators/supervisors; 

2) Evaluates al I 111aterial RPTs to ensure that these are not undertaken on 

more favourable econon11c terms (e.~ . price, commissions, interest rates, fees, 

tenor, collateral requirement) to such re lated parties than similar transactions 

with non-related panie~ under simila1 circumstances and that no corporate or 

business resources of the Company are misr-ppropriated or misapplied, and to 

determine any potential reputational risk issues that may arise as a result of the 

or in connection with the transactions. In evaluating the RPTs, the Committee 

takes into account. among others the fo llowing: 

(i) The related pa1ty' s rdationship of the proposed RPT; 
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(ii) The material facts of the proposed RPT. including the proposed 

aggregate value of such transactions; 

(iii) The benefits to the Company of the proposed RPT; 

(iv) The a\ailabilit~ · of other sources of comparable products or 

services; and 

(v) An assessment of whether the proposed RPT is on terms and 

conditions that are comparable to the terms generally available to an 

unrelated pan) ur.w.~- :-imilur circumstances. The Company should 

have an eff..c t1ve pm.e discovery system in place and exercise due 

diligence in determin ing a fair price for RPTs: 

3) Ensures that appropriate disclosure is made and/or information is 

provided to regulah11s 1:1.ld ::,Jper'¥ising authorities relating to the company's 

RPT exposures, and policies on confl icts of interest or potential conflicts of 

interest. The disclo~ure snould include information on the approach to 

managing material conflict of interest that are inconsistent with such policies, 

and conflicts that could arise as a result of the Company's affi liation or 

transactions with other re lated parties: 

4) Reports to the Board or Directors on a regular basis, the status and 

aggregate exposures to ~a~h rdat....c part) . as well as the total amount of 

exposures to all relatct! partie:-: 

5) Ensures that transactions \A..ith related parties, including write-off of 

exposures are subjecl iO a periodic independent review or audit process; and 

6) Oversees ,b ·n plernrntation of the system for identifying, 

monitoring, measurir.g. ·ontr'111ing. and reporting RPTs, including a periodic 

review of RPT policie::, anu procedures. 

e. Finance and Investment~ Committl'e 

The Finance and Investments Committee assists the Board m its responsibility to 

oversee the management and dispo ition of the funds and assets of the Company, ensuring 

that all projects and investment pron, s .., and ;ts funding requirements are consistent with the 

business strategy of the Compan) ~· J • ..i ~ ,\ 111.;n the approved budgets for such projects and 

investments. The Committee shall be composed of at least seven (7) members, and at least 

one(!) member should be an Indeptndent Director. All of the members of the Committee 

shall have adequate and relevant competencies. knowledge, skill s, and/or experience in the 

areas of finance, accounting and auditing. im·e-,tment or fund management and energy 

development and business. 
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The Committee shall have the following responsibilities: 

1) Oversees the management of funds and assets of the Company by 

Management; 

2) Ensures that the "'usi ~ess ~trategies approved by the Board are properly 

implemented by Management: 

3) Reviews the financial reports and statements of the Company and ensures 

that Management keep and maintains a complete and accurate record of all 

financial transactions. 

4) Reviews the annual operating budgets of the Company, including the 

budgets allocated for projec:s and investments, ensuring that funds for projects 

and investments are propen:y Jisbursed and used for the purpose for which 

these funds were allocated: 

5) Reviews and recon.mends to the Board all major capital expenditures and 

investments of the Company: 

6) Recommends capit:.11 or debt raising activities or options which may be 

undertaken by the Company: and 

7) Reviews the capita' s~~u~tur~ of the Company and recommends to the Board 

measures to add ress s::.ues relati\e co the capital structure and shares of the 

Company 

e. Charters of the Board Committees 

I ) All Committees shall ha\ e Committee Charters stating in plain terms 

their respective purposes, memberships. structures, operations, reporting processes, 

resources and other relevant ;nJC. rmation. The Charters shall provide the standards for 

evaluating the performance 01 u.1.. lo.11mittees and shall fully be disclosed and posted 

in the Company's website. 

2) The respecti\ I.! Luarter:, of the Board Committees shall be approved by 

the Board and shall nm 01.. .. n11..11l.11..d. allaed or varied unless such amendment, 

alteration or variation shall ha\c oeen appro\ed by the Board. 

