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Securilies an
Exchange
Commission

PHELIPPEHES

SEC FORM - I-AGGR

INTEGRATED ANNUAL CORPORATE GOVERNANCE REPORT
- GENERAL INSTRUCTIONS
Al Use of Form I-ACGR
) Thls SEC Form shall be. used as a tool to dlsclose Puhhcly Llsted Compames comphance/nom.

- " compliance with the recommendations prowded under the Code .of. Corporate . Governance for -
. Publicly-Listed Companies, which follows the “comply or explain” approach, and for harmonizing the -

- corporate govemance reportoria! requirements of the SEC and the Philippine Stock Exchange (PSE).

- Preparation of Report

'These general 1nstructlons are not to be ﬁled w1th the 1eport 'I‘he report shall contain the numbers

_and captlons of allitems,

| ;. "The IFACGR h_as_ __fou_r column_é, arrau_igéd as follows: L

ontains CG Practices/ Pol

labelled as follows: . " shall . “indicate | shall .- ‘provide | the “explanations for
S compllance or | additional -~ ‘| any ' non-compliance,
(1} "Recommendations”  ~ - | non-. | information to i pursuant to the “comply -
. -derived - from the CG Code co_mpllam_:e -~ | .support their | or explaln approach .
for PLCs; - . | with the | compliance
(2) “Supplement ~ to | recommended | with - the Please 'note 'that the
Recommendation” ~ | practice. - : | recommended explanation given should
derived from the PSE (G ' CG practice 1 describe -~ the : non-j-
Guidelines for = Listed SRR .| compliance -and include
Companies; o ‘| how ' “the " overall
| (3) “Additional | Principle. -~ being
Recommendations” - CG | recommended is  still

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

, | The  company

| The  comp

y | The PLCs shall p

ide

:| being achieved by the

company.

#Not -App_!icable"- or

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

ASEAN Corporate
Governance Scorecard

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




C Slgnature and Fthng ofthe Report : G T TE

a. Three (3) Coples of a fully accomp]lshed IACGR shaIl be ﬁ]ed mth the Mam Ofﬁce of the
Commission on_or before May 30 of the followmg year for every year that the company
remams hsted in the PSE; . :

b. Atleast one (1) complete copy of the [-ACGR shaIl be duly notarized and shall bear rlglnal and
manual signatures

¢. . The I-ACGR shall be signed under oath by: (1) Chairman of the Beard; (2) Chief Executive Officer
or Presndent (3) All lndependent Dir ectors, (4} Comphance Officer, and (5) Corporate Secretary

d. -The I- ACGR shall cover all relevant infor rnatron f1 om January to December of the glven year

e All reports shall comply w1th the fu]l dlsclosure requ1rements of the Securmes Reguiatlon Code.

SEC Form — I-ACGR * Updated 21Dec2017
Page 2 of 62
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SEC FORM I-ACGR

INTEGRATED ANNUAL CORPORATE GOVERNANCE REPORT

1. - For the yeare ended 3 1 December 2017
- _-2 - SEC Identlﬁcatlon Number 1S-A 3 BIR Tax ldentiﬁcation No. 000-290 538 000
4, Exact name of issuer as spec1ﬁed in 1ts charter ROXAS HOLDINGS INC
'.'5_ Metro Manila B -_ _'6._' s (SECUseOnly]
~ - 'Province, Country or other jurisdictionof - .. - - 'Indtlst_ry_ClaSSlflcat_lon Code:
mcorporatlon or orgamzatlon : S .
.-'_7 14F Net One Center, 26“1 coT. '3-”l Avenue, Bomfacio Global
. City, Taguig City . - S o D '
- 'Address ofprmc1pa1 office T I Postal Code 1634

8 (02)771-7800 SETEE
e Issuerste]ephone number mcludmgarea code s

9. ool —
: '-meer name, former address, and former ﬁsca} year, 1f changed since last report

SEC Form — I-ACGR * Updated 21Dec2017

Page 3 of 62
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 AUDITANDRISK



The Board of Directors (Board) of Roxas Holdlngs, Inc. (Company) hereby adopts thts Charter of the
Audlt and Risk Commlttee (Commrttee) '

Se_ction 1L PURPOSE DF THE COMMITTEE

The Commrttee shali ass:st the Board in fulf Ilmg |ts oversrght responsrbrlltles on the Company Y

- a. accounting, ﬁnancral reporting, dlsciosure processes, and _mt_ern_al contr_ols;
-b. compliance W|th Iegal and regulatory requrrements
c.o. overal! rlsk management system, framework pollcies and prof:le and

od. .mte__rn_a! an_d_ ext_erna[__audltor_s._

© “Section2. ~ COMMITTEE STRUCTURE

a1

22

2.3

k _Composition o

oA The Commtttee shail consist of at Ieast three (3) votmg Dlrectors who preferably have

- accounting and fmance backgrounds one (1) of whom must be an mdependent dlrector and .
N another wlth audlt experlence : - : '

b, The Board shall desrgnate one (1) member of the Commtttee as its Chalrman who shall be an

