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About the Cover

The cover shows determined employees
running past symbolic obstacles, ever
upwards, toward the promise of a future
of growth, representing our workforce
driving behind our success.

“Ascent” demonstrates how the company
is rising above the challenges it is
currently facing to achieve successful
business operations. We are confident
that with the right attitude and hard work,
we can only rise higher.
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CORPORATE PROFILE

XP Energy Corporation (PXP,
Pthe Company), formerly Philex

Petroleum Corporation, is a
Philippine corporation organized in

December 2007 and is listed in the
Philippine Stock Exchange (PSE).

The Company has interests in various
petroleum service contracts in the
Philippines and in a petroleum block in
Peru held directly and indirectly through
its major subsidiaries, Forum Energy
Limited (Forum) and Pitkin Petroleum
Limited (Pitkin).

The Company's direct interest in
Philippine petroleum service contracts
includes: (1) a 50% operating interest in
SC75; (2) a 70% operating interest in
SC 74; and (3) a 5.56% interest in

SC 6A Octon, all of which are in
Northwest Palawan.

The Company holds a 78.98% controlling
interest in Forum, with 72.18% held
directly and 6.80% held indirectly
through a 54.99%-owned subsidiary,
FEC Resources, Inc. (FEC), a Canadian
public company registered with the US

Securities and Exchange Commission
(SEC), the Alberta Securities Commission,
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and the British Columbia Securities A summary of the Parent Company'’s

Commission, and quoted in principal subsidiaries and their nature of

North America. business are as follows:

Forum, a company incorporated in

the United Kingdom with focus on the
Philippines, has: (1) a 70% operating
interest in SC 72 Recto Bank which covers
the Sampaguita natural gas discovery

in offshore West Palawan, held through
Forum (GSEC 101) Limited (FGL); (2) a
100% operating interest in SC 40 North
Cebu held through Forum Exploration,
Inc. (FEI); and (3) minority interests in the
SC 6 and SC 14 sub-blocks in offshore
Northwest Palawan, including a 2.27%
interest in the producing Galoc field,
held through Forum Energy Philippines
Corporation (FEPC).

The Company also holds a 53.43%
controlling interest in Pitkin, an upstream
oil and gas company registered in the
United Kingdom with operations in

Peru. Pitkin's asset is a 25% participating
interest in Peru Block Z-38 located in
offshore Tumbes Basin, Peru.

The Company owns 100% of Brixton
Energy and Mining Corporation (Brixton).

Also included as part of the Parent
Company's subsidiaries are those
intermediary entities which are basically
holding companies established for the
operating entities mentioned above. The
following are the intermediary entities of
the Parent Company: (1) Pitkin Peru LLC
(PPR) and (2) Pitkin Vamex LLC (PVX).

susiay

Forum Energy
Limited

Incorporated on April 1,2005 in
England and Wales primarily to
engage in the business of oil and
gas exploration and production, with
focus on the Philippines, particularly,
a70% interest in SC 72 Recto Bank.

Forum Energy
Philippines
Corporation (FEPC)

FEPC was incorporated in the
Philippines on March 27, 1988 and is
involved in oil and gas exploration in
the Philippines, particularly a 2.28%
interest in SC 14 C-1 Galoc.

Forum Exploration,
Inc. (FEI)

FEl was incorporated in the
Philippines on September 11,
1997 and is involved in oil and gas
exploration in the Philippines.

Forum (GSEC 101)
Limited (FGL)

FGLwas incorporated in Jersey on
March 31, 2005 and is involved
in oil and gas exploration in the
Philippines.

Forum (GSEC
101) Limited -
Philippine Branch
(GSEC)

GSEC was established as a Philippine
branch on October 17, 2005 and is
involved in oil and gas exploration

in the Philippines, specifically, SC 72
Recto Bank.

Pitkin Petroleum
Limited

Pitkin was incorporated and
registered in the United Kingdom

of Great Britain and Northern

Ireland on April 6, 2005 and is
engaged primarily in the acquisition,
exploration and development of

oil and gas properties and the
production of hydrocarbon products.

Pitkin Petroleum
(Philippines) Plc
(PPP)

PPP was registered as the Philippine
branch of Pitkin Petroleum Limited on
March 19, 2008.

Pitkin Petroleum
Peru Z-38 SRL

Incorporated on October 5, 2006 and
is presently engaged in exploration of
oil and gas in Peru, specifically, Peru
Block Z-38.

Incorporated on February 8, 1982
under the laws of Alberta, Canada.
Primarily acts as an investment
holding company

Brixton

Incorporated in the Philippines
on July 19,2005 to engage in
exploration, development, and
the utilization of energy-related
resources.
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Forum Energy Limited Pitkin Petroleum Limited

e SC72 Reed Bank - 70% SC75 NW Palawan - 50% e PeruBlock Z-38 - 25%
SC40 N. Cebu - 100%? e SC6AQcton - 5.56%
SC6A Octon - 5.56% SC74 Linapacan - 70%
SC6B Bonita - 8.18%

SC14A Nido - 8.47%

SC14B Matinloc - 12.41%

SC14B1 N. Matinloc - 19.46%

SC14C1 Galoc - 2.28%

SC14C2 W. Linapacan - 9.10%

SC14D Retention Area - 8.17%

SC14Tara - 10%

"Economic interest of 75.92%
2Economic interest of 66.67%
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CHAIRMAN’S MESSAGE AND
PRESIDENT’S REPORT

A remarkable progress witnessed by our Company last year was

the signing of a Memorandum of Understanding (MOU) on Cooperation
on Oil and Gas Development between the Republic of the Philippines
and the People’s Republic of China on November 20, 2018.

Dear Shareholders,

The year 2018 saw a more supportive
business environment for PXP Energy
Corporation (PXP, the Company). As
compared with 2017, the health of the
petroleum industry has significantly
improved worldwide, with the steady
uptick of oil prices for the most part of
2018 and with increased exploration
activities since the petroleum downturn.

A remarkable progress witnessed by

our Company last year was the signing

of a Memorandum of Understanding
(MOU) on Cooperation on QOil and Gas
Development between the Republic of
the Philippines and the People's Republic
of China on November 20, 2018. The
MOU paves the way for the creation of an
inter-governmental Steering Committee
that will work out a program of
cooperation which could eventually lead
to joint exploration by Philippine and
Chinese parties in the West Philippine
Sea, as well as the creation of one or
more Inter-Entrepreneurial Working
Groups, where the China National
Offshore Oil Corporation (CNOOC) will
be involved with the relevant Philippine

concessionaires, with the implicit task
to agree on cooperation arrangements
within 12 months after the signing of
the MOU.

In relation to this, the Department of
Energy (DOE) and the Department of
Foreign Affairs (DFA) are working to lift
the Force Majeure (FM, or Moratorium)
imposed since December 2014 on
Service Contract (SC) 72 Recto Bank
and SC 75 Northwest Palawan, with the
former SC being operated by PXP’s
subsidiary, Forum (GSEC 101) Limited.
We remain hopeful that this encouraging
move will enable us to progress with the
exploration and development of these
two major assets.

In our Peru offshore block Z-38, where
PXP has a 25% participating interest in
the block through its 53% subsidiary,
Pitkin Petroleum Limited (Pitkin),
preparations are underway for the
drilling of the first exploration well in the
block, Marina-1X, within the first quarter
of 2020. This followed the lifting by
Perupetro S.A. of the Moratorium on Z-38
on September 12, 2018.
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91

We are moving
forward to 2019
with focused energy
Iin the continuation
and fulfillment of
our exploration and
production work
commitments...

)

As reported last year, Karoon Gas
Australia Ltd (Karoon), the block’s
operator, has previously executed a
Farm-In Agreement (FIA) with Tullow
Peru Limited (Tullow), wherein Tullow
will acquire a 35% interest by partially
funding the cost of the well. Under a
separate FIA with Karoon signed in 2009,
Pitkin is carried in the cost of Marina-1X
and a second exploration well, which will
be identified in the future.

After enduring almost three years of
weak oil prices averaging below US$50
per barrel, Dubai Oil, the main price
benchmark for crude sold in the Asian
region, came in above US$70 during the
second and third quarters of 2018. This
allowed our Company to generate higher
revenues of PhP107.9 million in 2018
against PhP104.4 million in 2017, despite
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The recovery of oil
and gas prices after
the 2014 downturn,
together with positive
political developments
in the West Philippine
Sea in 2018, are strong
indicators of improved
global economic
growth and firm
Investment confidence
in 2019.

the expected decline in Galoc, Nido, and
Matinloc fields’ production.

The Galoc Field produced 1.17 million
barrels of oil (mmbo) in 2018 compared
with 1.46 mmbo in 2017, with the
cumulative production reaching about
21.35 mmbo as of end-2018. The Galoc
Field has been our Company's main
source of revenue since production
commenced in October 2008.

By the second half of the year, Tamarind
Galoc Pte Ltd (Tamarind), a subsidiary of
Singapore-based Tamarind Resources,
acquired Nido Petroleum'’s subsidiaries
Galoc Production Company WLL

(GPC) and Nido Production (Galoc)

Pte Ltd, giving Tamarind 55.88%

equity and operatorship of the Galoc
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Field. Tamarind's portfolio focuses on
improving production performance

of underexploited and dormant fields
across Southeast Asia and Australasia.

Meanwhile, the Company’s subsidiary,
Forum Energy Philippines Corporation
(FEPC), remains an active participant in
its non-operated service contracts, which
includes SC 14C1 Galoc, the exploration
and production sub-blocks in SC 14 and
the two retained blocks in SC 6. Another
subsidiary, Forum Exploration, Inc. (FEI),
maintained the operatorship of the SC 40
Block in Northern Cebu.

On October 25, 2018, the Board of
Directors (the Board) of the Company
approved the subscription by Dennison
Holdings Corporation (Dennison)

to 340,000,000 common shares of

PXP at a price of PhP11.85 per share,
representing a 20% discount to the
90-day Volume Weighted Average Price
of the Company’s shares, subject to the
execution of a definitive subscription
agreement. This is equivalent to an
aggregate amount of PhP4.03 billion.

The Board, likewise, approved

the subscription by Philex Mining
Corporation (Philex) to 260,000,000
common shares of PXP, or an aggregate
amount of PhP3.081 billion, under the
same terms as above, subject to the
execution of a definitive subscription
agreement.

The Subscription Agreements between
PXP and Dennison, and between PXP
and Philex, were signed on

October 26, 2018.

To date, Philex has settled approximately
70% of its subscription, for a total

consideration of PhP2.157 billion,
translating to an increased equity
ownership in PXP from 19.8% to 30.4%.

Meanwhile, on March 29,2019, the
Company and Dennison mutually agreed
to terminate the Subscription Agreement,
thereby canceling all rights of the
Company to issue and for Dennison

to subscribe to the aforementioned
common shares of the Company.

OPERATIONAL HIGHLIGHTS

PXP Energy Corporation

SC 74 Linapacan

The SC 74 Linapacan offshore block

is located in the shallow waters of the
Northwest Palawan Basin, approximately
eight kilometers away from the
municipality of Busuanga, Palawan.
The acreage is bounded by several

oil and gas fields and discoveries. The
Joint Venture (JV) is composed of PXP,
The Philodrill Corporation, and PNOC
Exploration Corporation (PNOC EC).

On March 27,2018, the DOE approved
the JV's entry to Sub-Phase (SP) 3, with
modified Work Commitments beginning
December 13, 2017. The exploration
track in SC 74 could be divided into two,
namely: (1) the appraisal of the Linapacan
Field, and (2) the exploration of the
frontier eastern portions of the acreage.
A few of the SP 3 activities include: (1)
the completion of engineering and
economic studies over the Linapacan
fields and of market studies in Palawan
Island; (2) the conduct of geologic
fieldwork, biostratigraphic study, and
source rock analysis in the Calamian
Islands; and (3) continuing Phase 2
gravity and magnetic interpretation.
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The geologic fieldwork in the Calamian
Islands was conducted from June 17 to
June 27,2018, with 20 graduate students
from the University of the Philippines
National Institute of Geological Sciences
(UP-NIGS). Rock samples collected from
the field will be subjected to different
tests and analyses, such as dating, total
organic content, vitrinite reflectance, and
pyrolysis, among others.

The engineering and economic studies
on Linapacan A and B Fields were
completed, with the PNOC EC as the
lead company. Report writing is
currently ongoing.

SC 75 NW Palawan

SC 75 is located offshore in the relatively
underexplored area of the Northwest
Palawan Basin, approximately 70
kilometers off Palawan Island. PXP has a
50% participating interest in SC 75, and
is its designated operator, while partners
PNOC EC and PetroEnergy Resources
Corporation hold the remaining 35% and
15% interests, respectively. All activities
in SC 75, however, have remained
suspended since 2016 due to the FM
imposed on December 27, 2015.

By the end of 2015, and prior to the
enforcement of the FM over SC 75, PXP
had completed and fulfilled all the

SP 1 work activities which comprised
the acquisition and interpretation of 2D
seismic, marine gravity and magnetic
data. The geological and geophysical
studies undertaken using these data
have resulted in the identification of
prospective significant culminations that
have been recommended for further
evaluation using 3D seismic data.
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Upon lifting of the FM, SC 75 will

enter SP 2, wherein the minimum work
commitment is the acquisition of at least
1,000 square kilometers of 3D seismic
data. The Company remains in close
dialogue with the DOE with respect to
the possible lifting of FM over SC 75.

Forum (GSEC 101) Limited

SC 72 Recto Bank

SC 72 is located in the Recto Bank Basin,
approximately 148 kilometers offshore
to the west of Palawan Island. Forum is
the operator of SC 72 through a 100%
subsidiary, Forum (GSEC 101) Limited.

It has a 70% participating interest over
the block, while the remaining 30%
participating interest is held by Monte
Oro Resources and Energy, Inc. The block
has been placed under Moratorium since
December 2014 due to certain maritime
disputes over the West Philippine Sea.

Currently, the block is under SP 2
exploration work program, comprising
the drilling of two appraisal wells in

the Sampaguita gas field, which has a
potential to hold in place contingent
resources of 2.6 trillion cubic feet (TCF)
and prospective resources of 5.4 TCF of
gas, as reported in 2012 by Weatherford
Petroleum Consultants, an independent
qualified competent person.

Complementary with the MOU, and

in preparation for the possible lifting

of the Moratorium over SC 72, Forum
commissioned an Australia-based
geophysical contractor to reprocess the
2011-acquired 3D dataset (565 sqg. km.) over
the Sampaguita gas field, using broadband
Prestack Depth Migration (PSDM). The
reprocessing commenced in October 2018
and is expected to be completed within the
second quarter of 2019.
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Forum Exploration, Inc.

SC 40 North Cebu

SC 40 covers the northern area of Cebu
Island and the adjacent offshore areas in
the Central Tafion Strait and Visayan Sea.
The operator, FEl, is a 66.67%-owned
subsidiary of Forum and has a 100%
participating interest in the block.

In accordance with the DOE-approved
2018 Work Program and Budget (WP&B),
FEI conducted a land gravity survey in
the municipalities of Daanbantayan and
Medellin from April 2 to 27, 2018. A total
of 94 gravity stations were acquired at a
spacing of 200 meters to 500 meters. The
survey was designed to locate the apex
of a high trend in the Dalingding area,
define faults through forward modeling,
and determine whether the mapped
central depression is a graben or a
trough. The processing and interpretation
of the gravity data is currently underway.

Additionally, FEl is in its preparation
stage for the drilling of an onshore well,
Dalingding-2, in 2020. The Dalingding
Prospect is a reefal structure defined

by seismic, with Barili Limestone as the
primary target.

Dalingding-1 well was drilled by Cophil
Exploration in 1996 and was plugged
and abandoned as a dry hole with minor
gas shows after reaching a total depth
of 1,508 feet. Following Forum's recent
re-evaluation of the prospect, it was
concluded that Dalingding-1 did not
reach the Barili target, which is estimated
at 1,740 feet, or 232 feet below the
well’s total depth. The current plan is to
drill a well down to at least 2,000 feet

to penetrate the Barili and secondary
targets beneath.

Lastly, FEl also plans for the permanent
plugging and abandonment (P&A) of the
Forum-1X and Forum-2X wells in 2020.
Both wells were drilled in 2003 and had
oil and gas shows.

Forum Energy Philippines Corporation

SC 14 Block C1 Galoc

The Galoc Oil Field, where Forum has a
2.27% participating interest in, lies within
the SC 14C1 offshore license and is
located in the Northwest Palawan Basin,
approximately 70 kilometers west of the
municipality of Culion, Palawan.

Galoc yielded 1.17 mmbo in 2018
compared with 1.46 mmbo the previous
year. In 2018, three liftings were
completed, with a total cargo of 1.07
mmbo. The cargoes were sold at an
average price of US$74.20 per barrel,
which was 35% higher than the average
price of US$54.97 per barrel realized in
the four liftings completed in 2017. Three
liftings are projected for 2019.

Tamarind, the new operator of the SC
14C1, is determined in extending the
field life and in optimizing the production
performance of the Galoc Field. One of
the planned activities for 2019 includes
the installation of a Condensate Recovery
Unit (CRU) onboard the Floating
Production, Storage, and Offloading
(FPSO) that is capable of recovering 15
to 20 barrels of condensate for every

one million cubic feet of gas produced,
while reducing Greenhouse Gas (GHG)
emissions by 20% to 30%.

Pitkin Petroleum Limited

Peru Block Z-38

Peru Block Z-38 is located in the offshore
part of the Tumbes Basin, approximately
10 kilometers from the coast of northwest
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Peru, South America. Water depth across
the block ranges from 100m to over
2,000m. Pitkin holds a 25% working
interest in Block Z-38, which is operated
by Karoon. As a review, in January 2018,
Tullow agreed to acquire a 35% interest
in the acreage, through a farm-down
from Karoon.

Further, the FM previously imposed
over the block on September 1, 2013
was already lifted on September 12,
2018.The WP&B 2019 revolves around
the drilling of two (2) exploration wells
approximately within 22 months.

The JV is working towards the drilling of
the Marina-1X well, the first exploratory
well to be drilled inside the block,

in early 2020.

FINANCIAL RESULTS

The Company recorded a consolidated
Net Loss Attributable to Equity Holders of
the Parent Company of PhP77.0 million
(FY2017: PhP39.1 million), with Reported
Consolidated Net Loss amounting

to PhP96.4 million (FY2017: PhP57.1
million) in 2018.

Consolidated revenues improved to
PhP107.9 million in 2018 (FY2017:
PhP104.4 million) as a result of the 35%
improvement in crude oil prices, partially
offset by the decline in output.

Meanwhile, the Company'’s consolidated
cost and expenses stood at PhP221.4
million (2017: PhP158.2 million), resulting
from higher depletion charges coupled
with the decommissioning costs of old
Tara and Libro wells in SC 14A and SC
14B. Meanwhile, recurring overhead was
constantly contained.

The Company incurred a higher net
loss despite the reduction in loss from
operations, due to forex gain (+PhP18.7
million), offset by higher depletion
charges (-PhP31.0 million) and the
decommissioning of old SC 14A and SC
14B wells (-PhP29.8 million).

OUTLOOK

The recovery of oil and gas prices

after the 2014 downturn, together with
positive political developments in the
West Philippine Sea in 2018, are strong
indicators of improved global economic
growth and firm investment confidence
in 2019. According to experts, oil price
volatility will continue to create mixed
signals for the rest of the year.

The Company remains optimistic that the
MOU between the Philippines and China
would eventually lead to a definitive
agreement that will pave the way for us
to resume exploration activities in our
highly prospective blocks, specifically SC
72 located in the West Philippine Sea.
Meanwhile, in anticipation of the lifting of
the FM, the Company is undertaking the
necessary pre-drilling activities such as
the improvement of the Sampaguita 3D
seismic data set through the application
of new sophisticated technology PSDM.
The seismic interpretation of the newly
reprocessed data set will enable us to
redefine our previously identified leads
and prospects, update the resource
estimate, and determine the optimum
location of the Sampaguita 4 and 5 wells.

We are moving forward to 2019 with
focused energy in the continuation

and fulfillment of our exploration and
production work commitments in the SC
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74 block, as well as in the non-operated
blocks in Northwest Palawan. With
Tamarind at the forefrontin SC 14C1, we
are confident that the deployment of new
engineering technology and innovation
would optimize production over the next
two to three years, and extend the Galoc
Field's economic life.

Within the year, the SC 74 and SC 14C2
Consortia will also jointly conduct a rock
physics and quantitative interpretation
program over the Linapacan and

West Linapacan blocks, which aims to
predict lithology and fluid content in
the main carbonate reservoir through
the integration of existing seismic,
geological, and well data. In SC 74, we
will focus on the Linapacan A and B
fields, which contain both oil and

gas deposits.

Concurrent with the continued conduct
of exploration of other valuable
prospects in our Cebu operated block,
FEl is now preparing for its drilling plans
scheduled in 2020.

With the addition of Tullow in the
Consortium, and with the lifting of the
Moratorium over the Z-38 Peru Block

in 2018, we can finally commence the
drilling of our first well in 2020, targeting
the Marina prospect.

On new ventures, the DOE launched in
November 2018 an improved petroleum
licensing system known as the Philippine
Conventional Energy Contracting
Program (PCECP), aimed at revitalizing
petroleum activities in the country. Under
the PCECP, 14 Pre-Determined Areas
(PDAs) are offered for bidding, while at
the same time allowing companies to
nominate for areas outside the PDAs.

The Company plans to participate in the
PCECP through bidding and/or area
nomination.

Once again, we would like to take this
opportunity to thank our shareholders,
the Board of Directors, the management,
and our employees for their continued
commitment and support.

Yours sincerely,

oA e’ —

Chairman

1
President
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FINANCIAL AND OPERATING
PERFORMANCE

onsolidated operating revenues production of SC 14 C-1 Galoc, which
‘ amounted to PhP107.9 million yielded a gross volume of 1.1 million

in 2018 (2017: PhP104.4 million; barrels (2017: 1.4 million barrels; 2016:
2016: PhP101.6 million) consisting solely 1.7 million barrels) from three offtakes
of revenues from petroleum. (2017: four offtakes; 2016: five offtakes).

The steady rise in oil prices, offset by a

In 2018, the higher revenue was due continuous decline in oil production,
to: (1) the 35% rise in average crude contributed to the higher revenue in
oil prices at US$74 per barrel (2017: 2017 versus 2016.

US$54 per barrel; 2016: US$43 per
barrel), offset by (2) the decline in the oil
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The revenues were contributed by
Forum Energy Limited (Forum), a 79.0%
direct and indirectly owned subsidiary,
from its participating interests in the oil
fields of Galoc, Nido, Matinloc, and
North Matinloc.

Oil production during the year were
as follows:

0Oil Revenues 107.9 104.4 101.6

(in PhP millions)

Barrels 31,232 41,270 49,585
(net to Forum)

Costs and expenses totaled PhP221.4
million (2017: PhP158.2 million; 2016:
PhP170.8 million). Petroleum production
costs were higher at PhP131.0 million
(2017: PhP108.9 million; 2016: PhP115.4
million), resulting from 4% lower

oil production cost offset by higher
depletion. In 2017, petroleum production
costs were lower versus 2016 due to
lower depletion on lesser oil output.

General and administrative expenses
stood at PhP90.4 million (2017: PhP49.4
million; 2016: PhP55.4 million), resulting
from the consultancy expense incurred
during the reorganization of Pitkin in
previous years amounting to PhP11.9
million and the decommissioning of

SC 14 Tara and Libro wells at PhP29.8
million. Total recurring overhead,
however, was flat owing to management's
continuing cost control and sharing of
costs between subsidiaries. In 2017,
general and administrative expenses
decreased versus 2016 resulting from the
cost-reduction initiatives of management.

A net other income of PhP21.4 million
was recorded in 2018 (2017: net other
charge of PhP1.1 million; 2016: net other
income of PhP20.5 million) consisting

of the following: (1) interest income at
PhP2.8 million (2017: PhP3.7 million;
2016: PhP3.3 million); and (2) foreign
exchange (forex) gain of PhP18.7 million
(2017: net forex loss of PhP0.1 million;
2016: net forex gain of PhP13.3 million)
resulting from foreign currency exchange
differences from the conversion of the
Group's dollar denominated currency to
peso, and vice versa. In 2017, provision
of impairment and loss on write-off of
assets stood at PhP4.6 million (2016:
reversal of impairment at PhP4.7 million).
The provision for impairment during
2017 was a result of the rehabilitation
and decommissioning of the Libertad
Gas Field in SC 40, offset by the reversal
of impairment losses of PhP11.3 million
representing accrued expenses reversal
during the year. In 2016, a reversal of
impairment amounting to PhP4.7 million
arose coming from the proceeds of the
sale of SC 53 to a third-party, which was
impaired in previous years.

_ Year ended in December 31
(in PhP millions) m 2017 2016

Interest income 2.8 3.7 33

Foreign exchange 18.7 (0.1) 133
gains-net

Interest expense (0.1) (0.1) (0.1)

and other charges

Provision and (4.6) 4.7
reversal of

impairment and

loss on write-off of

assets - net

Others - net
TOTAL




22

ASCENT

FINANCIAL POSITION

As of December 31,2018, the Company'’s
total assets stood at PhP7.247 billion
against PhP7.229 billion as of December
31,2017. Total current assets dropped to
PhP428.9 million from PhP525.8 million
as cash and cash equivalents decreased
from PhP450.0 million to PhP342.4
million. Said decrease was attributable
to cash disbursements incurred for

the: (1) plug and abandonment of SC

14 Tara and Libro wells amounting to
PhP29.8 million; (2) exploration activities
in SC 74 and SC 72 at PhP78.6 million;
(3) overhead expenses at PhP56.1
million; and (4) net cash received from
SC 14C-1 Galoc from oil sales during
the year; (5) cash received from Philex
Mining Corporation (PMC) amounting to
PhP770.3 million, representing the 25%
down payment for PMC's subscription to
260 million new PXP shares at PhP11.85
per share; offset by (6) cash paid by

PXP to PMC amounting to PhP781.3
million for the repayment of outstanding
advances from the latter. In addition,
inventories-net increased from PhP21.8
million to PhP32.4 million as a result of
unsold oil inventory as of year-end.

As of December 31,2017, the Company's
total assets stood at PhP7.229 billion
against PhP7.332 billion as of December
31,2016. Total current assets dropped

to PhP525.8 million from PhP669.2
million as cash and cash equivalents
decreased from PhP573.3 million to
PhP450.0 million. Said decrease was
attributable to the cash infusion from
Tidemark Holdings Limited, a major
shareholder of Forum, representing
additional share subscription to the latter,
which was offset by cash disbursements
incurred for the: (1) cost of appraisal

well in SC 14 C-1 Galoc; (2) exploration
activities in SC 74; (3) share repurchase
by Pitkin of its shareholders; (3) purchase
of additional shares of Forum from a
subsidiary and an affiliate; and (4) partial
payment of debt to PMC. Trade and other
receivables decreased from PhP63.5
million to PhP41.6 million as a result of
reclassification to deferred exploration
costs in SC 74.

Noncurrent assets slightly rose to
PhP6.818 billion from PhP6.703 billion,
largely arising from the increase in
deferred exploration costs to PhP5.310
billion from PhP5.168 billion. This

was a result of the costs spent in the
exploration activities in SC 74 and SC 72.
This increase was offset by the decrease
in property and equipment from
PhP261.9 million to PhP230.8 million due
to depletion.

During 2017, noncurrent assets slightly
rose to PhP6.702 billion from PhP6.663
billion, largely arising from the increase
in deferred exploration costs to PhP5.168
billion from PhP5.081 billion, resulting
from the costs spent in the Galoc
appraisal well and exploration activities in
SC 74, offset by the decrease in property
and equipment from PhP307.8 million to
PhP261.9 million due to depletion and
the decommissioning of the Libertad Gas
field in SC 40.

Current liabilities as of December 31,
2018 were lower at PhP2.160 billion from
PhP2.926 billion from the previous year.
This was primarily due to the reduction

in advances from related parties, from
PhP2.906 billion to PhP2.125 billion,
following the partial payment of debt

to PMC. This was partially offset by the
growth in trade and other payables
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arising from PXP’s consortium partners
cash calls in SC 74 and accrual of
payables to PhP34.0 million from
PhP19.4 million.

As of December 31, 2017, current
liabilities were marginally lower at
PhP2.926 billion from PhP2.960 billion
from the previous year. This was primarily
due to the decrease in advances from
related parties following the partial
payment of debt to PMC, in addition

to the reduction in accounts payable

and other accrued liabilities to PXP’s
consortium partners in SC 74.

Noncurrent liabilities stood at
PhP1.305 billion from PhP1.301 billion
resulting from the increase in deferred
tax liabilities from PhP1.110 billion

to PhP1.113 billion. Total liabilities
were lower at PhP3.465 billion from
PhP4.226 billion at the end of the prior
year following the reduction in current
liabilities by PhP766.4 million and a
rise in non-current liabilities by

PhP4.8 million.

As of end-2017, noncurrent liabilities
were reduced to PhP4.226 billion from
PhP4.273 billion following the reversal of
provision for losses in other noncurrent
liabilities, which resulted in the reduction
of the balance from PhP203.7 million

to PhP190.7 million. Total liabilities

were lower at PhP4.226 billion from
PhP4.273 billion at the end of the prior
year, following the reduction in current
liabilities by PhP33.7 million and a drop
in non-current liabilities by PhP13.0
million.

As of December 31, 2018, total equity
reached PhP3.782 billion against
PhP3.002 billion at the end of 2017.

This was a result of the increase in
capital stock to PhP1.960 billion from
PhP1.700 billion and additional paid-

in capital to PhP2.821 billion from nil,
offset by the increase in subscription
receivable at PhP2.311 billion following
the subscription of PMC to 260 million
new PXP shares at PhP11.85 per share.
In addition, deficit increased to PhP1.372
billion from PhP1.295 billion subsequent
to the net loss incurred during the year,
while cumulative translation adjustment
and non-controlling interests increased
to PhP153.9 million from PhP76.3 million
and to PhP2.408 billion from PhP2.398
billion, respectively.

Total equity as of December 31, 2017
reached PhP3.002 billion against
PhP3.058 billion at the end of 2016. This
was a result of the slight decrease in non-
controlling interest attributable to: the
(1) net loss incurred in the current year at
PhP57.1 million (2016: PhP36.4 million;
2015: PhP144.0 million) and the (2)
effect of transactions with owners, which
resulted in a reduction of PhP9.8 million
(2016: PhP1.7 million; 2015: PhP653.8
million) following the share repurchase
by Pitkin and the additional capital
infusion in Forum, but was offset by (3)
gain on translation of foreign subsidiaries
at PhP10.6 million (2016: PhP129.3
million; 2015: PhP92.4 million).

CASH FLOWS

Net cash used in operating activities
during the year amounted to PhP21.5
million (2017: net outflow PhP22.0
million; 2016: net inflow PhP109.6
million), which resulted from the: (1) plug
and abandonment of SC 14 Tara and
Libro wells amounting to PhP29.8 million;
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(2) overhead expenses at PhP56.1

million; and (3) cash received from SC
14C-1 Galoc from oil sales net of cash
production expenses during the year.

In 2017, cash from operating activities
was mainly attributable from the
operating loss of PhP23.6 million, while
in 2016, the increased inflow came

from the collection of trade and other
receivables due to cash collection for the
sale of oil from Galoc in December 2015.
In addition, trade and other payables
increased for the collection of cash

calls by PXP from the SC 74

consortium members.

Net cash from investing activities resulted
in a net outflow of PhP87.7 million (2017:
PhP64.2 million; 2016: PhP65.7 million),
mainly due to additions in exploration
activities in SC 74 and SC 72.1n 2017,
the net outflow came from the additions
in exploration activities in SC 74 and the
drilling of the appraisal well in SC 14 C-1
Galoc. For 2016, the outflows resulted
from exploration activities in SC 75 and
SC 74, while for 2014, the net outflow
was associated with the exploration
activities related to Peru Block XXVIII,
SC53,SC 74, and SC 75.

Net cash used in financing activities
stood at PhP6.3 million (2017: PhP36.9
million; 2016: PhP243,000.00) coming
from the cash received by PXP from
PMC amounting to PhP770.3 million,
representing the 25% down payment for
PMC's subscription to 260 million new
PXP shares at PhP11.85 per share, offset
by cash paid by PXP to PMC amounting
to PhP781.3 million for the repayment of
outstanding advances from the latter.

In 2017, the net cash outflow was a result
of the following: (1) proceeds from the
issuance of the subsidiary’s new shares
at PhP100.7 million, representing the
cash infused by a major shareholder of
Forum for the subscription of additional
shares; (2) acquisition of non-controlling
interest at PhP17.7 million accounting
for the cash paid for the additional
interests acquired by PXP in Forum;

(3) decrease in advances from related
parties amounting to PhP25.2 million,
representing partial payment of debt
with PMC; and (4) acquisition by the
subsidiary of own shares at PhP92.8
million, which was the amount of the
cash spent for Pitkin's share repurchase.
In 2016, cash used was minimal.

Effect of foreign exchange rate
changes in cash and cash equivalents
representing fluctuations in foreign
currency exchange rates for the last
three years amounted to an outflow of
PhP7.9 million (2017: net outflow PhP150
thousand; 2016: net inflow PhP3.3
million). At the end of the current year,
cash and cash equivalents amounted
to PhP342.4 million (2017: PhP450.0
million; 2016: PhP573.3 million).
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BOARD OF DIRECTORS

MANUEL V. PANGILINAN

72, Filipino citizen; first elected Director of the Company on
December 8,2009; Chairman of the Board since December 8,
2009; last re-elected on June 1,2018.

Academic Background:

Mr. Pangilinan graduated cum laude from the Ateneo de Manila
University with a Bachelor of Arts degree in Economics. He received
his Master of Business Administration degree from Wharton School
of the University of Pennsylvania in 1968.

Business and Professional Background/Experience:

Mr. Pangilinan founded First Pacific Company Limited (“First
Pacific"), a corporation listed on the Hong Kong Stock Exchange,

in May 1981. He served as Managing Director of First Pacific since
its founding in 1981 until 1999. He was appointed Executive
Chairman until June 2003, after which he was named Managing
Director and Chief Executive Officer. Mr. Pangilinan is the President
and CEO of PLDT Incorporated, the country's dominant telecom
company and Smart Communications Incorporated - the largest
mobile phone operator in the Philippines, and continues to serve as
their Chairman concurrently.

In May 2006, the Office of the President of the Philippines awarded
Mr. Pangilinan the Order of Lakandula, rank of Komandante, in
recognition of his contributions to the country. He was named
Management Man of the Year 2005 by the Management
Association of the Philippines. Mr. Pangilinan was awarded
Honorary Doctorates in Science by Far Eastern University in 2010; in
Humanities by Holy Angel University in 2008; by Xavier University
in 2007; and by San Beda College. He was formerly Chairman of
the Board of Trustees of the Ateneo de Manila University and was a
member of the Board of Overseers of the Wharton School. He is a
member of the ASEAN Business Advisory Council.

Mr. Pangilinan has been a Director of Philex Mining Corporation
and Philex Gold Philippines, Inc. since November 2008. He also
serves as Chairman of Manila Electric Company (MERALCO), Metro
Pacific Investments Corporation, Metro Pacific Tollways Corporation,
and of non-listed companies including Beacon Electric Asset
Holdings Inc., PLDT Communications and Energy Ventures Inc.
(formerly Piltel), Maynilad Water Services Corporation ("Maynilad"),
Mediaquest Incorporated, Associated Broadcasting Corporation
(TV5), Landco Pacific Corporation, Makati Medical Center, Cardinal
Santos Medical Center, Our Lady of Lourdes Hospital, Asian Hospital
Incorporated, Central Luzon Doctor's Hospital, De Los Santos
Medical Center, Manila Doctors Hospital, Jesus Delgado Memorial
Hospital, Marikina Valley Medical Center, Sacred Heart of Malolos
(Bulacan), Davao Doctors Incorporated, Riverside Medical Center
Incorporated (Bacolod), West Metro Medical Center Hospital
(Zamboanga), and Megaclinic. In 2012, he was appointed as

Vice Chairman of Roxas Holdings, Incorporated which owns and
operates the largest sugar milling operations in the Philippines.

Listed companies of which Mr. Pangilinan is presently
a director:

Philippines

PXP Energy Corporation

Philex Mining Corporation

PLDT Incorporated

Metro Pacific Investments Corporation
Roxas Holdings, Incorporated

Manila Electric Company

Hong Kong
e First Pacific Co. Ltd.
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DANIEL STEPHEN P. CARLOS
55, Filipino citizen; first elected Director on August 16, 2015; last
re-elected on June 1,2018.

Academic Background:

Mr. Carlos obtained his Bachelor of Science degree in Geology
from the University of the Philippines (1984) and holds a Master
of Science degree in Petroleum Geoscience from the Norwegian
University of Science and Technology or NTNU (2002). He also

has a Diploma in Petroleum Exploration and Reservoir Evaluation
from the University of Trondheim, now NTNU (1988). He is a
licensed Geologist and placed 3rd in the 1985 Geologist Licensure
Examination.

Business and Professional Background/Experience:

Mr. Carlos was with the Department of Energy (1985-1991), Basic
Energy Corporation, PNOC Exploration Corporation, Forum Pacific,
Inc., and CGG Multiwave. In February 2007, he joined Forum Energy
Philippines Corporation as Vice President for Exploration and was
appointed Presidentin July 2013. He is also the Resident Agent in
the Philippines of Forum (GSEC 101) Ltd, which operates Service
Contract 72 or Recto Bank. He is also the President of Forum Energy
Philippines Corporation and Forum Exploration, Inc.

Listed company of which Mr. Carlos is presently
a director

Philippines
e PXP Energy Corporation

EULALIO B. AUSTIN, JR.
57, Filipino citizen; first elected May 18, 2010; last re-elected
June 1,2018.

Academic Background:

Mr. Austin graduated from the St. Louis University- Baguio City, with
a Bachelor of Science degree in Mining Engineering and placed
eighth at the 1982 Professional Board Examination for mining
engineers. He took his Management Development Program at

the Asian Institute of Management in 2005 and his Advanced
Management Program at the Harvard Business School in 2013.

Business and Professional Background/Experience:

Mr. Austin has been a Director of the Company since May 17,2012.
He is also a Director of Philex Mining Corporation (“Philex Mining")
and Philex Gold Philippines, Inc. since June 29,2011. He became
President and Chief Operating Officer of Philex Mining on January
1,2012 and President and Chief Executive Officer on April 3,2013.
He previously served Philex Mining as its Senior Vice President for
Operations and Padcal Resident Managerin 2011, Vice President
and Resident Manager for Padcal Operations from 2004 to 2010,
Mine Division Manager (Padcal) from 1999 to 2003, Engineering
Group Manager in 1998 and Mine Engineering & Draw Control
Department Manager from 1996 to 1998. Mr. Austin concurrently
serves as Chairman and Director of Silangan Mindanao Mining
Co., Inc. Outside of Philex Mining, he serves as a member of the
Chamber of Mines of the Philippines' Nominations Committee
and Board of Trustees. Mr. Austin also sits as a member of the
Executive Committee of the Board of Trustees and the Chairman of
the Towards Sustainable Mining Initiative Committee. He likewise
serves in the Board of Directors of the Philippine Society of Mining
Engineers ("PSEM"), and was Founding President of PSEM's Philex
Chapter. He was awarded as the CEO of the year on Mining by

The Asset last December 14,2015 in Hong Kong and was recently
an Asia Pacific Entrepreneurship Awardee by the Enterprise Asia,
awarded November 2016.

Listed companies of which Mr. Austin is presently
a director

Philippines
o PXP Energy Corporation
e Philex Mining Corporation
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BENJAMIN S. AUSTRIA
73, Filipino citizen; first elected Independent Director on August 4,
2011; last re-elected on June 1,2018.

Academic Background:

Dr. Austria received his Bachelor of Science degree in Geology from
the University of the Philippines in 1965. He eamed his Master and
Doctorate degrees in Geology from Harvard University in 1968 and
1975, respectively. Dr. Austria retired in 2011 from the University
of the Philippines ("UP") as Professor of Geology after 45 years of
service, teaching courses in Economic Geology, Geochemistry and
Crystallography. The UP National Institute of Geological Sciences
building was completed and inaugurated while he was Director of
the Institute from 1987 to 1993.

Business and Professional Background/ Experience:

Dr. Austria is the Chairman of the Subcommittee on Energy of
the Philippine Chamber of Commerce & Industry. He is Senior
Adviser of PHINMA Petroleum & Geothermal, Inc. He is Chairman
of the Earth Sciences & Geography Division and a Director of
the Philippine Association for the Advancement of Science &
Technology, a non-stock, non-profit corporation. Dr. Austria is

a registered Geologist and was recognized as the Outstanding
Professional in the Field of Geology for 2001 by the Professional
Regulation Commission of the Philippines. He is currently a
Member of the Board of Geology of the Professional Regulation
Commission.