4. FOSTERING COMMITMEI\'T 

Directors are enjoined to devote the ti me and attention neces ary to properly and 

effectively perform their duti es and responsibi lities as directors, including sufficient time to 

be fami liar with the Company's business. The follo~ing practices are designed to foster and 

demonstrate commitment of dire1..to ·:. t u1e Compc..n): 



a. Attendance and active participation in all meetings of the Board, Committees 

and Shareholders in person or through tele-/videoconferencing conducted in 

accordance with the rules and regulation of the Commission and the By-laws of the 

Company, except when justifiable causes occur such as, illness, death in the 

immediate family and serious accidents, which prevent a director from attending and 

participating in the meetings. In Board and Committee meetings, it is the di rectors' 

duty to review meeti ng materials and !f called for, ask the necessary questions or seek 

clarifications and explanations from the Board or Management. 

b. Setting a limit for cuncurn:nt directorships of non-executive directors, to 

ensure that they have SL.ItCh .. '1. time to fu ll y prepare for meetings, challenge 

Management's proposals wj \ ic\ '). and O\ ersee the long-term strategy of the 

Company. 

c. Requi ri ng directors ,o notify tht.. Chairman of the Board before accepting a 

directorship in another con1µ<1n) 

V. REINFORCING BOARD INDEPf.1\0ENCE 

The Board shall endeavour to exerci<;i.? an n~jective and independent judgment on all 

corporate affairs. The following policies are adopted to reinforce independence of the Board 

from Management. 

a. The Board shall ha\ e at least three (3) independent directors. 

" Independent Director'· me:m~ a per<;on \'< ho is independent of management and 

controlling shareholder, and is fre from any business o r other relationship which 

could or could reasonabl) b1;. . 1ercc1\ ed to. materially interfere wi th his exercise of 

independent j udgment in car.- 1.1b 0ut hi::. responsibilities as a directors 

The Board should ensure: .h..tt its inJependent directors possess the necessary 

qualifications and none of the disqualiticacions for an independent director to hold the 

position. 

An Independent Director refers to a p-.r::.un \\ho ideally: 

1 ) Is not, or has not been ~ srn1or or'ficer N employee of the company unless there 

has been a change in the con,rolJing O\\nership of the company; 

2 ) Is not, and has not been in .he three years immediately preceding the election, a 

director of the company; a director. officer. employee of the company's subsidiaries, 

associates, affi liates or relateG cumpanies; or a director, officer, employee of the 

company's substantial shareMkk1 ~ and its 1elated companies; 

3 ) Has not been appoint..:d m l1IL cumµany, its subsidiari es, associates, affi liated or 

related companies as Chui1rnan ··Lm~ritus". ··Ex-Officio" Directors/Officers or 
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Members of any Advisory Board. or otherwise appointed in a capacity to assist the 

Board in the performance of its duties and responsibil ities within three years 

immediately preceding hi s election; 

4 ) Is not a relative of a director, officer. or substantial shareholder of the Company 

or any of its related companie:. or of any of its substantial shareholders. For this 

purpose, relatives include spouse. parent, child, brother, sister and the spouse of such 

child, brother or sister; 

5) Is not an owner more man two percent (2%) of the outstanding shares of the 

Company, its related subsidiarie::., associates. affi liates or related companies; 

6) Is not acting as a nominee or representative of any director of the Company, or any 

of its related companies; 

7) Is not employed as an ~-:e .. n\ e 1fficer of another Company where any of the 

Company' s executives serve as directors: 

8) Is not retained, either in his personal capacity or through his fi rm, as professional 

adviser, auditor, consultant, agent or counsel of the Company, any of its related 

companies or substantial shareLolder. or is otherwise independent of Management and 

free from any business or 0t.1er relationship within the three (3) years immediately 

preceding the date of election: 

9) Is not a securities broke1-Jeale1 oi listed companies and registered issuers of 

securities. "Securi ties broker-dea1er" refer to any person holding any office of trust 

and responsibility in a broker-deaier finn. which incl udes, among others, a director, 

officer, principal stockholder. nominee of the firm to the Exchange, an associated 

person or salesman, and an authorized clerk of the broker or dealer; 

10) Does not engage and ha:, not engaged. whether by himself or with other person or 

through a firm of which he is a partner. director or substantial shareholder, in any 

transaction with the Comi-)an. or an1 of its related companies or substantial 

shareholders, other than trdr:.5«Lli1..)1b which are conducted at arms length and are 

immaterial and could not materially interfere with or influence the exercise of his 

independent j udgment; 

11 ) Is not affiliated with ar1) non-profa organization that receives significant funding 

from the Company or any 01 it::. 1c.1at~d companies or substantial shareholders. 

Related companies, as used m this ::.ection. refer to (a) its holding company/parent 

company; (b) its subsidiaries: and lC) a subsidiaries Jf its holding/parent company. 