'mdependent d:rector e

e The Board may appo;nt one (1) or more . persons to serve as adwsor(s) (o) the COmmrttee_ _

{Advisor). Advisors shall have the right to attend and speak at any meeting of the Committee, o
but shall have no nght to vote in respect of any action of the Commlttee o

'Term--

The Board shall appoint the members of the Committee at its annual organlzataonal meetmg
and each member shall serve upon his, election untrl the next orgamzatlonal meetlng of the

_Board un[ess removed or rep!aced by the Board

The Board shall take mto account succession plannlng for the Chalrman 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 disgualification 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 gualified.
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2.5

Qualifications and Disqualifications

' The Chairman and the Members of the Committee 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 Jaws. In addition, the Chairman or the Member of
the Committee who is :an independent dlrector must meet the ;ndependence criteria. ‘under

-_'apphcabie taw or regulatlon or.as determmed by the Board or the Nomlnatlon Electlon and
B Govemance Commlttee of the Company ' : - '

_ 'Each member shali be fmancually i:terate The Chalrman sha!! have accountmg or related_ :

- financial management expertise -with ‘a good understandmg “of the generaliy accepted .
.accounttng prmc:ples (GAAP) At |east one (1} member of the Commlttee must be an audit -~
committee fmancial expert or one who, through educatlon and expenence, has the fol!owmg o
';_attrlbutes as determlned by the Board L

-(i) an understandmg of the GAAP and fmam:lai statements,

i) an. ablhty to -assess the generai appl:catlon of such. pnnmples m connectton wnth

the accountang for estimates, accruals and reserves; -

~({ili} experience.in preparing or. audltmg of reviewing or. analyzmg fmanclal statements that

present a. breadth and level of :complexity .of . accounting fssues that are generally
~comparable to the breadth .and-level of complexity of issues that can reasonably be
: 'expected to be ralsed by the Company’s fmanmal statements or expenence in actlveiy
: -superv[sing one or more persons engaged in such activities;

{iv) an. understandang of -internal ‘controls and procedures for fi nancual reportmg, and
'(v) an understandmgofauditcommltteefunctlons ' :

'The person W|th the accountmg or. related fmanclal management expert!se and the audnt
committee fmancnal expert mav be one and the same person. o

' The Cornmittee members shall have a practlca[ understandmg of the business of the Company

or shouid have a prev:ous busmess experlence

~ Training a_nd Ed_u_ca_tion :

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

duly recogmzed prlvate or government entities,

Section 3, POWERS, DUTIES AND RESPONS!BILITIES OF THE COMMITTEE

31

The Committee, In carrying out its respon51b|I|t|es, 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.

2
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The following shall be the principal powers, duties and responsibilities of the Committee, These
matters are set forth as a guide wlth the understanding that the Committee may supplement
them as appropnate

' 3 2, 1 General

Develop and malntarn free and open means. of commumcatlon among the Board the :

e Company 3 external and lnternal audltors ch|ef rlsk offlcer, and management .

.'_Perform any other actwrtles as the Comm:ttee deems approprlate, or as requested by the _ o
: Board consistent with, thls Charter the Company s By Laws and applicable law ' B

'.Malntaln and update, as approprtate, thls Charter, whrch wﬂl be published on the'_

R :Company s websrte, and

d.

-Report regularly to the Board

3 2 2 Wlth Respect to Fmancral Reporting and System of intema[ Control

_ 'Assrst the Board in the performance of its oversrght responsrblilty for the fmancral reportmg
.process, system of mternal control, audit process, and momtormg of. complrance with
: :appllcable faws, ru!es and regulat:ons, : :

Re\new the reports submltted hy the internal and externa! audltors
-Review the quarterly, half—year and annual fmancral statements before thelr submlssnon to

' _the Board and appropriate government and regulatory agencies, with part:cular facus on
the followmg matters: . : : -

‘. Any change/s in accountlng polu:res and practices;
ii. - Significant accountmg and reporting issues, including compiex or unusual transactlons,
. related company transactions, subsequent events and major judgmental areas, and
‘recent professional and regulatory pronouncements, and their |mpact on the fmancral

: statements, _ By :

lii. Significant adrustments resultrng from the audrt

iv. Going concern assumptions; -

v. Com phance with accounting standards;

vi. Completeness, consistency and accuracy of disclosures of material mformation, and.

il :Comphance with tax, legal and regulatory requ:rements

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 quarterly basis, the correspondence between the Company and
regulators regarding financial statement filings and disclosures;

3
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f. Rev:ew and discuss w;th management any sagmfrcant def|clencles or matenal weaknesses in
" the design or operation of internal control over financial reporting, and any fraud, whether
or not material, mvolvmg management or other employees who have a significant role in
- - the mternal contral - over fmanc;al reportmg, and take appropnate actlons in a tlmely
- manner to address the same; - S S

8. .'Coordlnate momtor and facllitate comphance wlth Iaws ‘rules and 'regulatlons and -
o communlcate to the Iegal counsel anyht:gatron, cla[m, contmgency or other srgmflcant legal _. s
“issue that tmpact on the fmancral statements, B -

- h. Pro\nde superwsmn to management in the formulatron of the rules and procedures on_ .
-_fmancraf reportlng and mternal control in accorclance Wlth the follow;ng gurdelmes

i The extent of the responmhrhty of management in the preparatlon of the fmanmal -
- statements of the Company with the correspondlng de[meatlon of the respons:bllltles -
S that perta:n to the external auditor: shall be clearly explalned : o
Vi, An, effectlve system of internal control that will ensure the integrrty of the fmancral_
' reports and protect;on of the assets of the Company for the beneflt of alf stockholders .