Listed corporations of which Dr. Austria is currently a director

Philippines
e PXP Energy Corporation (Independent Director)

EMERLINDA R. ROMAN
69, Filipino citizen; first elected Independent Director August 4,
2011; last re-elected June 1,2018

Academic Background:

Dr. Roman received her Bachelor of Science degree in Agriculture
at the University of the Philippines Los Bafios in 1972. She earned
her Master's Degree in Agribusiness Management in 1977 and
her Doctor of Business Administration (DBA) degree in 1989 from
the College of Business Administration of the University of the
Philippines Diliman.

Business and Professional Background/ Experience:

Dr.Roman is the first woman president of the University of the
Philippines where she is now Professor Emeritus at the Cesar E.A.
Virata School of Business. She has held various administrative
positions in UP - served as three-time Chancellor of the University's
flagship campus - UP Diliman, Vice- President, Secretary of the
Board of Regents and finally its President. Dr. Roman was President
when the University celebrated its centennial at which time the
university went on an aggressive fundraising campaign raising
more than P6 billion.

Dr. Roman also served as Chair of the Board of Trustees of

the International Rice Research Institute, President of the UP
Foundation, Chair of the Friends of UP in America Foundation, and
Chair of the UP Provident Fund.

She sits on the boards of Smart Communications, Inc., Digital
Telecommunications Philippines, Inc., Redondo Peninsula Energy,
and One Meralco Foundation. She is also Chair of the Board of
Advisers of Manila Tytana Colleges and a Member of the Board of
Trustees of Akademya Filipino.

Listed corporations of which Dr. Roman is currently a director

Philippines
o PXP Energy Corporation (Independent Director)
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MARILYN A. VICTORIO-AQUINO
63, Filipino citizen; first elected April 18,2013; last re-elected on
June 1,2018.

Academic Background:

Ms. Aquino graduated cum laude (class salutatorian) from the
University of the Philippines College of Law in 1980 and placed
second in the Philippine Bar Examinations.

Business and Professional Background/Experience:

Ms. Aquino's practice focused on banking, finance and securities,
construction and infrastructure, investments, mergers and
acquisitions, and mining and natural resources. Ms. Aquino was
elected as Director of the Company on April 18, 2013. She has been
a Director of Philex Mining Corporation and Philex Gold Philippines,
Inc. since December 7, 2009 and was re-elected on June 26,

2013. She is also a Director of PXP Energy Corporation. She is an
Assistant Director of First Pacific Co. Ltd. since July 2012, following
her 32-year law practice at SyCip Salazar Hernandez and Gatmaitan
Law Offices, where she was Partner from 1989 to 2012. She is the
President and Chief Executive Officer of MetroPac Movers Inc., the
logistics company of Metro Pacific Investments Corporation. She is
also the President of First Coconut Manufacturing Corporation. She
has been a Director of PremierLogistics, Inc. since January 2017,
Silangan Mindanao Mining Company, Inc. since January 2013,
Silangan Mindanao Exploration Company, Inc. since January 2013,
Lepanto Consolidated Mining Company since October 2012 and
Maynilad Water Services, Inc. since December 2012.

Listed companies of which Ms. Aquino is currently a director

Philippines

e PXP Energy Corporation

e Philex Mining Corporation

e Lepanto Consolidated Mining Company

OSCARS. REYES
72, Filipino citizen; first elected August 2, 2017; last re-elected on
June 1,2018.

Academic Background:

Mr. Reyes received his Bachelor of Arts degree in Economics from the
Ateneo de Manila University and graduated cum laude. He holds a
Diploma in Business Administration and a Certificate in Export Promotion
from the Waterloo Lutheran University and a Masters in Business
Administration from the Ateneo Graduate School of Business. He took
his Business Management Consultants and Trainers' Programs at the
Japan Productivity Center and the Asian Productivity Organization;
Program for Management Development at the Harvard Business School,
and; Commercial Management Program at the Lensbury Centre, Shell
International Petroleum Corporation.

Business and Professional Background/Experience:

Mr. Reyes is the President and Chief Executive Officer of the Manila Electric
Company. He serves as Chairman of the Board of Pepsi Cola Products
Philippines, Inc., Atimonan One Energy, Inc, PacificLight Power Pte. Ltd.,
Redondo Peninsula Energy, Inc., CIS Bayad Center, Inc,, Meralco Industrial
Engineering Services Corporation, Meralco Energy Inc.,, MRail, Inc,
Spectrum Inc,, and as Co-Chairman of Meralco PowerGen Corporation. He
is a Director of the Manila Electric Company, Manila Water Company, PLDT
Communications and Energy Ventures, Inc., Basic Energy Corporation,
Cosco Capital Inc, Clark Electric Development Corporation, Sunlife Financial
Plans, Inc., Sun Life Prosperity Funds, Grepalife Mutual Funds, MPioneer
Insurance, Inc, Petrolift Corporation, Eramen Minerals, Inc. and Asian Eye
Institute. He also serves as a member of the Advisory Council of the Bank
of the Philippine Islands and a member of the Advisory Board of PLDT, Inc.
He is Vice Chairman of the Board of One Meralco Foundation, Inc.and a
Trustee of Pilipinas Shell Foundation, Inc, EI Nido Foundation, Inc.and
SGV Foundation. Mr. Reyes was formerly Country Chairman of the Shell
companies in the Philippines, and concurrently Managing Director of Shell
Phils. Exploration BV. and President & Chief Executive Officer of Pilipinas
Shell Petroleum Corporation.

Listed companies of which Mr. Reyes is currently a director

Philippines

PXP Energy Corporation

Manila Electric Company

Manila Water Company

Pepsi Cola Products Philippines, Inc.
Basic Energy Corporation

Cosco Capital Inc.
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DIANA V. PARDO-AGUILAR
55, Filipino citizen; first elected on May 19, 2015; last re-elected on
June 1,2018.

Academic Background:

Ms. Pardo-Aguilar holds a Masters degree in Business
Administration major in International Business and Finance from
Pepperdine University, California (1988) and a Bachelor of Science
in Computer Studies from De La Salle University (1985).

Business and Professional Background/ Experience:

Ms. Pardo-Aguilar was appointed as Commissioner of the state-run
Social Security System in August 2010 and was reappointed by
President Rodrigo Duterte in 2016. She is Chairperson of the
Investment Oversight Committee and Vice Chairperson of the
Information Technology Committee; and a Member of the Risk
Management and Audit Committees. She was appointed as
Director of Security Bank Corporation since April 2017 and Chairs
the Trust Committee. She was also appointed as Chairperson of

SB Capital Investment Corporation since August 2016. She was
appointed as an Independent Director of Medical Doctor’s Inc.,

of Makati Medical Center since July 2018 and also appointed as
Chairperson of the Audit Committee since September 2018. She is
a Member of the Investment Committee of De La Salle Philippines
since July 2018. She was re-elected as one of the members of the
Board of Governors of the Employers Confederation of the Phils.
in December 2018. She is a Member of the Board of Directors of
lonics Inc., since December 2016, a Consultant Advisor to the Board
of Phil. Seven Corporation since January 2015, a Member of the
Philippine Stock Exchange's Capital Markets Development Board
since 2013, a Director of Electronic Commerce Payment Networks,
Inc., since 2004 and a Director of Wenphil Corporation since 1998.

Listed companies of which Ms. Pardo-Aguilar is currently
a director

Philippines

e PXP Energy Corporation

e Security Bank Corporation
e [ONICS, Inc.

JOSEPH H.P. NG
55, British Citizen; first elected March 21,2019

Academic Background:

Mr. Ng received an MBA and a Professional Diploma in Accountancy
from Hong Kong Polytechnic University. He is a member of the
Hong Kong Institute of Certified Public Accountants, the Association
of Chartered Certified Accountants and the Institute of Chartered
Accountants in England and Wales.

Business and Professional Background/ Experience:

Mr.Ng joined First Pacific Company Limited in 1988 from
PriceWaterhouse's audit and business advisory department in
Hong Kong and acted as the Group Treasurer and served in several
senior finance positions within the First Pacific Group, including

as the Head of Finance of the Group's regional telecom division
and a director of a number of the Group's telecom joint ventures in
India, Indonesia and PR China. Mr. Ng has acted as Executive Vice
President of First Pacific's Group Finance since May 2002. Mr. Ng is
also a Commissioner of PTIndofood Sukses Makmur Tbk.

Listed companies of which Mr. Ng is currently a director
Philippines
e PXP Energy Corporation

e Philex Mining Corporation

Indonesia
e PTIndofood Sukses Makmur Tbk (Commissioner)



30

ASCENT

STATEMENT OF MANAGEMENT’S
RESPONSIBILITY FOR FINANCIAL
STATEMENTS

The management of PXP ENERGY CORPORATION (formerly Philex Petroleum Corporation)

(“the Company”) is responsible for the preparation and fair presentation of the financial statements
including the schedules attached therein, for the five years ended December 31, 2018 and 2017, in
accordance with the prescribed financial reporting framework indicated therein, and for such internal
control as management determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company or
to cease operation, or has no realistic alternative but to so.

The Board of Directors is responsible for overseeing the Company's financial reporting process.

The Board of Directors reviews and approves the financial statements including the schedules attached
therein, and submits the same to the stockholders or members.

SyCip Gorres Velayo & Co., the independent auditor appointed by the stockholders, has audited the
financial statements of the Company in accordance with Philippine Standards on Auditing, and in its
report to the stockholders, has expressed its opinion on the fairness of presentation upon completion
of such audit.
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REPORT OF THE AUDIT COMMITTEE
T0 THE BOARD OF DIRECTORS

THE BOARD OF DIRECTORS
PXP ENERGY CORPORATION

Further to compliance with applicable corporate governance laws and rules, we confirm for 2018 as

follows:

An Independent Director chairs the Audit Committee and Board Risk & Resource Oversight
Committee, and that Committee has one (1) other independent director as member;

The Audit Committee and the Board Risk & Resource Oversight Committee held five (5) and four
(4) meetings, respectively, during the year 2018;

The Audit Committee reviewed and approved all audit services provided by SGV & Co. to PXP
Group, and related fees for such services;

The Audit Committee discussed with the PXP Internal Audit Group and SGV & Co. the overall scope
and the plans for their respective audits, and results of their examinations, their evaluation of PXP
and the Subsidiaries’ internal controls and overall quality of PXP Group's financial reporting;

The Audit Committee discussed with SGV & Co. the matters required to be discussed by the
prevailing applicable Auditing Standards. The Committee received written disclosures and

letter from SGV & Co. as required by the prevailing Independence Standards (Statement of
Independence) and discussed with the same its Independence from PXP Group and the

PXP Group management;

The Audit Committee and the Board Risk and Resource Oversight Committee conducted a

review of the Company's internal control systems and confirmed the adequacy and effectiveness of
the same.

In the performance of its oversight responsibilities, the Audit Committee reviewed and discussed
the audited financial statements of PXP for the year ended December 31, 2018 with the PXP
Group’s management, which has the primary responsibility for the financial statements, and with
SGV & Co., the PXP Group's independent auditor, which is responsible for expressing an opinion
on the conformity of PXP Group's audited financial statements with Philippine Financial Reporting
Standards (PFRS);

Based on the reviews and discussions related to No. é, subject to the limitation on its role and
responsibilities, the Audit Committee recommend to the Board of Directors the inclusion of the
Company'’s financial statements as of and for the year ended December 31, 2018 in the Company's
Annual Report to the Stockholders and to the Philippine Securities and Exchange Commission
(SEC) on Form 17-A and;

Based on a review of SGV & Co.'s performance and qualifications, including consideration of
management’s recommendation, the Audit Committee approved the appointment of SGV & Co. as
the PXP’s independent auditor for the year 2019.

In addition to the Audit Committee’s oversight responsibilities, the Audit Committee reviewed the
quarterly financial highlights or results of the Company and related material transactions for the
year 2018 that need to be reported in accordance with Philippine Financial Reporting Standards
(PFRS);

Respectfully submitted,

FrFia-r

EMERLINDA R. ROMAN
Committee Chair-Independent
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INDEFPESDENT AUDITORS REMIRT

The Stockhalders amd the Board of Dircctors
PXFP Encrgy Corporation

MF Launchiad

Rehance cormer Shondan SErcets
Mandaluvomg City

Oipinion

We have awsdited the consolsdated finamcinl statements of FXP Encrgy Corporation and its subsadianes
{the Gaouph, which compaise the consolidats] statenseats of finsncial position as ot December 31, 2008
and M7, and the consolicdated stateenents of ingome, consolidsted statements of comgprehensive income,
consalsdaied statements of changes im cquaty 2nd consolidsed stateenents of cash flows for cach of the
theee vears in the peniod ended Decembser 31, 2008, asd notes 1o the consolidated firascial stabements,
ik ludsng & susneery of significant accountng policies

In caar opinion, the accompanying comsolidaied financial staicments present fairly, m all matenal respects,
the conzalidsed financial position of the Group 2 af December 31, 2008 and 2007, and its consolidated
financial performance and its consolidated cash flows for each of the three vears in the pened ended
Decgmbeer 51, 2008 m pccordance with Philipping Financial Reporting Standands (FFRSs),

Basis for Dipinion

We conduded our audits i accordance with Philippine Standards on Auditing (FSAs). Our
resporsihilies under those standards ane forther desenbed in the Auatiror s Responribifines for she dwadi
af e Ceavrealictimieed Fngmcin! Suremenis sectvon of our report. W are independent of the Group in
sccordance with the Code of Ethics for Professional Accountants im the Fhilippines (Cadiz af Ethics)
tesgether walh e cthscal requarements thal are relevant te cur audil of the consoldated Mnanczal
statcments in the Phalippmcs, and we have fullilled sur ether cthical responsibiliics m accorlanss with
thete requiremants and the Code of Etlies. We beheve thal the audit evidenoe we have abtamed 12
suffaciont and appropnate 1o provids a bass fof our apinion.

Ry Amdit Matters

koo audit neatters are thoss mabers thal im our profssional judgement, were of most significancs im our
audil of the conseldated financial satements of the current pericd. These matters wers addiessed in the
conted of our sudi of the comsolidased financial statements as a whale, and in forming our opanion
thereon, and we do not pravide a sepasate apinion on thase matters. For cach matter beleay, car
descriptoon of how our sudst sddressed the matter is provided in that context

We have fulfilled the respoasibaliee descnboed an the Awdbiror s Resporsihilines for tie Amolit of the
Corodiokrred Financial Sunements soction of our peport, meluding in pelaton s these manters,
Aecordimgly, our audit inchaded the performanse: of procedures desagred 1o respond o car assessment of
thee sk of matenal misstatement of the coeselidued fnancial stsements. The results of our sudst
procedures, including the proceduans performed w address the matters bebow, provide the basis for owr
st opimics on ik sconmparying consoliduted financial sislensenis
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Keoovenmbility af Deferredd E0 anad {ars Explorairon Costs

As at December 31, 2018, the carrymg value of the Growp's deferred oil and gas explortion costs
amounted 1o P53 10 mallion. These deferred explomtion costs potaim 10 the expenditunes imcarned inthe
exploration stage of ils o1l and gas assets. Under fRRS 6, Exploration for and Fvalvaiton of Mineral
Rescuroes, thess delomad exploration eosts shall be assesmed for impairment when facts and
circunstandes spped that the carmymg amounts excocds the recoverable amounts. The ability of the
Ciroup to rocaver its defared oxplaratan costs would depend on the commercial vaabibity of the reserves.
W considoned thas as a key amdit matter bocawse of the matenahity of the amsount anvalved, and the

signifbcant management padgment requared in asscssing whetber there i any indication of Empatrmscnt.

The: Crroup's dsclosurcs about deformod cxplosation oot arc inchaded in Nobe 10 o the consolidatod
financeal salcmenis.

Awclit Fespseree

We plaaimad managomen s assessmenl on whether there is any indication thal deferrad cxploration costs
miay be mmpained. We revieved the summary of slatus of cech of the exploration progocts as al
Docember 31, 20018, We ingpocted the service contracts and relevant point operations agreements of cach
cxplomisn project (o datermine that the pemod for which the Groap has the Aght to asplore in the
spegific anc has pol expired and the Group bas nghis and obligations ender the comtracts theough
partscapating interests. Wi obtasned and revievosd the work program asd budget duly appaoved by the
Consartimm and the regulaiony agency. We alse obtaaned the bicst masagement discloswns regarding the
status of thear serviee contracts which suppoets the assessment of management reganding its
recoverability. We also inguined shost the existing conceesion arces that are expacted 1o be abasdosed or
any cxploration activitics that ane plansad to be discomienued i those arcas.

.i.m;wmw Ternmg af Croodhinl{

Under PFFRS, the Growp & required to ansually test the amount of goodwill for impairment. As of
Degzmber 31, 2008, the Groap's goodwill is considered significan to the consolidated fieancinl
sidements. In nddition, marggenen s ascssmenl process regaires significant judgment nad is based on
assampiions, specifically forecasted cal and gas prices, cstimated volume of resowrces and reserves,
capital expenditures, production and opemting costs and descount rade

The: Group's disclosures about goodwill are included in Mete 4 to the consolidated financial sintemenis,
Alwli response

W imvodved our mlemal specialist i evaluatimg the mabodalogics amd the assumptions weod.  These
assamptions include forecasted oil and gas prces, estimated vodume of resources and reserves, apital
expendibares, production and operating costs and discount rde. We compared the key assumptions ased
against the histonical performance of the @sh-generating unis and ctber relovant edemnal data. 'We tested
the paramaters used in the dotermination of the discounl e agaimst market data. W also reviewed the
Ciroup”s disclosuncs aboal these assumplbions to which the culcome of the impairment test i most
sengilive; spoecifically those thal have the most signaficant cffect on the determanation of the recoverable
amount of goodwill.
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{hber Information

Mlanagoment 15 responsible for the other imformation.  The ather imformation comprses the mfsrmabon
inbudied in the SEC Form 20615 (Defimitive Information Statementh, SEC Form 17-A and Anmual Repont
far the vear ended December 31, 2008, but does not include the consolidated financial stslements and our
audior’ s roport thereon.  The SEC Form 20-15 { Definitive Information Satoment), SEC Fam 17-A and
Ansual Bepon for the vear ended December 31, 2HHE are cxpoctod g be made available to ws after the
date af that asditor s repan.

Our apinion on e consalidated fnancial satements does pot cover the other infarmation and we will not
express any form ol assurmnes conchasson theroon.

Im comncetion with our audins of the consalsdated financial stalemens, our respensdhility i3 o read the
ather infarmanion idemtificd above whin B becomes availible and, = daing so, consider whetber the ather
indfiarmation is matomally imconsastent with the comsolulated fimancal statcments or our knowledge
obeained in the psdits, or otherwise appears 1o be matenally misstated.

Hesponsibilities of Mansgement and Those Charged with Governance Tfor the Consolidated

Financial Siatemenis

Masagement is responsible for the peeparatson and Bair presomation of the consolidated fimancial
statements in accordanse with PERS, and for such internal contrel as management determings is
necsssany 1o ceahle the preparation of conselidaed fimancial statcments that are free from material
misstaiemeni whether duc 1o frasd or cnorn,

In preparing the consolidated financial statements, managensed &5 responsible for assessing the Group's
ahility to continue a5 3 going concem, disclossng. as applicakle, matters relabed io going concem and
using the going concem basis of aecounting unless management either inbends (o liquidate the Groaup of (o
cense operntions, of has so realistic altemative bat 1o do so

These chargad with govemanse are responsible for oversocing the Group's financial reporting process.
Amditor"s Responsibilities far the Awdit of the Consolidated Financal Statenents

(ur abjectives are o oblaan reasonable assummce about whether ihe consolidated financial stafemenis as @
whale are free from matenal misstatement, whether doe to fraud or ermor, and 10 issue an sudior’'s report
that mcludes our opmion.  Reasonable assurance 15 a high level of assumnce, bul s nol a guarinis: thal an
audit comducted in accordance il PSAs will always detect a matenal masstatement when it exisis
Mlisstatements can anse From fraud or eror and are conssdered notenal if, mdavidually or in the
azgregate, they could reasonably be expedied to infleence the cconomic decissons of wsers taken on the
bams of these consaldated financial fatements.
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As part of an audit in accordance with PSAs, we exercise professional pedgment and masntain
professional skeplicism throaghout the asdit. We also:

= [dentify amd nssess the msks of matenal misstatement of the consoludaled financia] sintements,
wheether duse o frawsd or crror, design and perform awdil procednes responsive bo those risks, and
obaim auds evadence thal 15 sufficsont and appropmate 1o provide a bass for our opimon. The nsk of
nod detecting a matenal masstatement resulting from fraud 15 higher than for one resulting from enmor,
as fraud may imvelve collusion, forgery, imlentional amiigions, mercprosentalsons, of the ovormde of
imirnal cantral.

= (biain an understanding of intermal contrel relovand Ba the audst m onder 1o disign asdil proceduares
1kt arg appropriate in the circumstanocs, bul nod for the purpess of oxpresing an opinion on the
effectiveness of the (iroup’s mtemal control

= Evaluate the appropnatencss of sccounting policies used and the reascasbleness of accounding
cstimatis amd related disclosures made by managemont.

*  Conclade on the appropnatencss of managemsnl s wse of the going conoern bagis of accounbng amd,
based om the: amdit evidence obtained, whether a matenal uncertamty exists related 1o cvents or
conditioes that may cast signaficant deasbt on the Group's abeity b0 confinue as 2 going concern.

I wu conclude that a matemal wneemaindy cuasts, we are required to draw ationlzon in our auditor's
repudt 10 the relatod disclosancs in e consolelated financaal statements or, if such dischsanss are
imdequate, 1o madafy our opineon. Char conclusions an: based on the audit evidence obtamed ap fo
the date of our audibor s repor. However, future events or condilzens may cause the Giroup 1o ceass
5 Lonlings a8 4 going cOncCm.

= Evaluate the evonall presentation, stnscture and conlend of the consobdated financed salemonis,
including the disclosares, and whether the consolidated financial statements represent the underdyang
irnsactions amd events in a manmer that achicves far presentalion.

*  Obanin sulicient appropriate aedit ovidense regarding the finascial informaison of ihe cniifics o
asimess activities withan the Group 5o express an opinion on the coasolidated financial stxememis
We are pesponssble for the direction. sapervision and performance of the audit. 'We remain solely
respomnsshle for suar sdi opimion

W commanicate with these charged with governance segarding. among other magigrs. the plansed scope
and timing of the awsdit snd signifieast aisdit findings, inclisding any sgnificant deficiemeics in imeimal
contral that we identify dusing our audit

We nleo provide those charged with govemance with i stnbemmen that we have complead wath redevant
ethical nequirements reganding indopendence, and to commumicate with them all relationships and other
mabiers that may reasonably be thought 1o bear on our mdependence, and where applicable, relased
snfeguards,

b e S o Err N TErg Dot el
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From the matters commeanscated with those charged with govemance, we determine these matiers that
wiare of most sigmificance i the audil of the consolsdated finamcial statements of the cament penod amd
ane therefore the key amdit matters. W desonbe these matbors m our auddor’s report unboss law or
regulation precledes public disclosare about the matler or when, inexlremely e crcumsances, we
datermuine thal a matler should not be communacatod i our repoet because the adverse conscquences of
dioang so woull reasenably be cxpocted 1o outweigh the puble inborcst benelils of such communicalson

The ergapemsenl partner on the suds resalting 1w thas indepondent auditar s repan i
Adesas Bengaman . Laragosa 101

SO GORBES YELAY & OO0

S Pojom € gy

Alexis Benjarman C. Zaragoza 1l

Paminer

CPA Camificare Mo, 1092 1T

SEC Acerediestion Mo, 162 7-A (Group A
Apal 4, HHT, valid unital April 3, 2020

Tax [demtulication Mo, J4o-665-TE

BIR Accredsiation Mo, OR-00 VMR 20-H) T,
Febroary 9, M7, valsd wniil Febneary & 200340

PTR Ma. 7332637, lanasy 3, 2009, Makat Cirs

March 21, 2009
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PXPF ENERGY CORPORATION
(Tormerly Philex Petroleam Corporation)
AMND SUBSIIMARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Amounts in Thowsands, Except Par Yalee per Share and Nomber of Equity Holdersh

December 31

po L] M7
ASSETS
Carremi Assels
Casli and cash agannlents (Mole 5) PRTATY PRS00
Trnde and cther recenablics - net (MNole &) 4,740 41 585
Isneidore - nel {Mae T EREL 21,717
Uher CurTenl assets | Mode &) 13351 12 40K
Total Carvent Asscis -IE!—'I 52 750
Nomcurremi Asseis
Property amd ogquipmeont = ot (Kole ) 150, TR 20l BEE
Deferrad il and gas explontion onsis = net (Mote 10) LI 4T 2 168,308
Delerned incomne (ny assets (SNole 16) 35 S 51651
Crooadwill Mo 45 1,238 555 1,238,583
Uher noncurmenl arseis | Mok 1) EhI19 ]
Total Memcwrrem Asseis B4 0,702 RES
TOTAL ASSETS PT.24T 554 P 22EALE
LIABILITIES AND EQUITY
Cwrresi Liahdlities
Tk nuned otz ﬂ..ﬂ;ﬂ Mt 125 P1EAET Plo 410
Adiances Teom relaigd partics (Maole 17) LIIE R4 2.5 A
Imgnim kix penable 433 i
Totsl Carvent Liabilises L159.5T4 223 95
Nomcurreml Linhilities
Deferned incomse tax lisbalithes [ Nobe 16) 1115445 1,100 54%
Cehser ROnCUrmani |'I:I:Ii|i.l-H.!N:I!'l'.':|'l.rﬂ 21§ 191 EI-‘F I'.I'I.I-I?I?i
Tolal Newcwrreml Liabilitees 1. JBE Rk 1 2040, 545t
Total Liabsilitics B s 4,226 41
Equity Afrributahle o Equity Holders of the Pareal Cosspany
Capinal stock - F1 pa value (Mate 15

Antlviraeed - o, RO DME)LO0E Somimen shares
Tt o bz ribsnd - | S0 000 00N Gamnimon shases in JOIE.

1, W0 DR cmnmaon shares in 20T 1.l sl (RS LIELLT
Addstional paid-in capital (Hote 15§ LRI -
Subscrption neccivalie (Nole 15) (2310, T5E)

Eguity resénves (Noled 4 and 15) el 12202
Drelicut (571,73 (120446928
Cumulative trnslation adpsdmeni om foreign subsidsaries 153 Kb i, 4R

1. 3T4 45K I ATR
Noa-controlling interests (Molc |55 T AT il 1308 4BE
Tatal Eqpaity 3,TEIAIE 002,116
TOTAL LIABILITIES AND tg_nrn- I_EEEE!:C l'_ﬂjiﬂ{:li

Sev arcomparyveg Noben b | mlﬂiﬂftmﬁ.ﬂmmﬁ
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AND SUBSIIMARIES

PXPF ENERGY CORPORATION
(Tormerly Philex Petroleam Corporation)

CONSOLIDATED STATEMENTS OF INCOME

(Amounts in Thowsands, Except Loss per Share)

Years Emnded December 31

018 W7 2016
PETROLEUM REVENSUES (Mot 22) P07, 924 Ping 445 POl A7e
COSTS AND EXPENSES
Petrolcum production costs (Mote 1 3) 130973 108, E51 115405
Ciencral and admmstratne axpenscs (Mole 13) "J'E-I'I.T J0TTH 554 5_
111,590 158 227 [ U
OTHER INCOME (CHARGES)
Foragn exchange gains - met 18,685 [RE [1] 13,3481
Imterest imeams: | Male S) 2.7 3.744% 33016
Imlerest expensc (Mote ¥) [T} {130 {120
Beverzal of (provetian for) impairment and ko
on wribe-aff of assels - net (Note 14) = (4.575) 4748
Oibers = = {748}
I 408 (0, 10y TR
LOSS BEFORE INCOME TAMN (92061 ) {54887 {48, Tl
PROYVISION FOR (BESEFIT FROM )
INCOME TAX (satc 16)
Curried (1M [ (£ 73
D Farmed! 3267 2150 {12,300}
4.570 2256 12317
NET LSS 1”‘5._1&” lIF."?.H:ﬂ H".':ﬁ..’w!t
NET LSS ATTRIBUTAERLE Ti:
Equity holders of the Parent Compasy (ETTO2E) (R0 125y {F22 3652}
Momecanirolling interesis {15403 ) {18,401 Ep {14,025
1”&-1_3-” IP.WLIH {6 3R T)
BASIC! DILUTED LOSS PER SIMRE.{Hut_:lI] (POLDAS ) (P02 (PO

Sev proompon e Vored b Donsodidmed Fsooan! Saormesens
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PXPF ENERGY CORPORATION
(Tormerly Philex Petroleam Corporation)
AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Amounts in Thowsands)
Years Ended Decemibser X1
P E] M7 il
NET LSS (PG, 4300 (PAT, 1455 (P36 58Ty
OTHER COMPREHENSIVE I NCOME
e fo b rrctassifced e proe or lres
iy suhigquent il
G on transkateen of forcign subsadians 16, 485 10,552 128 543
TOTAL COMPREHENSIVE INCOME { LOSS) P02 (P6,551) PO U565
TOTAL COMPREHENSIVE INCOME (LOS5)
ATTRIBUTABLE T
Equity holders of the Parent Compasy PE50 (P3XEEE) Pil6I2
Mom-conirolling interesis 9,472 N 40 344
Fllil.'ll_.“ll LHh..*i:'l-I] P 954

Fiew evowmon iy Tnll'n A f'rmfu&!’nf;mﬂ.":mlmh
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PXPF ENERGY CORPORATION
(Tormerly Philex Petroleam Corporation)
AND SUBSIIMARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Amounts in Thowsands)

Wears Ended December 3
L] Hii? Tl
CASH FLI'WS FROM OPERATING ACTIVITIES
Lisda Belode incomas 1as (PR ) (P EET) (B4R TR
Adpeiliments [
Deplcticm and deprociation {Mole 17} [t 1510 o
Unrealised forogn exchange beiaes igams) - nel (17, 2y 146 (1334103
Inieresi income (Mode 5) (2, T9b) L1 Td9y L1 306)
Inicrest expense and other dianges (Mole 95 T 130 [ 1295}
Prrowisscm and reversal of impairmont and
loss on winie=oll of asscés - nel (Mobe 14) = 4 478 4. 74%)
Operatmg ks beliore norking Gapital changes (50, TOTH [REXET )] {20 2T
Decreass: {mcrease] in:
Trak: and othar recenables - mel 15 gar 1 s TeToR
Invembories - mel {7 vy e L] {5731
Cher currend asscis (592) 148 15975
Imcreare idecreare) im irade and other pavables 180T {4 A4 ) 13,440
Ml cash pencrated [Foim (usod =) opceations (2R A0TH (15 65Ky 16 1%
[mberasl pocmoed TaTE 1. T4% R [
Imonime Excs (k] (100K [ETN]
Pzl st Mows prow idsod By {usad in) operaliog sctmalics (21 5E3) (R L] b
CASH FLOWSE FROM INVESTING ACTIVITIES
Addutions 1o:
Deferred oil and pas explombion cos = net
{oics 10 and 22) (B0 S50y (b2 O (LS B
Propemy and squigenzni = net {Mote %) (1,230} (6T5) {5250)
Imscrescee (dhecress b i odher nomcumen sssels (MNote 1) (S {14295 pLE LS}
Pn'-:nrtnrc-ndlumd:}wﬁp&mc 14K - - {1,654
izl cash Mows weed in isnesting aciivilics IHT AR il 20T R if GTE)
CASH FLOWS FROM FINANCING ACTIVITIES
Depcevase n sdvances from relaied pamies (Mo 17) (THI 30 (R 200 (343}
L ils. Frosn | shares subscaipisom (Peote 15) 70250 - =
Imereaie (decreans) in ather noncurrent lubilitics 4,7H (1.ET75) -
Proscoods. From issuamcs of subsidian s non shares (SMole 15) = 106 550 =
Acquisition ol non-controlling micrs (Mot 15) - (7. T0Ey
Acauisition by mbsidiary ol own theres (Mol 15§ - (9. TEE) =
taipl sl Mo wrigel i Nnaaging sin digs [ BB [ Ty (343}
EFFECT OF EXCHANGE BATE CHANGES ON
CASH AND CASH EQUIVALENTS 7 {1550 1338
NET INCREASE (DECREASE) 1N CASH
ANDCASH EQUIVALENTS {107 a5 [ RN ] i
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR L5005 £71 141 L 114
CASH AND CASH EQUIVALENTS
AT END OF YEAR (Mot 5) BRIITY [ R EET1 W0

N i A g Turn F] r'ummq!;hmﬂhrrmﬂn
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PXPF ENERGY CORPORATION
(Tormerly Philex Petroleam Corporation)

AND SUBSIIMARIES

ROTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in Thowsands, Except Amouants per Unit and YNamber of Shares)

Corporate Information, States of Business Operations, and Auhorization for lsswance of the
Consolidsted Finamcisl Siatements

Corporaie Enformation

FXP Encrgy Corporation {formerly Philex Petrodoam Corporation, the Parent Company or PXF) was
imcorpombed in the Philippimes on December 27, 2007 to camy on basinesses related to any and all
kinds of peiroleom and petrolcum prodocis, mincral cals, and other sources of cnergy, The Parcnt
Company was subsoquently listed on the Plilippine Stock Exchange (FSE) om Septensher 12, J01 1

O September 24, 2010, PXP acgaired from Plalex Minmg Corporation {PMC) all of its imvestmend in
ik shares of stock of FEC Resouroes, Ing, (FEC) comsisting of 225 (00,000 shanes representing 51, 24%
onnership mlerest al a purchase price of P342,338. As a resull of the acquisition of FEC, which at that
tmaz hecld 25 63%% owmorship inkerest m Forum Enorgy Lamated (FEL), the mamber af shares owned and
controlled by PXF in FEL thercafler totaled 1o X1 503 7kl shares, which represented at that time
b A5% ovwnership interest im FEL. In 2002, cortain directors amd emploves of FEL cwrcised thair
oplion over X, B5 (HHD commaon shares. As a result, the onnershap mterest of PXP and FEC m FEL was
diluted 1o 36 44% and 24 05%, respectively.

U Apnl 5. 2003, X inercased s sharcholding an Mtkin Petrodoum Lnted (Pitken), a eompany
imcarporatad and registered in the United Rangdom (UK} of Great Brtam and Mosthem Irclansd om
Apnl 6, HHE, fron 18 46% o 50_28% throagh the subscnption of 110, now common shanes and
purchase of 36,408 (04 shares from oxisting sharchalders at USS0.T2 per share. This resulled 1o PXP
obtalmng contral aver Pitkin.

Un July 2, 2004, PAF surrendered 2 000K al i shares held in Pokan fellowang the laser's tonder
offier 1o buy back 11,972,500 shares, cqaivalont s 8. 55% of all sharcs outstanding as of tha date, for a
consideration of USS1.00 per share. Pikin recctved a wtal of 11054 000 shares surrendenod from i
cxistmg sharcholders. The share bayback transsction resulled to an mercase in BXP's onmorship in
Pitkis from 50.28% o 33.07%.

In May 2005, Paksn tendered an offer fo bay back a3 oulstanding sharcs for a considaration
UES0. 73 per shase. The Parent Compasy and ihe non-controlling intereats (NCT) owners surrendered
21373000 showres and 19,4990, 3000 shares. respoctively. Folbowimg this transsction, PXP s isteres in
Pitkis has inercased from 53079 w 53 45%

In Jumz 2015, PXP boughs 2,383,777 shases from NCI ocomers of FEL for Hi Bratish Pesge per share
for o vial consideration of P33E%0, Then in MNovember of 2003, PXP fanher parchased 2000, 0560
shares of FEL from FEC for 21 Bratish Penee per shang for o total cossideration of BELE 16, Following
ibese tmnsactions, PXP s micrest in FEL increased from 36 44% 0 48 715

In Janeary 2006, FEC cancelied mts 30,000,000 shargs previewshy held wnder cscrow, As p resuly,
PXPs ownership inberest in FEC inercased feom 31 24% 00 54.90%,
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In Febeuary 2016, its Rwmier ullimate parent PMC. o company iscorported & the Philippancs asd
whese shares of stock are lsted i the PSE. declased 3 pontion of s shases im the Parnl Company x5
property dividends to ol of PMC's siockholders. This resulied im PMC bosing control cver PXF, The
dividends were distrisbused om July 15, 2016

On March 9, 2016, PXP's Board of Directors (BOD), approved to change its corporate name from
Philiex Petroleum Comporation ta PXP Energy Corporation

On Febnuary 1T, 2017, Prikan tendered s offer to buvback 11,430,500 of its onn shares for a
considernbion of LUSS0.15 per shore The Parent Company sormendered 6, 107,000 ghares for a
considerabion of FIOT.TIT, while the NCI onmers surrendered its propofionsie sinke of 5.32% 500
sharcs for a total pavment of FO2,78%, The transaction did not dhange the ownership perceniages for
both PXP and MOl ownirs

On March 23, 2007, PXP entered inte an agreemsent with FEL and Forum (GSEC 101) Limited
(FGSECL) to capitalize a part of the maturing leag-lerm lean of FGSECL fram PXP amousting b
UISE11,®05 inta 39,350,920 new common shanes of FEL at USS.030 per share, On May 17, 2007, PXP
besaght am additsonall inyestment of 1,185 000 ghares from Asaa Link BV, a1 USS0.30 per share, fora
tdal conssderatson al’ BT TS, Un Movember 23, 2007, PXIFF entorcd into an agroomemd o by
LML) FEL sharcs beld by FEC at USS0.30 per sharo for a tolal consideramon of FI15,21%.
Ag a rcsult of these ramsactans, PXIP's ceomonuic intercit in FEL mnercased From 58 90% o 75.92%
(see Motz 2)

On Ocrober 26, 2008, FXF, PMC, and Denmison Holdings Corporatian (DHE) signed a subscription
agroement whorcin PMC and DHC subseribed 1o 2600000000 and 340000, 4 commson sharcs of
PRP, respectively, for a weal conssderation of 3081000 and P4029 00, respectvely, The agrecncnd
veins approved by the BOD on October 25, 2008 (see Moie 15) On Docember 27, 2018, PMC paid the
28% devnpasmest of BIT0 240 As a resull af the transsction, PO s 1otal eonership interest m PXP
imcreased from 19, 76% 1o 30 40% as a1 Decomber 31, 2018 Upon full payment of both PAMC and DHC,
tedal estimaied oanership interest im PXP will be 22 90% and 4. 78%, respeciively.

The Parant Compasy's registerod business addness 8 2T LasnchPad, Relmans: commor Shendan Sireets,
Mandaleyeng City.

Harsaness Opcrmnices
The forcgoing Companics are colbectively refemed to as “the Group” whese revensse is dernved prisarily
From ol and gas assets in the Fhilippines.,

PXT Pareni Comparg:

The Pareni Company’s peencipal asset is p 50% operaimg imterest in Service Contragt (80 73, It covers
an arex of &, 160 square Kikomssters im the Monhwesi (MW Palawan Basin However, due in a firge
mayewre isswed by the Depariment of Encrgy (DOE) oa Decensher 27, MILS, explomtion activities in
ilse arga are tempomnly suspendsd as of December 31, 2008

O Dctober 31, HHE, PXP submatted io the DOE the proposed work program and hadget for 209
consistimg mainly of license adminsstration costs and a contingent 30 seismac survey of af keast 1,000
sgaare Kilomsters that will be conducted once the @rce meyeure 15 lified. The survey will fulfill the
Consorimum s minimum work commitmend under sub phase (SP) X
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EEL g ais subrifiaries

FEL's pringapal asset is a 7% imterest in SC 72 which covers an area of 8,200 squase kilomaters in the
‘West Philippine Sea. FEL is scheduled io accomplish its 5P 2 of explorateon activities from
August 200 to Awsgusi 2003, However, due to marifime dispaies between the Philippime and Chimese
govermmenis, the SC is under force mopewre ned exploration activaties i the anen are tempomnly
suspended as ot December 31, 2018

Thee Libertsd Field usder its 10026 interest m SC 40 located in Bego City, Ceba had been shut-in since
August 2015, It was deemed that FEL would not be able fo resume opeorations due (o pressure-nelated
probilems in the L95-1 produciion well. Thus, FEL decided to decommissson the ficld and to plag and
nbandon (P&A) the L9501 well permomently. A P&A progmm wos approved by the DOE on
August |, 2017

O Movember 11, 2007, FEL s contractor Deson Ing. was able to seccegssfully plug and abandon the
L25=1 well. As a result, the Groap bas recognized provision for impaarment of propery and eguipmend
amounting 16 PI5211 (wc Note ¥l Explomabon activitics m other sob-blocks withim 50 40 wall
conk .