The Board ' s Independent Di··ectr.rs -;hall sen ·e for a maximum cumulative term of 

nine (9) years, reckoned frcm 2012. pursuant to SEC Memorandum Circular No. 4, 

series of 2017. After which. the independent director concerned shall be perpetually 

barred from reelection as ~uu1 in the Company; but may continue to quali fy for 



•• 

nomination and election as a non-independent director. In case the Board decides to 

retain an independent director \\ho has served for nine (9) years, the Board should 

provide meritorious justification s and eek shareholders' approval during the annual 

shareholders' meeting. 

b. The positions of Chairman of lht Board and the Chief Executive Officer sha ll 

be held by separate individuals and each shotdd have clearly defined responsibilities, to foster 

an appropriate balance of po\.\er, inc1eas1..d accountability and better envi ronment for 

independent views and perspectives in the dec ision-making process of the Board . 

The Chief Execut1' e Orfi~er s11all have the following roles and 

responsibil ities, amon6 others: 

1) Determines the Cc•mpan: ' - trategic direction and formulates and 

implements its strategic plan on the directior: of the business; 

2) Communica e- <:>:« i'11plements the Company's vision, mission, values, 

and overall strateg) and pron'otes any organization or stakeholder change in 

relation to the same, 

3) Oversees the operations of the Company and manages human and financial 

resources in accord,.mct \\ ith tl1c ::,trategic plan; 

4) Has a good workin~ k.nO\\ ledge of the Company's industry and market and 

keeps up-to-date with its ..:ore business purpose: 

5) Directs, evaluates -=tnd guide-. the \\Ork of the key officers of the Company; 

6) Manages the Co'Tlp::u ) · s rt""1.rnrces prudently and ensures a proper balance 

of the same: 

7) Provides the B0an-l \\ irr timel~ · information and interfaces between the 

Board and the emplo: ees: 

8) Builds the corponte culture and motivates the employees of the Company; 

and 

9) Serves as the Jin~ het>.\een internal operations and external stakeholders. 

c. The Board shall designate a lead director among the independent directors if the 

Chairman of the Board is rior i"dependerit in relation to the Chief Executive Officer, 

and also if the positions of the Chairman of the Board and Chief Executive Officer are 

held by one person. 

The functions of tJte 1.!JJ <lir~ctor ;nclude, arr.ong others, the following: 
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I) Serves as intermediary between the Chairman and the other directors 

when necessary; 

2) Convenes and chai rs meetings of the non-executi ve directors; 

3) Contribute to !11e performanc evaluation of the Chairman, as 

required. 

d. A director with a material interest in any transaction affecting the Company 

shall abstain from taking part in the deliberations for the same. 

e. The non-executive directors shall have periodic meetings with the external 

auditor and head of the internal audit. compliance and ri sk functions, without any 

executive director or membe1 vf Management present to ensure that proper checks 

and balances are in place within the Company. The meetings shall be chaired by the 

lead independent director. 

6. ASSESSING BOARD PERFOR:\lA ~CE 

The Board shall ensure that an asse::.sment process is regularl y and consistently 

conducted to evaluate and assess its performance as a body. and assess whether it possesses 

the right mix of backgrounds, skills. competencie::. and experience of its members. In line 

therewith, the Board shall hav tne ~ :.0\.i11g responsibilities: 

a. An annual self-assessment or the doard · s performance, inc luding the performance 

of the Chairman, the individual Jirt:ctors and the Committees shall be conducted and 

monitored by the Corporate Governar1ce lomrnittee. 

b. Every three (3) years. an external facilitato r may be engaged to assist the Board in 

the evaluation process to achiev obj el.Li\ H) uf lhe assessment. 

c. The assessment process ~h11! include. at the minimum, the criteria and standards 

and processes to determine the penormance of the Board, the individual directors and the 

Committees, and a feedback me~11cu11s111 frc m the shareholders. The Corporate Governance 

Committee shall oversee the evaluauun proces::.. 

7. STRENGTHENING BOARD ETHICS 

As members of the Board are dut~-bound to apply high ethical standards, tak ing into 

account the interests of all stakeholc er . the Board c;hall ha,·e the followi ng responsibilities: 

a. The Company shall ci<h 1t . (' ,lie nf Buc;iness Conduct and Ethics, which would 

provide standards for professional and ethic.:il behavior, as well as articulate acceptable and 

unacceptable conduct and practic-.:.:> i,1 .ntemal and external deali ngs. Said code sha ll be 



properly disseminated to the Board, senior management and employees and should al so be 

disclosed and made available to the public through the Company's website. 

b. The Board shall ensure the proper and efficient implementation and monitoring of 

compliance with the Code of Business Conduct and Ethics and internal policies. 

B. DISCLOSl'RE A~D TRA~SPARENCY 

1. ENHANCING COMPANY DISCLOSURE POLICIES AND PROCEDURES 

The Company shall establi::.n ..:orporate di::.closure pol icies and procedures that are 

practical and in accordance with best practic~s and in compliance with the disclosures under 

the Securities Regulation Code, the Philippine Stock Exchange Listing and Disclosure Rules 

and other applicable rules and regu1ations. 