. and other stakeholders shall be maintained; . o

iii. ~'On the basis. of the approved audlt plans, mternal audlt exammat;ons shall cover r at the
. -minimum the evaluation of the adequacy and effectiveness of controls that cover the
' Company s governance, operations and. mformat:on systems, lncludang the relrabalrty

"and rntegnty of financial and operational lnformatron effectweness and efficiency of .

operatlons, protectlon of assets and compl:ance wrth contracts, laws, rules and

. regu!atmns, and F -
" iv. - The Company shail conslstently comply wrth the fmanclal reporting requlrements of
: the Secuntaes and Exchange Commissmn (SEC) ' 1

i. - Monitor and evaluate the appropnateness of the poI|C|es addressmg codes of conduct for
' '_the Board and employees, assetoutin the Company ] Code of Conduct "

J. Monltor evaluate, ancl discuss wuth mternal and external audrt the adequacy and
_effectiveness of the Company's mternal control system, mcludmg the financial reporting
control and mformatlon technology security, and any significant findings that have been
~reported to. management including management’s responses and the progress of the
related correctwe act|on plans, and :

k. Formulate or review antifraud programs and controls implemented by management and
discuss any |dentrf|ed or suspected fraud and rllegai acts involving senior management and
other emptoyees

3.2.3  With Respect to Risk Management
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a. . _.Provide oversight over management’s activities in managing credit, market, liguidity,
aperational, legal and other risks of the Company. This function shall inciude regular recelpt
from management of informatlon on r:sk exposures and risk management activities.

“b. Discuss the Company’s major f:nanmal risk exposures and the steps management has taken
. to momtor and control such exposures

_ C. Re\new and dISCUSS nsk management related reports and issues ralsed by management _
s '_mternal and external audltors, legal counsel and regulators that ;mpact the Company srisk o
-management framework : o

-d.: _Dlscuss the rlsks faced by the Company and those of |ts subsrdlanes that may have potential _
“impact.on the Company s operatlons, and ensure that nsk awareness culture is pervaswe e
o throughout the organization, _ - : :

e Revrew with senior management the Company [ overail antlfraud programs and controls,

f. _-Rewew the nsk management lnfrastructure and culture to ensure that ‘the relevant :
s aCtIVltIES are aligned w:th the overall goals and strateg|es ofthe Cornpany, o

g evlew and recommend to management the Company’s Ievels of nsk appetlte and nsk
: _-tolerance and risk exposure allocatron for approval by the Board;

h. __Rewew and dlscuss wnth management and the internal audator ancl/or the external audltor
- and/or the chtef rlsk ofﬁcer T : : :

i. '_the key policies and processes adopted by management wrth respect to rlsk
' identification, assessment and management, 1nclud|ng risk of fraud; .
ko 'S|gn|f|cant 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; :
iii. appropriateness . of ' Business. Contmutty Plan and cuiture of nsk—awareness
' implementeci throughout the Company :

i. Review the Company's risk profile on an ongoing basis and re- evaluate the likelihood :of
occurrence, severity of impact of. nsk exposures, and any mitlga’eng measures affecting
those rlsks, s :

j-  Ensure that the Enterprise Risk Management function .of. management is in place and
operatlng effectlvely to identify, assess, monitor and manage risks; :

k. Appoint and evaluate the qualifications and performance of the chief risk officer at least
annually;
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[, . Establish and identify the reporting line of the chief risk officer to enable him to properly
-fulflll his duties and responsibilities. He shall funct:onaily report directly to the Commrttee
.and adminrstratl\rely to the Chief Executrve Offlcer of the Company

- m, -Drscuss wrth the ch|ef risk off" cer the Company s risk management structure rrsk issues. and
' : .'mltrgatlon strategles and |ts overali effectweness - -

n. Revrew the results of the annual nsk assessment done by the . chlef risk offrcer The
"-assessment shall 1nclude materral frnancral and non-ﬂnancral rlsks that |mpact on the
'Company and its sub5|d|ar|es and the correspondlng measures |n addressmg sueh rrsks :

K 0, - _Eva!uate the rlsk assessment report submrtted by the chief nsk offrcer on a quarterty ba5|s
- The report shall mclude -existing and emerging risks. at the Company and its subsrdranes, :
y and the related rlsk mltrgatlon strategles and actron pians of management :

; _.'.3 2 4 With Respect to Internal Agd . ': :

fa.. Perform overslght functrons over the Company s rnternai auditors 1} shatl ensure that the

