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PART I – BUSINESS
Nature of Operations
Energy Development Corporation (the “Parent Company” or “EDC”) and its subsidiaries (EDC and
its subsidiaries are collectively referred to as the “Company”) are primarily engaged in the business of
exploring, developing, and operating geothermal energy and other indigenous renewable energy
projects in the Philippines.
EDC’s geothermal power projects consist of two (2) principal activities: (i) the production of
geothermal steam for use at the Company’s geothermal power plants, and (ii) the generation and sale
of electricity through those geothermal power plants pursuant to “take-or-pay and take-and-pay
offtake arrangements”. EDC’s steam and electricity sales are supported by medium-term to long-term
offtake agreements in various forms. EDC’s steam sales are backed by long-term offtake agreements
with its wholly owned subsidiaries: (i) Geothermal Resource Sales Contracts (“GRSCs”) with Green
Core Geothermal Inc. (“GCGI”); and (ii) Steam Sales Agreement (“SSA”) with Bac-Man Geothermal
Inc. (“BGI”). EDC has three (3) twenty five (25)-year Power Purchase Agreements (“PPAs”) with
NPC covering EDC’s Unified Leyte and Mindanao Geothermal Power Projects (Mindanao I and
Mindanao II). The PPAs for Unified Leyte and Mindanao I are scheduled to expire in 2022, while the
PPA for Mindanao II will expire in 2024.
The Parent Company’s subsidiaries, namely GCGI, BGI, First Gen Hydro Power Corporation (“FG
Hydro”), and Unified Leyte Geothermal Energy Inc. (“ULGEI”), hold offtake agreements in the form
of Power Supply Agreements (“PSAs”) with various customers, particularly electric cooperatives.
BGI holds a Retail Electricity Supplier (“RES”) license effective for a period of five (5) years from
February 2017 until February 2022. BGI has offtake agreements in the form of Retail Supply
Contracts (“RSCs”) with contestable customers.
EDC, GCGI, and FG Hydro sell electricity through ancillary service to the National Grid Corporation
of the Philippines (“NGCP”) under Ancillary Services Procurement Agreements (“ASPA”).
Generated electricity in excess of contracted levels is sold to the Wholesale Electricity Spot Market
(“WESM”).
EDC holds service contracts with the Department of Energy (“DOE”). It has eleven (11) geothermal
contract areas, each granting EDC exclusive rights to explore, develop, and utilize the corresponding
resources in the relevant contract area. EDC conducts commercial operations in four (4) of its eleven
(11) geothermal contract areas, as follows:
▪

Tongonan, Kananga, Leyte - EDC operates geothermal steamfield projects in Leyte, which
deliver steam to the Tongonan geothermal power plant, owned by EDC’s subsidiary GCGI,
and the EDC-owned Unified Leyte geothermal power plants.

▪

Southern Negros, Valencia, Negros Oriental - EDC operates two (2) geothermal steamfield
projects in Southern Negros, which deliver steam to the two (2) GCGI-owned Palinpinon
geothermal power plants, and EDC-owned Nasulo geothermal power plant.

▪

Bacon-Manito, Albay and Sorsogon - EDC operates two (2) geothermal steamfield projects,
which deliver steam to two (2) geothermal power plants in Albay and Sorsogon, owned by
EDC’s subsidiary BGI.