To ensure comprehensive and t1mcl) disclosures, the Company shall : 

a. Formalize corporate disclo3ure pol icie and procedures to ensure a comprehensive, 

accurate, reliable and timely report to shareholders and other stakeholders that gives a fair 

and complete picture of the Company's financial condition and results of operation. 

b. Set a policy requiring all directors and officers to disclose/report to the Compliance 

Officer any dealings or transactions im oh· ing the Company's shares within three (3) business 
days. 

c. Fully disclose all relevant anJ material in.ormation on individual directors and key 

executives to evaluate their experience and LJUaln'ications, and assess any potential conflicts 

of interest that might affect their juJgmem. 

d. Provide a clear disclos...ire of its policies and procedures fo r setting Board and 

executive remuneration, as well as .111... k\~1 a11d 111ix of tli.e same in the Annual Corporate 

Governance Report. Also, the Cornpan; shad aisclose the remuneration of directors and 

executive officers on an individual bas1::.. inc luding termination and retirement provisions. 

e. Disclose its policies bvYerr.ing i<.elatcd Party Transactions (RPTs) and other 

unusual or infrequently occurring m.1nsaLt101is in the Company's Manual on Corporate 

Governance. The material or significant RP fs re,·icwed and approved during the year shall 
be disclosed in its Annual Corporaw Governance: Report. 

f. Make a full fair, accurat~ and time!) di::.c1osure to the public of every material fact 

or event that occurs, particular!) 0n t111... alAJLlisniun or disposal of significant assets, which 

could adversely affect the viabilit) 0r the interest of its shareholders and other stakeholders. 

Moreover, the Board shall appoint a11 n.dep..:ndent third party to evaluate the fairness of the 

transaction price on the acquisition or disposal of assets. 



1. • 

g. Post the Company's corporate governance policies, programs and procedures as 

contained in its Manual on Corporate Go\'ernance. in the Company's website .. 

2. TRENGTHENING THE EXTERNAL AUDITOR'S INDEPENDENCE AND 
IMPROVING AUDIT QUALIT\ 

The Audit Committee shall t.:stabl1 ... h standards for the appropriate selection or 

renewal of engagement of the External Auditor. and exercise effective oversight of the same 

to strengthen the external auditor' s 1:idq:.ic11dcn<.:c a11u enhance audit quality. Thus-

a. The Audit Committee shall ha\e a robust process for approving and 

recommending the appointment, reapp • ..>intmc:nt. removal and fees of the external auditor. 

The appointment, reappointment. r mo\ al. and lees of the external auditor should be 

recommended by the Audit Com1111ttt!c. approval by the Board and ratified by the 

shareholders. For removal of the e\.ternal auditor. the reasons for removal or change should 

be disclosed to the Securities and E:\chang Commission and the Philippine Stock Exchange 

and the public through the Compan~ 's websi te and required disclosures. 

b. The Audit Comm .Ltee Charter shall include the Aud it Committee' s 

responsibility on assessing the inte~ril~ ana independence of external auditors and exercising 

effective oversight to review and monitor •11e external auditor's independence and objectivity 

and the effectiveness of the audi. µrocl!:-.s. takinb into consideration relevant Philippine 

professional and regulatory req uirements. The Chart1.,;r shall also contain the Audit 

Committee's responsibility on re' ie" in~ and m'1nitoring the external auditor' s suitability and 

effectiveness on an annual basis. 

c. The Company shall Jisc..iose the nan.1e of non-audit services performed by its 

external aud itor in its Annual Rep01. 0 Jt.:al \\ ith potenti al confl ict of interest. The Aud it 

Committee should be alert for 1; "ll'h.!11llal corlflict of interest situations, given the 

guidelines or policies on non-audit c;cn iceo,;, which could be viewed as impairing the external 

auditor's objectivity. 

3. INCREASING FOCUS 0:\ N0'.'1-FL. ANCIAL AND SUSTAINABILITY 

REPORTI G 

The material and reportabk nc :-i-fin.:mcial and sustainability issues of the Company 

shall be disclosed in the audited fin.t. L .... l ~t. -.n.ems of the Company. 

The Board shall set a polic) on the disclosure of non-financial information, with 

emphasis on the management of economic. em ironmental, social and governance (EESG) 

issues of its business, which w1d.;. :-r.i. sust .... inabili,). The Company shall adopt a globally 

recognized standard/framework m 1 ,_1), 1Lin1:- .~us ,ainalt>il i t} and non-financia l issues. 



4. PROMOTING A COMPREHENSIVE A~D COST-EFFICIENT ACCES TO 
RELEVANT INFORMATIO~ 

The Company shall maintain a comprehensive and cost-efficient communication 
channel for disseminating relevant information. This channel is crucial for informed decision
making by investors, stakeholders .. u.d lHht:r inll:re:-.ted users. 