B internal and: external audrtors act rndependentiy from each other and that- both audltors .
are_given unrestrrcted access to alt records propertres and personnel to enable them to
perform their respectrve audit functions : :

b, _Re\new and approve the annual mternal audtt _plan to ensure :ts conformlty with the .
"'~ objectives of the Company The p!an shail mclude the audlt scope, resources and budget -
_ 'necessary to |mplement it.. :

c. _'Rev!ew the organizatlon of the interna! audlt department and consider the appomtment of
- an independent mternal audrtor and the terms and eondrtrons of his engagement and
remOVaI e : S :

d. 'Re\rlew and approve proposals to outsource any mternal audit act;vrtles,

e, Review and evaluate the quailﬂcatlons and. performance of the. mternai audltor at least .
annualiy, : :

f. Review .the. effectiveness of mternal audrt function, rncludlng compllance with the
Internatronai Standards for the Professrona[ Practrce of Internal Auditing; : '

g Review the reports prepared by the mternai audlt team;

h. Establish and identify the reporting line of the internal auditor to enable him to properly
fulfiii his duties and responsibilities. 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
outside parties.
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i. Conduct an annual review, and if deemed appropnate cause an update of the charter of
the internal audrt

3, 2 5 W]th Respect to External Audl

a. Perform oversnght funct:ons over the Cornpany s, external audltors lt shall ensure that the

: f:nternai and external auditors act lndependently from each other and that both auditors
. are given unrestncted access to all records prepertles and personnel to enable them 1o
_perform therr respectwe audlt functions - :

b, Pnor to the commencement of the audat dlscuss w:th the externa! auchtor the nature, scope

~and expenses of the audit, and ensure proper coordmatlon if more than one (1) audit firm is
.involved in the actlwty to secure proper coverage and min|m|ze duplicatlon of efferts

C -Re\new the reports submttted by the external audrtor, o |

. d. Evaluate and determlne the non- audrt work if - anv, of the external audrtor, and rewew

penodlcally the non- audlt fees paidto the external auditor in relation to their srgmﬁcance to.
~the total annual income of the external auditor and to the Company’s overall consultancy

-expenses, The Commlttee shall disallow: any . non-audit work that will conflict with his duties

as.an. external auditor or may pose a threat to his mdependence The non- aud|t work, |f
- aliowed shall he dtsclosed in the Company 5 annual report ' Lk

_"__e._'Revrew and evaluate the. mdependence, professuonal qualrf:catlons, competence and

- performance of the external auditor at least annually, and recommend to the Board the
'appomtment or dlscharge of the external audrtor, o :

f. Revlew and discuss key stafflng and lead audlt partner rotation plans, e |

g _Re\new and tlmely discuss wrth the external auditor its report on critical policies, aIternatlve

" treatments, observations on internal controls, audlt adjustments, independence, limitations

onthe audlt work set by management and other matenal issues that would affect the audlt
and flnanmal reportlng, ' : - :

“h. ._D1scuss and resolve dxsagreements between management and the external audrtor

' regardmg fmancial reportmg, and

1. Obtam from the external audltor assurance that the audit was conducted in 8 manner
consistent with certain procedures 1o be followed in any audit of financial statements
required under the applicable rules of the relevant stack exchange, the SEC and other
regulatory bodies. ' ' ' h '

The Chairman of the Committee shall issue certifications on critical compliance issues.
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3.6

37

3.8

The findings and recommendataons of the Commlttee shail he submitted o the Board for
approval :

' _The Commlttee shall have the resources. and authonties approprlate to  discharge “its
-.respon5|balltles, mcludmg the authurtty to engage external auditors for special audits, reviews
‘and other procedures and to retain and obtain advice from external eounsel and other experts

: 'or consu!tants as |t deems appropnate W|thout need for Board approval '

'The Chalrman of the Commlttee and/or any of 1ts Members shaEI meet separately wnth :
o _management the mternal auditor and/ar externai audttor and/or chlef nsk offlcer of the

. should be dlscussed prwateiy The Commlttee may also request any oﬁ“ cer executwe or.
-.employee of the Company or the Company s outside counsel or the external auditor or third
- '-party consuitants to attend a meetmg of the Committee orto meet W|th any Member adwsor or :

consultant of the Commlttee : : : : o

':As may be requested by the Comm;ttee, functional spemahsts w1th|n the Company shall
prowde techmcal support on sub}ect matters relevantto the purposes ofthe Commattee e

'The Commlttee shall be gmded by the Company s I'YIISSiOﬂ and \nsnon in the fulflllment of |ts '

fu nctlons

j_Se_c_tion 4. » COMMITI'EE PROCEDURES

Meetmgs G

. The Commlttee shall hold meetings at such tlmes and places as |t consuders approprlate,

“but not less than quarterly

b. Meetmgs of the Commlttee shaII be convened by the Chalrman of the Commlttee as and
“when he considers appropnate or upon the request of a majorlty of the Members of the
Comm|ttee : : =

c. A Committee meetlng shall be conVened upon notice in writlng at Ieast three (3) days prior
to the meeting and spemfymg the place, date and tlme of the meetmg and the matters to .
" be dlscussed atthe meetlng '

d. Notw:thstandmg that a meetmg is called by shorter notice, it shall be deemed to have heen
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 meetmg of
the Committee and such walver may be retrospectlve :

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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f. Notice of a meeting of the Committee shali 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, gliven by
“him to the Secretary of the Committee in accordance with the 1mmed|ately precedmg
paragraph . : _ . .