In Deccmber 2018, the DOE direeted FEL 1o roguest for the Lflng of the force majewee over
a0 T2, Such roguest was mads throwgh a lator sent by FEL 10 DOE on Decombor 21, 2018 A a soracs
contractor m 530 T2, FEL i bound by DOE's dircctive over the lifting of the force mayewre and the
resumption of activitics in 5C T2

Fivkars areed 005 swberclirres

Pitkin is an milermational upsbream oal and Al groap, rﬂﬁnﬂ. prinh.n|_1.' in e :-npm[il:lﬁ. nplur.!.hnu
and developmsal of ol and gas properscs and the produstion of Bydrocarbon products sk operatons
in Poma. Pitkin's principal assat s 23% interest in Pono Blodk £-3%. The Block's operator, Karoon (ias
Ausraha Ine. (Karoon), holds 40% intenes.

Effcetive Septensher 12, 2018, Perupetro approved the kifang of force mageure n Block £-38 upon
Raroons megacst. The Consonmm plans to drill Marina X well im the st quamer of 2020, The thard
cxplosation period will expine on July 1, 2020,

Begovery of Defonad Oil and Geas Explorason Costs

T Giroasp's ability te realize s deferred oil and gas explonstion costs amounting oo P55 10,477 and
P35 168308 s ot Docember 31, J00E asd 307, respectively (see Nobe 100} depends on the spocess of
its explomtion asd future development work in proving the viability of its oil and gas propertics to
produce ol and gas in commereial qaantitics, which cannod be dctermincd wet ab this Bme The
consolidated financial ststements do not include any ndjastment that nuight resuli from this uncenaingy.

Aughmzati ssuange af ke Consoludnicd Finangis LSTENL

The accompanying consolicdaed financial staicrsenis of the Group a5 at December 31, 2008 and 3007,
and for cach of the three vears im the pereod ended Diecember 31, 301E, were asthonized for issuance
b thee BODY o March 21, X019



PXP Energy Corporation Annual Report 2018

45

2. Basi of Preparation, Statement of Compliance and Summary of Significant Acconnting Policies

Basis of Propastion
The consolidated fnancal sarements of the Group have boen prepared on a hastorical cost basiz. The
consolsdated fGnancial statements are presenled i Philippine Pesa (Peso). which s the Parem
Company's functiosal and reponling currency, roundod to the noarca thousand (BM) cxeept when
othernise indicated

Statemenl of Compliance
T consolidated finangial sintements of the Group have been prepared in sogondance with Fhilipping
Financial Repeating Standards (PFRSs),

hlhe 1F1 % et F AT ST 'i.'-.' A ol = LU

The: peeousting policess adopted are consistent with those of the previous fisancial vear, except that the
Girowap bas adopted the follewing new accomnting promouncements starting Jasuary 1, 2008, Adoption
of these proncuncements did not have any sigmificast impact on the Group's finangial posinon or
performamcs unless othenvize indicated

*  Amcndments 1o PFRS 2, Share-based Paymen, Clossifroaman and Weareremen? of Mure-Soied
Pyt romsoctions

s PFRS 9 Fomaacral frsirumems

PFRS ¥ Firascial lestramests replaces PAS 30 Flmancial fasirmmenrs: Recogrunon aad Meguremens
for ansmal periods beginmng on or after Jasuary 1, 2008, bringing together all thieg aspects of the
accounting for financial snaruments: classification and measurement; impasment; and bedge
pCCounting

Thez Group applied PFRS @ prospectively, with an imitial application dste of | Jasuary 2018, The Group
has ot resiated the compamtive imformation, which continecs 1o be reporied under PAS 39 The cffocts
of adopting PFRS 9 o at lanuary 1, 2015 has no naterial impact to the Growp's consolidsied financial
ELElEneETils

o Clasyfoation amd moasuremenr
Urder PFRS 9, debt imstruments ane sshseguently measured at faur vahse through profit or ks
(FYTPLYL amorized oost, or far valoe through ather comprehonsave moome (FYOCT). The
classification 15 hased on tao emena the Group's busmess madel for managing the aseets: and
whether the mstrumsents’ contractual cazh flows represent “solehy panments of principal amd
mnilerest on the principal amoust culslanding.

The asscssmient of the Group's busines model was made a5 of the date of inatial application,
Jamuary 1, 2 E. The assessment af whether contracisl cash flows on debd mstrumonts are solely
compasod of prncipal and intonest was made based on the ets and circumstaness as al the inisl
recopnilion of the asscts
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The ¢lassification and measurensent requirements of PFRS % did mot have a ssgnaficant impact on
the Growp, The Geoup continss] mersuseng at i valuge all fimancial assets previcssly beld af Gie
value under PAS 39, The following are the changes in the classification of the Group's financial
nssels

w  Cash, encept cash on hamd, recernvables and refandable doposits previoasly classifiod as koans
and receivables as at Docember 31, 2017 are held 10 colleet comtracoual cash flows and gave
mse bo cash flows mpresenling salely payments of prncipal asd intorest. These are classafiod
and maasurod as Debd insirements at amonoeod cost beginmng January |, 2005

The Gromp has st dessgraced amy finanesal liabalsises a8 a0 FYTPL. There are no changes i
classification and measarement for the Group's Anascal labaliies

I samenary. upen the sdopteon of PFRS 9, the Growp had Be following raquinad o elocted
reclassificalions as o Jasuary 1, 2018

FFES % meswmrement calegory
Amouni Amoriiecd ool

FAS 3% miidim e el c8lcpoar

I owiwea aiiiad Fecodradley

Cacdi and cash equivalents;
excluding cash on has) PES0O2Y P430022
Tende receivaliles 1097 30197
Chlscrs 1 3505 12, MK
[TITREL LT RE]

{mpairment

The adoption of PFRS U has fundamentally changed the Group's sccoanting for impairment |osses
for fimancial assets by replacing PAS 30%s meurred loss approsch with a fornand-looking expectad
crodin boss (ECL) approsch. PFRS 9 regquines the Group 1o eogniee an allowance for ECLs for all
b mnstrumsents nod beld an FYTPL and comract asscts.

Upon adopteon of FFRS %, impairment losses id sot reduce the carmving asnoant of the Geoup's
cash and cash cquavalents, imde and other reccivabldes as ot Jammsry 1, 2018

Hedge soomanimg

The Group has no existing hedge relaionships s af December 31, 2007, thus will not have an
impact o i consolideted financial seatements of the Growp,

Amendments 1o PFRS 4, Appditag MERN B Fraanctal Incrrumenis with PEEN 3 Insmrarce Comtroots

PFRS |3, Reverue from Comereces wivh Crsnomers

PFRS 13 supersedes PAS |8 Revenae and relstod Interpretations and @ applice. with limited excegitions,
to all revenus arissng From comtracts with fis customers. PFRS 13 catablishes o five-step mods] to
pegomnd fog pevenug arigang from costracts with customers amd roquires thag revense be rocognarad ag
an amousnt that reflects the considerstson to which an emtity expects 1o be entitled in exchange for
tmnsfering goods or services 10 o custoener
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FFRS 15 roquires entiics fo exercise judgemend, tnking into cossideration all of the relevant facts amd
circumstancss when applying each step of the msodel to conteacts with thedr customers, The stasdard
also specifies the accounting for the incremental costs of obtaining o comtract and the costs directly
relzied g0 fislfilling & coniract. In pddivios, the standard requires extensive disclosares,

Forum Encrgy Philippancs Compemtion (FEPCO), the revenue gememting subsdiary of the Groap is m
waricas joimt operations arrangemenis, which has producieg ficlds from SC 14 A-B Nido=Matinkoc and
SC 1400 Gadoe, The reverme generated by the Consontmm comes froms the sale of patroleum producis
from these fickds 1o is pnmany castoners, In thes regard, FEPC O recognizes its shane in revenue from
ke joint operation. As al December 31, 2008 and 2017, the Growp’s joint armngement is in the form of
n point opemntion, and is sccounted for i pocordance with FFRS 1], Sfonaf Arrangemenrs

The Giroup assessed that the adoption of PFRS 15 has no nodenial impact since the Group's main source
off revenees i from M shane im revenwse from the jointl operation. Under PFES 15, an entity ghall apply
1he new standard fo all contracts with customers, cxcept for comtrachaal nghts and chlgations that an
within the scope of PFRS |1

The adaption of PFES 15 do not have a malenial impact on the comsolidated financial position,
consolidated “atements of income, comsolidatod stabaments of sther comprchensive income of the
Ciroaap's comsaladatod eperatmg, mveting, and financing cash fows,

¢ Amendmenis to PAS 3R, fevesimends i dssocrares and oo Pemures, Marsuring an Assogiie ar
St Verture ar Faie Falwe (Part of Arsal Tssprovements oo PERS: 2014 - 2006 Cuele)

e Amendments o PAS 40, dnesteeear Propesty, Dreasfers of Imeesimen? Praperiy

#  Philippine Interprctateon IFRIC-22, Foveign Curreacy Frorurctions amd dobermee Convideraion

mdanls amd Entcapretaticns siad bl st vt [

Proncancemenis issued but not var effestive are listed beloay, Unbess stheraise indicamed. the Groap
disgs mot expect that the future adoption of the said proncuncensenis wall have a sigaificant impuact on
its financial statements. The Group intends 1o adopt the fllowing pronouncements when they becoms

effective
Fifeenve Begraning an ar afer Jamary [ 2009
¢ Amcndments to PFRS 9 Prepayment Featseres winh Negoine Compensarian

Undier FFRS 9, a debt instrument can be mecasurod a1 amonized oost or o FVOCT, provedod that
the conraciual cash Bows ane ‘solely payments of prinapal and micress on the principal amount
cutstanding’ (the SPP criteron) and the instrument s beld within the appropriale business model
for that classification. The amendments to PFRS 9 dlanfy (hat a financial assa passcs the SPF
critemson rogandioss of the cvent or earcumestance Lhal cusses (e carly lermination af the contrct
and irrespeetnve of which party pays o reseives reasonablde compensation for the carlly termination
of the comtract. The amcndments should be applicd rtrospoctively and ane cfficctive From
Jamuary 1, 9 with carlier apphcation permitiod

Thise amcndments hase ne ingad on the consolidatad Amacial saements af the Group.
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PFRS 16, Leases

PFRS 16 sc1s oul the prnciples for the rocogmition, measwrement, peescntation and disclosure of
leases and requires lesoes o accoumt for all kases ander a vmgle on-balasse sheet madel simalar
o the accousting Tof fnamde leases under PAS 17, Parees, The standand inchides two fecognition
cxemiplions for lestocs — leases ol “low-valee' assets fep . personal computers) and shon-erm
beases (ie. heases with o lease term of 12 mosths or less). AL the commencensent date of o lease, a
kessee will recognies a liabilsy to make lease pavments (e, the lase labilay) and am assal
roprescnling the right 1o ase the underlying asset during the lease lerm (1.c., the Aght-af-use assa).
Lessecs will be requirad to separately recognize the inferest expense on the lease liabiliny and the
depreciation experse on the Aght-ol-ese asse

Lessees will by also required to remessure the base liabibliny upon the oceurnenee of cenaim cvents
(e.g. o change in the lease term, o change in future lease pavments resulting from o change in an
imdex o mage used to determing those paavments]. The lessee will gememlly recognize the amoant of
the emeasurement of the kase liability as an adjestment to the night-pf-use assc

Lessor pccounting under PFRS 16 is subsinngially unchanged from today's accounting umder
PAS 17, Lessors will continme 1o classify all leases wsing the snme clssification pringiple as in
PAS 17 and distimguish between two fypes of keases: operating and finonce leases

PFES |6 also reguires lessees and lessors 1o make more extensive dischosures than under PAS 17

A lessee can choose 1o apply the standard usmng cither o full netrospective or o modified
reirespeciive approach, The standard’s tmnsibion provisions permif ceriam nelicfs

The Ciroup plans o apply the medified relrespective approach wpon adopteon of PFRS 16 in 2004
and elecis to apply the standard to conimcts that were previcusly wentified as leases apphving
PAS |7 and Phalippme Inferpretation IFRIC =), Defermimimg whether on Arrangemenr combarns o
Lowse, The Cooup will therefore not apply the standard 10 comtracts that were not previously
identified as containang a lease applying PAS |7 and Philippine Inferpretation IFRIC-4.

The Giroup also elects to wse the exemptions proaaded by the standard on lease contracts for whach
the kease terms ends within 12 months ag of the date of mitial applicabon, and kease contracts for
which the underly ing asset i of low value.

The accoumtang for oporating beases where the Groap ads as the kssec will sagnaficantly change
dhac b e adoplson of FFRS 16, A of December 31, 2018, the Group ks non-cancellable operating
lease commitments of F206. OF these commitnenits, P6T are bow-valae leases for whach tha CGroap
will cantimse 16 reeognins the assocatod base payments in prafit ar ks on 3 strasght line basis.

In addition, on Fobruary 1, 2019 PXP entered inbo a on-cancd lable operating lease contract with
Silangan Mindanao Mming Corporation, Ine. (SMMC), for a penod of one (1) vear commensing
on Febneary 1, 2009 up vo Jansary 31, 2020 The kease agreement has a wolal asnual pavmest of
B4 282 and & rencwable 3 ibe option of cither pany. subject ta mutually agreod upan temms and
comditions. The comract requires PXP 1o pay sccunly deposit amsoumting o P37, nhich
relundable within 60 davs from the termanation of the contract (see Mote 33),

For the romaming bease commilmenis, b Group oxpocts o recogniss mght-of-use assals of

BI03%0, jease [aabilivics of F10,347 a8 of Febroare 1. 2009, Overall. the Group's equity will be
B33 higher apon irstel adopieon of the new leases standard,
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Moaing forward, the Group's cagh flows from opersting adtivities will increase amd cagh flows
from finamcing cash flens will decreass as repayment of ke principal portion of the lease labilities
will be classified as cash flows from financing activities.

Amendments 1o PAS |9 Emplopve Bencfies, Plon Amercmens, Crrranlmenr ar Semlesici

The amendments @ PAS 19 address the acecanting when a plan amesdmen, cumailment or
setllement ooiurs during a repoming peniad. The amendments specify thal vilson a plan amendment,
curtailment or setilement oecurs duning the ansual reposting periad, am entity 18 regaired mo

= Dtermine curmemt servide cost for the remaincder of the pemod after the plan amendment,
cumailment of scitlement. wsing the sctuarial assumplions wsed to emexsure the nat defised
benclit labilicy {asset) rellectimg the benelils offered under the plas and the plas assets after
that cvemi

s [etemmine net isterest For the remamder of the peniod aficr the plan amendmcnl. cumaibment
o settlement wsing: the net defined benefit liabdliy {assct) reflecting the benefits offered under
the plan and the plam assets after that event: and the discoust e used to remcasure that net
defined benefit labiliny (xsscth

The anscadimonts alsa elanly that an entity first determines any past soraco cost, oF a gain or ks
oa sclilement, withoul considermg the cffoct of the assal coiling. This ansount is recogrized in
mﬁlwh:.ﬁnrﬂh; Ihmddnmjnr:ﬂtcﬁnrlnflhrﬂ.ndcrdm&dﬂ:rllrphnmﬁnm
curtnlment or scitlement. Any changa in that ofTect, excluding amounts includcd im the nel micrest,
i2 recogrized i other comprehonsive incame (OCTL

The amendmcnts apply to plan amendmonts, curtailments, or scilements eocarring o of afler the
beginning of the frst annual reponeng period that begins on or afer Januany 1, 2009, with cardy
application permited. These amendmments banve no impact on the consolidated Araneaal siatements
of the Group.

Amendments to PAS 28, Lorpderm fnferesns in Assocuaies and Joar Verres

The amendments clanfy that an entity applics PFRS 9 10 long -fcrm intenesls in an asseciate or joant
venfure to which the equity method i mot applicd bt that, i substance, form part of the net
myestmend in the associabe or joint ventere (long-term inberests). This clanfication 15 relevand
because i implies that the expected credit loss model in FFRS @ applics to ssch long-term inferests,

The ascndments also clanficd that, in applyang PFRS 9, an entity docs nod take acooum of any
losses of the associnte o jomt vemhare, or any inpairment losses on the net investment, recogmized
as adjestments to the net isvestment in the assocEnte or joist ventare that anse from spplyisg
PAS IR,

The: amendments should be xpplicd reirospectively amd are effective from Jasuary | 29, with
carly application permigted, The Group is currently asseesing the impact of adopting PAS 28

Phalyppine Interpretation IFRIC=-23, Uncefaimty over Income Tax Treabments
The antarpretason addresscs the accounting for imcome et when tax trealments mvedve
umcertainty that affedts the application of PA% 12, Income Taxcs, and docs not apphy 1o s or

levics cutsade the scope of PAS 12, nor does it spocifically nclude roquircments relating b mberest
and pemaltics assaciated with wneemam 1ax resimonls.
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The interpratation specifically addresses the following:

Whether an oty consders anoeram By trealments separately

The assumplions an entity makes about the examipation of tax Wweatments by axaton
autharnilie

How an emlity detormancs taxabds pmﬁl! Max koss), Ay bascs, upmscd s losscs, ummiod tax
erodiz and tax mates

Haw an catily considers changes in facts and arcomslanocs

Am entity must determine whether to conssder each uncerinn inx trestment sepamtely or tngether
with oneor more other wncertain tax treabments. The approach that better predicts the resolution of
the uncerzanty should be folkowed.

This istcrpretation i3 mol relevant 1o the Groap bociass there 5 mo uneatainty invelved in the tax
treatments made by managemseni in commection with the calenlation of current and defierned 1axes
ag of December 31, 2018 and 2017

Arnmal fmprovements fo FFRSE 30152007 Cvcle

Amendments o PFRS 3, Hwnmess Combragions, snd PFRS 11, et drsoogemens,
Previess{y Held fnterear in a dotnr Operarton

The amendmends clanfyv thal, whon an onifty obilams control of a business that 1= a joant
cperation, il applics the requirements for a business combanation achieved in stages, including
remnsunng proviously held interests im the axsets amd linbalities of the joint opemticn at Eair
vilue, In doing 50, the acguirer romcswnes is eolire provsously badd imterest mthe joind
operation.

A party that participades im, but docs not have point control of, a joant opeomtion might obtain
poied eomtral of the paist eperatian in which the activity of the joint opention constifules a
busniss as defined in PFRS 3, The amendmenmts clanfy that the previoasly held mierests in
thal janl aperalion ane nol rencasurnsd

An enity applics thoso amend ncmts i busancss combmatsons for whach the acquesition date s
on or afler the beginning of the firgl annual reporting period  beginning on or afber
January 1, 2009 and we transactions in which 0 obtains point contrel on of afker the beginmng
al the first annual repaning period beginming an o afler Janwary 1, 2019, with carly application
permitled. These amendments are cummently pol applcable o the Groap but nay apphy 1o futune
transacisns.

Amendments 10 PAS 12, ficome Tox Conceguences of Paymiemts onr Firmancial fastruments
Clavsrfied av Fgminy

The amendments clardy that e income L consequences of drvidends are linked more direcily
Bir paisd Fanssc tions of ovenls that generated distribatable profits than 1o destribwations g oaners.
Therelore, an cmly recogrizes the income tax comsoquencds of dividends in profi or bass, OC|
af egquity according o where the entaty orginally razognieal these past irensacons of cvenls.

An entity apples those amendmsents for annual reponting penods beginaing on or afler

Banuary 1. 2019, with casly spplicstion is permined. These amendments are not applicable 1o
the Group.
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= Amendments 1o PAS 23, Barrowing Conts, Borrowimg Cosre Eligrbile for Capiialization

The amendments clarify that an ey treais &5 part of genea! borrowings any borronang
criginally made to develop o gualifving asset when subsantially all of the getivitics mecessan
o prepane that asset for s inteeded wse or sale are complae,

An entity applics those amendments to borowing costs incurred on or after the beginming of
the ammual repontiesg peried in whech the entity first applics those amendmenis, An enbity
applics those amendments for onmual reporting periods beginneng on o after January |, 2009,
with carly application permiticd

Smce the Group’s cament practice i in lime with these amendments, the (froup does not expect
amy effect on ils consolidated financial statements wpon adopdion

Fffective begfandng an or affer Jamsary f, X260

Amendmenis io FFRS 3, Defminon of @ Busmess

The amendments 10 PFFRS 3 clanfy the minimum roquirements (o be a business, wmove the
asscasment of 3 market parsespant's abaliny 1o replace mmssing clemems, and narmow the delimition
of paipais. The amendments also add gaidance to assess whether an sequined process i ashstmnine
and a8 illustratve examples. An optsanal fair value consentration test is introdusad which permats
a simplaficd asscssment of whethor an acqeired st of activitics and asscts @ mol a business,

Am catity applics those amendmonts prospoctively for annisd reporting peniods. beginaing on or
affter January 1, 2020, with earlser application permitied

Thise anwndmants wall spply on future basimss combinations of the Group,

Amendments to PAS |, Presemistion of Fiaamoad Sratements, and PAS B, Accomminag Policies,
Changes m Aooowaiing Estmodes and Errors, Defimirion of Materal

The amendments refine the definition of matenal in PAS 1| and align the defimitions used acnoss
PFER5s and other proncuncements. They are imtended to improve the undorstancling of the exsting
roquirements rather tan o ssgnaficantly impact an ently ¢ matenality judgements.

An ety applics those amendments prospectively for anmml reporting penoeds beginming on ar
after Jamuary 1, H0, wath carlsor application pormited

Effective begfantng e ar affer Jamaary [ 2024

PFRS |7, Mswranee Comingecis

FFERS 17 5 a comprehonsave now ascounting standard for insarancd conlradts covenmg rocognition
and mcmsuremenl, presestaton and desclesure. Onee effectve, PFRS 1T will replace PFRS 4,
fesurance Comnects. This now standard on insuranee contracts applscs 1o all types of insuranee
comtracts (Lo, life, non-life, dircel msaranee and re-msurncc), regandlcs of the tpe of otitics
thal wswe tham. a8 well as o cotain puaraniecs and Gnancial instruments with discretonany

participation foatuncs, A fow scope cocptions will apply,
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The overall objoctve of FFRS 17 15 10 provade an accounting madel for insurance contracts that i
more uteful and condistent for miwrers. In contrast 1o the ragquirensemts in FFRS 4, which are larpely
based on grandfuhenng previcns bocal accounting palicacs, PFRS 17 provides a comprchensave
mded for insurance contracts, covoring all relevant accounting aspects. The cone of PFRS 17 s the

pgemeral nsodel, sapplamentod by:

= A gpecific ndapiation for contmets with darect parisapatzon features (the vanable fee approach)
= A simplificd approach (the premaum allocabion approachy mamly for short=duraizon contmcts

PFRS 17 i effective for repammg periods beginmang on or after lanuary |, 30210, with comparative
figures required. Early spplication s pemmicied.

Deferred ffecriviny

«  Amendments o PFFRS 10, Comalivkared Fimancial Sacmems, and FAS 28, Sode or Conrriburion
i Assets betwern an faverior oo iy Associafe or Joind Peafwre

The ascndments address the conflict Bstween FERS 10 and PAS 2% in dealing with the loss of
comtred of o subsidiary that i sold or comtribubed 10 20 sssociaie or josnt veniare. The smendmens
elarly that a full gain or loss 8 recograsad when a imnsler 0 an assocale of joinl venture myalves
a busangss as defined im PFRS 3. Any gaim of loss resalting from the sale or contribution of asscts
thai dos not constitute o basingss. bowever, s recognized ealy o ihe exient of uneclated investors”
inilercsta in the associabe of jaint venture

O Jamaary 13, 2016, the Finamcaal Reporting Standands Cownal deferred the onginal effective
date of January 1, 2006 of the sud anscndments until the Intemational Accounting Standards Board
(IASE) compldcs its broader review of the research proged on equily accounting thal oy nesult
n the simplification of accountng for sedh tamsactions and of other aspects of accountmg for
associabes and joant venburcs.

P i i F izl

The Group bas clected to present all items of recognized incoene and expenses in bwo satements; o
stziement displaving components of profit o loss in the consolsdnted sintemnenis of income xnd n seoond
styicment begieming with profic or loss and displavieg components of OO in ihe consolsdabed
staicmenis of comprehensive income

Basis of Consedidation

The consolidated fancial sintements compnse the finamcaal stnicments of the Parent Company and s
suhsadiancs as at Docember 31 of cach vear. The financial statements of the suwbsidianics are propared
for the same reporting vear as the Parent Company wsing consistent accounting policics

Control is achicved when the Giroup is exposed. or has mghis, to vanable returns from its involvemend

with the invesice and has the abality 1o affect those returns through its power over the mvesice,

Specifically, the Group controls an mvesice if, and only, if the Groop has:

e Power over the investos (e casting rghts that give it the curment ability 1o dircet the relevant
actvitics of the invesio)

s [Exposure, or rights, to variable returms from its involvement with the invesice

¢ |he ability to use 18 power ovir the investoe o affect its returns
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Cienerally, thore 15 a presumplion (hat a magority of voling mghts resals im contral. To support this
presumption and when the Group has less thas a magonity of the vetmg or semilar nghts of an mvestee,
the Giroup considers all rebevant fcts and arumsancs in asscsing whether i has power aver an
imvestee, inchuding:

& The contractual armngement with the other vote holders of the investes

s Hights ansmg from other conbractual armangemonls

#  The Group's vioting rights and potential voting nights

The Giroap re-assesses whether or not ot comtrols an imvestee il Esets and circumsiamees indicaic that
ihere are changes to one of more of the threg ¢lements of comtrod. Consolidation of o subsidiary begins
when the Groap obilaies control over ihe subsidiary and ceases when the Group loses control of the
swhsidiary, Assets, linbilitics, imcoms and cxpenscs of a sshsadiary acquired of disposed of during the
year arg ingluded im ibe consoladaied siatements of ingome fiom the date the Geroap gains control until
bz date the Growp ceases 1o control the subsidiary.

Profit or less and cach component of COCT are sttribused to the equity hodders of the pasent af the Group
and fo the son-comtrolling interests, oven if this resubts is the nos-comtralling irterests having a defici
balance. When nevessary, adjustments arg made o the consolidaed financial statements of sabsidiancs
o heimg their accoumting policies into line with the Group's accounting palicies, All intra-group pssets
and lighilitics, equity, ingome, cxpenses and cash flows relating i amsacions bepween members of
the Giroup are eliminated in fiall on consolsdaison

A change in the ovngrship interest of o subsidiany, withost a loss of control, 5 @ccoanted for as an
cquity trenencEon. IF the Group boses comired over & subsidiary, it derecognizes the pssets (including
geudnallh, and liakalsecs, son-comtrodling inberests and other components of cquity whills any resulting
gain or loss i recognazed in profin or loss. Any investment retained is recogmized ot fair value,

The Pareni Company’'s prncipal sabsadianes and their natare of basiness arg as follows;

Subsidary Maluee of Busincss

FEL Incomporated om April §, 3004 im Frgland and Wales primarily 1o engage im the
trermingss ol oill mnd gas explomion md prodection, with fxcus on the Philippines,
particnlary, & 7O interest i 5C 72 Recio Bank

FERCD FEPCD wad inoorparaied in the Plalippine on March 27, 1988 and i imohed
in oil and s explomation in the Philippine, paticularly a 1 28% inlones! im 50
14 C-1 Gala.
Forum Explombon, Inc. FEI was imconporatcd im the Philippines on Scplember 10, 1997 and is imohved
(FER) in oil and gas explomtion in e Philippines.
FGSECL FGSECL was moomermicd in Rersey cm harch 31, 2005 and & imvolved in il

sl s explosstbon in e Philippencs,
Forum (GEEC 01 Lid -  GSEC was ¢stablished a5 a Philippise branch on Octeber 17, 2005 and is

Fhilippin: Branch imvohvod in il and gas exploration im the Flalippines, specilically, 3C 72 Bedo
(GREC) Damik
Puikin Fitkin was moorpornied and pegissered in UK of Gireat Britmin and Nerhem

Icbumadl o Ayl &, 2008 e b engaod pramanly i e aooumsiison, coploralien
amdl deselopmes of oil and pas propemics and the production of hvdrocarbon
pricahss,

i
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Subsidary Malurg of Businc:s

Palkin Patroloun PP was roprilered as ihe Philipping Branch of Pulan Pamloum Limsted on
iPhilippincs) Flc (PFPy  Masch 1% 2008,

Pitkin Petraleum Peru Imconporated om Dhcioher &, 0w and is presently engaged in explomion of al
£=1% SRL (£3%) anedl gas in Pena, specfically, Poru Block 2-58,

FEL Imconpeeated om Febouagy B, 1942 undor the Bws of Albema, Canada. Prisvarily

15 ird ain imvestment hakding somganm

Brixton Encrgy & Mining  Incorporatod im b Philippings on July 19, 205 10 cegage im0 explomation
Corporation (BEMC)  development and utilimtion of encrgy-rellated ressunses

Also includad as pam of the Parent Compary s subsadiancs are those anberedeary entitics which arg
basically holding companies established for the operaling enlftics monlsoned shove. The followmg ane
b intermodiary entitics of the Group: Patkin Peru LLC (PPR) asd Fitkia Yames LLC (FYX).

The ownership of the Parest Compasy oved the Forcpoing companies as a1 Decomber 31, 2008
and 2007 i summarized a8 followa:

Pereentapes of Oovnership

Direct Inderect

FEL - Ta
FERCO - 7L
FGSECL = 7402

FEI - S5

GREC - T4

Mitkan 3345 -
i 343 -
PVX — 4343

Fit ] - 4400107

FFR — 3343
£3% - 13,364

FEC MW -
FEL T2 0% T4
BEMC [[CTE] -

Nam-ooerrallieg mreresr (8CH

M represents inderest in o suhsidiary that is nod comed, directly or imdivectly, by the Parent Comgpany
Profit or koss and each compoment of other compechensive mcome (loss) are nitribanied o the cquity
hodders of ke Pasent Conspany and 1o the nos-comirolling interest, Tot] comprebensive ingome (boss)
ix afirihuted 1o the equity holders of the Parent Compasy and 1o the non=controdling imerest even if this
results in the mon=comtrodling interest banving a defic balance.,

Won-controlling interest represents the portson of prafit or loss and the net nssets not bald by tbe Groap

Buziness Combination and Gopdwall

Aloiwisirion mefhosd

Business combanabions, ewoopl for busimess combination belween entilics undor common contral, ane
accountod for usng the acquastiion method. The cost of an acquisition 15 masured as the aggregate af
ke consderatson transferred, measured of acquisition date far value amd the amount of any
nom=cantralling inferest in the acquirce. For cach business combanation, the Cirap olocts whothor o
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mezasmre the non-controlling isterest in the pequiree ot faar value or ai the proponionate share of the
acquiree’s entifiable net assets. Acqaisiios-related costs imcermad ase expessed and meluded s
general amd pdmimistmiive expenses

When the Group acquires n business, it assesses the financaal assets and fisancinl lshilities pssumsed
for appropnate classification ard designation in accordance with the contractual twems, coonomac
circumstances and pertinest conditions ns at the acqmisiison date. Thas includes the scpamtion of
embedded denvatives im host contrmots by the acquires

If the business combanabion is schacved in stages, any provious]y held eguity inberest i re-measmred at
its noguisition date fair valee and any resuliing gaan or boss & recognized in profit or loss. B s then
considered i the determinatzon of goodwill,

Any combingend congiderabion bo be transferred by the acguirer will b recopnieed af faar valoe o the
acquisition date. Contingent consideration classificd as an asset or liabilty that is a financad instramend
and within the scope of PAS 39, Fnanciel Insfrurmeris: Recogmiion and Mearuremen!, B remeagured
al faar vabuge with changes m fur value recognazad either  profit or loss ar as a change 1o OCH, [fthe
contimgonl consideration 5 not within the scope of PAS 3%, it is measured in accordamce with the
apprapriate PFRS. Contingonl consideration thal & clssifiod a8 oquity 5 nol re-measuwnod and
shsoquont scitloment i acoounted far vathan coany.

Cioadwall 18 muilially mcasured a1 cest, bang the exoess of the aggregate of the consideraon transfzrred
and the amount recognized for NCL and amy previows mierest held, over the mel idemtifiable asscis
acquirad and Labilitics assumed. 1 the Eaar valwe of e met asscts acquared s im ovocss of the aggregate
consideration transferned, the ﬁmup reasscsscs whether il has ml:vzll}' identificd all of the asscts
acquired and all of the lakaliies assumed amd reveews. the proveduncs used to measans e amoants W
be necognined at the acquisstson date. IF the rcassessmend still results in an evecss of the Eair value of
fiel assels scquined over the agpregabe conssderatnan transfomed. (hen (e gain 18 recogaized in profil of
lems. Goodwill @ revecwed for mmpanrmscet, asmually of more froquestly if evems or changes in
circumstances indecate that the carrving value noay be inspaired

Impairment o5 determised for goodwill by asscssing the reeoverable amoum of the Cash Generating
Uit (CGU) or group of OGUs to which the geodwill nelsics. Where the recovernbde amount of the
CGU or groap of CGLEs 5 less thas ke casming ameunt of the CGU or group of CGUs 1o whach
sl bas bocn allocated. an impasrment loss 8 recognized in the coasolidatad stasaments of inaome:
Impairmaent bosses relafing to goodwill cannot be reversed in fisture penods. The Growp perfornss its
isnpairment test of gocdwill mnually every Decensber 31,

After mnitial recognition, gocdwill is measuned at cosi bess amy pecunwlated impaiment bosses. For the
papose of mmpairmeni estmg. goodwill acquired im 3 business combimation is, from the poquisition
date, allocated 10 each of the Group's CGUs that are expecied 10 benefin from ihe combanation,
irrespective of whether other assets or lhilities of ike scquiree are assigned o those wnits

‘Where goodwill has been allocated toa CGLU and pant of the opemtion within that unit is disposad of,
the goodwill associvied with the operntion dsposed of is included im the cammving amount of ihe
operation when determining the gain or kss o disposal of the cperation. Goodwill disposed in these
arcumstances is measured based on the relative values of the disposed opembon asd the portion of the
CGL retnaned
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PFRS defines a joint armasgement as an asengement over whach two of moee partics hase joist costrol
Joant costred is the contractuadly agreed shaning of conirol of an amagement, which exisis cnly when
decisions about the relevamt acinvities (being those that significamily affect the rebams of the
armangemend) require usanimmes comsent of the parties sharing comtrol

Jawnr aperatans
A joini opemtion is o tvpe of poist aangement wherekny the pantics thoq kave joint comired of the
arrengemgat have rights 1o e assets and obligations for the liabilsics, relating to the magemend

In relation to its entercsts in poimd operations, the Group recogmzes Ms:

e Asacts, meluding its share of any asscts hold josntly

Lashilitics, inchading its share of any liahilstees incarred joimily

Bevenws: from the sale of its share of the outpul ansing from the joanl operalion
Shase of the revenne from the sale of the output by the joint opsratson
Expenses, mchuding its share of amy expenses incumed joanthy

Foragn Currency Translation of Foresgn Operatons

The Group's consolidated fimancial stalements are presented in Pesa, which &5 alzo the Parent
Company’s fumctional currency. Each subsidiary m the (roup delermines its oan functional camency
and fems ingheded in the consolidsied financial stsements of each subsidiary are measuned wsng that
functiosal currency. The Ciroup has ehected 10 recognize the translation adpustrent that anses from the
dircel method of consaldation, which s the melbod the Group wees o complele s consolidation,
Transactions in foreign curmencies are imalally reconded in the funciaoenal curmrency mibe on the dafe of
the tansactsan. (wtdanding monctary asscts and labiditics denominated im forcign currencics ane
retransisted at the Functional currency rage of cxchange at the cnd of the reportang poned. All exchange
differences am rocognized inthe consoludated statements of moome. Mon-mwonctary ilems that ane
measared in torms of histomncal cost ina forcign currency are ranslated using the exchange rates as
thee dates ol the initial ramsacisons. Non-monctary ilems measurcd # G value in a faragn curmeney
are transdviod wimg the exchango ralcs a1 the date whon the Bar value was determimad

Far purpescs of comsohdanion, the fimancial sestomends of FEL and Pakin, which are cxpressed in

Unaied Siases dollar (LSS amcunts, and 1the financial satements of FEC, which are expressad i

Canadian (Cdn) dolkar amounts, kave boon translatod vo Pess amounts as follows:

& nzsete and linbalities for each stateenent of financial pesition presested are translaed af the closing
mic af the dsie of the comsolidaed stntements of financial position

e income and cxpenscs inthe stasements of income arc translaled a1 exchange rates al the average
monthly prevaileng rates for the svear

#  all esuliing exchange differences in other comprebersive ingons:

Current Versus Mopcurment Clissification

The Growp presents xssets and linkaligies in the statemen of financinol position hased on current and
noscurrent classaficatbon. An asset is currest when if is;

Expoctod to be nalized or infended 1o be sold or comsumied in the normal operating ayvele;

Held pramiassly For the purpase ol teading:

Expoeciod to be realized withim 12 months after the repomg persod; or

Cash and cash oquivalents wnless restictod from bang evchangad oF wied 10 settle a labality for a1
leasa 12 maonths afber the neponting ponied.

All other assats ane elassificd as nonoarmest.
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A linhility ks cumrent when;

® It expocted o be settled i the mormal operating cvele:

= [ is held primanly for the purpese of trading,

= s due to be settded wathan 12 monthes after the ropeting penod; ar

o There is no unconditional Aght 1o defer the settlemem of the lsability for at basa 12 months afier
the Peporting penosd

Thee Group classilics all ather liabalinics a5 noncusnent.

D ferred nax assets and liakiling are classified a8 noncumment assets and habilities

Financial |
A fnancial instnameng is any contract that gives mise to o financial asset of one entaty and o financial
liakility o cqpaity enstrumeni of another entity,

Accinning policies o the elresifomion o measinemt and imperirmer of Seescial s applied
Aefare denuary !, XIX

The Groap recognizes o finamcial psset or 3 financial liabilsiy in the consoldsied stntemenis of financial
pesiticn when it becomes 2 party @ the contractual provissons of the insrument, Puschases or sales of
firamcial assets thai require delivery of asscis within the time frame cstablished by regulation or
convenisn in the marketplace are recognized on the trade date

Fvimal recogririon and clessifoafian of fimamonal siramenrs
Financial mstruments are recognized instially af far valwe. The mitial measarement of financial
imsiraments, exoopl for those designaied ot FYTEL, includes imnsaction cost

O anstiad recogmatson, the Giroup classifics is firanaal asscls in the following calcgones: financaal
assets at FYTPL, leans and recevables, held-4o-matanty imvestments, and Available for Sale (AFS)
financial azsets, The classificabion depemds on the purpose for which the investmints are acquired and
whecthir they are quoted im an active markel. Financal habalitics, on the othor hand, are classified imto
the following categoones: financial liabaluies at FVTFL and ather financial lisbilities, as appropriate,
Management detormimes the clasmficatbon of ns financial asets and fnancial labiline at intial
recognatson and, whone allowoed and appropmade, resavaluates such designation at cach reporting dale.

Finamcal imstraments are classaficd a8 lwbility ar aquiy in accordance wilh the substance of the
contractual armangement. Inberedt, dividinds, gams and [osses relatimg B0 a firancial nstrument or a
component that s a fnancial labdlay are reported as expense or mcome. Diaributions 10 holdors of
fimascial instrements classifiod a3 oquity are charged directly 1o oquaty, net of any related incame lax
benefits.

Az at December 31, 2007, the Group's fisaseial instruments are m the natare of baans and reecivables
and other financaal labilmics.