The Company may include. \\hen v..arranted by the nature, materiality and relevance 
of the information, media and anal) sts· brieiings as channels of communication to ensure the 
timely and accurate dissemination of p1.101ic. material and relevant infom1ation to its 
shareholders and other investors. 

C. INTERNAL CO;\ TROL SYSTEM AND ENTERPRISE RISK 
MANAGE:WE~T FRAMEWORK 

1. TRENGTHENING THE INTER~AL CONTROL SYSTEM 

The Company shall ins•it'Jt: : -.tr, ng and effecti\'e internal control system and 
enterprise risk management fra111<''11.. rl . t l , ~n~u~-e t11e integrity, transparency and proper 
governance in the conduct of its affairs. 

a. The Company shall ha\e an adequate and effective internal control system and an 
enterprise risk management fram t :K in ti l conJ.,qt of its business, when warranted by the 
size, risk profile and com pl exit) vl ... "i ..-1 <1 11 . 

b. The Company shall Ju.\ e ;n plJce ar. independent internal audit function that 
provides an independent and obJecti\e as:-.uran.;e. and consulting services designed to add 
value and improve the Compan} ::, L f' .... ation~. 

The fo llowing are the functi1.>Ih ol the internal audit, among others: 

l ) Provides an independe"t risk-based asl urance services to the Board, Audit 
Committee and Managl? IT''.'!1t rt~: 1sing c.. n reviewing the effectiveness of the 
governance and control pr('1.. _:..,::,e..., :.1 , ) promoting the right values and ethics, (2) 

ensuring effective performa.H.:e managemem and accounting in the organization, (3) 

communicating risk and control mfo1mation. and ( 4) coordinating the activities and 
information among the Board. e ·temal and internal auditors, and Management; 

2) Performs regular and :-.J:1 ........ i..t1 .. wJit as 1.:omained in the annual audit plan and/or 
based on the company" s ri ~.r-.. u:-.ses::,me11l: 

3) Performs consulting at1d ad,·i~on ':>-::''"\ ices related to governance and control as 
appropriate for the organizati1.)n: 



4) Performs compliance audit of relevant laws, rules and regulations, contractual 

obligations and other commitments, which could have a significant impact on the 

organization; 

5) Reviews, audits and assesse the efficiency and effectiveness of the internal 

control system of all areas or the com pan); 

6) Evaluates operations or programs to ascertJ in whether results are consistent 

with established objective and goals, and whether the operations or programs 

are being carried out as planncu: 

7) Evaluates specific operation at the request of the Board or Management, as 

appropriate; and 

8) Monitors and evaluate:, governance pr9cesses. 

c. The Company's internal audit activity mJ y be a fully resourced activity housed 

within the organization or may be outsourced to quali fied independent third party service 

providers. 

d. When warranted the Company·s size. risk profile and complexity of operations, the 

Company shall engage a qualified Chief Audi t Executive (CAE) appointed by the Board. 

The CAE shall oversee and be responsiole ior the 1111ernal audit activity of the organization, 

including that portion that is outsourced to a third party provider. In case of a full y 

outsourced internal audit activit} , a qua lified independent executive or senior management 

officer shall be assigned the responsibil ity fo r managing the full y outsourced internal audit 
activity. 

The following are the respon:, biliries of the Chief Audit Executive (CAE), among 

others: 

I ) Periodically reviews the internal audit charter and presents it to senior 

management and the Board Audit Committee for approval; 

2) Establishes a risk-based internal audit plan. including policies and procedures, 

to determine the priorities of the internal audit activity, consistent with the 

organization' s goals; 

3) Communicates the 1'.1ternal auJit activity ' s plans, resources requirements and 

impact of resource limitat1011s. as 'vel1 as significant interim changes, to senjor 
management and the Audit ..:ornmittee for re, iew and approval; 

4) Spearheads the performance of the internal audit activity to ensure it adds 
value to the organization, 

5) Reports periodical!) to the Audit Committee on the internal audit activity' s 
performance relative to its plan: and 



6) Present findings and recommendations to the Audit Committee and gives 

advice to senior management and the Board on how to improve internal processes. 

2. ESTABLISHING THE RISK MA:vlANGEMENT FRAMEWORK 

a. When warranted by the Company ·s size, ri k profile and complexity of operations, 

the Company shall have a separate ri sk management function to identify, assess and monitor 

key risk exposures. 