. g The quorum for a meetmg of the Comm:ttee shall be at ieast a majorlty of the Members :

: present throughout the meetlng

__ h }Resoiut;ons at a meetmg of the Commrttee at whrch there isa quorum shall be passed by a -

' 35|mple ma}orlty of votes of the Members present at such meetmg

i 'Each Member, mc!udmg the Chalrman of the Commrttee, shaII have one (1) vote

.'j. In case of an equalrtv of votes the Chalrman of the Commlttee shall not have a second or

_castrng vote

k. A resolutlon in wrltmg 5|gned by a ma;orlty of the Members of the Commlttee shall be as -
valid and effectrve for all purposes as a resolutron of the Commlttee passed ata meetlng of

1. 'Members and Adwsors of the Committee may partlmpate in a meetlng of the Committee

through teleconference or video conference by means of whlch ail persons partuzlpatmg in '
. the meetmg can hear each other : .

: Escalatlon =

If the Commrttee decldes to take any actlon 1o whrch 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 Commlttee o recons;der its decision in a separate meeting. If,

after such ‘reconsideration, any Member objects to the action which the Committee has
decided to take at the second Committee meeting, then said Member shall be entitled, by
natice in writing to the Board (together . Wlth any . relevant supporting materlals} within ten

- {10) days from the date of the second Committee meeting, to require the particular matter to

be considered and fsna!ly decided by the Board at its next scheduled meeting, the decision of
whlch is final and bindlng 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 c[eemed for aII
purposes not to have been taken, durmg the pendency of such procedures

Minutes and_Rec_ords_
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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h. The Committee shail cause r_ecords 10 be kept for the followi_ng:

i appomtments and remgnatrons of the Members/Adwsors,
"0, all agenda and other documents sent to the Members/Adwsors, and
iii. mlnutes of proceedmgs and meetmgs of the Committee -

¢ ~Any such records shaII be open for inspectlon by any Member/Adwsor upon reasonabie o
U pnor not:ce durlng usuel offlce hours of the Company :

d. 'Mmutes of any meetlng of the Commlttee, if srgned by the Chairman of such meetmg, or by -
e the ‘Chairman of the - next succeedmg meetrng, shaII be concluswe evrdence of the -
i _proceedmgs and resoEutions of such meetlng SN - : S '

SectlonS : REMUNERATION OF MEMBERS/ADVISORS _ '

_' . No fees or other remuneratlon shail he payable to the Members/AdvIsors of the Committee in
' '-_respect of therr services prowded in connect[on with the Commrttee or:in respect of their
attendance at meetings of the Commlttee, save and except fees or remuneration authonzed )
- and approved by the Board for such purposes. In the caseof a Member who is an mdependent 5
+ - director, no fees or compensatlon shali be paid directly or mdlrectly to such Member or his firm .
for consultancy ot advisory sewices rendered dlrectlv by the Member or indirectly through his
firm even if such Member is not the actual service provider. However, th|s prohlbltlon shall not
appiv to ordinary compensatlon pald to such Member of his firm in respect of any other suppller '
~-or -other business relationship or transaction that the Board has determined to be at arm’s
length terms and tmmatenai for. purposes of its basn: Member s lndependence anaiysts

Sectlon6 . _ PERFORMANCE EVAI.UATION

The Committee shall undertake an. annual assessment of its performance based at the
“minimum, on the parameters prescnbed by the SEC and on other relevant regulatory issuances.
The results of the assessment. shall be . valldated by the Company’s compliance . offlcer and
reported to the Board (Refer o Exhlbrt 1 Performance Evaluatlon Ratmg for the ratlng scale. )

The Committee shall formulate a feedback mechamsm to receive comments from management
_internal and external auditors, chief risk officer, and genera[ counsel, to faclhtate dlaiogue
i wrthm the orgamzatron about pnsmble ways to improve its performance '

Based on its. self—assessment and the cornments recewed the Committee shall formulate and
implement plans to improve Its performance These shall include the identlfscatlon of relevant
training needs intended to keep the members up- -to-date with corporate governance best
practices, accountmg and auditing standards, as well as speCIfec 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



Roxas Holdings, Inc. Audit and Risk

Committee Charter

Section 7. E)(TERNAI. AUDITOR

7.1

7.2

73

74

L 75

76
I .statement or any report filed with the SEC or any regulatory body durlng the perlod ‘of his

7.7
8.1

8.2

After consultatlons wrth the Committee, the Board shall recommend to the stockholders an

“external- audator duly accredited by the SEC who shall undertake an independent audit of the
- Company and shall prowde an ‘objective assurance on the manner by whlch the fmancaai
statements shall be prepared and presented to the stockholders : - :