Lavcant cond Fecopivanblie

Lioass and reccivables are noa-denvative financil asscts with Aued or dcterminable paymcnts tha are
nod quoded inoan setive market, Afler mital mesurensenl. loams and reccivables ane subsequently
carmicd ab amentized cost usang the effedtive imtercst rate (EIR) methed, ks asv allowansce for
isnpaimment, Amontieed cost s caloalabed taking imlo aocoumt any discount of premium on paisition
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and includes transsction cosis and foes b are an intogral part of the EIR. Gains and losses arc
recaprarad in the corsoliducd saements of incame when the loars and reeavables are donceagnisead
of impaired, as well s theoagh the amoertizstion process, These financial assets are inchaded in curmen
aspets i mstusiy i@ withis 12 mosths from the end of the reporting persod. Otheranse, bese ane
classificd a3 poncurmend assds

Az ol Decembser 30, 2007, meluded umder loars and receivables ane the Group's cash and cash
cquivabents, and trade and ol meceivables (sec Mote [9).

hher fimarscial Dabelities

Oiher finameinl liabdlics ane instially reconded at fair value, lese disecily animbutable transacion costs.
After initial recognateon, intenest-beaning loams and Bomowings are subsoquently meisuned a1 amorieed
cost usang the EIR method. Amsorfized cost is calculated by taking info acgoant asy issue costs, and any
discount or presniam o seitlement. Gains snd losses ane recognazed i the corsolidated staeenents of
imcme when the liakalitics are derecognizsd as well a5 through the amonization paosess,

Ag ab Decgenber 31, 20T, incleded i other financial labilities are the Grosp's trade asd other
pavables, shvances from related parties and olbsr morcument Exhilitics (see Note 15

Imgai F Finangial /
The Girowp nssesses ot ¢ach reposting date whether there is objective evidence that a finamcial asset or
growp of financesl assets is Empaired. A financial asset or o growp of financial asscts is deemed o be
imnpaired if, and oaly if, there is objective evidemce of inpairment a5 o resuli of cag or more evenis that
have occurred afier the imitial recognifion of the asset {an imcurred “loss event”) and that loss evess (or
cvenis) has an empact on the estimaied fanang cash flows of the financial pssel or the growp of financiz
asscts that can be reliohly estimated Evidemce of impairment many inclsde indications that the
contracted parties or & group of contracted partics arelis expenencing significant financial difficulty,
defauli or delimquency im interest or pringipal pavnesmis, the probability ikag ibey will eaer baskmipiey
or oiher financial reorganimtion, and where ohserable data indicaie that ikere is measumble decrease
im the cstincded futare cash flows, ssch as changes in amears or economic coaditions thad correlate with
deflis

Loy and receivables

The Giroup first assesses whether chjective esadence of impairment exists ndividually for financal
aszets that are individually sigmificant, and imdnvidually ar collectively for financial asscts that are nod
imdividmally significant. I there is ohjective evidonce that an impairnesnt loss on financial assets carmed
al amortized cost has been mourred, the ansoust of loss & measured as a difference between the asset’s
carmying amouant asd the present valee of estimated fistune cash flows (excleding futare credn [osses
ikt hanve not been incurred) discounied ot the fimancial assct’s ongimal EIR {i c., the EIR compuicd ag
imitial recognition). The carmving amount of the asset shall be reduced throwgh the wse of am allowance
accound, The amesant of boss is recognized m the consolidated statemends of income

I a1 i determined that no objective evidence of impaimmend exists for an individually assessod financial
aset, whether significant or nob, the asset 15 included i the group of financial assets with smalar credit
risk chaxractenstics and that growp of financial assets s collectively assessed for impaimment. Assels
that are imdividsally asseseed for impairment and for which an impairment boss is or continues 1o bo
recagnazed are nol ncleded m a colleclive assessment of empairmenl.

In a subsequent pened, the amount of the impamment loss decreases and the decrease can be related

objedtnvely o am event accurnng afler the amparment was recognized. the proviously recogmazed
impamment loss 5 revorsed. Amy subsequent reversal of an impairment. loss 15 rocogmized im the
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consolidated stmcments of inconse. o ik extent that ihe canmvang value of the asset does nol exeeed i3
amarted cost an the reversal dane.

Accomning poliches g Mt ol fomion o masios it ard imparirmens) of fiesciol auers appded
o o rfier desueny J, J00E

I S

Fum.nml :mu -:n: f.‘imﬁnd at I‘uml rmumum. u mmmly mgasared g amsniead cost
FVOCE, and FYVTPL.

The classificatson of finamcial xssets an mitial recognétion depends on the fimancial asset’s contraciual
cash flew charctensties s the Gemap's busaness model for maraging the Gnamcid assets. The Geoap
inateally measurcs a financial asset ot its faar value plus, in the case of a financial asset not as FYTPL,
IFnsRtion Coss

In oeder for p fingncinl asset oo be clssificd and measared m amortized cost or FYOCL it seeds o give
riss: 1o cash flows that are “solely panmseats of pringipal and istercst (SPPIY on the principal ansoued
outstanding. Thes pssesement is referred to as the SPP st and is performcd af an sstrament level

Tha Geroup's husiness model for managing financial assets refers 1o how it manages its financinl assets
in pader 8o generate cash flows. The hesiness mode] determings whether cash flows will resubt from
colbecting contrachayl cash fows, selling the Aesncial assets, or both

Purchases or sales of financial assels ikad require delivery of nssets within o time frame established by
regulation of convention in the masker placs (repalar way imdes) nre recogmized on the tmde date, 1c,
thez date that the Grosp commits g0 purchase or scll the asset,

The Group's finangial asseis are i the nature of financial pssets o amoriized cost. As a
December 31, 2008, the Group has mo fieancinl assets classified s FYOCT and FYTEL

Fm'wrpm -nf:uhwqu:nl muurernmt. Enul:ul nssets are chssified in foar calegonies:
Fimancial asicts at amortizod cost {dabl ingtruminis)

o Firancil assets m FVOCT with recveling of cumulbaive gains and lesses (debt insmements)

= Fimancial assets desigmated at FYOCT with ne recycling of cumulative gains and bosses apon
dercoognition (oqualy inslremenis)

¢ [Fimancial assets at FVTPL

Firsamcin! aeapss af amornised cost (dely (ritrumenis)

Thas category i the most nelevant to the Group. The Geoup mexsurcs financial asscis 3 amonized ¢ost

if bl of the Following comditioss afe met:

s The finamcial assct is held within 2 basimess model with the obgective 1o hold financial asscts m
order i collect contractual cash flows, and:

* The contractual dermes of the Anancial asset give nse on specifiod dates o cash flows that are
walely paymends of prmdipal and inborest on the pancipal ansount cutstanding

Financial asscis al amortizod cost are subscquently measured usang the EIR mcthod amd are subgedt 10

impairment. Gams and losses are recagnazed in prali or loss when the assat s dercoognized, modified
oF mmpaared.
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#s of December 31, MIE, the Group's financial nssets of omostized cost mclude cash ond cagh
cquivalents, irade and other receivables (see Moie 19)

Impairment of Finamoal Asscts
Thee Circaap recogmizes an allowance for ECLs for all debt instmaments nod held at FYTPL. ECLs are
based on the difference between the cantractual cigh flews due m accordance wilh ke contract and all
the cash flows that the Ciroup expects o receive, discounted af an approsamation of the onginal EIR.
The expected cash flows will include cash flows from the sale of collateral held or other credie
nhancemonts thal ane snlegral 16 the contractual forms.

Ef'Ls ane recognized in two stages. For credit exposures for which there has not been a significan
imcrenge in credl msk smee mitial recogmition, BCLs ane previded for credit losses that result from
default evonts that are possible within the nexst 12-manths (a 1 2-month ECL). For thosc crodit cxposunss
far which there has boen a significant increase in erodin msk smee imtmal recognition, a less allowance
i5 requimed For eredit lesses expocted over the remainimg life of the exposane, imespective of the timing
of the default (a lifetime ECL).

For trade recovables (nol subjod fe prosssonal prcengld and other reconables due i less than 12
manths, the Group applics the simplified appraach in caloulating ECLs. as permined by FFRS 9.
Therefore. the Growp doct not (rack changes in credit risk, bt igstead. recognizes a boss allawanes
basad on the financial assct's lifctime ECL al cach reposting date. The Group has cstablsbad a
provision madrix that is based on s histoncal crodit loss cxponenee, adpsted for forward-looking
Eactons spozilic 1o the debbar and (be coonomie chvafonisenl.

For any other financial asscs carred ar amortieed cost (which are dug in more than 12 months), the
ECL i based om the 12-month ECL. The 12-month ECL iz the propoition of lifdime ECLs that sesulis
from deCalt cvemts on a Gnancesl instrument that are possrble wathan 12 montbs after the reposting date,
Hiwerver, wheen there has been a signiflcam inercase in erodit nisk sinee onginatson. the allonance will
be based oa ihe lifietime ECL

The Group comsiders a financesl asset in default when contecheal pavments are 30 davs pasi due.
Hewever, im cenain cases, the Group may aleo consider 3 financial assel i be in defualt when intemal
of extermal mforeastion indicates that the Groap is uslikely to receive the outstanding contmctusl
anucueds i fall before tking into accoust any credil enhascenaonis held by the Group. A financiad assct
is written off when there is ne reasonabde expeciabion of recovermg the costraciual cash Mows aed
usually cocurs when past dee for more than cee vear and net suhject to eaforcement activity

Fronawions for erpected creabl Tmses

The Group uses a provisson matns (o calculaste ECLs for tade reocivables. The provision mtes ane
hazed on dayvs past due for groupengs of vanous customer segments that have sinilar boss pattemns (2.9 .
b geography, product tvpe, customer tvpe and'or rating. asd coverage by ketiers of cred® and other
forms of credit insurnnee),

T provasion matrid is inmadly based on the Growp's histoncal obsorved default mibes. The Group will
calibrate the matric to adjust the hisionical credit loss expenence with foraard-looking information
For mstance, If forecast economac conditions are expecied to detenomte over the next vear, which can
lead to an moreased number of defaults, the histoncal default rates are adjusted. At every reporting
date, the hastorical observed default s are updsted and changes in the fornard-looking, cstinates an:
analyzed

The assessmenl of the comelabion balween hstoncal observed defaull rales, forecast ecomomne
conditions and ECLs a5 a significant estimate. The amound of ECLs i semsitive fo changes in
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circumstances and of forecast econcensc conditions. The Group s histoncal credi loss experience nmd
forecast of cconomae conditions may also noi be representative of customer’s aciual default in the
Fubunz,

Pefimiran of de il

The Group considers the Followang as comstieling an evenl of defaull for imternal erodin nsk

manxgement purposes as histoncal expenence indicates that receinvables that mect either of the

follewing oniteria are generally not recoverable.

e aben thone 8 a bresch of financial covenants by the coanterpaty. of

s information develeped intemally or obtained from extemal sources indicates (hat the deblor is
unlikcly to pay its creditors, meluding the Groap, m fall (without taking into account any collxierals
hezbd b the Girousp ).

Irrespective of the above analyvsis, the Group considers that defaalt has occurmed when a financial asset
is maore tham 30 davs past due umless the Group has reasonable amd sepporable informaticn o
demonsimie that a maore conservative default cribereon is morne approprate.

L redif/mpairedd finaackn aveely

A fimancial assal is crodit-impamed when one or more cvents thal banve a dotrmental impact on the

exhimaied future cash Flows of thai firancial assel have coowmmed. Evidence thal a financial azsed =

eredit-impainad includes obsomable data about the following events:

a) sagmbicant financial difficulty of the issuer or the borromer,

b} a breach of contract, such as a default or past due cvent;

) the lender(s) of the bomrower, for cconomic or comraciual resons relsting 1o the borrower's
fimancial diffsuly, having

d)  pramtod to the borrower a concesion(s) that the knderi ) would not atherasse considor;

cb it 1% bocoming probable that the borrewer will enter bankrupscy or other fimancial reorgamization;

o
ﬂ Ilmdmppnnm-: ol an actrve mask for thal Gnancaal asd bocause of fmancial dilfvoulties.

Write-olf poilicy

The Girowp wrtes of 3 financial aasct when there 18 informanos isdicating that the coumerparty i4 m
severe fimancial diffeculey and there = o realiste prospoect of recoveny, ¢ g when the counterpany has
beon placed wnder liquidaion ar bas ontered ingo bankmaptey procecdings. Financial assets writton ofT
iy sl be sabject o enfoscemsent activities under the Growap’s pecovery procoduses, taking inbo
accound logal advice where appropaate. Amy recovens made are rocognised m pralit or loss.

Derceognation of Fingeisl Asscts

A fimamcial asset (or, whire appheable, a pan of 3 financex] asset or part of & group of similar fnamcisl

assets) 8 derccopmized when

s the nights o receive cash flows from the asset have expired

e the Group rotaies the nght ge mecive cash flows from the asset, bl has assamed an obligation
pay tbem in full without matcrial delay to a thard pany wnder a “pass-through’ amangoment,

o the Giroup bas transferred its rights to receive cash faws from the nsset and oiber (o) has tmesferred
substnntially all the nsks amd rewnrds of the asset, or (b) has meither tansferred nor retnmed
substantially all risks and revwands of the asset, but has irmnsferred comtrel of the nssa

Where the Group bos tmnsfierred s nghts to receive cash flows from an asset or has entered inbo a
‘pass-through’ amangement and has mesther tmpsforred nor retamed substanially all the nsks and
rewards of the asset nor transferred comtrol of the asset, the asset is recognized o the extend of the
Ciroup s continaing involvement in the asset. Contimumg imvolvement thad takes the form of a guamntce
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aver the irnsforrod assa is measanad at the lower of the omginal carmang ameand of the asset and the
mmas i ansousd of conssderatson that the Group could be required to repay.

Where contimumg involvement takes the form of a writien and’or parchased aplioa (including a cash-
seithed opteon of ssmalar proaisson) on the transfomed assat, the extemt of the Group's continung
involvement i the amoant of the transferred asset that the Group may repunchase, exeepil that i the
case of a writien put option (mcluding a cash-scitled option of similar provision) on asscl measuncd sl
Fair value, the extent of ibe Group's continuang involvensent is limited o the bower of the fair value of
the transfierred asset and ihe option exercise price.

Financial Kabilit
Taitial recogrminan and meaturemmen)

Finangial linbilitics arg classified, an inmial recogmitios, ng financial liabilinies ot FYTPL, loans and
borowings, payables, of as derivaiings desigrased as hedging insinaments i an effective hedge
approgriate

Al finangiad liabilitics are recogaized imitially 38 fair value and, in the case of loans and borroawings
sl pavables net of dirceily atmbutable tansaction cosis, This cagory ingledes the Group's trade
payables and aconasd expenses

Siehsequenr mearuremer
Afier mnitial reeognition, pavables are subsequently encasured ot amontizsd cost using (b EIR nsethod

- Fi 1 Linhiliti
A fingncial lability is derecognized when the obligation usder the lability is discharged, cancelled or
has expired. When an existing financial liabiliy = replaced by another from the same lender on
substanimlly differem terms, or the teoms of an existieg lshility are subsianginlly modified, such am
exchangs or modification is treated as a derseogniiion of the caiginal liakilay and the recognation of
new levhilbiny, and the dafference in the respoctive camving amouings is recognized in the consolsdaned
sizdements of income

Offsetiing Fmancial Instruments

Financial asscts and financial liabalitics are offset and the net amount s repoaried in the corsolidaed
staicmeemis of financial possteon if, and onby of, there is a camendly enforceable legal night bo offsct the
recogrized amounts and tkere is an inention 1o sefile an a met hasss, or #o realize the asset and setile the
liability samaltaneously.

D L f Fair Val
The Groap mensures finascial isstnaments ot Bnir valee a1 cach reponing date. Fair vabee is the price
that voould be received o sell an asscl or paid 1o taesfor o liabilsty in an orderdy transaction betwoeen
ket panticipants at the measurement date.

The fair valws mexsurgment is based on the presumption that the transaction 1o sell the asset or tansfer
the lability takes place either:

e [lithe principal market for the assct of liabiliny

«  Inthe absence of o principal market, in the mest advantagecus market for ke asset or lsbility

The: primcipal or the muost advantageous enarket must be accessible wo the Geoap,
T fnir vabpe of om nsset of 2 linkdlsy is measared useng the pssumptions that masket paricspants would

use when pncing ihe assei or linbaloiy, assuming that marker participanss agt in their goonomic best
isferesi
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A fair vahs: measurensenl of a non-financial assetl takes inba aeecunt a market parisiapant’s abilay 1o
generabe coomonic benclis by usang the asscl i\ s highest and best use or by sclling ol g ancther
ket panticipant that would use the asse in s highest and best use.

The Geroup uses valuation techmigues that are appropriate in the arcumstances and for which safficicnn
data sre avsilable to measure fair value. macimizing the wse of relevant observable isputs and
mnamazing the use of usobscrvable inpats,

All asscte and labilities for which Fair vabae is measured or dischosed in the comsolidsed Nnancial

stalcmemts ane cMcgonzed withis the fair value hicrarchy, descmbed as follows, basad on the bowest

leved imgut (bt 65 migaaficant to the Faar value mbeasarement a4 3 whale:

= Leve | = Quoted (unsdpssted) morket prices in active markets for identical assets or labilites;

v Level 2 - Valualson techsques for which the lowest level input that is sgnalicant 1o the Bair value
mcasurcmenl i dirccly of mdiroctly observable. and

e Level 3 - Valuatson technrsques For which the lowest level inpat that is sgnaficant to the Bair value
mensurensent is unohservabls

For nssets and labditics that are secognized in the cossclidated firancial stasements an A recumng
hasis, the Crowp determines whether transfers bave ocourred between levels i the hicrarchy by
re-assessing cotegonzation (hased on ke lowest level input that is significant 1o the fair value
meznsuremend as a vwhaolgh at the end of the repesting date

L azh and Cash Equivalonis

Cash consists of cash on hand and in hanks. Cash in hanks eams interest a1 the respective hank depoesit
raies, Shon-term imvestmeemis ane mads for varving pericds of up io three (3) months depending on the
cash requirements of the Groap, and camn mberest ot the respective shor-erm investments mics,
Imventorics

Coal mventory, petroleum mventory gnd maienals and sapplics pre valued a1 the lower of cost and net
realizable value (MEVE NEY for coal investony and petrodoum imveniony is the estimated selling price
in the ordanary coarse of basimess, less the estimated cosis of completion and estimaied costs necessary
o make the sale [n the case of matenals and supplies, NRY is the estimated realizable valse of the
invemiones when disposed of at their conditson 24 the end of the reporting penied,

Cost of coal invemiory includes all mimimg and mine=related costs, cost of purchased coal from smalls
scale miners amd other costs ingarred im bringing the invemicnies (o their present locaizon and condiiion,
These costs are aggregated 1o come up with the togal coal inventory cost. Unit cost is determined using
the moving average method

Cost of peiroloam imveniony includes producteon cosis consisting of costs of comversion and ciber cosis
incurmed in bringing the imventories to their present location and condition. Unit cost is determimed
using the weighted avernge method

Cost of matenials and supplies, which include parchase price and any direaily sitnibuiable costs incurred
im bringing the myventones to their present location and condition, are nccounted for as purchase oost
determingd om a weighted average basis

Chher Carrend Assels

Oiber carront asseis are cxpenses paid in advance and recorded as axsel before they are utilized. Other
curren asscls that are expected 1o be realized for no mone than 12 months adter the end of the reporting
penicd ar classified as cument asscts, othorwise, these ane classificd as other noncurrent xsscts
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Vi rkdad gre {HAT)
Revenues, expenses, and assets ane reeogniead net of the amount of WAT, if applsable.

Whent VAT fincim eales of goods and’ar services (output WATY exceeds VAT passed on fram puichases
of poods of semvaess (imput VAT the excess is recognissd a8 payable in the comsolidaed statements of
financial position. When VAT passcd on from parchascs of goods or services (mpat VAT execeds
VAT from sales of goods and'or services output YATY the execss is recognized as an asset in the
staleiwent of lnameal posstion &0 the extenl of the recoverable amount.

Frepaid expraies

Propaid expesses penain o advases pavmenis io rentals, insumnes premaums, and other prepaid iiems.
Prepuand itemns ane apportoned over the period covenad by the pasvment and chargad o the approprale
accomngs @ the consolidaied smeemnents of ingome when imgumed. These are sinted ot the estiemaned
MRY.

Property and Equipment
Property and cauap ment are stated ot cost less accumislated depletion and depreciation asd sccumulated
isnpament in valae

The nitinl cost of propenty and cqaipmend, other thas oil asd gas propenics consists of its parchase
prece andd aey directly aitributable costs of bringing the assed s its working condstion and logatsen for
its inbersdied wee amd amy estineated ot of dismantleng and removing the propemy asd eqaipment fem
and restoning the site on which it is boeaied e the exient that ihe Group had recogmized the ohligation
1o that cost, Such cost includes the cost of replacing pan of the propeniy and eguipment if the recognation
criigna are el When significamt pans of propenty and equipment are regaized o be replaced in
imcrvals, the (roup recognizes such parts a5 imdividual asscts with specific uscful lives and
depreciation. Likewize, when o mxjor inspection is performed, its onst is recognized in the cormving
amunt of *Propeny and cquipment” as 2 replacement if the recognition crivema are samsficd. All cther
repair and maingenance costs are recogmized in the cossclidnbed staicmenis of income when ingurned

Ohl amd pas propeics perain to these costs relaimg 1o exploraison propocts where commerezl
quardrtics afe descovered and ar subsequently neebssilicd 10 Propenty and cquipmseal’ from *Defomad
ol and gas exploratman costs' sccount upan commencial prodhsction.

Chl and gas propensss also includs ms share = the cstmased oost of rechabalnatng the 5Cs for whach
the Giroup is comstructively liable.

Construction in-pragress (CIP) includad an property andd cquapmcal 5 stated at cost, which inchades
direet labor, mabereals amd constnection overbead. CIP is pol deprocasted wntil the time the constnsction
is camplebe, 3 which mss the cosstnectod assal will b tmansferred o from it presonl classification 1o
ihe peminent propery and equipment classification.

Depletion of oil ad gas propenscs s caleulatad using the anis-ol-prodection metlod based on
cxtimated proved resenes,

Depreciaion of other iems of property and oquipnsced i computed uwsing the siraight-line method aver
thie extimated usefial lives of the assens as follows:

Asset Cxicgory Mummber of Years
Mochinery and cquipment 2 B M)
Hurface strucures L1}
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Dizpletion all oal and gas properiics commences upon commercial produciion. Depreciation of an fem
of propeny and equipment beging when it bocoma available for ase, 1o, when i i3 in 1he locaton and
condivion pegessary for 6 1o be capable of operating in the eumner intended by managemens,
Deprociation ceases at the carlier of the date that the en is classified a8 beld for sale (of meluded 0 a
disposal group that s classalied as held for sale) = accordancs with PFRS 5, Noswureonr dvsers Held
far Sl and Dhsgomiimued Opersiions, and the dabe the asset is devecognized

When assetz are sold or retired, the cost and related accummlarsd depletion amd depreciation and
accamalated impasrment in value are removed from the necounts and sny resultieg gain or loss is
recograzad i the consolidated statements of incomic.

The cstimated recoverable resones, uselul lives, and deplation and depreceation methads are reviewed
penicdically to emsure that the estimated secovemble reserves, penods and methods of depleteon and
depreciation are consistent with the expected pattem of copnomic benefits fioen the items of property
and egipimee.

Fully depreciabed assets are retained in the accounts ungil these are no longer in use, Mo fusther
depreciation is charged to currest cperation Bor these Bems

Defermed Ol and Gins Explorison Costs

Explomtion asd cvaluation activity nvalves the search for bvdrocarbon resources, the determination
of technscal feasshility and the asscssment of comnmaercial veabilicy of an identified resource. Onee the
legall right to exqplore has been aequired, costs directly associzied with explosation are capitnbized undar
"Dieferred il and gas exploraiton costs” sccomnt, The Growp's deferred oil amd gas explomiion cosis
are specifically deniificd of cach 5C arca. All oill and gns explomticn costs relating e cach S5C ane
defermed pending the determination of whether the comtmct arca comtains oal and gxs rescrves im
commercial quastitics. Capitalized expenditures include costs of licemse noquasition, technical services
and stedizs, explomtion dnlling and tesing. and appropriaie techaical and pdminisimbyve expenses

Gieneral overhead or costs incumred prior to having obained the legal nights 1o explore an arca are
recognized as expense in the consodidated siatemenis of mcome when incarmed

If no petemially commereial hydrocarbons are discovered, the defomed oil and gas explomtion asset 15
writlen off through the consalidaicd statoments of income. IF extracinble hydrocarhors are found and,
suwhject i further apprmasal activity {o.g ., the drilling of additional wells), it is probable that they can be
commercially developed, the costs contimae b be carnicd wnder defomed oil and gas explortion cosis
nocound while safficient/contineed progress 15 made ;o ossessing the commercialdy of the
hydrocarboms. Costs directly associated with appmisal acinity uederdaken fo defermine the size,
characicnistics amd commercial potential of o rescrvoir folbowing the imitial discovery of hydrocarbons,
imcluding the costs of apprasal wells where hydrocarbons were not foand, are infally capstalized as
deferned o1l and gas exploration costs,

Al the complation of the axplortion phase, of technical feasibilily i demonstrated and commercaal
reserves are discoverad, then, following the decison toe continue inbo the development phase, the oal
and gas explormtion costs relating to the SC, where cal and gas m conmmercial quandities ane discovered,
i% first assewsed For impairmeont and (i requancd ) any impainmont loss is necognieed, them the remaining
balance is trnsferred 1o “0hl and gas properties” sccount shown under the “Propaty and cquapment”
acoount in the consolidaled statements of fimncial posilon

Dieferred ol and pas explorabon oasts ane assested a1 cach repartmg ponoed for potible indiations af

impaiment, This is 1o confiom the continucd inbend e develop or stheraase extaa value From the
descovery. When this 15 no langer the case or 15 conssdered as arcas parmanently abandancd, the costs
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are wrilten off threugh the consolidated staboments of income. Explorabon arcas arc comsidoned
permancntly abandaned if the relaved permits of the explombon have expined andior there are no
defimive plans for funher cxploration and'or developament.

The rocoverabaliny of defermed oal and pas explosanion comi 18 dependent on the commerncial suabiliny
of the reserves, the abalaty of the Group 1o oblain necessary financing to complete the development of
reserves and future profitable producteon of proceeds from ths desposition of ecverable neserves. A
vallastion allowance i provded for unresoverable defiermald od and gas cxploration coals based on the
Groaps asscesmend of the future prospests of the exploration project

Impirnsend of Noafinancial Asscts
Thas accousteng poelscy applics prmandy to the Groap's propery and cgaipment (sec Note %), defiamed
oil and gas explorstion cosis (see Mote 10) and goodwill (see Note 4).

The Grosp asscsses ol cach repoming pericd whether there iz an indicaion e its propemy and
cquiginsest nnd defened oil and gas explosation costs may be impaired. 1Ifany indication exists, or when
= ansmial impairment testing for sweh iems is requined, the Groap makes an cstienate of their
recovershle amoust. An assel’s iecovershle amound i the higher of an asset’s of CGL s fhir value less
costs 1o sell and its vaboe in wse, and i determined for on ndividonl item, wnless such dem does nod
generate cash inflows that are largely indepemdient of those froen ogher assels or group of assets or
CGls When the carmving smount exceeds its recovershle smeant, such Bem B considered smpained
and s writlen down to il recoverable amsount, Inasscssing vabac inowse, the cstimated future cash flows
i be genemted by such fems ane discounted o their present value using n pre<tax discount raie that
reflects the current enarket assessnsest of the tme value of mosey and the risks specific fo the asset of
CGL.

Impairnsce bosscs are recogmized in the consolidated simenems of income,

Far assets excheding goodwill. an assessment i made ot each consalidated statements of finangixl
pesiticn date as to whether there is amy isdicabion that previously recogmized impairment losses may
no longer exist or may have decreased. If sech indication exists, the recoverable amount is estimated,
A previously recognized impairment loss is reversed only if there kas been o change 1 the ememaies
used to defermane the asset’s recoverable amount simce the Last impairment loss was recognized. [Fthat
is the case, the carmung amoant of the asset is increased fo its recoverabls amownt. Thad moreaszed
smosnt canmot exceed the carmying amoaing that would have been determined, net of depreciation and
amorization, had no impairment less been recogmized for the assel in prior vears. Such reversal is
recognized in the consolsdaied sintements of mcome, Afler such o reversal, the depreciation and
amortization expense is adjusted in future vears 1o allocate the assat’s revased carming ansount, less any
residanl value, on o systematic basis over fs remaining hife

Croweacthana I
Goodwill s reveewed for impairment, amnually or more frequemtly, of cvents o danges in
circumsiances indicate that the camyang valee may be smpained

Impairment & determined by assessang the recovernble amsount of the CGLU dor groap of CGLS) to
whach the goodwill nefates. Where the recoverable amount of the OGU {or group of OGLUs) is less than
the carrying amoeant & whach geadwall has been allocated, an imparment loss 1 recopnized. Where
oo wull forms part af a COGL {or group of CCLs) and pant of the operasons within that anit 15 disposaed
of, the goodwilll associated with the operaton disposed of is incleded m 1he carmving amount of the
operaton when doterminang the gaim or boss on deposal of the opembion. Goodwall desposed of in this
arumslance is measuned on the basis of the relative fasr values of the operation disposed of and 1he
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postion ol the CGLU rotamed. Impairment bosscs relating 8o gesdwill cannol be roversad in future

Hmmnhulmlq COs1E o ml amd pas Hcllh mhﬂdnﬂ cstimaics made by the SC aperaior. The
tmang asd amount of futere expenditune are reviewsd annweally. Lasbility and capitalized cosis
igcludad in oil and gas propertics i3 oqual o the preset value of the qu:n'i proponicnals shane n the
tedal decommissioning costs of the consofium on imitial recopnaon. The amount of asset felarenmse
obligation in (b comsolidaed statememis of frascial position is insreased by the scerction oxpense
charged 1o operations using tbe EIR over the cotimated remainisg term of the obligation. The pemodic
iy isding of the diseount 5 recognized in the consalidated seements of income as ‘Iseren expense
and oiber chargss’. Additional costs of changes in rchabilitation and decomnsissioning cosls anc
recognazed as sddsions or chasges to the corncsponding asscts amd provision for rchabilitation and
decommissioniag cosis when by socur

For clesod sites or arcas, changes (o cstinated costs ase rocognived immedintely in the consoliduted
stalemwents of income, Deorease in rehabilitation and decommissioning costs that evesads the camving
amourd of the comesponding rehabiliiation assel is recogmized immedisicly in the consolidaed
statemenis of income

Capital ssock is measured at par vahes for all shares issued. The proceeds from the issuance of ordirary
or comenos shares are presented m eguity &5 capital stock to the extent of the par value issucd shares
and amy excess of the procesds over the par value or shares ssned less any incremental costs dinectly
attrsbugnbde to the issuamce, net of tax, is presented in cquaity as additional paid-in capatal

Subscription Recoivable
Subscription receivable pertains (o the uncollecicd porion of the suhscribed capital stock which reduces
the cutstanding balamee of capital stock,

Equity Reserve

Equity reserve is the difference between the noquissizon cost of ne eatity wnder common costrod and the
Parent Compasy s proporisonate share in the net asscts of the endity acquired as a result of a business
comhimation pecounted for usimg the pooling -cf-imerests method. Equity reserve is derecogmized wisen
the subsidiaries are deconsolidamed, which i the daie on which control ceases

Deficit
Dficit represents accumalated bosses of the Group, pror penod adjustments, cffect of changes in
accomnting policies, and other capital ndyustmenis

l.t,'.lm.,sd p.arlt r-:lumhqm ...!u.:t 1.I.‘I1-r,|1 Ihcpnrh. has the ability to controd, directly o indarectly, throagh
o o morg mlermidiancs, or ceorcise significant influence over the othor pasty in making financizl
and operating decsions. Such relationships aleo exisd betneen and'or among entsties which are under

commean comtred with the reporting entity and its key management personncl, directors or stockholders,
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P R .
Accoriag policies applied betore Jaswary |, 2018

Revemie is recognized apos delivery to the extent that i is probable that the cooncmie bencfits
assopinted with the transaction will flow to the Group and the amount of revenise can be relinbly
measared. The Group asscsses its revenise armangensents agasnst spocific cnteria in order o determing
if it is acting as principal or ageat. The Groep has comcudal that i s scting 2 principal im all of iz
MEVEnLg METANGEmEnis,

Rivere frowm sale r:g.r';mmh'um_pm.-.l'u-;:u

Revenue s denived from sale of peirnaleum to third party customers. Revense is recogmized at the time
of delivery of the petroleum products to the purchaser. Revenwse is measured ot the fair valise of the
congiderntion received, exgluding discounts, rebaies, amd cther sales e or dugy,

fterest o
Inicrest income is recognized as the iserest aconacs using the EIR method

Accowmaning padicres appited after Janmary §, X018

Revenue from sale of peircleum producis is recognized ol 3 poini | ame when the control of the goods
has trassferred from the Consortiuen Operator of the joini arangemesi to the castomer, which is
typically upon delivery of the petroleum products o the customers, Revenee is measured af the far
value of the conssdertion received, exclading discounts, rehates, and cther sabs tnxor duty, The Group
has generally concluded ikat i is the principal in iis revens: armngemenis

The: revenue recognized from the sale of petroleum products pertains to the Group’s share i revenue
from the point operadions. The revense shanng i nocounted for in accordamce with FFRS 11, Josr
Arrangemenis

fntenesr imoome
Interest income is recognized as the inderest aconaes using the EIR method

Costs and Expenses Recogndion

Costs and exponses are decreases in ccomomic benefits dunmg the accounting pericd im the form of
outflows or docrease of asscts or incurrencs of That resul indecreascs in cquity, other than those relabing
to distributions o equaty pariicipants. Costs and expenses ane recogmized in the corsolidated siafements
of income im itk vear they are incusmed

Fedraferim prafuciion oosts
Petrolewm prodsction costs, which inclede all direct matenals and labor costs, deplotion of oil and gas
propertics, and other cosits related fo the oil and gas operations, ane expensed when ancurred.

Crereral and admimisiredive expenses
Cieneral and sdmimistratinee expenses construte the costs of admimistenng the busines and are
recagmned when imdarmod.

Chthers

Chhers mclude other income and expenses which an: imcidental o the Group's business oporations and
are recognired 10 e consalsdated satoments af incame.
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Db Comprihensive Ingome: (Loss)

Other comprehensive income (less) comprises iems of imcomse and expense (ncluding wems
previously presented unsder the consolidated statements of changes in cguity ) that arc not recognazed in
ihe consolidated siaments of incoms for the vear in socordance with PFRS.

i v v-Dlgnn minated piticns amd Transkigioss

Trrsactions denomimied in forcign curnescics ase recorded using the exchange rate i the daie of the
tranasction. Chatstanding monctany assals and monctary liabilstes dencminated in forcign cusrenciss
are restaied using the e of exchange ai the end of the reporting daie, Moa-moneiary dems that ane
mezasmired ot fair value in & foreigs carremey shall be translated wsimg the exchange mies st the date
wilheem the Eair vabue was dacrmsined. When a gain of boss on o son-manctany item is recogriead in OC],
any forgign exchange component of that gaim or loss shall be recogmized in the corsclidated staicments
of comprehensive income Coaversely, when o gaim or loss on 8 non-mosstary item is recogrized in
il coesedidated stafements of inconse, any exchange companent of that gain or boes shall be recognized
im the comsolidated statements of imsamse,

[ngomse Taxes

Currgnr imcome 1oy

Curremt income tax assets and liakilsses for the cumrent and prior pericds ane measured a8 the amount
expected to be recoversd from or paid to the mastion authontics. The inx mies and tax lans used 1o
campuis the amoumt are thase that are enacted or subsmntively enacied 31 the end of the repeming date

Feferred imoowme far

Dieferred income inx is provided, using the balance sheet lability method, on all iempomny differences
&1 the end of the reposting date Between ibe tix bases of xssets 2nd lisbilitics and their carmving nnssums
for firamcial reporting purposes.

Deferred inconss tax linkalities are recognized For all taxable tznporary differences. Defferred income
tax assets are recognized for all deductible tempomey differences. carmyforward benefits of the excess
of mimimum corporate income tax (MCIT) over the regular corporade mcomes lax (RCIT)L and net
operating loss carmyover (NOLOCOY, g0 the exient that if is probable that sufficsent future taable profits
willl he available against which the deductible tempomry differences, excess MOIT and NMOLCO can
be utilized.

Dieferred income tax lahilities ane not provided om non-taxable temporany differences associabed with
investments n domesbhic subsidianes, assocatcs and mlercst an joind venbures. With respect o
imvestments in olher subsidianies, associales and inbevesis i joant venfures, deferred income Ea
labaliies are necognized cxcept when the timang of ibe reversal of the tiempomny difference can be
controlled and it is probablc that the tempormey difference will not reverse in the foresceable fatare. In
husimexs combmations, the identifiahle axsets sequired and hisbilities assumsd are recosnieed at thair
fair valees at the acquasition date. Dieferred moome tax lahbilities are prosaded on fomporany differences
1kt arse when the tax bases of the sdentifiable asscls sogaired and liakalfics assumed are not affected
b thee business combanation or are affectod dafferently,

T carryvimg amownt of defemed mcome Bax asets s eviewed at each repofting date and redoced 10
the cxtent that it is no langer probabls that suffscaent futune taable profits nall be available ta allow all
or part of the deferred inconse Lax asiets to be utilized. Unnecognized defermod incomse Lk assels ane
reassessod al cach reporting date and ane rocogmezod 1o the exdent that it has bacome probable that fubane
larahle profits will allow the defermed income: 1ax amownt 1o be utihized.
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Diferned incomes: iy assets and lisbilitics sre encasured 31 the tnx mbes that are expected to apply o (ke
pericd suben the assct is readized or the liabality is seitled, hasad on tax mies and tax ks thadt bas boen
enacted or substantively enncied af the end of the reporiing penind

Deferred neome tax xsects amd deferred income inx bhixbditics are offeet of o legally enforceable right
cxists (o set off the cument moome tax assets agasnst the current income tax bliabilitics and the deforred
imcome taxes relate to the same tnxahle entity and the same taxation authority

Frovisions and Contingencics

Provisions ane recogmized when the Group has a presont obligatson {legal or constructive) as o resull of
a past event, i is probable that on outflow of resources embodving eoonomac benefits will be requined
1o scitle the obligation and a relizghle cstimate can be made of the ameunt of the obligation, I the cffea
of the teme valee of money B matenal, provisions are dotermaned by discounding the oopedted future
cash flows at a pre-tax raie that reflects corment market assessmeemts of the time valwe of money and,
wheere approprate, the nsks specific o the liabaliy.

‘Where dscountmg 15 used, the mongse i the provision dus i the passage of me 15 recognoed as
imlerest experse. When the Groap oxpects a provisson o loss 10 be reimbursed, the reimbursement is
recogmzed as a scparale assel oaly when the reimbuarsement 8 vefually cotain and 153 amoant s
cshimable. The expense rellating 1o any provision 5 prosenbod in the consodidatod stalemonts ol insama:,
net af any reimbursement.

Contingee labilities are nol recogaizad in the consalidated financial Aatemonts but are disclosed in
the notes b the consolidated financial satements wnbess the possibility of an cuiflow of resources
embodying ceonomic benefits is remate. Contimgent assals are mol recogmazad in the consolidated
Fnancial satements bul disclosed in the notes o the consolidued financial stamements when an mflow
of ceonomic benefis @ probable. Contingeni asseis are assessad comtmually b emsure thad
develapments are appropnately rellocted i the consalsdated firanaial stasements. IF it kas become
virtually comain that an inflew of coonomic bonelits will anse. the assal and the related incame anc
recognized im the consolidated financial sabements,

Eamimgs (Loss) per Shar
Basic camings {loss) per ghare is compaiied by divading the met income (bossh stinbaiable so coquity
helders of the Parent Company by the weighted average number of comenos shares outstanding daring
ihee vear afber giving retroactive effect o stock dividends declared daring the voar, i .

Diluted carmings (loss) per shase is calculated by dividing the net income (loss) ptribatabls to egairy
hialders of the Parent Compasy by the weighted pverage emmber of commson sharcs ssead during the
vear plus the weighted average number of comemon shares that would be issaed on the comversion of
all potentinlly dilugive common shares e comman shares

Sepmend Reporing

The Group's opemting businesses arc orgamized and maraged sepamichy according to the natare of the
products provided, with each segment represeniing o strdegic business umit that offers different
products o different norets

Ex fler th R o P
Exvents afier the reporting penod that provide sddificnal information abosst the Group's posation af the
reporting peniod (adjuesting cvents) are reflected im the comsolidated financial statements. Evemts after
1he reporting pencd that ane nod adjustmg cvents, if amy, ane disclosed when matonal 10 the consoledaled
firamcial slatemenis.
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3 Summary of Significamt Judgments, Estimatbes and Assumpiions

The proparabon of the consalidated financmal slatemonts in accordance wath FFRS roquines the
manygenen ol the Group o exencise udgments. rake sccounting csiimal e and use assamplions thag
affizet the repomed amousts of asscts. habilitics, meome ad expensa, and the accompanyving diselosure
of any contingonl assds and contimgent liabiliess, Fumire cvemts may ocoar which will casse the
assumspisong wsed inoarmving ai the sccountmg cetimates o change. The cffocts of asy change in
accounding estimates ane rellected im the consolidated financial satemenis as they bevome reasonably
determisable.

Accounting jedgments, cstimates and assumptions ae continually evaluatad asd are based on bastorical
cxperiends i cther factors, melisding expectations of futuee cvents that ase belicved to be reasonabile
unsder the carcamsianees. Achual resalts could differ from sach estimates

Jugdgenis

In the peocess of applying ihe Group's accousting policscs, nunagement has made the foellowing
Judgneents, ppast from these involving estimadions, whach have the most sigrificant «fTecis on amoanis
recognized im the consolikdaied financial satemenis,

Derermunarion of de fmotiona currency

The Parcnt Company and BEMC, based on the relevant ccomomic substance of the underlving
acumrsiances, have determaned their fumctional currency io be the Philippine Peso. FEC s functional
currency is (ke Camadian Dollar whille ik United States (L155) dollar for FEL and Paikin, These are the
currencics of the pimary cconomic envireaments in which the enlitics primanly operale

Pherermimation v Chass fearfon af @ foimd errengemmen

Judgment s requirned o determine when the Growp has joind contral over an amangement, whach
recuings an asscssment of the relevaml activitics and when the decissons in relatson 10 these adnitics
require wnanimoues consent. The Cioup has defermaned that the relevant acBivities for ifs joind
armrangemenls are those relating (o the operating and capatal decisions of the armngement.