The risk management functions invoh e the following activities, among others: 

1) Defining a risk mana_sem1~nt strateg) · I 
2) Identifying and analyzing key risks exposure relating to economic, 

environmental, social and governance (EESG) factors and the achievement of the 

organization's strategic objectives: 

3) Evaluating and categorizing each identified risk using the company's 

predefined risk categories an.:! i)atameters; 

4) Establi shing a risk regi~ter with clearly defined, prioritized and residual risks; 

5) Developing a risks miti gation plan for the most important risks to the 

company, as defined by the risk 111anagement strategy; 

6) Communicating and re::.'f) Jti n~ signi lean: risk exposures including business 

risks (i.e. strategic, compliance, operational. financial and reputational risks), contro l 

issues and risk mitigation pian ~o lh1.. Boa:d Risk Oversight Committee; and 

7) Monitoring and e\ aluat ing the effectiveness of the organization's risk 

management processes. 

b. In managing the Compan~ ·~ Risk Manag ~ment System, the Company shall have a 

Chief Risk Officer (CRO), who is the .... lt imate chairperson of Enterprise Risk Management 

(ERM) and has adequate authoriL). stature. resource~ and support to fulfill his/her 

responsibilities, subject to the Comp"-rj~ ·s siz~. risk. profile and complexity of operations. 

The Chief Risk Officer (CROJ ha::. the fo11o'A ing function, among others: 

1) Supervises the entirt ERM process and spearheads the development, 

implementation, maintenal1'::~ 3.1d cc nti.rno~\s improvement of ERM processes and 

documentations; 

2) Communicates the top risks and the status of implementation of risk 

management strategies and <11. .. ioi1s pl:...1s to ~11e Board of Risk Oversight Committee; 

3) Collaborate with the Chief Executive Officer (CEO) in updating and making 

recommendations to the Board Risk o, ersight Committee; 
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Suggests ERM policies and related guidance. as may be needed; and 

Provides insights on the follov. ing: 

Ri sk management processes are performing as intended; 

Risk measures reported are continuously reviewed by risk owners for 

effectiveness; and 

Established risk policies and procedu:-es are being complied with. 

D. CULTIVATING A SYNERGIC RELATIONSHIP WITH SHAREHOLDERS 

I . PROMOTING SHAREHOLDER RIGHTS 

a. The Company shaJI treat ail shareholders fairly and equitably, and shall also 

recognize, protect and fac ilitate the xercise of their rights as stockholders of the Company, 

such as but not limited to the following: 

I ). Voting Rights 

Shareholders participate in controlling the business and corporate affairs of the 

Company by exercising ~heir right to vote on the election or removal of directors 

and certain corporate acts \'\ .1erein the C9rporation Code requires the affirmative 

vote of the stockholders representing at least 2, 3 of the outstanding capital stock 

of the Company, namelv: 

(i) the amendmem J the articles of incorporation and by-laws, such to 

increase or decrease tne autboriLed capital stock or to shorten or extend the 

corporate life of the Company; 

(ii) creation of any bonded indebtedness; 

(iii) the sale or di sposit;on 0f all or substantially aJI of the assets of the 

Company; 

(iv) the investment "f cor:iorate fpnds m another corporation or business 

purpose other than the primary purpose for which the Company is organized; 

(v) declaration of stock dividends; 

(vi) entering into manageTT"ent contracts; and 

(vii) delegation ot the power to amend the b: '-laws. 

2). Right to Dividends 



' . 
Shareholders have to the nght to receive dividends subject to the existence of 

unrestricted retained earnings and subject further to the di scretion of the Board. 

3). Right to Inspect Records of Business Transactions 

The records of all business transactions and the minutes of any meetings shall be 

open to inspection by an) director or stockholder of the Company at reasonable 

hours on business days and for a proper or legitimate purpose. A stockholder may 

demand, in writing, for a cop) or excerpts from said records or minutes. at his 

expense (Section 74 of the Corporation Cbde). 

4). Right to Financial St.il..!Iu..!llh 

Under Section 75 of 1 '1e Corpora ti T, C xl \\ ithin ten (l 0) days from receipt of a 

written request of an) stock'1older. the Company shall furnish him the most recent 

financial statement to include the balance sheet as of the end of the last taxable 

year and a profit or los::. :.HHement for said taxable year, showing in reasonable 

detail its assets and liabilities and re ults of its ooerations. 

Likewise, at the regula1 11H.:et111g 01 sto.:1rnolders, the Board shall present to the 

stockholders a financial report o!" tht.. opc!rations of the Company fo r the preceding 

year, audited by the Compa 1y s txtemal auditor. 

5). Appraisal Right 

Under ection 81 of the C:ir JOr~.t°l""1 C"de. any stockholder of the Company shall 

have the right to diss~ "' ~l11l dt·mar>d pa~ ment of the fair value of his shares in 

case of (i) any amendme nt to the an· cl es of incorporation which has the effect of 

changing or restricting the righh tit m) stockholder or authorizing any preference 

superior to the outstanding "'1are-; of the Company or extending or shortening the 

term of corporate existence of the Company: (ii) sale or disposition of all or 

substantially all of the assets of the Company and (iii) merger or consolidation. 