_ : The external audltor shall not at the same time prowde [nternal audlt ser\nces to the Company

_ '-_Non-audlt w0rk may be gwen to the external audrtor, prowded it does not conﬂrct wrth hzs
_ :duties asan mdependent audttor or does not pose a threat to his mdependence s

. : The externai audltor shall be rotated or changed every f‘ ive (5) years or earller, or the srgmng
-partner of the. externai aud:tmg firm assagned to the Company, shall be changed wrth the same '
"frequency ' : : . : : : O

If the external audltor resrgns, is dlsmlssed or ceases to perforrn hls services, _the reason/s for

_“and the date of effectw;ty of, such action shall be reported in the, Companv s annual and current
_reports. The report. .shall: include a discussion -of any . dlsagreement between . him ‘and the -
“Company on accounting. prmcup!es or practices, financial disclosures of aud;t procedures which -

the former auditor and the Company failed to resolve satlsfactorlly A prellmmary copy of the _
said report shall be glven by the Company to the external audltor before its submlssmn '

If the external auditor bellevas that any statement made |n an annual report mformatron

engagement is mcorrect or mcomplete, he shaII give his comments or wews on the matter inthe -
sald reports S SN

:The external auditor shall report dlrectly to the Commlttee The Committee has the drrect
'responsrbllitv for the settmg of compensatton of the external audltor

Secnons : |NTERNALAUDITOR

The Company shall have in place an mdependent mternal audlt function whlch shall . be

-'perforrned by an mternal audltor or a group, of internal auditors through which the Board
'management .and stockholders shail be provided with reasonable “assurance that its key
'organlzatronaE and procedural controts are effectlve, approprlate and falthfully complled wath

The mternal audltor sha]l submlt to the Committee and the management an annua! 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 repart shali 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. If
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“he does hot, he shall disclose to the Board and management the reasons whv he has not fully

complled with the said standards

.The mternal audrtor shall attend aEI Commlttee meetings, except when ;ustnﬂable causes prevent
hlm from domg 50, :

o _Section 9. cuzss RISK orncsn

92

93

94

_:The chlef risk off cer shail help the Commlttee ldentlfy vanous rlsks and exposures of the - = '
: _.Company through. periodlc assessment and rmp!ementation of rlsk mrtegatlon strategies and

controls. He shall discuss with the. Comm:ttee the nsk management structure, r[sk 1ssues and L
:mlttgatlon strategies and 1ts overail effectweness ' : . R : '

' The chlef risk ofﬁcer shall perform an annual rlsk assessment and present the results thereof to -

‘the Comm|ttee ‘The ‘assessment sha!l mclude matenai fmancrai and. non-fmanmal risks that
L impact on the Company and lts subsndianes and the correspondmg measures in addressmg such -
s r|sks . _ : : . ; : .

The chief rlsk offlcer shail submlt to the Commrttee, on a quarterly baS|s a r|sk assessment

report which shall include existmg and emerging risks at the Company and its subsrdlanes and .

- _the re!ated tisk mltlgation strategles and action plans of management

The Chief rrsk ofﬁcer shall attend all Commlttee meetmgs, except when justiflable causes_
g prevent hlm from domg 50 : : : :

'Section 10 ' AMENDMENT

' The Commlttee shall . penodlcaiiy review and reassess the adeguacy .of this .Charter and
- recommend any proposed changes to the Board. This Charter shall not he amended, altered or
’varled untess such amendment alteratlon or varlatlon shatl ha\re been approved by a resolution

of the Board

' Sectlon 10. Esrscnvnv

Thls Charter sha!l take. effect upon approval by the Board

®%kk
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Exhibit 1: _Perform_anr.e_ Evaluation Rating

Description

Rating S - ' :
L (As to compliance with the Audit and Risk Commitiee C_harter) .

12 " Poor

34 i A © 7 satisfactory

56 . - | - .7 VerySatisfactory

a0 | . TExcellent
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" Internal Audit Charter ~

L Introduc_tio_n

This Charter aims to formally define the purpose, authority and responsibility of the
Internal Audit activity that is consistent with the International Standards “for - the
Professional Practice of Internal Auditing (ISPPIA), and approved by the Senior
Managementand the Board. - =~ o o e

il ‘Purpose of Internal Auditing -

. The Internal - Audit function was established to provide an independent, objective

assurance. and ‘consulting activity “designed to ‘add v rove

' organization’s operations. - It is expected to help the organization accomplish its . .
‘objectives by bringing a systematic, disciplined approach to evaluate and improve the .
" effectivaness of risk management, control, and governance processes. R

~Assurance services involve the internal auditor's objective assessment of evidence to
~provide an -independent 'opinion or conclusions regarding a process, system or other .-

value ‘and improve an =

_ subject matter. The nature and scope of the assurance engagement are determined by -

“the Internal ‘Auditorin 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 o group making the assessment — the Internal Auditor, and (3

SS9t ) the person or - -
group using the assessment —theuser. = SIS T

- Consulting services are advisory 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 consulting 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 consuiting services, the Internal

Auditor should maintain objectivity and not assume operational nor management .