Jsdgment is also regquired B clssify a poimd arangemont, Classifiang the ammgoment roquires the
Ciroap o assess their rights and obligations ansing from the ammangement. Specifically, the Group
considans:
& The struetene of the joint amasgement - whether 0t & stnuctured through o separmte vehicle
¢ When the amangomend 15 structoned through a separate vehicle, the (froup also consders the nghis
and obligations ansing from:
a.  The legal form of the separate vehicle
k. Tho terms of the eontractual arrangemont
¢, Mher facts and arcamstances (when relovant)

Thas asscssment offen requires significant judgment, and a differest conclusson on joind control and
al=y whether the armasgement = a ol oparation of a el vesture, may makenadly impact the
accounting hcatment for cach assessment,

As an December 31, 2018 and 20017, the Growp®s point arrangemenis are m the form of a point operation.
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Assesrment of progecion siarl dafe

The Giroup assess the stage of each ail field o determine when the project moves from the exploration
1o the production phase. When a project moves into the production stage, the capnalization off certain
ovploralion or developnienl cosls ooasct and ol ane ather rogarded a3 invonlony or exponsed, excopl
for capitalizablc costs related po wells, platforms and other faalitics addiions or improscments, 1S
alza ar thes poist that depletion commenoes.

Assexsmwt anf uritr-af-producion demation
Estimated recoverable proved and probable reserves ane used in determinmg the deplation of wells,

platforss and oil Hicld asscis. Thas resulis in a depleson change proponianal o the depletion of the
anbicipated remamnieg life. Each iwem's [ife. which is assessed annaally, has rogard 1o both phyvsscal lifi
lnitations and o prosent asscssments of ccanomically recoverable resorves of the ail field The
calaulation requines the use of estimates of fulere capatal expendatuse. The Group ases bamels of ol
prodhuced as ihe base of depletion. Any change in catimaies is accountod for prospectively.

The key cstimatcs and assumpisons concemning the Tutare and other key sources of estimation
umcertimnly al the <md of the roposting pened, that have a sigmificant nsk of causing a materal
pdjpastmeng to the canrving amounts of xsscts and liabilivics within the e Gnangial vear are discussed
below,

Sipraifean aconrnning eunimirtes applied befere Saomeary |, X018

Exstmurravet ol anllmearsee fior (oprirerd ol eale arwd orlier recervables

The Group madntyins am allowasce for impasrment 31 3 bevel that management considers adequate o
mpeovide for potertial uncolleotebilicy of ics irade and recenvables. The Groap evalumies specific baleness
where management has informagicn tkag cenain amounts may neg be collecitble, Im these cases, the
Groaip uses padgment, based o svailable Sets and circamstnnees, snd based om o review of the fhctars
ikeat affect the colbeceability of the accousts, The review i made by menagenseat on a comanuing hasis
1o idertifyv nocounts to be provided with allowance

The Group did nog assess its imde angd ogher receivables for collective impairenent duss 1o the Row
courderpartics 1hat can be specifically sdentified. Any impairment boss is recognized in ihe consolidated
stniements of income with a corrsspondeng redaction in the canrving vales of the loass and receivables
tlrough an allowance account, Tetal carving value of trade and other receivables nmounted w P4 583
as o December 31, 2017, respectively (see Mote 6), Allowance for impainmerd losses on other
receivables amousiod to BT as at Diecember 31, 20T (soc Mode &)

Ko oam aocomning esrimoies appied o orafier Smmary [ 2008

Frirmartaon of pravineon for BCLs of irade and oifer recervaliles
Tz Cirowp uscs a provision main 1o calculate ECLs for trade and ofher recenables. The provision
rales an: based on dayvs past dee of each counterparty that have simalar ks pattem.

The proveseon mains & mitially based on the Growp's histoncal observed defaudt mics. The Groap
calibrages the matrix 10 adjust the historical credit loss experience with foraard-looking information,
For mstance, if forocast coonomac conditsens (¢ unemployment ratc) are expected 1o deteniomie over
1he next vear whach cam lead to an imcreased namber of defaults in its members, the hstoncal default
ralcs arc adjusted. AR cvery reporting date, the histoncal observed defanlt mics are wpdated and changes
im e forwand-lookmng estimates are analyzed.
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The assessment of the comelition batween hstoncal chserved defaull mtes, forecast scomoniic
conditions and ECLs 15 a sgnificant cstimate, The amount of ECLs i semsitive o changes i
circumstances and of Forecast coonemie conditions. The Group's histoncal crodit loss experienee and
forocast of coonamae condidions may also mol be ropresentative of custamer’s actual default in the
fubure.

Mo provision for ECL on the Group®s tede and sther reecivables were recogrized in 2018, Total
camving value of trade and other oconvables amountad o PA0.741 as st Docomber 301, 20IE,
respectively (soc Note 6). Allowance for ECL om olher moceivables amoumted 1o FT0T as &1
December 31, 2018 {soc Mol 6).

Endtmsartion oof oil and gas reserves

Hydrocarben reserves ane cstimates af the amoant of by drocasbons that can be cconomically and logally
exiracted from the Group's ol amd gas properiics. The Group cstimates M commencial peserves and
resmirecs basad oa imfornastion compiled by appropreately quabfied persons relating to the gealogeal
and technical data ca the size, depih. shape asd grade of the hvdrocarbon body amd suitable proghiction
techmigecs and rocovery rates. Commuencial reserves ane debermined using estimates of oal and gas in
placs, mocovery [actors and future commssddy prices, the Eatler having @ impact o the tedal amowsnl of
recoverable reserves and the proponion of the gross reserves which are atiributable o the hos
govemmenl under the terms of (be Production-Sharing Agrecments (PSA). Futuee developmenm costs
arc estienated using assumpitions s (o the mimber of wells required o produce the commearcaal reserves,
ihe cost of such wells and associated production Bscaliiies, and other capital costs.

The Group estimnutes and reponts hvdrecarbon resenves i Bing with the principles contained im the

Socicty of Patrodoam Engincers” Peiroloum Resounces Masagement Reporting Svsten Framework, As

the ceomamic xssamptions used may change and as ndditicesd geological information is obtained during

b opemtion of o figld, estimages of recoversble reserves may change. Swuch chamges nay impact the

Groaaps neported financial pesition and resubis, which melude:

s The carmyimg salue of defermed ol and gas exploration costs. ail and gas propertics and property
and equipment, may be affected due 10 changes i estinoded future cash flows.

e Depreciation and amormizstion chanpes in the comdolidated stsemenld of comprehendive ineome
meny change where such charges are determined usang the unit of producton (LOP) method, or
where the uwschul life of the relared assas change.

= Proauseons for decommissioning may change - where changes to the reserve estimates affect
cxpectations shout when sach actinagics will oocur and the associated cost of these activities

e The recognition and carnving value of deforrod tax asscls may change duc to changes in the
jadgmcnts regandsng the exastenes of such assas and in catimates of the likely recovery ol such
assels.

Exrpurtion aof aeplaron baved ar LEP

Wells, platforms, and otbser Gielities ase depleted usang the V0P method over the total proved and
prohable developed reserves. This pesulis in amorazation ¢ propanional so the depletion of the
anticipaked remaning prodection from the feld.

Each ivesn s Bl which i assessed snnually. has regand s both its phasical e limitstions and wo present
asscaments ol coonomeally Fecoverable raserves of the Geld al which the assal s locabed. These
calculations pequine the use of estimaics and assusptions, meluding the amousd of recoverable resenves
and ¢stimates of fubare capital expendsture. The caleulation of the 0P mite of depletion could be
ienpactsd bothe exbent that actual preshiction = the fubare i dileeent feom current Forocastal prodection
based om botald proved snd probabbe reserves, or fubune capital expendinere cstinate changes. Changes
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1o proved and probable retorves oould anse due to changes mn the assamplions wied in csimating the
reserves. Changes are accounted for prospectively.

As i December 31 2018 and 2017, the carryving vabues of wells, pladiorms, and other facilines, shown
as ‘Dl and gas properties’ snder ‘Propory and equipment”, amounted 1o B22408% and P55 fod,
reapectively. In 2008, 2017 and 2016, deplatson oxpenss incumed by the Group amoanied 1o Boo H1S,
P29 705 and B9 TS respoctively (30e Notes 9 and 13)

Anseszameat o imgperirmmens of peaperty i equipsseal

The Grroup assessss whether there an indscations of inspaimment on s property ad cquapment. IF there
are indscations of impairms:s, mpasrment leding s porformed. This regquires an eatimaton of the value
im use af the CGLls to which the assets belong. Estimating e valve in use roquanes the Groap wo make
an estimaste of the cxpocted future cash ows from the CGL aad also o choose a suitable discount mie
im peder o caleulate the prosest valug of those cash Qows,

As af Dogember 31, 2008 and 2007, the carmviag value of propemy and cqmipment ameunted 1o
P30, 798 and P261 823, respoctively, met of allowasee for impairment loss of P421 451 and P419.693
as at December 31, 2008 and 2017, respectinvely {see Mote 9],

Fipairment resteg of googfail!
The Group revicws the carmving values of gocsdwall for smpairment asnually or moee froquently f
cvenls oF changes in gircumstances indacate that the cammang valee may be ivpaired. The Group
inpairment test of goodwill snnually every Decemvber 31, Impainment is determined for
geulnall by msessmg the recovermble amount of the OGL o geoap of OGUE o which the gooadwill
relutcs. Asscsamenis requine the use of extimates, judgensenis asd assumptions pach a8 forccasied oil
and gas prices. estimated volame of resources and reserves, capital expendibares, production amd
opsmting costs and discount mie. [f the recoverable asnount of the unit exceeds the camving amount of
iz DG, the CGL and the geodwaill allocated to that CGL skall be regarded as nog impaired. Where
s negonverahle amount of the CGU or groap of CGLs s kss than the carnveng amociant of the CGLU o
growp of CGUs e which goodwill has beem allecated, an impaisment loss is recognized. Mo impairmend
lemses were recognized for the vewrs ended Decensher 31, J01E and X017, The carrving walue of
geadnall as ar December 31, 2018 and 20017 amounted 1o P 1238383 (see Nobe 4)

Pherarmiration of dhe MRV of imvennrie

The MEY of coal and paroloum inventory 18 compated based on cstimated selling price less cstimared
costs 1o sell. The NRY of malerals and sapplics is computed based on their cstinated sales value a1
ihear currenl comdition. Based on thess ctimales. an isvenlory wite-donm is recegnisal for any excess
of carrying vaboe over ibe NRY of the investory. The carrying valwes of the invenborics of the Group
amcurted to P32 308 and 21,727 & at Deeember 31, 2008 and X017, respoctively (see Male 7).
Allpvancs fior probable inventary |osses amounbad 1o P266, 103 as ab December 30, 2008 and 2007
(soe Mot T).

Enrtmrtivn of provivion for rebabilismoe ael diecomniasianing cosi

Significant estimates and assumplions ane made in determinang the provisson for rchabilitation asd
decommisaioni fg costs. Faciors affeeting the ultmabe amoust of liabdlity inchade ctsmabes of the exient
and costs of rebabilitation acirvities. lechnological changes. regulsiory changes, cost increases. and
changes in discount mabes. These uncenaimtics may result in future sctunl expesdituee diffenieg fom
ik amomngs carmemtlly proveded. The provisson 8 cach reporiang penicd represents managemsat s best
catimate of the present value of the funere rchabilmaios costs roquined. Changes 1o cotimated fisture
coats afe recognized inthe comsolidased satements of Gnancial pesition by adpasting the rehabilitation
paget and  laghility, Assamptions wsed g0 compute for the provision for rchabilission  asd
decommissioning cosis ase reviewad ad epdabed anmaally. Provision for rchabilsatson aed
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decommassioning costs amountcd o BEASS and FTYS5 as al December 31, 2018 and 2007,
respectively (soe Mote %), The Group recognized acerction of intorest amounting 10 B76 and B 130 for
2008 and 2017, respoctvely. The discount mte wed by the Group 10 valee the provison as sl
Decomber 31, 2018 and 2017 is 1.63%

Recoverphiliny off aeferred il and pas exploraran costs

Defermad cxploration cosd pemain w opendibans incurnad m the exploraon stage of me cal and gas
asscts. Onl and s asscts relage 1o projects that anc cusrently an-going. These deformad oxploration cast
shall be assessed for impairment when the Escts and circumstances suggest that the camving amounis
axeoads the recoverable amounts. The ability of the Groap o reeover s defermad explosation costs
wouald diepend on the commercml vaabiliny of the resemaes. In additon, the recovery of these costs alse
depemds upan the success of explartion activities and future developmen of the diseovery of oal and
gas producible in comnscncaal quamitics. Allowances shall be provided for oil and gas asscts b ane
specilically sdentifiod 1 be unrecoverable. There was no albowance log impainment loss rocognisad in
2008 amd 2017,

The deferved ail and gas explorstion costs have a carrving value amountmg to B5 310477 and
PE 168508 as ot December 31, 2008 aad 2017, pespectively, net of allonance for uanecoverable pomion
pmcnieting o PTETOTE asd PGOES 10 for December 31, 2008 and 2017, nespectively (see Note 10)

Avzeswimg realizabiliy of deferred income 1oy asaees

The Growp revicws the carrving amounis af cach reportang periodd and adjusis the balance of defernead
imsone: N assets to the extent that it i mo longer probable that sufficiens future tacable profits will be
available to allow 21l or part of ibe defcaved incoane tax nsscis e be unlized Howeve, ke 5 so
assurance that the Growp will utilize all or pas of the defernad imcoms: iax asseis.

The carmying amount of deferred meoome thx assels amoented to P35003 and PILASL a5 at
December 31, H0UE and 2007, respectively. Detaals of iempomny differences in which no deferned tax
assets wore rocognized ane provided in Moge 18,

Fravivion far lores

The: Growp proasdes for present obligations (legal or comstmactive) where it is probabde that there wall
be an ouiflow of resources embodying economic bemefils that wall be required fo setile the sad
obligations. Am estimate of ihe provision is hased on known information ot each reponing penod, mel
of any estinaied amouni that may be reimbarsed ie the Group, The amouni of provision is re-assessed
ot least om an annaal basis 8o consider mew relevand informabion. As of December 21, 2008 amd X0 T,
prowvision for losses recorded under noncurrent lishilitics amounted to PIR3 460 and PIRZ TSR,
respeciively (see Moge 23

4. Business Combination

s 007
Peru block #£-38 P79 9% PO, Dkl
SO T2 (Recto Bank) 254397 254 397
Others 4,197 4,197

PLIISSBA  PI23KSKd
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..-I;.ql.uﬂmm af Pridkare

O Agel 5, 2005, PXP imcreased its stake im Pukin from 1R 46% o 30 28% through acquisition of
addateonal 46,405,000 shares ot USS0.75 per shage or o tegal of U5£34. 8 mallicn, which resubied wo PXP
obiniming costrol over Piikin As a resuli of the noquissison, PXP gained coniral of Pitkin's kev asscis
imcluding participating imeresis in Pena Blogk Z-3% and other Fhilippine blocks

The goodwaill of FIL534, 168 ansing from the acquisition perians o the revenue pofential the Group
expects from Pitkin's Pemo Bliock #:38 and other blocks,

As o the acquasstson date, the far value of the net identifinble amsets and liabilitics of the Pitkin are as
follows:

Faur YValue
Cammving Valee  Recogmized on
im the: Suhadiary Acquisiticn
Asseis
Cash and cash aquivalents PEOZ 5T PROG 3T
Roceivablcs 40814 0916
Inventones 1035 1055
Dezferrad 04l and gas explortson costs 407219 L5013
Propeety and cquipmasgat 2R00 2,801
Crher nongurrent assets R4 6,842
I_IhIII':"E ﬁ,]?ﬁ,mm
Lishilitics
Accounts panvable and acerucd laabilitics 45591 48,39
Deferred ineome iax labilny - 1534, 164
4% 391 1,582 550
Total identifiable met asscts Bi2I3A0] P T 33T
Toinl identifishle met nssets P, 193 52T
Toind consadermizon 6, 327 505
Ciospdoalll ansingz fram acguisition F‘IISZ'-I.IMI-

The Fair valucs of deferrod ol and pas cxplosanon costs potognized as s December 300 2013
consalidated financial statements were based on & provissonal assesseent of their xir value. The
wathation is hased on discounted cash Movws o cach of the project sehjeet to uneenaimty which myvalves
sxpnalicant judgisests on mamy vansbles that cannod be procisely assessod an repoating date.

O Julv 16, 2003 amd Ociober 23, 2003, Pakin complised the sale of all its micrests im ils
whallv-pamed sebadiancs, Viaram Amencan Explompon Compasy LLC (Vames)d with a 253%
participating irterest in Vectnam Block 07703 and Loesdale, Iec., respectively, Goodwill ssobutnbl: o
Vigtnam Blogk 0703 ar ome of acqaisison of Pikin by PXP was derecogrized ameouanting o
P35 1TH,

In 2014, resalts of studies from thind party oil and gas consultants and competent persons were obinimed
b each of the respective opernicrs of the projects which enshled ibe Group to performn and updaie the
discounicd cash flows, As o resuli of these psscssment, a2 increase in carrving amount of Peru
cxplomtion asscis by PR3 309 occamed while assets in the Philappines deoreased by the same amcunt.
Tz 20003 compambive imformagion was reststod to reflect the adjustnsent to the provision ansourds



PXP Energy Corporation Annual Report 2018

71

These adpastmengs. however, did ot have s material effect o goodwill, deferred income tax asscis
of linhalitics, imapaisment losses and forcige currency exchange gains or lossss,

In husimcss combanaizons, ke dentifiable assets aequired and lashilitics assumsed are recogmized ai their
fxir vnhass 0 ithe nequassion date. Deferved mcome tix lsbilities are provided oo iempoary differences
that anse when the tax bascs of the sdentifiable asscls acqaired and liabalitics assumed are not affected
by the business combinatson or are affected differently

The aggregate conssderation follows:

Anmoumnt

Fair value af previoushy beld intenest B33, TiH

Consideration iramsferned For addinsonal intercst aequired 14353352

Fair value of nos-cantralling imenss 3580663

P 327 695

The Giroup mcsured non-controlling imterest usimg the Eir valoe method.

- _ Amous

Considertion imnsfimred for pddstsonal imercst sogquised 1,435,350

Ligs cash of acquired subsidisn, BO3. 370

it K]

Revenucs and net ineom e of the acquance saneg the soquisition dae amesantod o P3 403 and B 1050, 794,
respectively,

Aciprisivion of HEMT and FEC

O Sepoembser 24, 2010, pussuant b0 an intemal recagami catson whercky all of the energy assets of PMC
are 8 bse held by the Parem Company, PMC trassfomed all of nis investment i skases of stock in BEMC
and FEC [see Mote 1), Thas quedificd a5 & husiness conshination usder commaon control. The isvesimaend
in FEL was proviously recognizad as an investment in associale,

The basiness combinations under comeon ¢ontrol weee scecunted for wsing the pooling-of-imencsis
method since PMC, controls the Parest Company, BEMC, FEC and FEL before and after the
tmnsactions. No restatement of financial information for pencds prioe o the massacEons vwas mads,

The share of the Parent Comgpany in the carmying omoants of net sdentifinbde nssets and labilities
ameanted to P1,056,752 whale the cosis of business combinaizons amounied o P1L006, 164 whach
consist of cash purchase price for BEMC and FEC, ned the carmvies amount of equity micrest = FEL
held bv the Parent Comspany before the dabe of pequisstion. The acquissions resubied o on
increase mo oequity reserves amd nonecontrolling  imderests amounting B40.588 and PE03,5IS
respeciively, ns at the date of business combanations. CGoodwill arising from the business combination
mmceantad to P25E 595

Todal cash amd cash equivalents nequired from the business combirations under common congrol
amounted to B252EA], As ol December 31, B00E and 3017, the goodwill resuling from basiness
combinations amowntiog 1o B1,23%, 583 arc allocated wo the Growp s cash-goenerating wnits namely: SC 14
C-1 Galee (il Field, 50 14 A & B Mado - Matindoc, SU 72 Recte Bank and Peru Bladk 1%, The Group
perfiormed s annual imparrment test i 200X and 2007,
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The recoverable amoant of the Clills were determimed hased on a valee in wse calculstion wsmg cash
flow projections from financial budgets covering the expedied lifie of the o and gas ficlds, Based on
1ks amakyeas, management comcluded 1hat the poadwnall 15 recoverable

The cabeulation of the valwe inuse for the CGLs incorporales the following key assumptsons:

a) ferecarsied ol and gos prioe = whoch ane cstinatod with reforence to oxdornal market forocams:

bl veriarme of recomnoes and reserves - whch are based on refourccs amd resorves roport prepancd by
tkard party.

b coparel experditure, prosfsction ol aperaiiig oosts - which are basad on the Group's histoncal
experienos and Best life of well models; and

) aiscrmet mrde = which wore cstimated based on the industry weighted average cost of capital
(WACC), which midudas the eost of oquity and debt after consadering the gaanng b, The poit-dax
discount rales applicd 1o cash flow projections rasge from | 1R w0 13 44% and [0096% 10 12.5]%
as at December 31, 2008 and 2017, respectively.

Vilee i wse i mest sensitive (o changes in discoust rate. Management belicves (bt the key
assumpons usod m determining the reeoverable amount 3 rexsomable possibde changes woald net
cause the OGUs carrving amoum 1o exeead M rocoverable amount

. Cazh amd Cash Equivalenis

M8 2017

Cash on band asd in basks L e P1T2.535

Shoat-igrm imvestments 165,206 177, 504
P342374 PAS0, 030

Cash in banks cams imlcrost al the respoctive bank deposn rates. Short-tenm investments are made for
varviig periods aof up Lo thiee monsths depending on the cash requiremonts of the Group, and cam
iscrest ab the respective shost-torm mmsvesinscnls rabes. Inlerest income ameunting o P2 796, B3 740,
and P33 16 were mocognized in 2008, 2017 and 2006, mspectively. The Group bas cash in bank
denominated in USSE amountimg 1o USSS 852 and USS8.4%0 as ot December 31, 2008 and 2017,
respetively (soe Mote 195

Trede amd (Hher Receivables - nat
_ s 27
Trade B31500 BEL197
Oahers 10,147 i1.093
41448 42 392
Les alloswance for ECL of recenvables [ TOT) (F0T)
F40,741 B41585

Tende receivables are nos-inberest bearing and are cwwently due and demamdshle. These mclude
receivables froen the sale of petroleum producis, (iher reecivables pemnin io cash calls paid 10 ol
opcmbors pemding liguidstion, These are liquidated upon submission of the financeal reponts by the
opercor i e subscquent moath folbewing the mosth of cash call

In H117, the Girowp recogmized an impairment oa other receivables amounsting to P07
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The Giroup has no related party balances included in the trade and other recevables accownt as af
December 30, 2018 and 2017,

Invemtorics - net

His 2017

Coal - at cost FIzo45 P2I0 045

Potrodouns - al sl Ll ] ) e
Matcrials and supplics - at cost 46,058 46,058

208500 2578

Less albpwnnge for probable myventon losses 266,100 26, 103

fEH 0 e

Thie cost af petraleum necognized ag expense and imeludod in Petroleum produecton costs” amoanted
b PI30,%75, BIOSESD, and F113A05 im 20018, 2007 and 2006, respectively (8o Mobe 13)

Allowanee for probable invenilan losses m 2018 and 2007 pertaing 1o the total of coal inventons and
matcnals and suppls.

As ol December 31, 2018 and 2017, depletion cxporse capitaliosd a8 pan of patrolewm investons
amounted vo BT, 120 and F1IOGTS, respectively,

£, (Hber Current Assels
D0E 2007
Propaid expenses BE 44T B g
Inpul VAT 7004 1.214
13,341 PI2 408
Prepaid expenses inclede prepasd remtals, msumnce premiums, advasces for liquidations and other
ipenses pand in advanoe.
& Property and Equipment - net

At Dveemlbser 31, Z00H

Nlac T
AHl sl G, and SuirTere  Comvlfacibea

Properiics uipmenl  SArucioics Todal
Cirg
Halaroes a1 Januay | FII1EIR PI50 4ns BXTE5R F182  PL21284]
Additionm [ 591 = = 1.X0
Heclasalicabnm 34,18 = - = 34, o8
Lt of dransbation adwtmani JTET Snm - - AL
Falarces o Dicocraber 11 [ T ] I
ol
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Ad it Dvvembser 31, 2008

Mllaghimagrs
Wl amal Ciaa, and Surfe  Crsvinectien
il fy e B P Dy Tiasl
Accmmalaicd deplction asd
deproviatisn
[halarses o1 Janeey | Pl i LA L] [ Rt = PR S
Dieplition and doqprociation
Mz T and 13} TI e 214 = - TH AN
1M of wranslyison sdusisen 14,597 LFTY = = 15,155
|Ralances o1 Decemier 51 10,550 peie ] N80 - mlﬂ
Acrumubsid jmpalrment
[alances o1 Jsneany 1 TR 137 fdi T - d1mEaE
Effect of sranslation S A 1,540 b - - I, TN
[Ralarses a1 Doty 11 ST 153744 o, T o 430,451
H=h-l.l:=-|. IEEE ='.I'II - = m
il il Dol 11, 2007
Pl homwry
LR el Cias, ard Swlat:  Constncbon
Properues I yuzwne=t Stuclenes  an-peogress  Telal
Ll
Balanoes a1 Jenmsy | F4 1 FI494%T PATA5T Fise F1.202,151
Adhiliadi = 675 = - &15
Fiffect -rI'I:--_nll:m % HF _EH _ GRS
Halarsses o1 Dessmmber 31 GI1EIR F50 405 AT&50 T 1212641
Accumulaicd Sepheinn and depreciston
Balanoes o Jenmey | 350, T A9.075 A K = 453, TG0
Depletion and &grociation
(Mt T aad LX) A0 YTR FTeY HNEIA
Ll of franslatin adusdman! [ATH 1947 - = [Eral
Balasses ol Diascmber 31 -11'1-&9':! '!-I.IL} E = SIE
Accusulalal ispaiment
Falarsces o1 Janney | 211190 15274 I T 405 556
Akt 15201 15211
Efft of translation sdustman! LYo (K - - l,i-ﬂ_l]_
Ralasses o1 Diaeermber 31 EITIEIE ]M E?_T! TEG _I'}E
Mel ook valess H&iﬂl H-E?? | - P26 B85

In M7, the Group has recognizad provision for ismpainmend of propenty snd squipisant smounting (o

PIZZIN (see Node 14D,

In 0%, deferred oil 2nd gas explomtion cost of Galog Phase 3 amounting to P24, T8 nas tmesfzrned

1o wells

The cost of fally depreciated machineny asd cguipnseat still being wsed is the Group's opemtios
amourted to P34% a5 i Decesber 31, 2018 and 20107

Chl andd gas propeniees ncluede the rehabalsnizon and decommassioning cosis nmspunting o PR 453 and
P7.955 2= ol December 31, DM E and 2007, respectively,

The detnils of the Group’s provision for rehabalitation and decommissioning costs are a5 follons;

201K 00T
Beginning halances P74 =, Tl
Accreion Ta 13
Diisposal - {1LA75)
Eiffeci of irssalaiion ndjusinscni 422 —
!E’ balances HE BT 945
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The provissen for rechabilitation asd decomenisssonang costs amounieng to PRAS3 and F7.955 o it
December 31, 2018 asd 2017, mspectively, are ngonded ander “Osher soncusrent liabilities” in the
cansolidated statements of firancial position

The Ciroaap moarred actunl rehabalsintion and deconsmissioning costs amounting o B1ATS relsied o
the abandonment of the Liberiad Fecld wathin SO 400in Movember 2017,

Dhscoumt mie of | 63% was wsed o compute the present valees of provasion for rehabilitagion and
decommussioning costs of FEL, for the years ended December 21, 2008 and 2007,

- Delerred 0l and Gas Exploration Casts - net

& 2017
0l amdd gas exploration asscis PeDGT 252 PERIGETR
Lizss allowance for unrecoverable portion TSTHOTS R 5 i

PEIN0ATT S I6K 368

As at December 31, 20018 and 2017, camving valee of Pone explomton asscts amounted o
P340 508 and B3 303415, respectively, and the remaining balane: periain bo Phalippine explomation
nssets

PXP. Pitkin and FEL. through their subsidiarics, e wamous paticipating interests i potroloam
servics conracts as follows as at December 31, 2008

l'llbﬂjllﬂ'ﬂ Inlcresl

Sorvics Dontracd I'sF Pikin FEL
Sl o el Flock s | 5% - -
B0 6 (et Bk 555 - 5555
S0 G0 {Bomata Mok - - L E Y
B0 14 (Taxa Psv) - - NP
S0 14 Block A (o) e
B 14 Block B {Matmloo) - - 1281%
B0 14 Block B-1 (Boreth Maunkssh - - PRt
SO 14 Bock s (Chabs) = = 212%
B0 14 Mok C-1 (Wt Lmapacan) - - L AL
5014 Bk 12 (Hetentamn Bl = - 1T
B0 A0 (Mot Celbay Block ) - - [ETTL L
S0 T3 (Recio Rank) . - TR
S0 74 (Linspacan’ A

B0 T3 (Morifves! Paloaam) Sy - -
Pera Hloek £-3K - 25 (WM -

¥ (b g DA, U, A appe e’ i a D of T ne I redimgie Ul PuTTparig Lo e 20T e e
i faer, i o reisdl Fooriom 'i inlered i S0 (5 Ao i auied o 8 LS

"!h.—l.rml’..'.“ re ahe LA e gppeveand she e o sole oproesseer’ (AP el s 4 oo st 0L

el Hebrmany O, SO romrrry S TR siverel’ ol apsrosiorsiep of P o P

SO a4 {(cton Block)
Thez 80 convers am area of |, 080 square kilometers, On Joly 11, 2011, Piikan acgaired 70%% inferest and
opemborshap of the block

In 2014, Pukin clected not 1o enbey Phase 2 of the Fam-in Agreement and returned its T0% partscipating
imferest 1o the farm=cat parimers. As o resalt of Pikin's exit, Phibadnl]l resassumed the block’s
opertorshap beginming January 1, 20E whkile PXP amd FEL s participating interests in the hlock
returmed to their pre=farm oot interests of 5 56% cach, The DOE approved the DOA on KMay 14, 2005
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In 20017, the SC 6A Conscrtiam carried out o reprocessing of some 50X square Kilom eters of 30 seismic
data wsimg Pre-5inck Depth Migration (FEDM), which was then fedlowed by o re=run of the quantitative
imcrpreintion (() study that was carlier undentaken on the 30F dataset using Pre-Siack Time: AMigration
[PFSTND processing.

In 2018, Philodrill completed the seismic interpretaton/mapping work on the sorthem sector of the
bock using the PSDM volumee. The evaluation focused on the Malajon, Salvacion, and Saddic Reck
prospecis. The Malajon and Saddle Rock dosares were previously tested by wells whadh encoungered
gond il shosws in the Galoe Clastic Unit (GCLY) imenal. However, no tests wone conducted im this
imterval due o oporational constranls.

The foraard program for the nofhern block will progress the mapping and understanding of the chanme|
svslom n the ar by dosng addional atinbute studics 1o idontily and mature a dnlling kocation in the
arca.

S0 6 and 68 (Cadlao and Bonita Flock)

An in-housge cvaluation completed by Philodndl in carly 2016 shows the East Cadlas Progpoct has
manginal resourocs whoch cannot be developed on a “dand-alonc” basis. Howewer, i remans
prospective bemng mear the Cadlao Ficld, whach lies im another contract area. In view of this, the IV has
requested fior the recanfiguraton of 5C 6B 1o appesd the Cadlao Feeld for pessible joant development
im the future. Om Manch 14, 2018, the DOE approvad the anncxation off 5C 6 1o 5C 6B, Subsoquently,
ascEme roprocessing program aver East Cadlao and Cadlao Fecld will now be undonaken

O Jume 28, JE, Phalodnll reccaved DHOE s approsal for the assagnment of Trams-Asa's relingquiskod
participating interest in SC 6B vo the emalning consomium panners. As a resubl, Fosum's imtcrest
SC 6B has iscreased o 8. 182%.

ar i i boc & Nl lo Fil
Tesal prosductson from the Nido amd Matinlos fclds from Jamuary 10 December 31, 2018 nas 98 T
barrels. or an average of 260 harmels of oil per day (bopd). The Mido Ficld sccoanted for 34, 39% 04 the
tedal while Matinlos Field contribated the neenaining 45.41%. Skell Philippines remained a8 the wale
byt For the crude during the pericd.

The permasnent plug and abasdosment of the Libeo-1 and Tara South- | wells was completed in caly
lane MHE, The two wells had been shut-in mnee 1989 and 1990, respectively, The phag sd shandon
teok 41.% davs o complete. In 3018, the Group ncurred acnaal rehabilitaion and decommissioning
costs amounting to PROSTE relwed o the abasdonment of the Libre-1 and Tara South-1 wells
(sec Mote 15)

The Conscativm plans o pleg and ahandon ihe remaining ning (9) wells an tbe Nido, Matisloc and
Meath Matinkog Fighkds vwathan the second quarier of 2019 These Aickds have alrendy renched ther end
of life, having beem in production smnee the late 1970%s to carly 1980°s, The plug aad abasdonmend
operation will start in Apel 2009 and is expected to last for 34 davs. In HUE, the Groap ancurred
decommissioning oosts amounting e P41 related o the plag and abandonment planming of MNido -
Maimloc wells (see Mote 3],

S0 14 Block C-1 {{mle<)
The Galoc field has already prodeced aboat 21,35 malbion bharrels of il simce siaf of prodisction in
Cictober 20018
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In Oicinber 2006, the Galoe Block Consortivm approved the drilling of Gadocs7 1o test the Mid Galoc
Frospect, which is estinnated 1o contain resources of 6.1 mallica o 14,6 nallicn sock taek bamcls, On
Mowvember 8, 20016, the [HE approved the Galec-T dnlling program, with om ostimated budget
amounting to USE3 1000, Galoe Production Company (GPC) dnlled the GalocT well and o ssdetrack,
Cialog=TST, from March o Apnl 2007 wsimg the dnllship Decpsca Metro 1 The wells encountered
G ral? moders of net sand, which is below the prognosed thickness. ARer an eodensive review af the
well resulis and potential tee-back scenanos, the Consortium m comsideration of the prevailing low
crude prices decided 1o temporarnily saspend all activities related to a possible Phase 1 development
and concentrage 15 effors in optmazing ol production 3 the Galee Fecld from the current fiour (43
productson wills moonder B sustan profitability and prolong the fickd s coonomic life,

O Juldy 12, 20018, Tamarind Galase Ple Lid, a subsideary of Singapore-hased Tamannd Resowrnces,
acquired Muda Potraloum s subsidiancs Caloc Produectson Company WILL (GPC) and Mida Production
(Galoch Pre Lid, prving Tamannd 55 88% oquety and operatoribop of the Galoc Field. The new
management plans to install a Condensate Recovery Unit (CRLU) onboard the floating prodsction and
storage offloading (FPSO) vessd that 15 capable of reeovering 15 1o 20 bamels of ol condensale for
cvery | mallion cubse Foct of gas produced.

in 200% and 2007, the ficld produced asound |07 and | 46 millson barmels af oil, respectively.

B 14 Block C-2 (Wt Linapacan)

West Linapacan is bocated in 300 10 330 moters of waler, approximately &0 kibomaters offshore from
Palawan Blasd in SC 14 Block C2 i the MW Palawan Basen, Philippanes. It compscs bao (2) fian
ol bamng struchanes - Wiest Linapacan A and B - and several scismie leads. The SC was entercd inta
on December 1T, 1973 botween the Peoroloum Board and the onigimal second partics 1o the contract.
Pitkie b 0 58 300 intercst in this SC pursicwnt to 5 FIA approved By the DROE os Septenher |1, 200%,
Hewever, o February 7, 2001, Pukin coscludsd a fame-out agreement shenchy 0 cransfiemed 29, 15%
participating imtcrest 1o BMA (HK) Limied in exchange for being carricd throwsgh the drilling and
testimg of the West Lisapacia A apprisal'devaopment well. The fam-owl agreament was approvod
by the DOE on July 4. 2011,

O Masch 12, 2003, the FIA sk BMA was termanated and Prikin seturmed 31l of its panicipsting
isferest to the oniginal second parics o the contraet. FEL s mterest imthe block imcreased to 9 10%

The Cossoativm costinues with cvaluating the viabilicy of redesveloping the West Linspacan “A” Field,
which was discovered in 1990 and preduced over 8 million basrels of oil from 1992 before being
shgi-im in 1996 An interpretnison of the 30 scismic dain was carried out in 2007

In 2008, the Cossortium headed by Philedrill completed the mappieg and inferpreiation work on the
reprocessad PSOM data by DownUinder CGeoSalutions (DG m 2004, The stsdy fooused on the West
Linapacan "B sinecture, which was dnlbed in 1991, The Consertium i studving optices to develop ibe
figld, which has estimated contingent resources of 8 million barrels of ol

In 2000 %, the Consortium is planning to conded O nsing the reprocessed 31 datn and daia from provioes
‘Wiest Linapacan A and B wells

S0 A0 (North Cebu Blogk)

In 20615, the maragement has finalized its assets review of SC 40 based on a more detniled Besource
Estimatson Repon prepared by Petroloum Geo-Services (PGS in 3003, The updaged report indicated a
sagnaficant mecnsasc m resources which tggered the reasscssment and reversal of the impanmiend
recogmazed im 2002, The resulis of the assels review amd the compalent person report were presented 1o
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the Busk and Besoarce Comminee of the Board in 2015 The Commintos has approved and adopted the
riport. A reversal of impairment loss amountang fo B3RS 30 was recognized by the Group in 2005,

A bnd gravity survey was conductod n the muniéipalitees of Daanbantavan and Medellin from
Apnl 2o 2T, 2008 A otal of % granaly stabons wons acquired a1 a spacing of 2000 g 300 moters. The
survey wad divided imo a gnd program and a raverse program. The grid program was desagnad witk
ihe abgoctive of locating the apex ol a hegh trend in the Dalingdmng arca that was idantiliod in previows
gravily sarveys. The traverse progran, on the other hamd, aimed we define Gaults theough forvand
madeling snd determine wheiber the mapped ceniral depression i3 a graben o a trough.

The processang and imerprctation of the grasaty data will be camnad oul 15 o stages. The firs stags s
a 30 wnverse gid depth modeling which was usdemaken by costracior Cosne Lad. (Cosanc). The
seooid stage is 3 detailed stratigraphic 3D melii-sectional model to be dene in-bouse by the Forum
techmical veam undor Cosine's quality conbrol supervision. This laner sage will b carried on 1o the
Bollowang year. The results will be carmclaed laer wall scismae data, where padsable

Foruen will start plansing for the dnlling of an omshore well, Dalingdang-2, in 1) 20200 Farums has
cngaged 1be services of an operations geologest o prepare the geological program and prospost
meontage. The Dalingding Prospect & a recfal struchare defined by seismig with Barili Linsgsiong a5 the
primany target. A well, Dalingding-1. was dnlled by Cophil Exploration in 19906 snd was plugged asd
abardoned as a dry hobe ik minos gas shows afler reaching a wofal depih of 1,308 fea. Fellowing
Foruen's recent re-cvaluation of the prospect. it was conclded tha Dalingding-1 did mot seach the
Barili targer, which is cstimated & 1740 feet, or 232 feet below the well's toaal depth. The current plas
is to drill & well dovwn toat kst 2,000 feet 6o pemctrate the Barili and seconcary targets undemsath,

SC 71 [Recin Bank)

SC 72 was avarded an Febmuare 13, 2000, [t govers am area of £ 800 squase kilometers and contains
the Sampaguits Geas Discovery which hag o potential to contain In-Place Costisgent Rescurees of
2.6 wrillion cubic foet amd In-Place Prospective Resowrces of 5.4 willion cubic fuct as reported by
Wemberford Paroloum Consaltenis (Wemberford) in 2002

The resulis of the study were used to defing the location of two (25 wells, 00 be named Sampaguita-4
and Sampaguitn-5, which if seccessfully dnlled. would be expected fo increase ihe amound of
potentially recoverable resomrces, The dnlling of two (2) wells is past of the work programnes of FEL
for the 5P 2 of SC 72 which was sapposed 10 be pccomplished by August 2013, However, FEL was
unakble to commence the dnlling progrmme because of maritime disputes betweon the Phalsppane and
Chimese govemmeenis,

In Februarv 2005, FEL received a letier fiom dhe DOE confirmang the suspension of offshore
cxplombion activities m 50 72 while a maritinee dispute between Fhilippines and China remains in pasts
of the West Phaleppenc: Sea. The saspension became effective from December 15, 2014 undil the dafe
wheem b MOE notifics FEL io resume operatsons

In 2015, the United Matsons Arbiiral Tribanal (UNAT) snanimesshy decided that it has juressdsction
over the maritimeg despaie betwoeen China and the Fhilippimes over the West Fhilippime Sen, and it was
the proper bady to decide on the case filed by the Philippancs in January 2003, It abso ruled that China's
diecigion mol 1o pariscapale in thise procecdings docs nof depnve the Trbunal of jumsdscteon and that
1he Philippines ™ decision g commence arbitmbion umlaterally was not an abuse af the Uniled Mabions
Conventson on the Law of the Sea (UNCLOS) dispute sefilement procedures. On Jaly 12, 3016, the
UNAT maled that Recto Bank (Rood Bank) wheee SC 72 lics, ig wihin the Phalippanes” Exclusave
Ecomomic Fone (EES) as defined under the UNCLOS.