The exercise of this right. he \\C\ er. 1~ subject to the requirements of Section 82 of 

the Corporation Code. 

6). Rights in Connection \\· t". <.;tockh< k.ers· Yleetings 

The Board shall set the da •. tin•~ :11' i nrue for annual stockholders ' meetings as 

prescribed under the Compan) ·s By-la\\S. pecial meeting of stockholders may be 

called by the Chairman LW b) the Board. The setting of the annual stockholders' 

meeting by the Board :- '"' t.. u .dos .., f) the Company to the Phil ippine tock 

Exchange. immediate!\ aner a0prn al ot such setting. At any time prior to such 

disclosure on the setting of tht.. stt ckholders· meeting by the Board, a stockholder 

may submit a written request addressed to the Chairman of the Board to call for 

the annual stockholders me _ting and to include a proposal for agenda items to be 

taken up in the said mc.:·ing. The stoc, holder concerned shall be immediately 
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advised if his proposed agenda item is not included in the agenda for the meeting, 

including the reasons or justifications for non-inclusion. 

Pursuant to Section 50 ol the l urporation Code, whenever, for any cause, the 

Chairman or the Board rails to call for a stockholders' meeting, any stockholder 

may petition the Securil.t:S and Exchange Commission, upon showing of good 

cause therefor, for the 1...allif1g of a swcknolders' meeting. 

7). Right to ominate .'\ominct:::. 1or J 1ection as Members of the Board of 

Directors 

The nomination procedu11..•-; for r~!.!.ula r al d independent di rectors adopted by the 

Board follows the nomin.nion pnicedures for independent directors under the 

Securities Regulation l od-.. Lv \\it. 

(i) Nominations shall b..: s:gned b) the nominating stockholder and accepted by 

the would-be nominet .11.u ::il.1bm1tu.;u tu the Nominating Committee before the 

setting by the Board of t1k annual -.,tocknolders · meeting. 

(ii) the Nominating Committee pre-scree~s the would-be nominees, ensuring that 

they possess all the q .. rn.i!ications and that they do not possess any of the 

disqualifications for d.ie .... to.·::i <.h prt::. r1aed in this Manual on Corporate 

Governance. The Nomi1.ating Curnminee shall have the right to require the 

nominating stockholder to submit a resume of the would-be nominee and such 

other documents as ma~ br> riece .;:ar) for the Nomination Committee to undertake 

its pre-screening functi1..' h 

(iii) After the pre-sc1 een1 lh p:oces~. tr1e . omi11ating Committee prepares a fi nal 

list of all nominees and s 1bm.b chc list to the Board of Directors fo r approval, 

complete with the infor 1 :,rn r-.q 1;rcd b) the Securities Regulation Code. 

(iv) The fi nal list of nommees a .., appro,·ed by the Board shall be immediately 

disclosed to the SecuntiL" a 1J 1 xchange Commission and the Philippine Stock 

Exchange, and in the lnfo1mallon ~Latement furnished to all stockholders prior to 

the stockholders· meetin:=. 

(iv) Only nominees \\ Jio-,c 11ame::i arpear un the Final List of 'ominees shall be 

eligible for election as ai1-..u1..1r::.. , o uther nomination shall be entertained after the 

Final List of 1 ominees s.1&11 ha'~ oee11 di::.closed and submitted to the ecuri ties 

and Exchange Cornn-. ·SH. n dr.d the Phi lippine Stock Exchange. No further 

nominations shall be e ',t'~tain-!d or al!O\\ed on the floor during the actual 

stockholders· meeting 

8). Voting Procedure::. Gu\ ern inb Stock.ndlders· Meetings 

(i) Voting Rights 
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Under the Company's By-laws, e\ery stockhol~er is entitled to one vote for each 

share of stock standing in his name in the books of the Company, except in the 

case of voting for election of directors as discussed in item (ii) below. Every 

stockholder entitled to vote at the stockholders· meeting may vote in person or by 

proxy. The proxy form shall be in accordance with the Securities Regulation Code 

and shall be submitted to the Corporate Secretary at least ten (10) days prior to the 

date of the meeting. 

(ii) Voting Process for the f lection of Directors 

In the election of direclors e\ e1: st1xki10lde: entitled to vote shall be allowed to 
accumulate his vote in accordance with the provisions of the Corporation Code. 
The top eleven (11) nominees v. ith the most number of votes wi ll be declared as 
the elected directors. If :h~ r.umber of me nominees does not exceed the number 
of directors to be electea. all the shares present or represented at the meeting will 
be cast by the Corporcte ~e1.-1ctar' in favour of the nominees. If the number of 
nominees exceeds the m1mbL'r cf directors to be elected, voting will be done by 
ballot. 