‘responsibility. -~

'The Internal Audit Group renders co_hs_u!ting ‘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 evaiuation of the adequacy and
effectiveness of the systems of risk management, ‘internal control, and governance
processes established by the company fo direct operations foward 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 conceming the activities reviewed and by
promoting effective control at reasonable cost.

Page 2
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lil. Authority

In carrying out their function, the Chief Audit Executive (CAE) have full and free access
to the President and CEOQ 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 wil be handled in the same
prudent manner as by those employees normally accountable for them. The CAE shall

detrimental to the welfare of the company. - .

" not use confidential information for any personal gain or in a manner, which would be .

The CAE is a'uthbr'i;'z'ed_' to _delé:g:ate duties, allocate f_esburées, select subjects, dete_rkh_i_h_e -
scope of works and 'select required techniques to accomplish objectives. . At the same ... -
time the CAE is also authorized to obtain necessary assistance of personnel in audited -

units and other specialized services within or outside the organization. -

" Organization refers to the __g'r_o'up_'o'f companies under the umbrelia of Roxas _Holdihgs, .

- Inc.(RHI). .

IV. Responsibllities .

" The CAE and -':his:/hef .Iflnt_e_rnal Auditqrs__ shall ‘have no direct responsibliities or any.

authority over any of the activities or operations that they review. The internal audit

‘work of reviewing, reporting, -and -appraising ‘established policies, plans, and .
- procedures do not in any way relieve operations personnel of responsibilities . - -
assigned to them. The iInternal ‘Audit " function ‘should. not develop and -install -

reviewed by the function. - '

‘procedures, prepare records, or engage in any other activity, which would normally be

However, the Internal Audit function Shal& further the company’s inierest with cor_r'i_me'nts :

and -recommendations on _loss-of-profit opportunities 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 shalt also bring to the attention of
senior - management significant -deficiencies noted .in the existing policies ‘and
procedures. . .7 L _ T

Recommendations on standards of control to apply to a specific activity may be included

in the written repost of audit comments and recommendations, which is given to -

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. o

internal Audit shall develop an Annual Audit Plan and present that plan to the Audit
Committee for approval. It shall likewise submit to the Audit Committee and senior
management an Annual Report on internal audit's a_gtivities and performance relative o
the audit plan.
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Noted control defrctencles shall be monitored by Internal Audit until action plan is
completed as agreed in the Internal Audit report or as agreed with stakeholders if a more
effective action plan becomes avarlable

V Orgamzatronal lndependence _

_ The Internel Audlt 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’ Commrttee and shatl report to the President anci CEO for -
' :admrnrstratlve purposes S . _ _ _ L

. -The results of the reviews made by the audrtors, the oprnlon whrch 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 . - -
o -Executwe “The report shall-include the action plans and commitment date to complete_ -
~such action plans that will 'address the noted control deficiencies. The report shall be -

“issued to the head of each operation reviewed ot to the process owners wrth copres sent -
to other appropnate management personnet : _ .

_'The members of the Audrt Commrttee shall be glven coples of the mdrwdual reports
~ which . will then be ‘summarized -and discussed -during quarterly Audit Committee
: :-Meetrngs ‘The quarterly report will include significant audit findings indicating the major

‘goncerns raised, the recommendatrone provrded and the plan of action to be taken or.

' .'-taken by the auctttee

_ _VI Professronal Standards _ _ _ _ _
‘The interna! Audrt staﬁ shall follow the Code of Ethrcs of the lnstrtute of Internal Audrtors

~and shall comply with the. lntemanonal Standards for- the Professional Practice of
: lntemalAudrtmg : '

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 separate Board Risk
OVBI‘S]ght Committee under its Manual of Corporate Governance

Informatlon on the Companys Risk Management system is reported on the Annual Corporate
--Governance Report submitted to the Ph:hpplne Securities and Exchange Commission and the . -
"_Phlllppme Stock Exchange : : - : '

.".;Rlsks Relatlng to the Busmess '

: : _Non«avallablhty or any dlsruptlon m the supply of raw mater:als may materlally dlsrupt the S :
_Company s operatlons. _ R : _

The Company sources its sugar cane and other relevant raw materlals reqmrements prlmarlly from

. _planters in Batangas and Negros Occidental. Volume and quahty are among the main considerations

- “in the sources of such products. The risk of supply shortage however poses a threat to the.
o contmmty of the busmess operatlons of the Company ' : : =

For its b1oethanol busmess on the other hand the Company sources its molasses requlrements

“from CACI and other planters and traders in Negros Occidental. Based on the Biofuels Act of 2006,

. such feedstock - may only -be procured from local]y-produced sources. The supply. of locally-
produced molasses however may not be enough to meet the demands of the market. The risk. of

-shortage poses a rlsk to the Company s b1oethanol operatlons : : '

. '-_To mltlgate this rlsk the Company ensures that it mamtalns good relanonshlp w1th p]anters and -
“traders. At the same time, the Company has adopted an aggressive strategy in sourcmg cane and
' molasses to ensure 1ndependence from any parhcular source of raw materla]s :

_Cyclleallty in the supply of raw materlals may adversely affect or materlaliy d:srupt the
Company s operatlons. .