PXP Energy Corporation Annual Report 2018

85

In Oerober HHE, Forum started the Broadhand and PEDM roprocessing of the Sampaguna 20 sersmic
data with DUG. The Sampaguita 30 was aequared in 2011 and has an arca of 565 square kilamiters,
The reproccssing vk i expedtod 1o oost around USS490,000, meluding quality contrel superision,
and will be campleted withan the second quarter of 2009,

O Movember 20, 2008, a Memomndum of Understandmg (MOU ) an Cooperation on Oill and (as
Develapment (OGN bavween the Philippanes and Chinese governments was signed by Philippines's
Department of Forcagn Affaars (DFA) Secrctary Toodore Locsin, I, and Chincse Forcign Ministcr
Wang Yi. The MOLU paves the way for the crestion of an mier-governmental Sicening Commitiee tha
will work cal & program of cooperation thal could lead wo joinl explomson. as well as the erxation af
o of mone Inbor-Enlreprencanal Warking Groups.

The Stecring Comeitto: will be co=chaired by the DFA Secratary and the Chanese Forcign Mimister,
and co-viee chaied by their respoctive viee manasiers, with the partscipation of relevant agencies of the
s povemnmscnls (e OE inthe case af the Philippiscs).

O ilse ciber hand, the Wosking Gromps would comsizi off representatives suthosieed by China and
Philippines For the imer<sstreprencunal, tochmical ad commencial aspects. China has appoimted China
Maticeal Offskore Qi Corporatics (CNOOC), while the Philippises will authorize other caterprises
with SCg or the Fhilipgise National Qi Coenpany (PNOC),

The vovo govemments will esdernor 10 agres o the cooperation arsngements within |2 msonsths alier
ssgnang of the MOL

In carly Deeember 2018, ithe DOE disected FEL to request for the lifting of the fivee marewne over
SC 72, Such request was made throegh n leiter sent by FEL 10 DOE on December 21, XE As 3 senace
contracior im SC T2, FEL s hownd by DOE's dirgeteve over the lifting of the force mayewre and the
resumiption of petivities in 5C 72,

Upon lifting of the fSrce mopewre, FEL will have 200 months (equivalent to the remaming
5P I penind from ihe effeciive date of the oroe magenee) to complete the SP 2 work commitmend
comprising the dnlling of two (2h wells, The temas of the sugcesding 5P will remain the same bat will
be ndyusied nccordingly:

As pt December 31, 2008, force majeree is sill enforged asd FEL is awgiting DOE s response in order
1o commaence the rereainang 5P 2 work comnaitmind.

5L 74 (Linapacan)
In September 20035, Pikin, with iis Consortsum pastner, Philodnll, scquered acreage on SC T4 = a
compeltive bid under the FECEA, with operating inferest of 70% and paricipating interest of 30%%,
respeciively, 1t covers an area of 4,240 square kilometers and is located in shallew waders of the
MW Palawan arca

In Jung 20005, Philodnll and Philippine National (il Company Explombion Corporation (PNOC EC)
cntered inbe o DOA wherchy Phalodrill transferred o 5% participating inderest o PFROC EC

Oni April 25, W6, the DOE has approved the PSA and DOA dated February 24, 2006 tmansfamng the
T inferest and operatorship of Pitkin 1o PXP. In December 2006, processing of sesmac dala was
completed.

O June 14, 2007, PXP requesiod a four-month extcnson af 51 2, or undil December 13, 2007, wallow
ke complebon of ongomg Geologrical and Goophyacal (GEG) dudies im 50 T4, These include the
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imterpretation of 20 sasmic data that were acquired from May 8o June 2006, and the complation of
Fhase 2 of gravity and magnetic data proocssing amd interpretation, The cxtenson was granted on
Junc 23, 2017

In Dgember 2007, PXF mbformed the DHE of the 50 74 Consootium’s inbonlson to cnbir 5P 3 On
March 27, 2018, the DOE approved the Consoiam's entry 1o SP 3.

The first and secomd pass reprocessing of a bt ine from the mubs-clhient 20 valums wore complatod
by CGG m Decenber 2007 and Aprl 2008, respectively. The main objective af the test lane
rproccasing was to farher rescdve the deop prospoctive sy amd pre-nft structancs below the Nido
Limestone lfomaton Unfortunaely, due 1o the complex goology within 8C 74 Block. the roprocessing
results wore still net satisfactany, The SC 74 boimt Yenture 15 now cvaluating the olbar oplsons available
of tochniques 1o batler mage e pre-Mido saction.

The geologs: fecldwark in the Calamian Ibands was conductad from June 17 & Juse 27, 2008, Rock
samples collecred finom the Geld will be subjected 1o differcnt amadyecs (daing. total orgamc coment,
vilrimite neflectance. paralyaia, ee )

The cngimeering and coonomee stadies on Linapacan A and B Ficlds were compleied with the
PROC-EC a2 lesd compasy. Repon nonitng is cumemily or-going

SC 73 MNorthwes Palawan)

Om January 3, 2014, the duly exccuted copy of Palrcloam SC T3 was grasted to the bid group
comprizing PXP, FNOC EC, and PeroEncrgy Resounces Corporation (PERC ) with operating imierest
of S0, pasticipatimg imerests of 353% snd 15% respectively. It covers an ares of 6 01600 squase
kilpeneters im the NV Palawan Basin

Thee work comenitment for 5P | had beea fulfilbad in 2003 Folbowing the completion of the scquisition
of 2233 lime-Kilometers of 2D seismic data over 5C 73 amd ssmuliascous acquisicion of manng
magneisc and gravity datas, brosdband precessing of the 20 sersmic data, processing and isderprointion
of gravity and magnets: datn, and GEG studies. including 2D seismic imerpremtion

In 2005, the DOE advised the SC 75 Consotivm of its decision 1o place the aren under fovce mpeure
cective from the end of 5P | on December 27, 2015, In view of this, ol exploration activiikes i the
bock have been suspended ustil such timsg that the DOE imforms the Consontiam of the lifting of the
Sfarce marjenure. All activitios in 50 75, excepd for admimistration, remadned suspended throsghout 2008

Pona Block 7-3%

In Aprl 2007, Bleck £-33 was ovwarded io Pakin, Form-out agreement has been made by Pigkin in
which n resulied fo Korcon oblaining operating interest of 75%. The block <overs an area of
4 B75 square kibometers and is located m the Tumbes Basm offshore MW Pera

In X014, the Peruvian oil and gas regulator, Perupetre 5.4, approved the application 1o place Pena
Block £-38 mio ferce merewre, The applicabion for foerce magerre was roquestod on the basis of the
(Operntor, Kamoon, being unablde o secure a suitsble dnlling anit within the roquined timefmme on the
Pacific side of the Amerscas. The application of foroe mapeure was granbed effective September 1, 2003,
A o resalt, the term of the carremd thied exploration penod will bave approccamately 22 mondbes
remaining once the foroe mepewre i hfled

ﬂrllmmr_l.' 10, 2018, Karoon announced that 1 has execuled an FIA with Tellow Poma Limated, a

whally oaned subadiary of Tullow Oil ple (Tulbow), wherem Tallow will acquire a 35% milerest in the
block cn the fallowmg terms: o) fumd 43 75% of the oot of the At axploration well, Manma-1X,
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capped al US527.5 million daf 10070, bowond which Tullow wall pay its 35% share; amd b)) pm
US52 millson upon complation with a furtber U557 million panable upon declanbon of commencial
descovery and submissson ol a development plan to Perupetra.

The agreement romains subgedt o the sansfacton of comam eensing condions and regulalory
q&-prm:i:. F|:|I||J“|.u; mnp|rlnri of the fami-cul. Tulbow will have aa upliun o muprnln.r:hqﬁ
of the blodk. Following the farmi-in of Tulbow, Kanoon's intencst roduced to 40% while Pitkin's inlerest
ramauniod at 23%

Effcctinve Septemsber 12, 2018, Perupetro approved the hflang of force mafeure m Block £-38 upon
Barcon's request. In view of thes, the thisd explorason period, will now expire om July 1, 2020,

The Comsortiwm plans 1o drll 2450 meters todal depth (T im Mamna 1X well an first quaner of 20200
IF e are ol and'or pas shows emcoumenod at TD, there 18 an option 10 decpen the well 1o 2,900
fisctors g dest the secondary tamgets below the mauin Upper Tumbes target. Pukis = carmed in the cost
of Marina-1 X and a second well umder an FlA that was sigaead vl Baroon in 2000,

The MUY work program and budgd was peesented al the Techmologeal Commines Moding
(TCMY Operating Comenitics Mecting (OCM) held in Melbourne Australis on November 27, 2008,
Most of the work progrms plaaned for 2009 ase nelated to peeparatsons for the drilllieg of wells im 20040,

_[Mber Moncurrent Assels

N 2018 2017
Gianranice depasits B625E Pig0
Decommissioning flnd L0004 13T

P14629 P2 368

Chuaramtes doposits an: rebated to-cemain Sxplorstion contract of the Growp, which were made 1o ensars
satisfactory complaion of projocts and work comimibments

Funding for the decommissioning costs of Galoe commensed in 2006 FEL's contribation 1o the
decommissioning fusd amounted o B2 and P40 az a0 Decomber 31, H0E and 2007,
reapectivily.

Trede snd (iher Pavahles
s {1 )
Trade P9.243 [
Accrued Sxpensc 19,781 7950
Withholding taves 455 472
Ouher nantrade liakdlnes 4478 1.377
P33057 PI9410

The Giroup's trade payables are nom-intercst bearing and are gonorlly settled within 30-60 day terms:
Actruod expengos prmandy include the accruals for light and water, payrall and socunty foes. Other

non-trade habilitics inchude accrucd rovaltes payable ta DOE and payroll-related liabilmies such a8
pazable 1o Social Socumty Syvstem (555), Phalhcakh and Home Dovelopment 3utual Fund
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The Group bas no related party halanees includad in the rade and other panvables account as at

Decombaor 31, 2008 and 2017,

13, Costs and Expenses

20 207 Pl

Petrodoam prodectson costs {Moto T):
Production cosis FT0,148 P, 143 Pt 654
Drepletsen { Mol 9 G RIS st e Lt 49751
[ 1 FIOE RS | BLS L5

Cieneral and admsinisirative experses:
Pralcssaonal focs F3LTIS Ll FXT RSN

[Dooommasssoning costs (Mobe [0k 0. TR

Porsomne] ool Hrim G REG [ LU 1]
Taxes and bzenses 1,43 073 731
Darectons” fees: 1,422 R 4,152
Traved e iransposiatson L 258 i
Depreciabion (Peole ¥) 14 448 351
Riemanl L il iy
Communicaticns, light and waler 214 47 173
Repains aad mainicsance 1T T Fi [
(Hlice supplics &3 i 315
(nhers 13,164 10,233 9,678
FHLADT P 576 Fid 45

The: production and depletion cost of ike Group is pmmanly atinbutable to SC 14 C-1 Galoc prodiscing

ol ficld of FEL

Decommassioning costs pertain bo the planning amd permanent phug and shandonneent cost of wells:
In 2018, the Croup's share in actual rehabiliiotion and decommissioning costs reloled 8o the
abandonment of the Libro=l and Tam Scath-1 wells and PEA planming of Mido - Matinloc wells

amountod to F293TH and P41, respoctively (gee Mate 110)

14, Chber Ineome (Charges)

_ 2ME M7 il
Feversal of (provisson for]) impuainmend esd
ledid on nnbe-ofl off asscts - nel:
Heversal of smpairmeni bosses
{Modcs 7, % and L0 | Fl1340 B4 T4E
Provisson For impairemes of
receivables (Moo 6) = {TOT] -
Provisson For impasrescad of propeny
and egmpment {Motes 9 and 10} = (1520013
P- B4 578 Ni?ﬂ
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15, Equity

Capital Stock

CUn Septomber 12, 2001, the 1, 700NN common shanes of the Parent Company wore listed and
tmded on the PSE at an mtial offer prce of B 120 per share. After the saod inital lesting, there were no
subsequend listimgs of shares made by the Parent Company

Didails of the Parent Company's capital stock follow:

Mummber of Slarcs
2018 T

Comman #ock - P par valuc
Authariosd 5 RIHITHHI M) o S0 OO0 (MM

Essued. outstanding and fully paid o1 beginning of the year 07O MM L. T e, (M
Sabeic ribed during the viar BTN THH)
Easrcadl il sl ribeall sl ot el of 1he vear 1 Hil) [HH, (R |, TN, CCRl, [NRF

Reconciliaton of the capital sock 3 fillows:

201K i )
Beginning ol Jamgry | (Rl CURL TR 100 o0, M
Besamce during the year -
Smbecribed during the vear 2B THHI IHH) -
Rssucd and subscribed sharcs al Deccmber 31 S0l THHI, M) 1 Tioalh Cocu, MM

O Ociober 26, 2008, PXP, Philex Mining Corpomtica (PMC), and Dennison Holdings Corporation
(DHC) sigeed 3 subscopizon pgreemest wherein PMC and DHC sabscnbed to 260,000,000 asd
340, 3 WHD commaon shares of PXF, respectively, for a fotal comsideration of 30810000 2nd
P4 020 000, respoctively, Each share is valeed af PL1LRS, which represents a 20% discount to the
Hileday volame weighted avemge pice (VWAP) of PXP shares. The agreement was approved by the
Giroap or PXP's BOD on Ogtober 25, 2008, The sebscripteon is paovabls in pao 2] tanches

U December 26, 2008, PXF and DHC agreed to reschedale and accclemie the full payvmant of its
sushscmpison agreemend o mol [nber than March 31, 2009, DHC shall also pay o dewnpavment equinvalend
1o 1% of the 1otal subsonption om or before January 7, 2009,

O December 27, 2008, PMC paid the 25% dovmpayment of BTT0.2S0. The transaction resulicd in
imcrense in PXP equity balamce of the same amount and increase of PMC’s total ownership imerest in
PXP from 19, 76% bo 30 407 as af December 31, 2008,

O January 7, 2009, DHC pasd am initial dewnpayment of P20, 20, with the remaining balance duse by
March 301, 2019 In the evemt DHC Eumls to pav the entie subscripizon price on or before
March 31, 2009, the entire amcant of the downpayvment shall be forfeited i favor of PXP and the
swhzcriptian agrecnsent shall be termanated at the option of PXP

Om Febmaary 11, 200%, PMC paid PXP 20 additsonal P1385, 700, which represents the 45% of the toml
considemtion of the shares suhscrplzon agreemont.

Upon fiall payment of both PMC and DHC, total estimpted ownership inerest in PXP will be 25 21%
mand 14, TR%, respeciively
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The melated subsenipon reecivable arisang from the oqaity IRnsctions and ms related movements
im 2018 amed 2017 are as Follows:

2018 2017

S riplion during e ycar [T P
Liss colloction of subscription roceis able 770,250

2,310,750 F-

As ol Docember 31, D01E amd 20017, the Parcml l'.'nmpm}":l ol stockholders tolabod 10 38816 and
3K, 014, rospoctively.

Eqaity Roserves

In May X1, cedan dinectors and employvess of FEL exercised thew option aver 2, 1E5,000F common
shares, Thas resalted im the Group's effective ccomomic mierest in FEL decreasing from 51.95% o
48 76%% as sl December 31, 2002, ‘Effeet of transactions with mon-controlling inborests’ amounting to
P40, 711 and inerease im non-controlling imlerests amounting to BES 333 were recognieed as a resalt of
the dilution of mterest in FEL.

in July 2004, Pikin tendared an offer 10 buy back 11972500 of i3 outstanding sharcs for a
consideration of USE1 00 per share. The Panest Company surrondered 2,000,000 of its shancs wihserean
nem=cantralling inferests surrendered 099, D00 sharcs. &g a rcsult of 1he share buyback transsction,
ihe Farcnl Company s ownorshap imtenest incrmsed from 50.28% 10 53.07% The iotal comsmdoration
pard by Pukin 10 sharcholders amourited e P482.363, whercin P30S 733 i anrbutable o
nom-contralling nterest. An increasa e ogaity of the Parent Company amoustmg 10 P46 382 reaalied
from the transsction, while the re= of the movement was due to share option cancellanon daring the

period.

In May 2003, Pitkin wedered ancther offer w buy back its outstanding shanes fior o consideration of
LSS0 T4 per share. The Parcnl Company and the non-controlling sierests surrendered 21373 00
sharcs amd 19,499,300 gharcs, respectively. Ag a result, the Paront Compasy's inperest in Pikan has
incrcised from $307% 1o 53.43% The wtal consaderanon paid by Palkan 1o shaschalders amounted to
P65 A, nheremn PO A 3 anrbutable 1o non-comrolling intirests. An incncase in equity of
Paret amoustang 1o B2 999 pesulied from the rransaction

In Jume and Movember 20035, PXP bought addstional imvestment from NC owners of FEL, mclisding
FEC. In votal the MCH owisers sobd 4383777 o a total consbderation of P63.T06, The ransactaong
resublcd s ancreased ownership of PXP over FEL fromn 36.44% 1o 48 T A decrcase in egquity of the
Pancmt Compary amounting 1o B3 1,747 resalied from the wansaction.

In Jansary 2006, FEC cancelbod its 30,000,000 shares previously held under escrom for F1054
As 2 resull. PXPs onnership imterest increased from 31 24% o 34.95% An increase in oguity of the
Parent Company amcustieg to PEAT0 eesuliod from the trensaction

On February 1T, 2007, Pikin tendered it offer io buyvkack | 1430 300 punstandeng shares For a
considerabion of USS0 23 per shase The Pasent Company sarmendered 6 107,000 shares for a
congiderntion of FIOT.T1T, nhile the NCI onmers sumendered its propomionate sinke of 3,323 5040
shares for a tota] payisest of PO, 735, The transsction did not dhange the ownership percontages fio
both PXF and MCT cwners.

On March 23, 2017, PXP entered into an pgreement with FEL and FGSECL s capitabize a past of the

maturieg lesg-term loam of FOSECL feom PXP amouniing to LSS 118G into 38,330,920 new common
shares of FEL.
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In addinion o conversson of FEL shares. Twdemark subsenbed additional & 600,000 skarce in FEL for
P10 84

On May 17 2007, PXP beught addional isvestmsest from the NCL comers of FEL, wheran
Asia Link B. V. sold 1,155,000 sharcs valued at USS0 30 per share, For a total consaderaibon of B1 7,704,

Furibscrmaone, on Movember 23, XUT, PXP parchasad addivonal | OHL000 shares held by FEC in FEL
frr & tedal consaderation of B13,219,

The: lomn 1o ety comversion and subsequent panchases of shares were 8l priced 30 US50.30 per share.
As a resalt of the tramsactions, the Parent Company 's econcmie intenest in FEL increased from 52 00%%
i TEON,

Moa-contnolling isercsts comsisl ol the Talbowing:

Copusitry of
Percentage of  Incorporaison anmd
hwnershap (peration s 017
Men-conbrolling iserests in
iz net nsscls of
Pikan asd ks subsidiancs A6 57% UK/Philippimes  FLOEIETR Bl 9809464
FEC A501% Canada T3.650 TR.953
FEL and 1% sabsddiames 24 08% UK Philippimes 30443 I3R 571

F]ﬁ?lﬂrﬂ B2S0H AR

Financeal infosmation of subssdianss that have matkcral son-controlling interests ane providad bolow:

Loss adlecated 1o neagenal pon-comreldling interest:

2008 2007
FEL and s subssdiaries (FIO307) (P HE3)
FEL {53200 {3,683)
Pitkin and 11z sabsdemnes (3, TT6H) {4,652)

Other comprehensive income allocated 1o matonal non-comtrollang inbonss

- 2018 2017
FEL and wis suhssdiames B2 2 Rk
FEC 6 54
Pickin nnd its pabsidianics i ) 1427
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The summarnzed fnsncial information of these sbsadiancs belore micrcompany <l iminstsons and
purchase price allasmions anang fom tbe Pareat Company s cost of asquisition af thee subsudians
is provided below:

Stabemecwis of comprebeensive incomse as of Devember 51, J01%;

Pitkin and iz FEL amil ifs

siitisl i aries FEL siibradilas rhes

FEcvenus F P FID7 024
Cowt ol sales = = {137
General and administrative expenses (51441 [ R&2 R {40 304)

Chher income 3 1870 L TIL]
Imderest expense - = 1%
Imscomae (bossh before fax (R0 78727 {71291

FProvixion for moomse fax = = 13238
Mt ingome (hoss) (R, 109) TEI2Y 1TAA04)

Daker comprehensive income 14,367 4 TEAGS

Toaal Mmlltm ﬂ ETII lld!l
Aniribwiabde to u-u-:-trdhl imterests IEIJ I‘.l-l-._Ell I':HL

Stabemncnts of comprehensive income &8 of December 31, 2017

Pitkin and iz FEL and iis

Bevimas ] B Pl 85
Cosll of sales = = (DS E51)
Gemerral and admisssmaine expenses [ ] {8,581 {IEAS5D)
Ohher mcome ll:h.r,pﬂ] [ ] 198 5,800
Inieres expense {11678
Losa beffore lax {2 FE) {8 182} {44.798)

Prow issom Fir indamme lax 1,256
Pt hos {59,980 {H, 182} {40654
Chhed commprehienane ingosns [loss) 3,45 124 i3,642)
Toinl compachensive bss (P52 1) [P, 1K8) [P, 290
erihul.iiru“-nmuﬂinﬁ_ir-um [ERFE]] (P 627) [ ENTTF

Stateenenis of comprehensive income a5 of December 31, 2016

Pitkim and ilx FEL and its

subsidianes FEC subasdianes

Rovema: L L B 570
Cost of sales (RN 5.A05)
Gemeral and adminisnalive expemecs (IXETY) [LRNCH] § {127
Oher imcome 4.291 a8 G470
Inicres) cxpense - - [EEREITN
Larss beffore 1ax {B551) 113.553) LI R B
Prowision (hemeiil) for income fax 1] {12.36T)
Mgt hirss {2.557) (13.353) {45.654)
Chher coarprichensng i S ASE T 3
Toinl compechensive income {loss) PT3535 (PI2H30 Pd630
Aluibuﬂirbw' E'irl-m:u P (3 ;IP‘:‘.'."-"-':l ol LT
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Statemsenis of financial pesition as ai December 51, 1015:

Piakin amd its FEL snil Ws
_ snhakliaries FEL sulisidiarees
Curreni asscis Pl1ETE PIIATY PREIIRTY
Monourrent asscis 170 &Y Loa A | | P 1]
Current Habilighes (3A1T) (20,045 L3R 45y
Moncurrent labdlicies _ . (453 450}
Total couity b N EY | THEHEE 13I8 TAT
Aniribwiable fo;
Equity basliders of the Parent Company Plinaxs P43 L WU e
Non-cemirolling inderesis 150 46 Ay FiT ALy
Statements of (inancial position os ot December 31, 2017
Pkcin aisd o5 FEL and ns
sulsiderics FEC Sulrinliangs
Carreni nsscis PlIGEIE [0 M [ [ XA
POMCUETENL NESES 162 450 21 D52, Dl
Cegrest Diabilnics (4344 NEEEY L E AR
Peongusmeni labiltics = = (455 441}
Toinl coquty iR EN T 1,307 3068
Adiribuinble b
Equiry hobders of the Pareni Comspany Blda 342 PI.742 P06, 9
Mon=conirelling mterests 127,852 1423 21T 0T
Statemscmls of canh Mems a5 @t Decembeor 31, Z20TH;
Pitkin amd its FEL and ms
Activities s hsiliaries FEL sulisidiaries
(iperating (P (PR IRT) [TEIL]
lenesting L] ] = (5 5)
Fimancing {1,383 - 14,512
Med derrease [m cash amid cadh equivalents (P4E24) (FEIXT) (FTG.SE)
Stalemests of cash fows as m December 30, 2007
Piekin aid (5 FEL and s
Agtaalugs gubsidirgs FEL sulmaliangs
Oiperating {F7 43%) [T ETF [EEETEY
Invesiing - 1339 1 SET)
E‘lrun:ing (Eﬁn.‘il - | ]
Bei increase (decrense) incash
and cash equinalonts (BT Sy AT B T
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& Income Taxes
A In B00E and 2007, camrent provision for ingome tax pertaans to PXP and FEL s MCIT

bh. The components of the Group's deferred mcome tax assets (labilnees) o5 0 December 31, 2018

and 2007 are ps follows:;
s 2007
Deferrod income lax asscts
Impairment loss an delimmod cxploration costs PL16303 Bl6,303
Unrealized foragn exchangs loss 17699 14,464
MOIT 1000 32
Meoasaon fior impasmment |oss on neecivables - 212
PAE S Pil65]
Deferrad inconse tax habiliies
Fair value adjustment a5 o result
of basingss combination (P9 79.950) (PUTH, 554K
LUnrealized forags exchange gain 5. 843) 13, 248)
Unrealized gain on dilwtion of intcrest (1 26,615) [ 136, 615)
1’1.“5&! ’gl.lm‘-‘.!ﬂt

€. A reconcilistion of the Group's provision for (henefin fioen) income i comparhed ot the statutary
incoims: tax raie hased o income (loss) before income tax sothe provigion for (beaclit from) income

tax follows:
Hi® Pl 20l
Ehenefil froan incoms 16y coimpilod an ihe
FRADETY | B0 BN PG (FEE51T) P 282 (P 1450
Aabllition 1 {reductions in) incoss: 1y
rimlting Froms
Mondedeatible peuroloum produsction
aoats and dephction 13373 s M 13 2%0
Pl oment in unrecognived defomed
fan assed L [{ W FES {5955
Inicrest imcome sabjected io final tax [TéRp T4 3N
Nondedisolible expenses and
nom-Geabde inoomme;
Mostaable petrodenm revene [ L] (s T [rs EL]
__Others A1 2326 2n
Prowisiom for (bemeiil from) inoome Gix P T0 [T [ P

d. As at December 31, 2018 the Groap's NOLOD that cas be claiimed 25 deduction from fisture
tanwble incomng and ¢xecss MOCTT that can be deducted against ingome tx due ang a5 follows;

Year Incurred Wear of Expimbion SO Excess MCIT
Hil& 9 P47, 73849 P74
T iz bl 7l
Pall ] 2zl 13271 S04

P13.750 Pl 340
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The fellowing are the mosvements of the Group's NOLOD amd cwcess MCOIT as a
Deoember 30, 2018 amd 200 T:

Pl L Excess MUOTT
2018 17 2008 2007
Begmning balanec BI02.954 P64 F1.873 B2 550
Addinions 23,2171 25 =04 il
.ﬂupprrl:i.in:ln.!- (21 AF5) {17 167N = =
Expirations (30,971} (498, 907T) (10285 (1,428
F.'ndl.n& balance L iy P02 954 1 EH"I- BI18T3

. The Gioup did nod recogmize defiormad incomi ax assets on the following deductsble temparan
differences as af Docember 31, 2008 and 2001 7

s 2007
MOLOO e PlOZGad
Exeess MCIT 4m 1.2

T Refonm for Acceleration andd Inclhason Act (TRAIN)

Ropublic At Mo, 10063 of the TRAIN was sigead isto Loy on December 19, 2007 and took offeat
Jamuary 1, B01E, making the sew wax law cnacted as of the mporting date. Althoagh the TRAIN
charges existing tay o and iseludes several provigioas that will gencrally affect buginesses on a
prospective basis, the managesnent assessed that the same will sot have any significant impact on
the financial stabement balances as of the repontimg date.

17, Helated Fariy Tramsactions

Related parmy relamanships exst whin the pary has the abiliny 1o control. direatly or mdimectly, throagh
ome o mane mermedianes, or exareise significant influence over the other party in making financial
and opsrating decizions. Such ndationships also exist betneen and'or among entaties which an: under
common comteod with the reportng entity and is key managemonl porsonnel, dinectons or stock holders.
In cossdering cach possble related pamy relatonship, amentbon 18 directed 1o the substanse of the
relatsonships, aed mod merely 1 the logal form

Companics within the Growp in the regular conduel of biasmess, enters into ransactions wah relabed
partics which consists of advanos, loans, eeimbarsemsent of expenses. gular banking irasactions and
manxgenvent and administrative senice agrecments.

[etcreompanny rasssctions ane chmsinabad in the consolsdated fnancisl statcments.
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The CGroup’s sagmaficant relatod party transactions, which are under terms that are no less favorable
than those arranged with therd partics, are as follows:

pUIE
Ammiintl!  Chilstasding
Wl [Ralanss Terms o ek
M
Ak
Collectible in cash
i dhovmamd. Socured,
FXP Pl Bl 357 365 reni-aieres] beanng o impanen
Colleotible in cashe
i dommannd, Unseoansd,
FERAC — TITHIS nonenneres [y fTerre
Total PR FEi05, 0%
2T
Amoiml’  Uhfstanding
Vidume [Ha b Tomms Condhilions
PRiC
Aakowacyn;
Collectible in cashe
iy chovmannd. S,
FXP P FZ 168,675 revicanieres] beansg  m impaEnen
Colleotible in cash
Ciny o 5 L ]
HHERN - '.”'.‘.:HE ionimerimye] 5 | Pl
Teisl B— B b

On Mosvembser 24, 2010, Forum Philippine Holdings Limitod (FPHL) cntcrod mnwo a USS 0,00
lean Facility agreoment with FMOC. The facility agreemont will be anvailable for a thece-year peniod
and fusds can be barrowod at am ancual infered mite of LS Londan Inbarbank Offored Rate (LIBOR)
+ 4 5% for the drawn porton and a commutment foo of 1% for the andrawn portion. The facility
agreoment will cnable FPHL w fund 1s 70% share of a first 8P work program over 8C 72,
Obligaticns arsng from funds drawn under thas factlity agreemeont are nod coaventible inte FEL s
of FPHL s commaon shancs.

In hune 2F2, am amendment to the anginal lean agrecment has been meade 1o extend the lean
Eacality 1o LISS 15,000,

O Movember 20, 2003, PMC assagned #s reghts and obligations usder the Facilay agreemanl to
the Parcnt Company. On the same date, the leam Esaliny was mencased o USS1E,000 and has been
cxtended for an addnsonal three (3) vears. The boans recavable firom FRHL and loan pavable ta
PMC recosded in the Pasent Comspany ansountod o PG4 80 in 2003

In 2005, a wmansler agrecment has been entared ante by FPHL (e “Onginal Bomawer™) and
FGSECL fibs “Mew Bormoswer”). This stabes that all the rights and obligatioes under the Feance
Documents of ike Original Borrower will be transferned by way of movabion o the New Bosrower
and the Origmal Bosrower will be seleased from its obligatices and will cease to own any nghis
urder ik Fagiliny Agrecment,

O March 23, M7, PXPF, FEL and FGSECL agrecd the comversion of USSE1 B0 [ to cqaity,

b subscribing to 39,350,920 new common shares of FEL. The kan pavable consisted of soial
devwdowns from dhe boan Eacilamy of LSS 15, 500 and imtercer accrued of LISSE YR, O the esnaiming
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balance, LISS1 MM was pasd through cach received fom subsonption of Tedemark (o 6 666, 66T
new common shares of FEL,

O thee same date, PXP and FGSECL anterod into a new loan facility amownting 1o USS6,000, OF
whach U585 522 was drawn oud to fully seifle the remaning porison of Lhe long-tarm laan.

Inlcrest cxgpengs imoarred fiar the ald baan facality amounted 1o P11,692 and P43,829 mn 2007 and
2016, respectively. Dunng the sme voars, commitment fees meurred amousted 1o P2R1 and

PL 19, respoctively.

Tetal deavwdaown from the sew loan Bcalty amoustod 1o US55 522 as af Decomber 31, 200K
Intercd oxponse incurrod far M0E and 2007 amownted o FIE 205 and B0, respectively. The
new loan facility docs not include an agreement Bor comntmen foo

The anboncst exponse and commiment oo were rooonded under “lntorcst exponse and other
charges’ an the consolidsted satements of income whils these were elimnstod upan consolidation
for the year cndad Decomber 31, 2018 2007 and 2016,

Leans peccivable of PXP as ot December 500 2008 and 2007 amousted o P290361 and
P2TE T2V respoctively.

b PAMC made cash sdvanscs o be wsed as addstional working capatal of (e Parent Comgany and
acquastion of isvestments,

O August 1], X113, the BOD has agread tha a pledge agroament wath PMC ipledges) be entered
imio by PXP (pledgoe). In onder to sooure the balance of P2200, 000 a5 of pladge date, the Parced
Coenpany has pledged e shares in its subsidesrics, Pitkin asd Forum 1o PMC. The contraad was
forenally cxecubed on August 17, 2003,

Dharing the vear, the Growp paid PMC amournting 1o PTR1.354. Ag st Decensber 30, 20018 and 2007,
silvarces from PMC amoanted to PLIRT 360 and P2, 16R.6TE, respoctively

O February |1, 2009, PXFP pasd PMC amounting o P13ES 700 As o resalt, pdvances from PMOC
amsoumicd oo PLGST as of that date

¢, BEMUC has significant transactions with related partsess invalving advances to provide fundisg on
BEMC s exploration and development activities. As o December 31, 2018 and X017, the
nan-isterest bearing advances from PMC amounted fo P737.815

d. The compensation of kev mamagement persomncl periaming fo shor-ierm employvees amd
retiremient benefits amounted to PR 4246, PRLOTO, and B8, 700 im 2008, 30T and M6, respectively,

14, Financial |nstriamsemts
The Group has desermined that the carrving amounis of cash and cash oquivalents, tmde and other
receivables, trade and egher puvnbles and advasces from relvted partics, reasonably appeoscinage their
Eair vabues becawse these are mostly shoe-terms in nabare

There were no iransiers berween Level 1 and 2 fair value measusemenis and so cransfors inte and out
of Level 3 fair vabee mensaremend ns a8 Decembber 30, 2018 and 2017
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1% Financial Risk Mamagement Objectives and Policies

The Group's fnancil instruments consis of cash and cash equivalents, trade and other receivables.
trade and other payabdes, and advances from related pastics. The main purpose of these fnancial
imsimments 15 00 provide Nmancing For the Groap™s operaons,

Risk Managomem Struchare
Thee BOND is mainly respensible for the overall nsk management and approval of the nsk strategies and
prnciples af the Group.

Financial Risks

Thie main risks ansng from the Group's fAinancal instruments are anedil risk, quadiy msk and market
A=k, The market nsk expesure af the Group can be further be elassified o forcmgn curreney Ak, The
BOD reviows and approves policies for managing these risks,

Credir risk

Crodit risk 15 such risk where the Group could inour a loss if its cousterpartios. fal 1o duchasge their
contractual obligatsons. The Group manages credit nsk by doing bussiness mosaly with affilistes and
recopmzod croditworthy therd partics.

With respect o eredit nsk arising fram the financial assets of the Group. which comprse of cash in
barks and cash equivalonts, recenvables, and depasit, the Group's exposure W ercdit nsk coald anse
from the default of the counterparty, having a masimum cxpodurs equal 1o the carrying amount of the
iEsnams: e,

The 1able below summanaed the Giroap s macimum exposurne 1o crodl nak for the Group's fnancal
st

2R
Amornzed oot
Cash im banks amd shor-g2rm investments PRI 0N
Tredz soad oiher recenahles 41448
FIEIALL
el
o7
Fonwre cwed Feceivahles:
Cash im Banks and sham-eem invelments PF450022
Trads ansd olhcr recemables 42,292
Pi9d 514

The falloning tables show the credit quality of the Group's fimancial assets by class as a1
Decomber 31, 2018 and 2017 based an the Group's credit cvaluation proocs.

As @l Devember 30, 2008

Neither Past Dwe sor Past D amid

lm paired Individmally
High-zrads Samilard il Tatal

Amscrnized oo

Cashi in banks PFI77.067 - L PITT 06T
Shom<erm inyesrments 165290 - - 165,19
Tk 30,566 - TOT 31 3m
(lers 10,147 = . 18,147
_l-| lﬁt‘u P T 'IEII
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M5 afl Docoamber 11, 2017

Pasi Due and

Beither Pasi Due nor Impaired  Individualhy
lHigh-Girade __ Stamard_ Impaired Total

Lonarnsl caveal Pl vaahtes!

Cash in banks FI71.504 - P- FZVI51R
Shai 4erm inyvesimentd 177504 - — 177 504
Trade ELLEL = 7 L0197
Oukecrs [N ELA - - | LS
Tidal | ad NELES P PT0T PRO2 14

Crodit quality of cash and cash cquivalents = based on the nature of the eomnterparty and the Group's
cvaluation proccss. Highgrade crod® qualdy financial asscts pontain 1© fmancial asscts with
imsignificant nsk of defaull based on higonaal expenence. Standard-grade credil qualily financial
asgcts inclade quoted and wnguotad cquily myvestients that cam be readaly sold 1o a thind pamy, Thers
wiro no financaal assots asscssod as impasred as at Decamber 31, 2018 and 2007

Ligurcty risk

Liquidity risk 15 soch risk where the Group s wnable 1o med s pavment obligations wisen they Gall
due under normal and stress aircoumstances. The Gnoap's ahjective 15 10 mauntain a bakanoe betwoen
cantisuity of fundimg and Aexibility, and addresies its hguidity concerns through advances from PMC.

T fiodlowyimg tables summariee the maturity profile of the Group®s financial asscts that can be wsed by
the Group b manage b8 hgaidity nsk and the materity profile of the Group's financal labilines, based
on contrcual wndiscoumted repayment chligasons (iscludimg intercal) as a0 Decombser 31, 2008
and HH T, respectively:

s wit December 31, 2008
(i Laws than Jin Ohar
emard 3 Mlanihs 12 Mleaths 02 Manihs Todal
Amerried rowt
Cash om hasl Fil o P - Fi
Cazh in hanls 1777 = = = 17T
Shortslem i sirsonis = 165250 = - 165,206
Temle - 30 5% - Y 3130
- {h.hn_: - 5[]‘." - - IEI-I'F
Total undivieunted financial assets FITLITY BT B FPT _ FARIEL
U] Lews thin Fin er
D and 3 Mlanths 12 hleathy 1E Monlhs Tistal
Trads anad othar pavables
Trache LS [k L L PP
Acresd cxpenees = (] = - 17620
bt morvtroce lisbalsees - 4 ATH = = 4478
Adlvanioss [ pelalid faies L1584 = = = X125 184
by nancarser bal il - _ - = |E.-I_il |ﬂ£!
Tadal il beioiinbod 0 nascial liabilices N5, 1684 I}E | [ ] I‘&
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As an Dipgandbgr 31, 2017

Om 1e4a ihan Tin Chver
[ il 3 Rtk 12 klvsihs 1.2 Mdoritle T‘Hi

Lt s omil Fecd velifea

Cash o hassl FIT B- | ol P- FIT

Cash mn Fanks IT2.51IR - - - IT2EIR

Short-torm ipvganacnls = 177504 = = I 77,500

Teasks LI w7 LT L

i hars 1015 [T
Total endbmaomaiod firomcial soscts FaTa ENd B3 e [ Fl Faed 1
Traks sl ol parymbides

Temk P PRAIZ - P- | glovad

Actrucd cigxmmes - TO1% - - TRl

Dither nontrads habdstscs 1577 1377
Aehances from relsiod pames oy L] - - L
b ol Raa lilies - = - 142 7438 |2 TLE
Total undecouniod frencial labilises P2 900,490 FIES IS ¥ PIsp7id  Fhios e
el Risk

Froreign crrrency risk

Foreign cumency nsk i1x the ngk whire the value of the Group’s financel mstrumsents diminashes due
1o unfavorable chamges m forcign exchange mbes. The Parent Company’s transactional curmency
exposures anse from both cash im banks and advances from PMC, The commesponding net forgign
cxchange gains (boswes) amounting o (F 1E6), 13,341 and P24,675 anising From the translation of these
farcign curmency-demominated fimancial instruments were recognized by the Parant Company i the
vears ended Decembor 310, 2018, 2007 and 2006, respechively. The exchange rats of the Poso Lo
US dollar wene B52 58, P49 93, and P4%T2 o LSS in the vears ended December 31, MR, 2017
and 2016, respoctivedy.