Counting of votes in the hallots ,~·ill be done r y the Corporate Secretary (or his 
authorized representati\e~' with the 1ssistance of the representatives of the 
external auditors and the rock tran<;fer agent of the Company. All votes attaching 
to the shares of common stock owned by stockholders whose proxies were 
received by the Corporate Secretary ill be cast in accordance with the 
instructions given or al!lio<t~· graPtd under the proxies. 

b. The Board shall encourage active participation by sending the Notice of Annual 

and Special Shareholders ' Meeting., '\ ith c:;ufficient and relevant information at least twenty

eight (28) days before the meeting ~nd hm· ing. the no~ice posted in the Company's website. 

c. The Board shall encourage active shareholder participation by making the result 

of the votes taken during the mosl r~ceiit Annual 0r Special Shareholders' Meeting publicly 

available the next working day. :v:;.rn. ?:>of the me~tings shall be available on the Company's 

website within five (5) business ca: s fr0rn the 1..nd l f the meeting. 

d. The Board shall make "' ailabk. at 1:he option of a shareholder, an alternative 
dispute mechanism to resolve intra-l..t rporatc J.sputes in c>n amicable and effective manner. 

When this mechanism and its 11 1pk .. e.1trnb prucedures are adopted, the same shall be 

included in the Company's ManL<al 011 Co:pl.ll uL(! G \ernance and posted in the Company's 
website. 

e. The Board shall establ1s.1 a 1 lnv~stor Relations Office (IRO) to ensure constant 

engagement with its shareholder~. .\ dl..Slguale<l iRO officer should be present at every 
shareholders' meeting. 
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2. RESPECTING RIGHTS OF STAKEHOLDERS AND EFFECTIVE REDRESS 

FOR VIOLATION OF ST AKEHOLDER'S RIGHTS 

a. The Board shall identify the Companfs various stakeholders and promote 

cooperation between them and the Cnm?Br' in 2rf ating long-term viabil ity. growth and 

sustainability. 

b. The Board shall establish clear policies and programs to provide a mechanism for 

fair treatment and protection of stah.ehol<lcrs. 

c. The Board shall adopt a transparent framework and process that allow stakeholders 

to communicate with the Company and to obtain redress fo r the violation of their rights. 

Communication channels shall be the hZO anj tr1e Of .ce of the Corporate Secretary. 

3. ENCOURAGING EMPLOYEES' PARTICIPATION 

a. The Company shall e.::tabl ish policies, programs and procedures that 

encourage employees to actively participate in the realization of the Company's goals and in 

its governance. 

The establishment of policies and programs covering, among others, the following (1) 

health, safety and welfare ; (2) tra:nin_,, _,1J J~ \ elopment; and (3) reward/compensation for 

employees, encourages employees to p1;,rfonn odter and motivates them to take a dynamic 

role in the Company. 

b. The Board prohibits --0i1 pt p1Jctices \.\- ithin the Company. An anti-corruption 

policy and program is incorporateJ 111 lS loJe ot Blisinesc;; Conduct and Ethics, which shall 

be disseminated to all employees tnrc ... 5 11 011entaL~ons and trainings, to embed them in the 

Company's culture. 

c. The Company's Code or !3usi11t;::,:; Conduce and Ethics includes a policy on 

whistleblowing that allows emplo~ ees tu rl eel~ co1nmunicate their concerns and feedbacks 

about illegal or unethical practices. \\·nhout tear of retaliation and to have direct access to an 

independent member of the Board and to the Compliance Officer who shall handle 
whistleblowing concerns. The Bo8rd <;hall be conscientious in ensuring the enforcement of 

the policy on whistleblowing. 

4. ENCOURAGING SUSTAI. ·.A BlLITY AND SOCIAL RESPONSIBILITY 

The Company recognizes iLS .,ocial responsibility to the communities where it 

operates. It shall ensure that its operation:, serve its environment and stakeholders in a 

positive and progressive manner that is fu ll) supp9rtive of a comprehensive, balanced and 
sustainable development. and pre .111.-, 1,:::, <. mutually oeneficial relationship between the 
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Company and the community that allows the Company to grow its business, while 

contributing to the advancement of the communities where it operates. This means that the 
Company shall not only comply with the existing rules and regulations but shall also initiate 
or contribute solutions to the various economic, environmental, civic and social issues, needs 

and concerns prevailing in the community. 

For this purpose, the Company has established the Basic Energy CSR Foundation, 

Inc. that will implement the corporat social responsibility (CSR) of the Company and is 
tasked to develop the CSR programs and activities for the various projects of the Company, 
and carry-out the same as approved by the Board, ensuring that the objectives of these 
programs and activities for the general welfare of the communities concerned are achieved. 

Oscar C. De Venecia 
Chairman of the Board 
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