The m1ll1ng season fol 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
: reﬁmng 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 downtlme, lower fuel cost hy using cheaper alternat;ve sources, and
1rnprov1ng plant factllnes to enable efftcrent plant utilization. :

Natural or other catastrophes, mcludmg severe weather condmons may materlally dlsrupt
the Company s operatmns. ' : .

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 expansion plans and caplta] expenchture outlays may not result profitably or
achleve the expected benefits.

The strategic mmatlves of the Company may mclude the expansion of its sugar milling and
bioethanol fac111t1es, 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

o addltton, new projects involves a number:of other risks, such ‘as the dlversmn of the Companys

" attention from the ex1st1ng business to mtegratmg with the new project, poss1ble adverse effects on

the results of operatlons during the mtegratlon process, mabﬂity to achieve the intended objectives -
of the expansion. or new pro]ect and the potentlal unknown liablhtles assoc1ated with the
_.expansmn or new. pr01ect o : -- : - SR :

To address thls l‘lSk the Company seeks to adopt a busmess strategy that 1ncorporates a

k . conservative approach as to budget allocation and, at the same time, seekmg competent and -

: efﬁment coniractors that can flmsh the pro]ects on time and at the most reasonable cost
' The Company operates in a competitlve market.

: The market in whlch the Company operates 1is highly compeutwe and is served by a var:ety of
' '-estabhshed .companies. Aside ‘from domestic . competmon, the Phlhppmes ‘has historically . ‘had
_ perlods wherem there were significant imports of sugar: from foreign-based . producers. Another
imminent risk is the gradual tariff reduction on 1mported 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
o Company to lose market share, ZOWer revenues, reduce its proﬁt margms and adversely affect its
_ operanons and prospects : - . :

“To address thls rlsk the Company seeks to expand its busmess domest1ca]ly and also strengthen 1t3
competitive position to adapt to the full 1mplementat10n of the tariff reduction, It is the only sugar
company that operates a refmery 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 a]l over the country and retain its top 1ndustr1al chents desplte stiff competmon

Contmued compllance with env1ronmental laws and regulatlons may adversely affect the
: results of operatmns aud ﬁnancml cond:t:on of the Company ' : : S

' '_The Company s operations and products are subject to env1ronmental 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 1egulanons 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 environmental 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
relatlonshlp with key regulatory agencres and local government agem:les

The Company 5 busmess could be harmed by str rkes or work stoppages by its employees.

If a strike or work stoppage were to occur in connectlon with negotlat;ons of the Company's
significant collective "bargaining agreements, or as.a result of ‘disputes under ‘its collective
_ bargammg agreements with labor unions, the Companys busmess, ﬂnanc1al condltlon and results :
- of oper atlons could be materlally and adversely affected : - S

o To mitlgate thlS I‘lSk the Company seeks to mamtam a good relatlonshlp w1th 1ts emp]oyees. '
' The Company may face financral 1 :sks w1th 1ts rnvestments.

_The Company and its subsldranes are exposed to a varlety of fmancnai rlsks in relatlon to ﬁnanc1a1
- 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 mm:mlzlng the exposure to financial markets. The Company does not
~ _ actively engage in the tradmg of fmancxal assets for. speculative purposes nor does it write optlons :
“ The Company’s fmanc1al 1nvestments are largely in. the form of short—term trme dep051ts '

'The Company s reputat;on w1ll be adversely affected lf 1ts products do not meet customers o
requlrements. S . : _ :

.'If any. of the Company s customers or chents experlence mgmf&cant delays in supply, quahty controi
issues or otherwise, this could have a negative effect on the Company’s reputation. and make it mare
' dlfflcult 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 result‘s of operatlons or. financ:lal
-condltlon ' : : '

'To address thls rlsk the Company’s overall business strategy is geared to de]lver on time and w1th
“top quality its products to its clients. The Company also malntams agood feedback mechamsm w1th

it chents

' The Company s ex1stmg 1ndebtedness could adversely affect its financlal health and ability to
-w:thstand adverse developments and prevent the Company from declarlng dwrdends.

_The Company has a 51gn1f1cant amount of in debtedness and substantial debt serwce obhgatlons,

The Companys substannal mdebtedness cou]d have 1mportant consequences For examp}e, it may,
among other things:
- " require the Company to dedrcate a substantlal portlon of its operatlng cash flow to makmg
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 co_venants; and

- . restrict the Company s ability to incur additional capltal expendltures, except in pursuance
- ofits sugar expansmn and ethanol pro]ect -

-Any of the abuve listed factors could materxally and adversely affect the Companys results of _

- operations, fmanmal cendltion, and cash flow

-In order to mmgate this risk, the Company takes a prudent approach in its debt and capltal
'_structure Moreover, it malntams a good re]atlonshlp w1th various banks E
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= Pursuant to the requlrement of the Secuntles and Exchange Commlssmn, th;s Annual Corporate
Governance Report is signed on behalf of the registrant by the undersngned thereunto duiy
~_ofMay 2018.
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