The Group's foreign cumency=denominaled monctary assels and monclary  labilites a2 2
Decembser 31, 2008 and 20017 are as fallow:

ik 1 e
Pesa Pesio
[IEL Epaiyalent (053 Equinalomi
MAssrts

Cash in hasks and sheat serm
Imves menls [RCLLH B 307 40 LSS 450 B XY AR
Trade and other receivables Tivly 4.3 L] Y] o
hicl momclary aiscls Lissh.GlH PTATT USSR 115 P} &5 [

The table below summarizes the impact on mcome {loss) before income inx of rexsonably possible
changes in the exchange mées of L5 Dollar ngamst the Peso:

S Dralllar (Deprociales) Appreciates Eiffect om Income | Lods) Belone Imsome Tax
MK
Apipreciate by 5% (P17 3%%)
Dgprociate by (5%) 17 3%%
M7
Approcaats by 5 (P40 55K
Depreciae by (9% 40951

There is no ether impact on the Geoap's equity other thas tkose already affecting prodit or loss
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20 Capitsl Management

The Growip enaisdains o capical base w cover nisks inkerent in the busisess. The pnmary objective of the
Ciroup's capainl manpgement is o optimize the use and camangs poteniaal of the Group's rescances,
ensuring that the Group complics with extemally imposed capital reguiremesis, if any, and considening
changes in economic conditions and the nsk charactenstics of the Group's activilizs, Mo significasd
changes have been made in the ohjectives, policies and processes of the Croap fiom the previous year

Tz tnbdz below samenarizes the toind capital conssdered by the Group:

HE 2007

Capatal stock (Note 15) F1. 700,000 B T, Eal
Bubscnbed capital (Mate 13) L0 N =
Subscriplion reasivable (Mot 15) (2.510,750) -
Addinienal pad-mn capaal (ot 15) 28210061 -
Dcfica (1.571,720) {1294 693

P19 400 PAOS 308

21, Basic/Dilwied Loss per Share
Basic boss per shang is computed as folbows:
HiE 27 M6

Pt boid amrateatable 1o ogety habders af
the Parenl Coampainy IFTTI2RY F1 i BT {PX 3615
Divided by neiphiod iverage number alf

year 1, TAH) AW NI MHE 1. TR O (M 11, MM CHR D
Basic los per shan A [LFK] (LA ]

The followmng nble reflects the shase dein wsed i the diluted EPS compaintioes:

ol ] 1] ol ) 1
Wi ghiod anvorags membor of common
shares for basic boss per share 1, T A 17O (0 (MM e LR T
Effct of dilsion from additional common
slares subsoribed by PRC (hate 15) S50 A - -
Wi ghted average ssmbber of comemgm
albaires adjusied for the offea of
dilulivm 1,785 I TOME (40 (MM 1L TIHL, DR R
HlE 20617 214

Pict horss amratmatablic 10 copeity hoddersaf

the Parenl Cosmfaiy (FTT.O2R) {PRO.125) {PX 6T}
Divided b ngaghlod iverage number ol

commaon shares adusted fos the

elloct of dikation 1, P08 501844 TR A, (WM L, P OH (MR D
Dihated loss por sharg (PLOES) (P03 (P %)

There have been mo other tmnsactions involvieg petential commaon shares between the reporting date
and the date of authonization of the consolidsted financial satements
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21 Segment Information

Thee Girosap currently has two (2) reporable segments, namely oil and gas activities and coal mindng
activities, The coal miming oporations of BEMC ended in 2014, Mo operating segmants have beon
aggregated 1o form the two (2] reportable operaling segmenls.

Operating resalts of the Groap s regalarly reviewed by the Group's President for the purpose of naking
decisions about nesource allocation and porformance aseessment. Scgmemt perfoomance is ovaluated
based on met income (boss) For the year, and camings or losses befone ingercst, taxes and depletion and
deprecabion (EBITIRA)

Mt mooma (loss) for the vear & measuned consistent with the comsolidated net income (loss) im the
consolidated stalements of moome. EBITDA 5 measured as nct mcomse (loss) cxcluding Ennlrirtg
costs, inbefest imcome, provesion fof moome tax. and deplotsan and deprociabos of property and
oquipmant

EBITIMA (5 nit bogally defimed fimancial measare, EBITDA & presented bocsuse the Group belioves o
i5 am imponant measun: of Ws performance and Lguidaty. The Group relics primanly on the resulls in
accardance with FFES and uses EBITIRA only as sapplementany inlormation.

Caore incame 1% the performance of the oporating sepment based on a measure of recwming profi. This
mesasarement basis s dotermined a5 prodil adiributable 10 oquity holders of the Parnt Compamy
ovcludmg the effects ol noa-rocwrmng nems, nel oF thar s offects. MNon-roourring foms roprosend
gains (leeses) thal through occurnence of sire. ane nod considered usual operating itams, such as foragn
cuchange gains (losscs), paims (losscsh on dusposal of investmenis, and other non-recurning gains
(losses).

The Growp's capital expenditancs inclade aaqaisitions of property and aquipmend, and b imcarmance
of defierred ol and pas explorapon costs. The Group has only one (1) geographecal segment as the
Cirpaap eperates and derives all its revenme from demestic aporatians. The Group's oporating asscls ac
prancipally locaved in the Plalippanes. Thas, geographical business operation is not nequared.

Revenues from oal and gas operatons of the Group anc as follons:

M= 2T 2Nl
=014 Blogk O (Gale) FERITI FEI51% FAS 3T
SC 14 Block B dMalinkss) 1,21 13,555 1LR74
S0 14 Bleck A (Mada) B 4313 T TG
SC 14 Block B-1 (Moath Malinkocy = TGT 4. 76

P07 324 PO 445 FLL ST

Annual revenuies firom the major custemens of the Ciroup ane 2 fodlons:

% b1 ) s
5K Endrgy Intomational Prc Lid PR TIW P AR B2G,T L0
Chiraoil 06l Hong Eong Conporstion Limiled TN = -
Filipinas Shell Petrolouss Corporation 1% ] el -
Ths Owl Public Company Limiicd - e Wirl] T2
Chevrom USA Inc. (Simgapore Branch) - - [T |
Sangagore: Petroleum Corpomtion = = 15,706

P10 514 Pl 445 Pai 5T
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Reverues amounting ta nil, ail, and BIG_201 peraim o extomal customers with mdnvidual resemue
amounts bess than 1% of the Groups revenus for the years ended December 31, 2008, 2017 and 20046,

peapectively.

Crude oil Tfangs from the Galos field wene sald 1 customers From searky Asiam countnes, whale all
crudie ail liftings from the Nede, Matindoe, and MNosth Mabnloe gas ficlds were seld o customers in the

Fhiliggpises.
Revenues from oil and gas operations of the Grosp based on geegraphic lesation of cusiomers arc as
follows:
niE 2007 2016
Souh koerga BRE T2 Bl 4THE 2T 10
Hanghang: 31544 - -
Fhilippincs 15651 20126 T, 203
Thanland = 2002 26872
Sangapore - Ly
FINT 524 Pl 445 FLL5TD

Tz fodlewimg tables present revanue and profL inlading the computation of EBITDNA ag denved from
b comsolidatod met incomi, and cetam asset and lability information negarding the Group's operatmg,

segmenis
As o [eormber 31, 200K:

Ol il G Coil (AT Tostal
Crmanlidatod venus
Exiernal cusdomrs LUk LS 3 P07 94
Resiilis
ERITILA &1 PEEES] [ [1R ([ E N
Ihepeaation s depletios (314 = - iSE4)
I Loy e 4t - - 45T
|t s ared wtheer © « X% - [1lek]] A
Conanlidsted i loas [ gL oi] iFsE) (L LUEEG [l N
Core pei ons i#18.37%) T I TV VT 1T
Cominlid ited 1ol aiicts H.lgﬂi- HHE I'I.IIIIHI:I l‘?_:bl"l‘E
Comalidated 1otal liabBities B107TH E21 FTITEIS WS Sl 4T (LTS
CHber srpmersd anfeamalsn
Capatal cxpomditires I 433 e e FRE 413

Feon-vash eipsmnes olhar s depletion and
depoocialion
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s ol Deocember 3, 2017

u] e Crn Coal | lammnations Tkl
U] bated revene
sciernal oo Pl 444 ¥ ¥ [ JEIIE L
Hewalts
FRITILA 1T 55K} {35} 112,765 (SR RIR)
[rproaiation asl depletios [EE1N = = (#H1)
Imcome e axpensg 215 - - 2256
|nfemed an other ¢ =k (15675 = 8344 {1300
Copso] idatod net ko iR ALES {FEE) FI M2 (-2 ERT]
Coge med hiss L] iP5} 13,171 (PETEITy
Comsolidued ot gsets P83 527 P34 P13 FTIIERI2
Conuolidued total lisbslsins g 293 FIITE3S Bl TaR [ ekl X .
{Hhar segmen! mlirmalion
Capelal oxpemsbilizes Ps3 T e - B2 T
Feon-casd expsmncs ofhor s deplotion and

depoecialion

Ax ol Descernber 31, 2006

] aned {lan Ll | Brurea i Tkl
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CORPORATE GOVERNANGE

As a publicly-listed Philippine
corporation, PXP conforms to

the corporate governance rules,
requirements, and regulations of the
Philippine Securities and Exchange
Commission (SEC) and the Philippine
Stock Exchange (PSE). The Company is
committed to the highest standards of
corporate governance and continues
to benchmark against recognized
international best practices. To ensure
constant improvement, PXP monitors

developments in corporate governance
to elevate the Company's corporate
governance structures, processes, and
practices to global standards. PXP also
advocates an ethical corporate culture
guided by its core values of integrity,
teamwork, respect for individuals, work
excellence as well as corporate, social
and environment responsibility.

On July 31,2018, the Company has been
awarded by the Institute of Corporate
Directors as one of the top-performing
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publicly-listed company in the Philippines
under the ASEAN Corporate Governance
Scorecard (ACGS) 2017.

A. Rights of Stakeholders

PXP respects the rights of all
shareholders, in accordance with the
Corporation Code of the Philippines,
Company's Articles of Incorporation,
By-Laws, and the Revised Manual of
Corporate Governance ("“MCG").

A.1Basic Shareholders Rights

Dividend Policy

The Company’s dividend policy is to
distribute up to 25% of core netincome
and to pay cash dividends within thirty
(30) calendar days to shareholders of
record from date of declaration.

The Company has not declared any
cash or other dividends from the time
of its incorporation. Apart from legal
restrictions governing the declaration
of dividends, there are no restrictions
that limit the Company'’s ability to pay
dividends whether currently or in

the future.

A.2 Right To Participate In Decisions
Shareholders have the right to participate
in decisions concerning fundamental
corporate changes. The following
corporate actions require the vote of
shareholders holding at least 66 2/3 of
the Company'’s outstanding capital stock:
1. Amendment to the Articles of
Incorporation;

2. Increase in capital stock;

3. Sale or disposition, including the
constitution of a mortgage or a
pledge, of all or substantially all of
the Company’s assets;

4. Investment of corporation funds for
a purpose other than the Company's

primary purpose;

5. Waiver of preemptive rights for
specific transactions; and

6. Mergers and consolidations.

A.3 Right to Participate Effectively in and Vote in
Shareholder Meetings

PXP’s shareholders have the right to
participate effectively in and vote in
shareholders’ meetings. The Company
ensures that shareholders are informed
of the rules, including the voting
procedures that govern general
shareholder meetings.

PXP respects and recognizes the right
of minority shareholders to nominate
directors. This right is corollary to the
right to vote, which is guaranteed under
the Corporation Code of the Philippines
and recognized in the Company'’s By
Laws and MCG.

Under the Company'’s By-Laws,
shareholders may submit nominations

to the Board of Directors’ Nominations
Committee. The deadline for submission
of nominations is on the 23rd day of
March of each year, or such other date as
may be determined by the Board

of Directors.

For 2019, the deadline for nominations
was announced by the Company last
March 21,2019 and announced by the
Company via PSE disclosure system,
together with the announcement for the
date of the annual shareholders’ meeting
and the record date for the said meeting.

All shareholders have the right to vote

each year for the following:

a. Election of directors;

b. Approval of the minutes of
shareholders’ meeting/s held in the
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previous year;

c. Approval of the annual report and
the audited financial statements;

d. Selection of election inspectors for
the ensuing year; and

e. Selection of the external auditors.

Voting Procedures

Voting is done by balloting and
shareholders shall be entitled to

vote either in person or by proxy.
Shareholders who are present and did
not submit proxies before the meeting
were given ballots upon registration. In
the case of proxies submitted prior to
the meeting, the proxy designated by
the shareholder to represent them at
shareholders’ meeting is provided with
ballots for casting in accordance with the
shareholder’s instructions, as indicated
in the proxy. Proxies will be tabulated
by the Company'’s stock transfer agent,
BDO Stock Transfer and results of the
tabulation will be announced for the
relevant items on the Agenda.

The Corporate Secretary will be
responsible for the casting of votes
and as appropriate, will be assisted by
the Company's independent election
inspectors in the counting of votes.

The voting and tabulation procedures
are further explained in the Company's
Notice of Annual Shareholders’ Meeting.

The Corporate Secretary will likewise
explain the voting procedure at the start
of the meeting and will form part of the
Minutes of Annual Shareholders’
meeting which will be posted in the
Company's website.

Shareholders’ Meeting

The Company recognizes the right of

all shareholders to attend all scheduled
shareholders’ meetings. Regular
shareholders’ meetings shall be held
annually in May in accordance with in
the Company's By-Laws, or such other
date as may be determined by the Board
of Directors. The holding of the annual
meeting is mandatory, as it is during
which the directors are elected and the
shareholders have the opportunity to be
updated on the Company'’s condition,

as well as its plans and programs. It also
serves as a venue to ask questions and
raise relevant issues or concerns.

On the other hand, special meetings, as
needed, shall be held at any time and for
any purpose.

The minutes of the ASM are posted in
the Company's website within five (5)
days from the date of the meeting. The
minutes consist of the open forum during
the ASM, voting results per agenda, the
resolutions taken up during the ASM

and the attendance of directors and

key officers. As a matter of practice, the
members of the Board, the Chairman, the
President, Audit Committee Chairman,
Board Risk and Resource Oversight
Committee Chairman, representatives

of the external auditor, other key officers
and employees are present during the
scheduled meetings of shareholders.
They shall have the opportunity to make
a statement, should they desire to do

so, and will be available to respond to
appropriate questions.

Disclosure and Release of Notice of
ASM to Shareholders

The Company disclosed to the PSE
the Company’s SEC Form 20IS or

the Definitive Information Statement
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(DIS) on April 11,2019. The Company
likewise sent out the Notice of Meeting
to shareholders, stating the date,

time, place and detailed agenda with
explanatory circulars, as needed for each
item, and is sent out at least twenty eight
(28) days prior to the scheduled date of
the annual meeting.

The ASM was announced two (2) months
before the actual date of the meeting
and was published in at least two major
newspapers of general circulation.

A.4 Markets for Corporate Control

In cases of mergers, acquisitions and/
or takeovers requiring shareholders'’
approval, the Board, as a matter of
practice, appoints an independent party
to evaluate the fairness of the valuation,
terms and conditions of

such transactions.

Furthermore, in cases of mergers

and acquisitions, the Chairman and
the President, together with external
financial and technical consultants,
prepare a detailed recommendation
for consideration by the Board. An
independent consultant or independent
financial advisor and legal counsel

is retained to review the terms and
conditions of contracts and to evaluate
the merits of each specific transaction.

A.5 Institutional Investors

The exercise of ownership rights by all
the shareholders, including institutional
investors is recognized by PXP. The
Philippine Social Security System (SSS)

is the only institutional investor with a
share of ownership greater than 5% as of
March 31,2019. The Company does not
have any shareholder earning more

than 50%.

B. Equitable Treatment of Shareholders

B.1 Shares and Voting Rights

The Company has only one class of
common share, each entitled to one vote.
Cumulative voting, which enhances the
ability of minority shareholders in voting
the election of directors is allowed.

B.2 Notice of ASM

The Notice of ASM bears the resolutions
in the most recent ASM and each
resolution deals with only one item.
There is no bundling of several items
into the same resolution. For a wider
appreciation, all Company notices and
circulars are written and published in the
English language.

The Notice of ASM also provides the

following information:

1. The profiles of each director
seeking for election or re-election:
age, academic qualification, date
of first appointment, experience,
and directorships in other listed
companies;

2. External auditors seeking
appointment or re-appointment are
clearly identified;

3. Dividend policy; and

4. Readily available proxy statements.

The Notice of ASM is also available in

the Company's website through the
following link:
http://www.pxpenergy.com.ph/company-
disclosure/notice-of-agm

B.3 Trading and Abusive Self-Dealing Policies
Trading Blackouts

The Company strictly enforces and
monitors compliance with its policy on
inside trading which prohibits the trading
of the Company'’s securities during
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prescribes periods by the following

covered persons:

1. Board of Directors;

2. Management Team; and

3. Employees who have been made
aware of undisclosed material
information with respect to the
Company and its operations.

The blackout period begins thirty (30)
calendar days prior to the disclosure of
the Annual Financial Results until two
(2) full trading days thereafter. For the
quarterly results, the blackout period
begins fifteen (15) calendar days before
the structured disclosure until two (2)
full trading days after the date of the
disclosure.

Policy on Dealings in Company Shares
of Stocks

The Company'’s Policy on Dealings in
Company Shares of Stocks is available
at (http://www.pxpenergy.com.ph/
corporate-governance/company-policy/
policy-on-dealings-in-company-shares)
in our Company website. Under the
Revised Policy on Dealings in Company
Shares of Stock, all concerned directors,
officers and/or employees are required
to report to the Compliance Officer all
respective dealings in Company shares
within two (2) business days, and for

the Company to disclose the same
within three (3) business days from the
date of the transaction. This prohibits
director and employees to benefit from
any knowledge which is not generally
available to the market.

B.4 Related Party Transactions by Directors and
Key Executives

The Company strictly adheres to the
guidelines covering securities dealings
to comply with existing government

regulations and promote fairness.
Changes in personal shareholdings

of Directors and key officers of the
Company resulting from open market
transactions or the grant of shares from
incentive-based schemes implemented
by the Company are reported to the SEC
and PSE within the specified deadlines.

All material and/or significant Related
Party Transactions (RPT) are subject

to review and endorsement by the
Corporate Governance & Related

Party Transaction Committee with the
concurrence of all Independent Directors
prior to approval of the Board to ensure
that they are in the best interests of

the Company and its shareholders in
accordance with the Company'’s

RPT Policy.

Conflict of Interest Policy

The Conflict of Interest Policy is available
at (http://www.pxpenergy.com.ph/
corporate-governance/company-
policy/conflict-of-interest-policy) in our
Company website. This policy ensures
that all work related decisions, actions
or inactions of PXP’s directors, officers,
employees and consultants are above-
board and are based on sound business
principles and judgment, devoid of bias
or partiality. The directors, employees
or consultants concerned shall likewise
inhibit themselves from any direct or
indirect participation or involvement at
any stage of the transactional process
flow where they are conflicted. These
persons are also not allowed to sign any
paper or document related to

the transaction.

The Company shall not, directly or
indirectly (through any Subsidiary or
affiliate), grant or arrange for any credit
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(or extensions thereof) in the form of
personal loans to any director or officer,
unless allowed by applicable laws

and regulations.

B.5 Protecting Minority Shareholders from

Abusive Actions

PXP respects the rights of the minority

shareholders and develops policies

towards ensuring that the Board, in

all cases, shall consider the corporate

interest above all, as a whole. The key

guidelines include:

1. Emphasis on the fiduciary
responsibilities of the Board, the
officers of the Company and its
shareholders as well as the duties of
care and exercise of prudence;

2. Avoidance of conflicts of interest
and prompt disclosure of potential
conflict;

3. Prompt, full, and fair disclosure of
material information;

4. Formulation of other policies towards
prevention of actions that will favor
the controlling interest or major
shareholder/s at the expense of the
minority shareholder: and

5. Adoption of policies on RPTs.

a. RPTs that can be classified as
financial assistance to entities
that are considered as
Company's subsidiaries are all
disclosed in the Company'’s
financial statements; and

b. RPTs should be conducted in a
way that ensures fair and at arm’s
length dealings.

C. Role of Stakeholders

C.1. Respecting Rights of Stakeholders
Customers

In line with PXP’s Code of Business
Conduct and Code of Ethics (“Code”),
the Company upholds fair and
transparent dealings with its customers.
All the transactions and business
relationships with customers are covered
by contracts and comply with existing
laws and regulations in the country.

Supplier/Contractor Practice

The Company's Policy on Vendor

Relations is available at the following link

(http://www.pxpenergy.com.ph/

corporate-governance/cg-disclosures/

supplier) in our Company website. Under
this policy, the Company shall promote
and implement standards of relationships
with Suppliers that embody the Code's
principles and core values as defined

in the Code. Directors, employees and

consultants shall maintain the Company's

reputation for equal opportunity and
honest treatment of suppliers in all
business transactions through the
following guidelines:

1. The Company shall seek and
maintain mutually beneficial
relationships with suppliers that
uphold the Company'’s principles and
core values;

2. The Company shall give qualified
Suppliers adequate, fair, and equal
opportunity to bid on goods and
services for the Company'’s projects
or requirements;

3. The Company shall accredit Suppliers
based on established criteria that
reflect the Company'’s reputation for
fair, equal opportunity and honest
treatment of all Suppliers; and
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4. As a general rule, purchases will be
made on the basis of competitive
bidding. In the event that it will be to
the best interest of the Company to
enter into strategic partnerships with
suppliers, the Company may apply
the Negotiated Contract option.

All such strategic partnerships

and negotiated transactions must
be reported and justified to the
appropriate approving authorities,
and recorded prior to commitment.
Transparency in all these transactions
shall be maintained at all times.
Such reports, justifications, and
subsequent approval or disapproval
of the appropriate authorities shall
be kept by the procurement center.

Environment

As a socially and environmentally
responsible company, PXP is committed
to the continuous improvement of
operations, and with respect to any
adverse environmental impacts, faithful
compliance with all laws, legislations,
promotion of environmental awareness
and commitment among its workers at
all levels.

Compliance with Environmental Laws
A Certificate of Non-Coverage (CNC)
was issued by the Environmental
Management Bureau ("EMB") of

the DENR to Forum (GSEC 101) on
December 22,2010 for the 2D and

3D seismic surveys conducted in the
Recto Bank area from January to March
2011. Forum (GSEC 101) allotted
approximately US$50,000 for costs to
ensure compliance with

environmental laws.

Another CNC was issued by the EMB on
May 23, 2012 to cover all exploration

activities in SC 72, including the drilling
of exploration wells.

An ECC was issued by the EMB to FEl on
February 19,2010 for the extraction of
natural gas from the SC 40 contract area
and for up to two MW natural gas-fired
power plant project in Barangay Libertad,
Bogo City, Cebu.

CNCs were issued by the EMB to FEl on
November 18, 2009 and April 13,2012 to
cover land gravity surveys in SC 40.

A CNC was issued by the EMB to the
Company on February 28, 2014 to cover
all exploration activities in SC 75.

Another CNC was issued by the EMB to
the Company on March 22, 2016 to cover
all exploration activities in SC 74.

Compliance by the Group with
environmental laws helps assure the
management that the Group's business
can be operated in a sustainable
manner. As far as the Company is
aware, the Group has complied with all

environmental regulations with regard to
the SCs.

Communities

PXP Energy Corporation’s subsidiary,
Forum Energy Philippines Corporation,
has undertaken community assistance
programs, through the SC 1C-1 Galoc
consortium, to various areas in Palawan,
its host province.

The Company’s community assistance
and corporate social responsibility
programs are available at the
Company's website:
http://www.pxpenergy.com.ph/
corporate-governance/corporate-social-
responsibility
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Human Rights Policy

We value the dignity of every individual
and the basic human rights as provided
under the Philippine Constitution and the
Universal Declaration of Human Rights.
In all its endeavors, we are committed to
respect human rights and to conduct its
activities in a manner that is consistent
with applicable laws and best practice in
petroleum exploration and development,
environmental stewardship, health and
safety, and community relations.

Anti-corruption Programs and
Procedures

The Company formulated a Code of
Business Conduct and Ethics which
upholds professionalism and ethics
in business dealings and transactions.
In relation to this, the Company has a
Vendor Relations Policy and Policy

on Gifts, Entertainment and
Sponsored Travel.

a. Policy on Gifts, Entertainment and
Sponsored Travel

The Company's Policy on Gifts,
Entertainment, and Sponsored
Travel is available on the Company's
website through the following link:
http://www.pxpenergy.com.ph/
corporate-governance/company-
policy/policy-on-gifts

Under this Policy, directors,
employees and consultants shall
refrain from putting themselves

in situations or acting in a manner
that could significantly affect the
objective, independent or effective
performance of their duties and
responsibilities in the Company.

In this regard, directors, employees
and consultants who have received
gifts, entertainment and sponsored
travel from any third party, with
whom the Company does business
or proposes to do business, whether
directly or indirectly, shall inform
their donor that these were received
in behalf of the Company and shall
be handled in accordance with
Company policy. Sponsored travel
from third parties requires disclosure
and prior approval from his superior,
which approval shall conform to the
letter and spirit of this policy.

b. Vendor Relations

PXP promotes and implements
standards of relationships with
Suppliers that embody the Code'’s
principles and core values as defined
in the Code through its Vendor
Relations Policy.

The Company's Policy on Vendor
Relations is available at
(http://www.pxpenergy.com.ph/
corporategovernance/company-
policy/supplier-contractor-relation)
in our Company website.)

Creditors

As a matter of policy, the Company
upholds the rights of our creditors

by publicly disclosing all material
information relating to loan covenant.
C.2. Effective redress for violation of
Stakeholders’ Rights

The Company provides contact details,
via the Company’s website, which
stakeholders (e.g. customers, suppliers,
general public, etc.) can use to voice their
concerns and/or complaints for possible
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violation of their rights. Details of the
contact persons are as follows:

Investor Relations
Paul C. Cheah,
Investor Relations Officer

Trade Creditors & Suppliers Inquiries:
Mr. Mark Raymond H. Rilles,
Finance Controller

Snail Mail:

PXP Energy Corporation

2/F LaunchPad Reliance corner Sheridan
Streets, Mandaluyong City 1550
Philippines

Telephone: (632) 631-1381

Email:
admin@pxpenergy.com.ph

C.3. Performance-enhancing mechanisms

for Employees

Employee Development Programs
The Company respects the dignity and
human rights of its employees, including
the rights guaranteed by existing

labor laws. PXP promotes safety, non-
discrimination, environmental awareness
and commitment in the workplace, and
supports programs that champion the
engagement and development

of employees.

In 2018, the following learning sessions
and employee development programs
were conducted by the Company.

Each program is tailor fit for a specific
audience within the organization to
ensure focus and generate the

best results.

el | pogamTite

All levels New employee orientation

Managers and Sustainability Strategy in a

Officers Disruptive Business Environment:

ESG Best Practices and Compliance
Issues; and Blockchain Technology
Use Cases and Strategic Benefits,
Risks and Governance Issues

Senior Officersand  Sustainability, Block Chain
Directors Technology and Data Privacy

Site Safety Policy

The Company adheres to a Site Safety
Policy and is committed to the highest
levels of health and safety programs to
ensure every stakeholder’s safety and
espouses loss prevention as a way of
life. PXP strives to maintain a sound and
safe working place for the prevention
of injury, illness, property damage and
loss to processes, in compliance with all
relevant legislations and the preservation
of the environment as well.

The Compensation Philosophy/

Principles of the Company are

as follows:

1. Pay-for-Performance;

2. Pay for competencies and skills;

3. Pay competitively versus local
competitors and other comparative
companies;

4. Provide a total rewards package that
includes pay, benefits, employee
recognition, employee development
and a work environment conducive
to high performance; and

5. Benchmark against an effective
Performance Management Process.
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C.4. Means of Communication of lllegal or
Unethical Practices by Employees

Whistle Blowing Policy

The Company'’s Policy on Vendor
Relations is available at
http://www.pxpenergy.com.ph/
corporate-governance/company-policies

In accordance with the Company's
adherence to the principles of good
governance, this policy and procedures
prescribed herein are being issued

to provide a system and venue for

the proper submission, handling or
resolution of employees’ complaints
or disclosures regarding violations

of corporate governance rules,
questionable accounting or auditing
matters, and offenses covered by the
Company'’s existing Code of Discipline
or Equivalent Policy.

Confidentiality

All (whistleblower) complaints, including
the identity of the whistleblower,
witnesses and employees named in

the Complaint, will be treated in a
confidential manner, unless the Company
is otherwise required or compelled by
law to release information.

Anonymous Reporting

Any (whistleblower) complaint must

be coursed or filed through any of the
various reporting channels. To aid further
investigation of the (whistleblower)
complaint, a whistleblower who makes
or files a (whistleblower) complaint
anonymously may opt to provide means
by which he can be contacted without
compromising his or her anonymity (e.g.
send and/or receive mails through a
post office (P.O.) Box number, an e-mail
address, or communicate through text

messages using a pre-paid cellular
phone number, etc.)

Protection from Retaliation

Subject to the provisions of Malicious
Allegations and without prejudice to
legally-mandated courses of action to
protect one’s right, baseless and illegal
retaliation against any whistleblower or
witness is prohibited and will be dealt
with in accordance with this Policy, other
relevant Company policies and rules,
and applicable laws. A whistleblower or
witness who will identify himself shall be
protected from retaliation.

Malicious Allegations

In case the Appropriate Investigating
Unit (AIU), to which a (Whistleblower)
complaint has been referred to, should
determine that, after investigation,

the whistleblower and/or witness has
made baseless, untruthful, fabricated,
malicious, or vexatious allegations, and
particularly if he/they persist in making
such, disciplinary action may be taken
against the whistleblower and witness
in accordance with pertinent Company
policies and rules and applicable laws
in order to protect the good name of
persons that may have been unjustly
accused or implicated.

For purposes of this Policy, the AlU may
either be the Internal Audit, Human
Resources, Legal, Security, or

a committee composed of
representatives from those relevant
units, where necessary.
http://www.pxpenergy.com.ph/
corporate-governance/company-policy/
whistle-blowing
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D. Disclosure and Transparency

D.1. Transparent ownership structure

The following stockholders own more than five percent (5%) of the Company's stock as

of March 31, 2019:

Name and Address of Record Owner and Relationship
with Issuer

PCD Nominee Corporation (“PCD Nominee")

Philex Mining Corporation (“Philex Mining")
2nd Floor LaunchPad, Reliance Street corner Sheridan Street,
Mandaluyong City, Metro Manila

Asia Link B.V.
PrinsBernhardplein 200, 1097 JB Amsterdam, The Netherlands

Social Security System

c/o Loan and Investment Office, 7/F SSS Building, Diliman,
Quezon City

Two Rivers Pacific Holdings Corp.

10/F MGO Building, Legaspi cor. Dela Rosa Sts., Legaspi Village,

Makati City

Name of Beneficial Owner
and Relationship with
Record Owner

See Note 1.

No. of Shares

388,662,481 (excludes shares

19.8297%

of Philex Mining and SSS held
through PCD Nominee)

Philex Mining (held through
PCD Nominee) See Note 1.

First Pacific Company, Ltd. See
Note 2.

Social Security System (Direct
and through PCD Nominee)
See Note 3.

Two Rivers Pacific Holdings
Corporation. See Note 4.

595,864,728

284,470,725

213,587,405

125,608,156

30.4013%

14.5138%

10.8973%

6.4086%

. PCD Nominee Corporation (“PCD Nominee"), the nominee of the Philippine Depository & Trust Corp., is the registered owner of the shares in the books of the Company's transfer agent. The beneficial

owners of such shares are PCD Nominee's participants who hold the shares on their own behalf or in behalf of their clients. PCD Nominee is a private company organized by the major institutions actively
participating in the Philippine capital markets to implement an automated book-entry system of handling securities transactions in the Philippines. The 388,662,481 shares shown ahove are exclusive of
the 335,864,728 shares owned by Philex Mining and the 66,631,767 shares owned by SSS, held through PCD Nominee.

. Asia Link BV. is a wholly owned subsidiary of First Pacific Company, Ltd. (“First Pacific"). Kirtman Limited, part of the First Pacific Group, is the registered shareholder of 65,221,981, shares or 3.328% of the

outstanding shares of the Company. Maxella Limited, also part of the First Pacific Group, is the registered shareholder of 64,539,833 shares or 3.293% of the outstanding shares of the Company. Artino
Limited, also part of the First Pacific Group, is the registered owner of 10,193,136 shares or 0.520% of the outstanding shares of the Company.
. Of the 213,587,405 shares of the Social Security System (“SSS"), 66,631,797 shares are held through PCD Nominee. Ms. Diana V. Pardo-Aguilar has been nominated to the Board of Directors of the

Company to represent the SSS.

. Two Rivers Pacific Holdings Corporation designated the Chairman of the Company;, or in his absence Mr. Robert C. Nicholson, or in his absence, Atty. Marilyn V. Aquino, or in her absence, Mr. Danny Y. Yu as
proxies to vote its shares at the annual shareholders’ meeting in 2018.To date, the Company has not received information on who will vote the said shares in the 2019 Meeting.

D.2. Quality of Annual Report

The Company’s Annual Report contains
the following information, which can
be found on the sections and

pages specified:

L womatn ____pagets)

Major Business Risks and How They are Being
Managed

Corporate Objectives

Key Performance Indicators (Financial and
Non-Financial)

Dividend Payment Policy
Details of Whistle Blowing Policy

Biographical Details of Directors

Training and/or Continuing Education Program
Attended by Each Director

Number of Board Directors’ Meetings Held and
Attendance during the Year

Corporate Governance Confirmation Statement

127

137
138

108
116
25-29
134

125



118

ASCENT

D.3. Disclosure of Related Party Transactions

Related Party Transaction: Please see page 123 for discussion of Related Party
Transaction Policy All related party transactions are reported in the Company’s Notes
to Audited Financial Statements found on pages 32-106 of this Annual Report.

Directors’ Dealings in Company shares

DIRECTORS AND OFFICERS’ DEALING AND SHAREHOLDINGS

Name of Director

Number of Direct
Shareholdings as of
January 1, 2018

Manuel V. Pangilinan (Chairman) 1,603,465

Daniel Stephen P. Carlos (President) 765

Robert C. Nicholson (Non-Executive Director)* 337

Marilyn A. Victorio-Aquino (Non-Executive Director) 76,529

Eulalio B. Austin, Jr. (Non-Executive Director) 208,223

Diana Pardo-Aguilar (Non-Executive Director) 1

Oscar S. Reyes (Director) -

Benjamin S. Austria (Independent Director)

Emerlinda R. Roman (Independent Director) 1

Barbara Anne C. Migallos (Corporate Secretary) 71,677

Paraluman M. Navarro (Treasurer) 2,431

TOTAL

1,963,620

Changes in
2018

Number of Direct Number
Shareholdings as of | of Indirect
December 31,2018 Shares

1,603,465
765
337

76,529
208,223
1

% of Capital
Stock

1
71,677
2,431
1,963,620

*Mr. Joseph H.P. Ng has been elected to the Board of Directors of the Company to fill up the vacancy due to the resignation of Mr. Robert C. Nicholson as a director of the Company on March 21,2019

The Company'’s Corporate Structure can
be found on page 8.

D.5. Audit and Non-Audit Fees

For 2018,2017 and 2016, independent
auditors were engaged to express

an opinion on the consolidated and
stand-alone financial statements of

the Company and its Subsidiaries (the
"Group”), and to assist in the preparation
of the income tax returns of the Group.
A regular audit was carried out based

on Philippine Standards on Auditing.
The audit fees for these services were for
PhP4.3 million for 2018, PhP4.3 million
for 2017, and PhP4.9 million for 2016.

There were no non-regular audit
conducted during the years 2018, 2017,
and 2016.

D.6 Medium of Communications

Company Website
(http://www.pxpenergy.com.ph/)

The Company is committed to the
highest standards of disclosure,
transparency and fairness in information
dissemination. The Company provides
the public with strategic, operating and
financial information through adequate
and timely disclosures to the regulatory
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authorities, such as the Philippine SEC
and the PSE. Along with regular periodic
reports, PXP discloses all material
information about the Company that
may have an impact on valuation, its
stock price and the trading volume of its
securities. All financial and nonfinancial
disclosures are immediately posted on
the Company Disclosures section of the
Company's website.

Quarterly Reports

PXP addresses the various information
requirements of the investing public
through our Investor Relations Division.
The Company dutifully accomplishes and
submits quarterly and annual reports on
or even before the deadline prescribed
by the regulatory agencies. Our quarterly
reports can be found on the link below in
the Company'’s website:
(http://www.pxpenergy.com.ph/
company-disclosure/sec-fillings)

Analyst Briefings

Analyst briefings, physical or via
teleconference, are conducted on

a regular basis to provide a timely
update on the financial and operating
performance of the Company to the
investment community.

The Company’s Corporate Affairs Group
(now called the Public and Regulatory
Affairs Group) handles the Company's
public, media and government relations
functions. Media briefings are conducted
after the Annual Shareholders’ Meeting
and, in some instances, before the
analyst briefings. Copies of the analyst
and the media releases can be found on
the below link in the Company's website.
(http://www.pxpenergy.com.ph/press-
materials/press-materials)

D.7. Timely filing/release of annual/financial
reports

The Company's Audited Financial
Statements were published (in the
Company website and disclosed to the
PSE and SEC) within 90 calendar days
from the end of the reporting financial
yearend and can be accessed on the link
below in the Company website.
http://www.pxpenergy.com.ph/company-
disclosure/other-disclosure/mar-29-
2019-3

The Philippine Law mandates publicly
listed companies to submit their SEC
Form 17-A Annual Report to the PSE
and SEC on or before April 16,2018.
The true and fair representation of the
Audited Financial Statements / Annual
Report is affirmed by the Chairman of
the Board of Directors, the President
and the Treasurer in the Statement of
Management Responsibility.

Company Website

The Company's website provides the
following information accessible through
links indicated below:

INFORMATION LINK

Business operations
http://www.pxpenergy.com.ph/home/
our-business/philex-petroleum

Financial statements (current

and prior years)
http://www.pxpenergy.com.ph/company-
disclosure/sec-fillings

Materials provided in briefings to
analysts and media
http://www.pxpenergy.com.ph/press-
materials/press-materials
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Shareholding structure
http://www.pxpenergy.com.ph/home/
our-company/shareholding-structure

Group corporate structure
http://www.pxpenergy.com.ph/home/
our-company/group-structure

Downloadable annual report
http://www.pxpenergy.com.ph/investor-

relations/annual-reports

Notice of ASM

http://www.pxpenergy.com.ph/company-

disclosure/notice-of-agm

Minutes of ASM

http://www.pxpenergy.com.ph/company-

disclosure/minutes-of-agmminutes-of-
agm

Company'’s by-laws and Articles

of Incorporation
http://www.pxpenergy.com.ph/home/
our-company/articles

D.8. Investor Relations

The contact details of the officer / office
responsible for investor relations are

as follows:

Mr. Paul C. Cheah

Investor Relations Officer

Telephone No.: (632) 631-1381
local 8885

Email: philex@philexmining.com.ph

E. Responsibilities of the Board
E.1. Board Duties and Responsibilities

Manual on Corporate Governance

On May 31, 2017, the Company's Revised
Manual of Corporate Governance were
filed with the Securities and Exchange
Commission in compliance with SEC
Memorandum Circular No. 19, series of
2016, which were duly approved by the
Company's Board of Directors on

May 30, 2017.
http://www.pxpenergy.com.ph/
corporate-governance/cg-manuals/pxp-
corporate-governance-manual-2017

The Company's Revised Manual of
Corporate Governance can be found at
the Company's website at the following
link: http://www.pxpenergy.com.ph/
corporate-governance/cg-manuals/pxp-
corporate-governance-manual-2017

Types of Decisions That Requires
Board Approval

The types of decisions that require

the approval of the Board of Directors
pertain to ordinary business transactions
of the Company and do not extend
beyond the management of extra
ordinary corporate affairs, nor above the
limits of its authority as provided by law.

Roles And Responsibilities Of The

Board Of Directors

Each Director has a three-fold duty of

obedience, diligence and loyalty to the

corporation he serves. The Director shall:

a. Actin the bestinterest of the
Company and for the common
benefit of the Company'’s
shareholders and all stakeholders;

b. Exercise their best care, skill, and
judgment, and observe utmost good
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faith in the conduct and management
of the business and affairs of the
Company; and

c. Act within the scope of power and
authority of the Company and the
Board as prescribed in the Articles
of Incorporation, By-Laws, and under
existing laws, rules and regulations.

Faithful compliance with the principles
of good corporate governance is the
paramount responsibility of, and shall
start with, the Board. Furthermore,

the Board is required to exercise

its corporate powers, conduct the
business and control the properties

of the Company in compliance with
the corporate governance principles
instituted in the Company's MCG.

The Board shall also be responsible for
fostering the long-term success of the
Company and securing its sustained
competitiveness.

The Company'’s Board Charter can be
found at the Company’s website at the
following link:
http://www.pxpenergy.com.ph/
corporate-governance/cg-manuals/pxp-
board-charter.

Vision and Mission

The Company’s Management and Board
of Directors review and approve the
Company's vision, mission and corporate
strategy on an annual basis and monitor/
oversee the implementation of such
corporate strategy.

The Company's vision is to be a highly
respected, world-class energy resource
company, committed to deliver excellent
value to its investors, employees, and
other stakeholders. Its mission is to

become a responsible energy resource
company that explores and develops
petroleum and coal resources for the use
of society.

The Company's Vision and Mission can
be found at the Company's website at the
following link:
http://www.pxpenergy.com.ph/home/
our-company/vision-mission

E.2. Board structure

Code of Business Conduct and Ethics
Details of the Company’s Code of
Conduct and Business Ethics can be
found here: http://www.pxpenergy.com.
ph/corporategovernance/company-
policy/code-of-businessconduct-and-
ethics

The Company is dedicated to doing
business in accordance with the highest
standards of ethics. The Company,

its directors, officers, and employees
shall comply with the Code and shall
endeavor to promote a culture of good
corporate governance by observing
and maintaining its core business
principles of integrity, teamwork, work
excellence, respect for individuals,
corporate responsibility, and social and
environmental responsibility in their
relationships among themselves and
with the Company’s customers, suppliers,
competitors, business partners, other
stakeholders, government regulators,
and the general public.

Board Structure and Composition

Independent Directors

The Company adopts the common
and ordinary meaning of the term
"independence” and defines an
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independent director as a person
independent of management. He or she,
apart from his or her shareholdings, is
free from any business dealings or other
relationship with the Company which
could, or could reasonably be perceived
to, materially interfere in the exercise of
independent judgment in carrying out
his/her duties and responsibilities to

the Company.

The Board has two (2) independent
directors in accordance with the
Philippine laws and regulations,
specifically Section 38 of the Securities
Regulations Code of the Philippines.

Independent Directors shall serve for

a maximum cumulative term of nine

(9) years, reckoned in accordance with
pertinent rules of the SEC after which
the Independent Director shall be
perpetually barred from re-election as
such in the Company, but may continue
to qualify for nomination and election
as a Non-Independent Director. In the
instance that the Company wants to
retain an Independent Director who has
served nine (9) years beginning 2012,
the Board should provide meritorious
justification/s and seek shareholders’
approval during the Annual
Stockholders’ Meeting.

Directorship in Other Listed
Companies

Information on directorship in other
listed companies of the Board of
Directors is included in the profiles of
each director found on pages 25-29
of this Annual Report.

The Board Committees
The Committees will monitor the
activities and undertake a regular review

of matters under their respective areas.
The different Committee Charters set
forth its purposes, authority, duties and
responsibilities, structure and procedures
in accordance with the Company's
Revised MCG.

The full list of PXP's board committees
can be found in the Company's
website: http://www.pxpenergy.com.
ph/corporate-governance/board-
committees

Nominations Committee

Charter and Purpose

The primary purpose of the Committee is
to assist the Board in dealing with matters
relating to the appointment and removal
of directors, to formulate nomination
policy for the Board's consideration,

and to implement the approved
nomination policy.

The complete details of the Company’s
Nominations Committee Charter can be
accessed through the following link in
the Company's website:
http://www.pxpenergy.com.ph/
corporate-governance/cg-manuals/pxp-
nominations-committee-charter

Compensation Committee

Charter and Purpose

The primary purpose of the Committee
is to establish a formal and transparent
procedure for recommending the
appropriate remuneration of directors
consistent with Corporation Code and
officers (Vice President and above, as per
the Company's By-Laws) of the Company
to ensure that their compensation is
consistent with the Company'’s financial
strategy, sound risk culture as well as the
business environment in which

it operates.
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The complete details of the Company’s
Compensation Committee Charter can
be accessed through the following link in
the Company's website:
http://www.pxpenergy.com.ph/
corporate-governance/cg-manuals/pxp-
compensation-committee-charter

Audit Committee

Charter and Purpose

The Audit Committee Charter sets

forth the Audit Committee’s purposes,
authority, duties and responsibilities,
structure and procedures as prescribed
by the Revised Code of Corporate
Governance (the "CG Code"), the
Company'’s Revised MCG and the
Guidelines for the Assessment of
Performance of Audit Committees of
Companies Listed on the Exchange (the
"Guidelines”) promulgated by the SEC
(the "Commission”), and in view of the
establishment by the Board of a separate
Risk Committee.

The primary purpose of the Committee
is to assist the Board in its oversight
functions over the following:

1. The integrity of the Company'’s
accounting and financial reporting
principles and policies and internal
control systems, including the
integrity of the Company’s financial
statements and the independent
audit thereof

2. The Company's compliance with
legal and regulatory requirements

3. The Company's audit processes and
the performance of the Company’s
internal audit organization and
External Auditor, including the
External Auditor’s qualifications and
independence. The Committee shall
also have other duties and powers as
may be delegated to the Committee

by the Board, subject to limitations
set by the Board and conveyed to
the Committee.

The complete details of the Company'’s
Audit Committee Charter can be
accessed through the following link in
the Company’s website:
http://www.pxpenergy.com.ph/
corporate-governance/cg-disclosures/
audit-committee

Corporate Governance and Related Party
Transactions Committee

Charter and Purpose

The Charter of the Corporate
Governance and Related Party
Transactions Committee sets forth

its purposes, authority, duties and
responsibilities, structure and procedures
in accordance with the Revised Code
of Corporate Governance of PXP. The
primary purpose of the Committee is
to assist the Board of Directors of the
Company in performing the corporate
governance duties in compliance

with PXP’s MCG, the Revised Code of
Corporate Governance of the SEC, and
the Corporate Governance Guidelines
and the listing rules of the PSE.

The complete details of the Company'’s
Corporate Governance and Related Party
Transactions Committee Charter can be
accessed through the following link in
the Company's website:
http://www.pxpenergy.com.ph/
corporate-governance/cg-manuals/pxp-
cg-rpt-committee-charter

Finance Committee

Charter and Purpose

The Committee has the primary
oversight responsibility of the Company's
corporate finance activities, including the
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management of its equity, financial risk
(credit and concentration risks, liquidity,
market, including foreign currency,
interest rate, equity price, commodity
risk, hedging, and derivative financial
instruments) and the financing of

major acquisitions.

The complete details of the Company's
Finance Committee Charter can be
accessed through the following link in
the Company'’s website:
http://www.pxpenergy.com.ph/
corporate-governance/cg-manuals/pxp-
finance-committee-charter

Board Risk and Resource Oversight Committee
Charter and Purpose

The primary purpose of the Committee
is to assist the Board in assessing and
managing enterprise risks, including
financial, regulatory, strategic and
operational risks, and ensuring that
there is an effective and integrated

risk management process developed
for the benefit of the Company and its
shareholders, discharging other duties
and powers as may be delegated to the
Committee by the Board, subject to such
limitation as the Board may determine.
The complete details of the Company’s
Board Risk and Resource Oversight
Committee Charter can be accessed
through the following link in the
Company'’s website:
http://www.pxpenergy.com.ph/
corporate-governance/cg-manuals/pxp-

board-risk

E.3 Board Processes

Attendance

The Board has a pre-determined
schedule of meetings at the beginning
of the calendar year. Discussions during
meetings are open and independent
views are given due consideration. As
necessary, the Board likewise holds
meetings through telecommunication or
other electronic media.

A separate meeting of non-executive
directors without the presence of the
Chairman or any of the executive officers
is held at least once a year.
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DIRECTORS’ ATTENDANCE IN BOARD MEETINGS FOR 2018

No. Of Meeting Held | No. of Meeting
during the Year Attended

Board
Chairman Manuel V. Pangilinan
Member Daniel Stephen P. Carlos
Member Marilyn A. Victorio-Aquino
Member Eulalio B. Austin, Jr.
Member Robert C. Nicholson’
Member Joseph H.P.Ng2
Member Benjamin S. Austria (Independent Director)
Member Emerlinda R. Roman (Independent Director)
Member Diana V. Pardo - Aguilar®
Member Jose Gabriel M. La Viia*
Member Oscar S. Reyes*

. Robert C. Nicholson resigned as a Director on 21 March 2019, effective on even date. There were ten (10) meetings held in 2018 while he was a Director. The percentage
reported above is based on such number.

. Joseph H.P. Ng was elected as a Director and appointed as a Member of the Audit Committee on 21 March 2019, effective on even date, to fill the vacancy caused by the
resignation of Mr. Nicholson. Thus, he was not a Director during any of the 2018 meetings.

. Diana V. Pardo - Aguilar was elected as Director on 9 May 2017, effective on even date to fill-up the vacancy due to the resignation of Mr. Jose Gabriel M. La Vina. There was
nine (9) meetings held since she was elected Director and the percentage reported above is based on such number.

. Jose Gabriel M. La Vifia resigned as Director on 09 May 2018, effective on even date. There was one (1) meeting held while he was elected Director and the percentage
reported above is based on such number.

DIRECTORS' ATTENDANCE COMMITTEE MEETINGS FOR 2

Board No. Of Meeting Held | No. of Meeting
during the Year Attended

Chairman Emerlinda R. Roman

Member Benjamin S. Austria
Member Robert C. Nicholson’
Member Joseph H.P.Ng?

. Robert C. Nicholson resigned as a Director on 21 March 2019, effective on even date. There were five (5) meetings held in 2018 while he was a member of the Audit
Committee. The percentage reported above is based on such number.

. Joseph H.P.Ng was elected as a Director and appointed as a Member of the Audit Committee on 21 March 2019, effective on even date, to fill the vacancy caused by the
resignation of Mr. Nicholson. Thus, he was not a member of the Committee during any of the 2018 meetings.

Board Risk & Resource Oversight Committee

Board No. Of Meeting Held | No. of Meeting
during the Year Attended

Chairman Benjamin S. Austria
Member Emerlinda R. Roman
Member Marilyn A. Victorio-Aquino
Member Eulalio B. Austin, Jr.
Member Jose Gabriel M. La Vifia'
Member Diana V. Pardo-Aguilar?

1. Jose Gabriel M. La Vifia resigned as Director on 09 May 2018, effective on even date. There were (2) meetings held while he was a member of the Board Risk and Resource
Oversight Committee and the percentage reported above is based on such number.

2. DianaV. Pardo-Aguilar was elected as a Director on 09 May 2018, effective on even date, to fill the vacancy caused by the resignation of Mr. Jose Gabriel M. La Vifia. She was
appointed as a member of the Board Risk and Resource Oversight Committee on 01 June 2018. There were two (2) meetings held since she was appointed as a Member of
the Committee and the percentage reported above is based on such number.
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Corporate Governance & Related Party Transaction Committee

Board No. Of Meeting Held | No. of Meeting
during the Year Attended

Chairman Marilyn A. Victorio-Aquino
Member Benjamin S. Austria

Member Emerlinda R. Roman

Access to information

The Company regularly sends soft
copies of complete set of board papers
to directors via e-mail at least 5 days

in advance, and the hard copies are
physically distributed on the day of the
board meeting or earlier upon request
of director/s.

Corporate Secretary

The Corporate Secretary is Atty.

Barbara Anne C. Migallos, a Filipino

and a resident of the Philippines. She
brings with her many years of relevant
experience in the corporate law and legal
practice, and has sufficient understanding
of the financial reporting rules, standards
and practices. The Company's Corporate
Secretary plays a significant role in
supporting the Board in discharging its
responsibilities. Among her functions
are safekeeping and preservation of the
integrity of the minutes of the meetings;
informing the members of the Board of
the Agenda of their meetings; ensuring
that the members of the Board of the
Agenda of their meetings; ensuring that
the members have before them accurate
information and ensuring that all Board
procedures, rules and regulations are
strictly followed by the members.

Board Appointments and Re-election
The Directors are elected by the

100%
100%
100%

shareholders at the Annual Shareholders’
Meeting. Each director shall serve a one-
year term and until their successors are
elected and qualified. Any vacancy in the
Board before the end of their terms shall
be filled in accordance with applicable
law and rules. As needed, the Board uses
professional search firms to fill in the
vacancies of the Board. The guidelines
are set forth in the link provided

below: http://www.pxpenergy.com.ph/
corporate-governance/cgmanuals/pxp-
board-charter

The Board considers it appropriate

that its structure comprises ethical and
honest experts who are knowledgeable,
experienced and skillful in diverse
fields relevant to the conduct of the
business. Members are selected with

no discrimination for gender, race,
religion, age, professional skill, or other
qualifications.

Remuneration Matters

Remuneration Policy

As a matter of policy, the remuneration of
the directors and other officers must be
competitive and at a level that will attract
and retain talent and will motivate them
to continue their efforts in contributing

to the long-term success of PXP. The
compensation is in accordance with the
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Corporation Code of the Philippines,
Company By-Laws, or as approved by
the shareholders.

Director

A director, as determined by the Board, is
entitled to receive a reasonable per diem
for attendance at Board meetings.

President

The President is entitled to receive
fixed remuneration, in accordance with
compensation plans approved by the
Board.

Internal Audit

The internal audit group is a separate
and independent unit, which directly
reports to the Audit Committee and

is headed by Ms. Geraldine B. Ateo-

an. In accordance with company's
employment requirements and policies,
the Chief Audit Executive functionally
reports to the Audit Committee. The
role of the internal auditor is to provide
independent, objective assurance, and
consulting services to the management
designed to add value and improve the
company'’s operations. The role also
includes ensuring the adequacy of the
network of risk management, control,
and governance processes.

As provided in the Audit Committee
Charter, the internal audit group provides
an annual report to the Audit Committee
on the internal audit organization’s
activities, purposes, authorities,
responsibilities, and performance
relative to the audit plans and strategies
approved by the Audit Committee. Such
annual report shall include significant
risk exposures and control issues,
corporate governance issues, evaluation

of compliance with the Code of Conduct
for the management and other matters
requested by the Committee or the
Board.

Risk Oversight

Risk Management System

An effective management of risk is vital to
the continued growth and success of the
Group and the Company is committed to
manage risk in a proactive and effective
manner across the organization.

This commitment is embodied in the
PXP Group Risk Management Philosophy
Statement, which read as follows:

“The PXP Group shall undertake a

Risk Management Program that will
mitigate or eliminate identified physical,
socioecological and economic risks
inherent in its business thereby ensuring
a productive and profitable operation.”

Key Risk and how these are managed:
There are risks and uncertainties inherent
in the business of petroleum exploration
and development. To mitigate these
risks, the Group has its own Board Risk
and Resource Oversight Committee
("BRROC") that conducts a review

of the effectiveness of PXP Energy
Group's (including its subsidiaries,

major associated companies and joint
ventures) Enterprise Risk Management
("ERM") systems. The bi-annual review
covers all material strategic, financial,
operational and compliance risks and the
corresponding mitigation measures to
address these risks.

The most recent evaluation of PXP’s
ERM process, review of the periodic
ERM report, and the discussion with the
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Chief Risk Officer as well as the external
auditor, have assured the BRROC that
material risks have been identified,
evaluated, managed, and reported
appropriately.

The following are the Group’s material
strategic, financial, operational and
compliance risks and the corresponding
mitigation measures to address

these risks:

¢ Failure to discover oil and gas
resources that can be developed for
commercial production

The Company's ability to sustain itself
depends on the discovery of oil and
gas resources that can be developed
for commercial production. There is
no assurance that exploration activities
of the Company and the corporations
in which it has invested (collectively
with the Company, the “Group”) will
result in the discovery of oil or gas
deposits because of the uncertainties
in locating and estimating the size

of subsurface deposits of oil or gas
despite advances in exploration
technology. Even if a substantial

oil or gas deposit is discovered,

there are other factors that may
prevent or delay its commercial
development, such as drilling and
production hazards; political, social
and/or environmental issues; and
insufficient market demand and/or
infrastructure, particularly for a natural
gas development. If exploration and
development activities of the Group
are not successful, the Company's
ability to generate future cash flow
and obtain additional financing to
continue operations may be adversely
affected.

The Company mitigates exploration
and development risks mainly by
investing in a portfolio of exploration
assets, working with partners and
contractors with proven track records,
and undertaking phased exploration
with exit options.

International maritime issues over the
West Philippine Sea

The Company operates SC 72

in the Recto Bank Area, offshore

west Palawan, which is subject

to international maritime issues
pertaining to certain areas of the
West Philippine Sea (“WPS"). Another
block affected by the dispute is SC

75 in Northwest Palawan, which was
placed under Force Majeure ("FM") in
December 2015. The Permanent Court
of Arbitration in The Hague released
aruling on July 12,2016 on the
maritime case filed by the Republic of
the Philippines against the People’s
Republic of China. In particular, the
Tribunal ruled that Reed Bank (Recto
Bank), where Service Contract SC 72
lies, is within the Philippines’ Exclusive
Economic Zone ("EEZ") as defined
under the 1982 United Nations
Convention on the Law of the Sea
("UNCLOS").

On November 20, 2018, a
Memorandum of Understanding
("MOU") on oil and gas development
between the Philippines and China
was signed by the Department of
Foreign Affairs (“DFA") Secretary
Teodoro Locsin, Jr. and Chinese
Foreign Minister Wang Yi. This will
pave the way for the creation of

an inter-governmental Steering
Committee that will work out a
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program of cooperation that could
lead to joint exploration, and the
creation of one or more Inter-
Entrepreneurial Working Groups.
The Steering Committee will be
co-chaired by the DFA Secretary and
the Chinese Foreign Minister, and
co-vice chaired by the vice ministries
with the participation of relevant
agencies of the two governments (the
DOE in the case of the Philippines).
The Working Groups would consist
of representatives authorized by
China and Philippines for the inter-
entrepreneurial, technical, and
commercial aspects. China has
appointed China National Offshore
Qil Corporation ("CNOOC"), while
the Philippines will authorize other
enterprises with service contracts or
the Philippine National Oil Company
("PNOC"). The two governments will
endeavor to agree on the cooperation
arrangements endeavor within 12
months after signing of the MOU.

All discussions, negotiations, and
activities of the two governments, or
the authorized enterprises under or
pursuant to this MOU will be without
prejudice to the respective legal
positions of both governments. The
MOU also does not create rights or
obligations under international or
domestic law.

The DOE Secretary said the DOE
and DFA are closely working on the
lifting of moratorium on exploration
activities involving SC 72. He assured
that, whatever the outcome of the
MOU, the rights of existing Service
Contract holders will be protected.

The uncertainty of how these issues
will be resolved may be a source of

continuing risk to the operations in
offshore Palawan. The Company will
take guidance from the Philippine
Government in respect of any future
activity in SC 72 and other areas that
are under FM.

Failure to fund expenditures and
investments for exploration and
development activities

The exploration and development
of oil and gas resources are capital
intensive. The Company'’s ability

to fund such expenditures and
investments depends on numerous
factors, including the ability to
generate cash flow from the Group's
production, availability and terms of
external financing, and the extent

to which work commitments can be
adjusted under the relevant SCs and
similar agreements. If the Group is
unable to obtain the required funding,
the Group will have to adjust its
business plans and strategies, which
may adversely affect the Company's
future prospects, market value, and
results of operations.

The Company mitigates the foregoing
risks by sharing the costs and risks of
exploration and development with
suitable joint venture partners and
undertaking phased exploration with
exit options. Where funding is still
insufficient, the Company may adjust
its business plans and strategies which
may include raising capital depending
on the importance of the asset.
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Price fluctuations and substantial or
extended decline in prices

Prices for oil and gas have
demonstrated significant volatility in
the past. Historically, prices of oil and
gas are influenced by a number of
factors, including global and regional
supply and demand, geopolitical
uncertainty, domestic and foreign
governmental regulations and
actions, global and regional economic
conditions, and weather conditions
and natural disasters. It is not possible
to accurately forecast future oil and
gas price movements and trends.
Declines in crude oil and gas prices
will adversely affect the Company’s
business, prospects, and results of
operations.

The Company mitigates price risks by
evaluating the economic sensitivity
of investment opportunities to

low product prices and taking this
into consideration when making
investment decisions.

Laws, regulations, and contingencies
adding to the cost and effort of doing
business

The petroleum industry is highly
regulated. In addition to complying
with the laws and regulations for
doing business in the Philippines
and in the other jurisdictions where
the Group operates, the nature of
the Group's business also subjects
the Group to laws and regulations
regulating the industry, as well as
those on environment, occupational
health and safety standards. Despite
efforts to comply with all such

laws and regulations, the Group's
business may be exposed to
significant liabilities and restrictions
due to accidents and unforeseen
circumstances. Furthermore, such
laws and regulations are subject

to changes which may result in
delays or restrictions on exploration,
development or production
activities as well as increased cost of
compliance. There is no assurance that
these costs will not have a material
adverse effect on the Company'’s
business and results of operations.

The foregoing risk is mitigated by the
Group's respective policies, which
are geared towards compliance

with laws and regulations, as well as
with good industry practice relating
to health, safety and environment.
Some of the risks and some of the
potential losses and liabilities arising
therefrom may not be covered by
insurance. The Company will assess
the acceptability of residual risks not
covered by insurance policies, and

if the Company deems that such

risks are not within the levels that the
Company is willing to accept, the
Company may decide to avoid the risk
by either terminating or forgoing the
activity, project or investment.

Estimates used in the business may
be unreliable or incorrect

This report includes estimates made
by the Company and third parties of
oil and gas reserves and resources.
Estimates of reserves and resources
should be regarded only as estimates
that may change as additional
technical and commercial information
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becomes available. Not only are
such estimates based on information
which is currently available, but

such estimates are also subject to
the uncertainties inherent in the
application of judgmental factors in
interpreting such information. The
quantities that might actually be
recovered should they be discovered
and developed may differ significantly
from the estimates presented herein.

As of the date of this report, the
Company has not independently
verified the estimates provided by
third parties. As estimates of reserves
and resources change over time,
the Company will have to adjust its
business plans and strategies. Any
significant downward revision in the
estimates of reserves and resources
may adversely affect the Company's
financial condition, future prospects,
and market value.

Compliance with laws, regulations,
and contracts, failing of which the
Company may lose its contracts,
licenses, and approvals from both the
Philippines and Peru governments or
otherwise be penalized

Substantially all of the Company's
revenues are or will be derived from
SCs or Peruvian Blocks, which give
the Group and their respective joint
venture partners exclusive rights to
conduct exploration and development
operations over certain blocks in

the jurisdictions in which they have
invested. The Group and their joint
venture partners are also expected

to secure business licenses and
permits in relation to their operations.

The Group and their joint venture
partners’ operations may be restricted,
suspended or terminated if the
Group, their joint venture partners

or any of their respective contractors
and assignees fail to satisfy their
respective contractual obligations
under the contracts, and the laws,
rules and regulations governing such
contracts, or to secure and maintain
required licenses and permits. This
may prevent the Group and their

joint venture partners from further
exploration and development activity
within the relevant consortium areas
which in turn could materially and
adversely affect the Company's
business, financial condition, results of
operations and prospects.

The foregoing risk is mitigated by
the Group's respective policies,
which include compliance with

laws, regulations and contracts, and
exerting all reasonable efforts to
secure and maintain licenses and
permits required for its business and
undertakings. The Group also adopts
provisions in their agreements with
their joint venture partners to address
defaults and non-compliance with
laws, regulations and contracts.

Operating risks and natural disasters
resulting in losses

Exploration and production of oil and
gas are subject to various operating
risks such as fires, explosion, spills, gas
leaks, collisions, mechanical failures,
and natural disasters that may result

in injuries, loss of lives, suspension of
operations, and damage to property
and the environment. As a result,



ASCENT

losses and liabilities arising from the
occurrence of any of these risks may
have a material adverse effect on the
Company's business and results of
operations.

The foregoing risk is mitigated by
insurance. However, please note that
insurance coverage applies against
some, but not all, potential losses and
liabilities. The Company will assess
the acceptability of residual risks not
covered by insurance policies, and

if the Company deems that such

risks are not within the levels that the
Company is willing to accept, the
Company may decide to avoid the risk
by either terminating or forgoing the
activity, project or investment.

e Competition in securing exclusive
rights may hamper the company'’s
growth and expansion

The Government has been taking
steps to attract investments in the
exploration and development of oil
and gas in the Philippines, particularly
with respect to the application and
award of petroleum SCs, which is
done through competitive public
bidding. The Company’s competitors
may have greater financial, technical,
and organizational capabilities

than the Company, particularly
international oil and gas companies.
Significant competitive pressure could
result in the failure or increased costs
to acquire additional exploration and
production assets, thereby causing

a material adverse effect on the
Company's business and results of
operations.

Statement of adequacy of the Company's
internal controls and risk management
system can be found on the Company’s
website at the following link:
http://www.pxpenergy.com.ph/
corporate-governance/enterprise-risk-
management

E.4. People on the Board

Chairman’s Role

The Chairman of the Board ensures
that the Board functions effectively.

He assists in ensuring compliance

with and performance of corporate
governance policies and practices. He
provides leadership to the Board and
ensures that the Board works effectively
and discusses key issues in a timely
manner taking into account proposals
and recommendations of the President
and management. In addition, the
Chairman ensures that an open line

of communication and free flow of
information between Management and
the Board are maintained.

The President

The President shall be responsible for
the general care, management, and
administration of the business of the
Company. He ensures that the operations
and financial affairs are managed in a
sound and prudent manner and financial
and internal controls are adequate

and effective to ensure reliability and
integrity of financial and operational
information. Further, he oversees the
effectiveness and efficiency of operations
and safeguards assets in compliance with
laws, rules and regulations. The President
provides leadership to the management
in developing and implementing
business strategies, policies, processes
and budgets to the extent approved

by the Board and takes the lead in
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identifying and managing operational
and other business risks.

Board Diversity Policy

The Company embraces and promotes
diversity at all levels, including the Board.
The Company recognizes that human
capital remains as its most valuable

asset and as such, PXP is committed to
fostering, cultivating, and preserving a
culture of diversity and inclusivity. The
collective sum of its diversity - in terms

of background, race, ethnicity, religion,
gender, life experiences, knowledge,
inventiveness, innovation, self-expression,
unique capabilities, and talents -
represents a significant part of PXP’s
culture, reputation, and achievements.

The Company's Board Diversity policy is
set forth in the link provided below:
http://www.pxpenergy.com.ph/
corporate-governance/company-policy/
board-diversity-policy

E.5. Board Performance

Performance Appraisal/Assessment
Policy

The objective of this Policy is to enable
the Board to periodically identify
overall strengths and specific areas

for improvements based on results of
assessment, and to obtain important
feedback and views from the members
of the Board which will collectively form
part of Company'’s overall strategy,
performance and/or future directions or
endeavors.

Directors are annually requested to
complete a standard self-assessment
as follows:

Performance Self- Evaluated b
Evaluation Assessment y

Board of Directors / Individual Director/s

Director / Member of
Committee

Board Committees Member of
Committee

President Member of
Committee

The different forms and criteria are
attached as annexes in the Policy and can
be viewed on the following link in the
Company website:
http://www.pxpenergy.com.ph/
corporate-governance/company-policy/
assessment-policy

Directors’ and Officers’ Orientation
and Training Policy

The full text of Directors’ and Officers’
Orientation and Training Policy can be
accessed through the following link in
the Company website:
http://www.pxpenergy.com.ph/
corporate-governance/company-policy/
orientation-and-training-policy

As a matter of rule, each member of the
Board of Directors shall undertake the
requirements set out in this Policy with
respect to the orientation programs for
New Directors and the mandatory annual
training programs for all the members of
the Board of Directors. The mandatory
annual training program shall also apply
to executive officers with the rank of Vice
President and above. The said training
program is in compliance with the
Philippine SEC Memorandum Circular 20,
Series of 2013.
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TRAINING AND/OR CONTINUING PROGRAM ATTENDED BY EACH DIRECTOR
Name of Direcor ffcer

Manuel V. Pangilinan
Chairman

Daniel Stephen P. Carlos,
Director & President

Eulalio B. Austin, Jr.
Director

03/05/2016

10/12/2016
23/11/2016

09/07/2017

12/12/2017

10/19/2018

2/2/2016

6/22/2016
08/03/2016
8/25/2016

05/24/2017

12/13-14/2017

11/16/2018

12/11-12/2018

10/30/2015

11/14/2015

02/18/2016

08/03/2016
23/11/2016

The Philippine Competition Act and Philippine
Competition Commission

ESG Reporting - HKEx Requirements

Digital Transformation, Risk Management and
Governance in the 21st Century

Digital Governance: Issues in Emerging
Technologies

Charting the Digital Age, its Risks and Strategies,
through Governance, and a Responsive Corporate
Culture

Board Evaluation Training Session by Ms. Wendy
Yung of Practicing Governance

Cyber Security and Synopsis on Corporate
Governance, Legal and Regulatory Issues

Cybersecurity in the 21st Century

2016 Visayas Energy Investment Forum
SEC CG Forum

Symposium on the Permanent Court of
Arbitration Decision on the South China Sea:
Implications to the Philippine Oil and Gas
Industry

Good Governance, Ethics and Compliance - Gaps
and Bridges: the Future of Philippine Governance

GEOCON 2017. Geologist: Partners for Common
Good and Social Justice

Conference featured a Keynote Presentation by

Justice Carpio on the West Philippine Sea and a
session on Petroleum Energy Resources

Sustainability Strategy in a Disruptive Business
Environment: ESG Best Practices and Compliance
Issues; and Blockchain Technology Use Cases and
Strategic Benefits, Risks and Governance Issues

GEOCON 2018 - Building the Country, Securing
the Future: The Role of Filipino Geoscientists

Annual Corporate Governance Enhancement
Session: Data and Information Gathering:
“What Board Should Know"

Governance Transformation in ASEAN Reforms
and Priorities

Annual Corporate Governance Enhancement
Session: Cyber Security in the 21st Century

SEC CG Forum

Digital Transformation, Risk Management and
Governance in the 21st Century

Digital Governance: Issues in Emerging
Technologies

PLDT

First Pacific Company Limited,

First Pacific Company Limited, Philex Mining
Corporation, PLDT, MPIC and Meralco

Philex Mining Corporation,
PLDT,MPIC,MERALCO

First Pacific Company Limited

PWC and Mr. Graham Winter of Gibson Dunn/
First Pacific Co. Limited

Corporate Governance Group, MVP Group
of Companies

Department of Energy
SEC

Association of International Petroleum
Negotiators - Asia Chapter with Philippine
Petroleum Association of the Upstream Industry
(0il & Gas), Inc.

GGAPP (Good Governance Advocates
& Practitioners of the Philippines

Geological Society of the Philippines

Annual Corporate Governance
Enhancement Session of PLDT, SMART, MERALCO,
MPIC and Philex Mining Corporation

Geological Society of the Philippines

Philex Mining Corporation PLDT, MPIC
and Meralco

SECand ICD

Philex Mining Corporation, PLDT, MPIC
and Meralco

SEC

Philex Mining Corporation, PLDT, MPIC
and Meralco
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TRAINING AND/OR CONTINUING PROGRAM ATTENDED BY EACH DIRECTOR
Name of Director/Officer | Date of Training Name of Training Institution

Marilyn V. Aquino
Director

Oscar S. Reyes
Director

Benjamin S. Austria
Independent Director

5/24/2017

10/11/2018

10/30/2015

02/18/2016

03/05/2016

11/29/2016

09/07/2017

11/16/2018

09/07/2017

11/16/2018

2/24-25/2016

8/3/2016
10/9-13/2016

07/26/2017

12/13-14/2017

08/15/2018

09/20-21/2018

5th Annual GGAPP Forum on Good Governance,
Ethics and Compliance “Gap and Bridges:
the future of Philippine Governance”

Sustainability, Block Chain Technology
and Data Privacy

Annual Corporate Governance Enhancement
Session: Data and Information Gathering:
“"What Board Should Know"

Annual Corporate Governance Enhancement
Session: Cyber Security in the 21st Century

The Philippine Competition Act and Philippine
Competition Commission

Corporate Governance Updates and
Economic Briefing

Charting the Digital Age, its Risks and Strategies,
through Governance, and a Responsive
Corporate Culture

Sustainability Strategy in a Disruptive Business
Environment: ESG Best Practices and Compliance
Issues; and Blockchain Technology Use Cases and
Strategic Benefits, Risks and Governance Issues

Charting the Digital Age, its Risks and Strategies,
through Governance, and a Responsive
Corporate Culture

Sustainability Strategy in a Disruptive Business
Environment: ESG Best Practices and Compliance
Issues; and Blockchain Technology Use Cases and
Strategic Benefits, Risks and Governance Issues

Extractive Industries Transparency Initiative 2016,
From Reports to Results, Improving Governance
in an Era of Low Commodity Prices

SEC CG Forum

23rd World Energy Congress, Embracing New
Frontiers, Vision and Scenarios for the Future
and Identifying the Business Opportunities:
Resources and Technologies

Adopting Changes in the Corporate Governance
Code and Internal Control Environment

GEOCON 2017. Geologist: Partners for Common
Good and Social Justice

Conference featured a Keynote Presentation by
Justice Carpio on the West Philippine Sea and

a session on Petroleum Energy Resources

Adapting Changes in the Corporate Governance
Code and Sustainability Reporting

Engaging the Youth in Science, Technology and
Innovation

Good governance advocate and Practitioners
in the Philippines

GGAPP 6th Annual Forum on Good Governance,
Ethics and Compliance: Keeping Pace with a
Dynamic Corporate Landscape

Philex Mining Corporation with PLDT, MPIC
and Meralco

Philex Mining Corporation with PLDT, MPIC
and Meralco

PLDT

Center for Global Best Practices

Philex Mining Corporation with PLDT, MPIC
and Meralco

Annual Corporate Governance Enhancement
Session of PLDT, SMART, MERALCO, MPIC
and Philex Mining Corporation

Philex Mining Corporation PLDT, MPIC
and Meralco

Annual Corporate Governance Enhancement
Session of PLDT, SMART, MERALCO, MPIC
and Philex Mining Corporation

Lima, Peru

PICC, Pasay City
Istanbul, Turkey

Sycip Gorres Velayo (SGV)

Geological Society of the Philippines

Phinma, Sycip Gorres Velayo (SGV)

Philippine Association for the Advancement
of Science and Technology (PhilAAST)
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TRAINING AND/OR CONTINUING PROGRAM ATTENDED BY EACH DIRECTOR
Name of Director/Officer | Date of Training Name of Training Institution

Emerlinda R. Roman
Independent Director

Diana V. Pardo - Aguilar
Independent Director

Barbara Anne C. Migallos
Corporate Secretary

Paraluman M. Navarro
Treasurer

10/15-16/2018

12/11-12/2018

08/03/2016

09/07/2017

11/16/2018

2/2/2016

04/24/2018

08/03/2016
12/712017
11/16/2018

21212016

5/24/2017

10/11/2018

The Challenges to Global Professionals-
Environment, Socio-Economic and Health Issues

GEOCON 2018. Building the Country, Securing
the Future: The Role of Filipino Geoscientists

SEC CG Forum

Charting the Digital Age, its Risks and Strategies,
through Governance, and a Responsive
Corporate Culture

Sustainability Strategy in a Disruptive Business
Environment: ESG Best Practices and Compliance
Issues; and Blockchain Technology Use Cases and
Strategic Benefits, Risks and Governance Issues

Cybersecurity in the 21st Century

Advanced Corporate Governance Training
Program

SEC CG Forum
Corporate Governance Forum

Sustainability Strategy in a Disruptive Business
Environment: ESG Best Practices and Compliance
Issues; and Blockchain Technology Use Cases and
Strategic Benefits, Risks and Governance Issues

Cybersecurity in the 21st Century

Good Governance, Ethics and Compliance - Gaps
and Bridges: the Future of Philippine Governance

Sustainability, Block Chain Technology
and Data Privacy

Philippine Association of Professional Regulatory
Board Members, Inc.

Geological Society of the Philippines

SEC

Philex Mining Corporation PLDT, MPIC
and Meralco

Annual Corporate Governance Enhancement
Session of PLDT, SMART, MERALCO, MPIC
and Philex Mining Corporation

Corporate Governance Group, MVP Group
of Companies

Institute of Corporate Directors

SEC
Sycip Gorres Velayo (SGV)

Annual Corporate Governance Enhancement
Session of PLDT, SMART, MERALCO, MPIC
and Philex Mining Corporation

Corporate Governance Group, MVP Group
of Companies

GGAPP (Good Governance Advocates
& Practitioners of the Philippines)

GGAPP 6th Annual Forum on Good Governance,
Ethics and Compliance: Keeping Pace with
a Dynamic Corporate Landscape
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CORPORATE STRENGTHS,
OBJECTIVES AND STRATEGIES

he Company aims to become a
leading Philippine upstream oil
and gas company by leveraging

the strengths and pursuing the strategies
outlined below:

Strengths

e The Company and its subsidiaries
has substantial participating interests
in under explored areas of proven
hydrocarbon basins, namely, SC 72
Recto Bank (Forum 70%), SC 75 NW
Palawan (PXP 50%), SC 74 Linapacan
(PXP 70%), and Peru Block Z-38 (Pitkin
25%). The substantial participating
interest in these blocks allows
access to funding and technology
through farm-out arrangements while
retaining a material interest in the
service contract.

e The Company is managed by a team
of experienced professionals and
business leaders with a diverse range
of expertise including upstream
oil and gas business development,
project management, project
finance, investment management,
and mergers and acquisitions. The
Company's board also has extensive
corporate governance experience in
leading companies in the Philippines
and Asia.

* Asa Philippine national, the
Company is entitled to the Filipino
participation incentive allowance

in accordance with the fiscal terms

of petroleum service contracts in

the Philippines. The combination of
its Filipino participation allowance
entitlement and strong principal
shareholders makes the Company an
ideal joint venture partner of foreign
oil and gas companies in petroleum
service contracts.

The Company'’s principal
shareholders, Philex Mining and
First Pacific, are leaders in business
and industry in the Philippines

and Asia. Philex Mining is a leader
in the Philippine mining industry
with continuous operations since
1958. First Pacific is a Hong Kong-
based investment management
and holding company with existing
and planned investments in Asia
relating to telecommunications,
power distribution and generation,
water utilities, infrastructure
development, natural resource
development, and consumer food
products. Through First Pacific, PXP
is affiliated with Meralco, the largest
power distribution company in the
Philippines. Meralco has determined
to expand into power generation,
making it a potential offtaker for gas
from SC 72.
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Objectives
e Enhance Value of Assets

Maturing assets from the exploration
to the development and production
phases enhances the value of the
Company's assets.

e Manage Portfolio

Selective acquisitions and
divestments help mitigate the risks
inherent in petroleum exploration,
and ensure alignment of resources
with the Company's objectives and
strategies.

e Control of Costs and Expenses

The minimization of costs and
expenses by the Company and its
subsidiaries would consequently
result in improved net income and
better financial stability for the
Company.

e Manage Financials

Prudent and well-implemented

financial management will prolong
the Company'’s ability to finance its
activities and thus its corporate life.

e Promote Health and Safety and
Preserve Environment

A commitment to undertake
activities without endangering the
environment and the health and
safety of people is key to maintaining
the Company's license to operate.

Strategies

e Establish the hydrocarbon potential
of exploration assets including SC 72
Reed Bank, SC 75 NW Palawan, SC
74 Linapacan, SC 40 North Cebu and
Peru Block Z-38.

e Manage exploration risks by
developing a diversified asset
portfolio through the selective
acquisition and divestment of assets
based on prudent assessment of risks
and upside potential.

e Continuously evaluate the PXP group
structure to ensure optimal use and
allocation of management, technical
and financial resources.

e Access global technical expertise
and technology through partnerships
with international oil companies
and the deployment of international
contractors, and technical
consultants.
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COMPANY OFFICERS

Manuel V. Pangilinan
Chairman

Daniel Stephen P. Carlos
President

Barbara Anne C. Migallos
Corporate Secretary

Paraluman M. Navarro
Treasurer

CORPORATE GOVERNANCE OFFICERS:

Paraluman M. Navarro
Compliance Officer

Mark Raymond H. Rilles
Chief Risk Officer

Geraldine B. Ateo-an
Chief Audit Executive

Paul C. Cheah
Investor Relations Officer
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CORPORATE DIRECTORY

PXP Energy Corporation

2F LaunchPad

Reliance corner Sheridan Streets
Mandaluyong City 1550

Philippines
Telephone :(632) 631-1381
Facsimile :(632)570-0686
Email : admin@pxpenergy.com.ph
Independent Auditor
Attorneys e SyCip Gorres Velayo & Co.

* Migallos & Luna Law Offices

e SyCip Salazar Hernandez &
Gatmaitan (SyCipLaw)

e Picazo Buyco Tan Fider & Santos e Forum Energy Limited
(Picazo Law) Pitkin Petroleum Limited

FEC Resources, Inc.

Bankers

e BDO Unibank, Inc.

e Union Bank of the Philippines

e Land Bank of the Philippines

e China Banking Corporation

e The Hongkong and Shanghai
Banking Corporation

BDO Stock Transfer, Inc.
15th Floor, South Tower, BDO Corporate
Center, 7899 Makati Avenue
Makati City 0726 Philippines
Telephone :(632) 878-4052
(632) 840-7000
loc. 6977/6975
(632) 878-4056
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