▪

Mt. Apo, Kidapawan, Cotabato - EDC operates one (1) geothermal steamfield project, which
delivers steam to two (2) EDC-owned geothermal power plants in Mt. Apo.
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The Company also operates hydroelectric power plant through FG Hydro, a 60%-owned subsidiary of
EDC. FG Hydro generates revenue from the sale of electricity generated by its 132-Megawatt
(“MW”) Pantabangan-Masiway hydroelectric plants (“PAHEP/MAHEP”) located in Nueva Ecija.
EDC Burgos Wind Power Corporation (“EBWPC”), a wholly owned subsidiary of EDC, operates the
150-MW Burgos Wind Energy Project.
EDC also operates the 6.82-MW Burgos Solar Project (Phases 1 and 2).
These projects of EBWPC and EDC that are located in Ilocos Norte were granted a Feed-In-Tariff
(“FIT”) Certificate of Compliance (“COC”) by the Energy Regulatory Commission (“ERC”) that
entitles them to the applicable FIT rates, subject to adjustments as may be approved by the ERC, for
the entire duration of their FIT eligibility periods.
In 2017, EDC Siklab, a wholly owned subsidiary of EDC, entered into eight (8) Solar Rooftop Lease
Agreements (“SRLAs”) with HEVA Management Development Corporation (“HEVA”). These
SRLAs provide, among others, that EDC Siklab will construct, install, test, commission, operate and
maintain solar power facilities in Gaisano Capital’s malls in Passi, Ormoc, Sogod, Sorsogon,
Tacloban, Kalibo, Oton, Balasan, and HEVA will lease these facilities for a period of twenty five (25)
years. In 2018, EDC Siklab’s solar rooftop systems in Gaisano Capital’s malls in Passi, Kalibo, Oton
and Balasan started commercial operations. As of December 31, 2019, the SRLAs for Ormoc, Sogod
and Sorsogon have not yet commenced.
History of Ownership
EDC was incorporated in the Philippines and registered with the Philippine Securities and Exchange
Commission (“SEC”) on March 5, 1976 under the name “PNOC Energy Development Corporation”.
It began commercial operations with the commissioning of its first steamfield in 1983. Red Vulcan
Holdings Corporation (“Red Vulcan”) won the bid for PNOC and PNOC EDC Retirement Fund’s
remaining interest in PNOC EDC on November 21, 2007.
Red Vulcan is the parent company of EDC, while Lopez, Inc. is the ultimate parent company. Red
Vulcan and Lopez, Inc. are both incorporated in the Philippines.
Beginning December 13, 2006, the common shares of EDC were listed and traded in the Philippine
Stock Exchange (“PSE”).
On August 7, 2018, the Board of Directors (“BOD”) of the Parent Company approved the voluntary
delisting (the “Delisting”) of its common shares from the Main Board of the PSE and, in accordance
with the PSE’s delisting rules and regulations, the conduct of a tender offer (the “Tender Offer”) for
up to 2,040,006,713 common shares held collectively by all shareholders of the Parent Company other
than Red Vulcan, First Gen Corporation (“First Gen”), Northern Terracotta Power Corp. (“NTPC”),
and Philippines Renewable Energy Holdings Corporation (“PREHC”), at a price of P
=7.25 per
common share (the “Tender Offer Price”).
On September 19, 2018, the Parent Company filed a petition for the Delisting with the PSE.
The Tender Offer began on September 25, 2018 and ended on October 22, 2018.
Following the completion of the Tender Offer, a total of 2,009,107,731 common shares, representing
approximately 10.72% of the Parent Company's outstanding voting shares were tendered pursuant to
the Tender Offer, accepted and thereafter purchased by the Parent Company via a block sale through
the facilities of the PSE on November 5, 2018. The shares were purchased at the Tender Offer Price
with a total transaction value of P
=14,566.0 million.
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On November 14, 2018, the BOD of the PSE granted the petition for voluntary delisting filed by the
Parent Company, and accordingly ordered the delisting of the Parent Company’s common shares from
the official registry of the PSE (electronic board and ticker) effective on November 29, 2018.
As of December 31, 2019 and 2018, PREHC owns 34.9% of EDC’s outstanding voting shares while
Red Vulcan holds the controlling voting interest with 63.9% ownership of EDC’s outstanding voting
shares.
Subsidiaries
The Parent Company and its subsidiaries are separately incorporated and registered with the
Philippine SEC, except for its foreign subsidiaries. Below are the Parent Company’s ownership
interests in its subsidiaries:

EDC Geothermal Corp. (EGC)2
Green Core Geothermal Inc. (GCGI)
Bac-Man Geothermal Inc. (BGI)
Unified Leyte Geothermal Energy Inc. (ULGEI)
Southern Negros Geothermal, Inc. (SNGI)1
Bac-Man Energy Development Corporation (BEDC) 1
EDC Chile Limitada1
EDC Holdings International Limited (EHIL)2
Energy Development Corporation Hong Kong Limited (EDC HKL) 2
Energy Development Corporation Hong Kong International
Investment Limited (EDC HKIIL)2
EDC Chile Holdings SPA2
EDC Geotermica Chile SPA1
EDC Peru Holdings S.A.C.2
EDC Geotermica Peru S.A.C.1
Energy Development Corporation Peru S.A.C.1
EDC Geotérmica Del Sur S.A.C.1
EDC Energía Azul S.A.C.1
Geotermica Crucero Peru S.A.C.1
EDC Energía Perú S.A.C. 1
Geotermica Tutupaca Norte Peru S.A.C.1
EDC Energia Geotérmica S.A.C.1
EDC Progreso Geotérmica Perú S.A.C.1
Geotermica Loriscota Peru S.A.C.1
EDC Energía Renovable Perú S.A.C.1
EDC Soluciones Sostenibles Ltd2
EDC Energia Verde Chile SpA1
EDC Energia de la Tierra SpA1
EDC Desarollo Sostenible Ltd 2
EDC Energia Verde Peru S.A.C.1
PT EDC Indonesia1
PT EDC Panas Bumi Indonesia1
EDC Wind Energy Holdings, Inc. (EWEHI)2
EDC Burgos Wind Power Corporation (EBWPC)
EDC Pagudpud Wind Power Corporation (EPWPC) 1
EDC Bayog Burgos Wind Power Corporation (EBBWPC) 1
EDC Pagali Burgos Wind Power Corporation (EPBWPC)1
Iloilo 1 Renewable Energy Corporation (I1REC) 1
Matnog 1 Renewable Energy Corporation (M1REC) 1
Matnog 2 Renewable Energy Corporation (M2REC)1
(Forward)
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December 31, 2019 and 2018
Direct
Indirect
100.00
–
–
100.00
–
100.00
–
100.00
–
100.00
–
100.00
99.99
0.01
100.00
–
–
100.00
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
100.00
–
–
–
–
–
–
–

100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
70.00
100.00
70.00
100.00
100.00
70.00
100.00
100.00
100.00
100.00
100.00
100.00
95.00
95.00
–
100.00
100.00
100.00
100.00
100.00
100.00
100.00

Matnog 3 Renewable Energy Corporation (M3REC)1
Negros 1 Renewable Energy Corporation (N1REC) 1
EDC Bright Solar Energy Holdings, Inc. (EBSEHI) 2
EDC Siklab Power Corporation (EDC Siklab)
EDC Sinag Power Corporation (EDC Sinag)1
EDC Sinag Iloilo Power Corporation (Sinag Iloilo) 1
EDC Siklab Iloilo Power Corporation (Siklab Iloilo) 1
EDC Cleansolar Visayas Power Corporation (ECSVPC)1
EDC Wind Energy Holdings 2 Inc. (EWEHI2) 2
Calaca Renewable Energy Corporation (CREC)1
Burgos 3 Renewable Energy Corporation (BREC3) 1
Burgos 4 Renewable Energy Corporation (BREC4) 1
First Gen Hydro Power Corporation (FG Hydro)
1Has

December 31, 2019 and 2018
Direct
Indirect
–
100.00
–
100.00
100.00
–
–
100.00
–
100.00
–
100.00
–
100.00
–
100.00
100.00
–
–
100.00
–
100.00
–
100.00
60.00
–

not started commercial operations as of December 31, 2019.
as an investment holding company.
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EGC
EGC was incorporated on April 9, 2008 to participate in the bid for a local power plant. The bid was
won by and awarded to another local entity not within the Company. Thereafter, EGC became an
investment holding company of its wholly owned subsidiaries, namely GCGI, BGI, ULGEI, SNGI
and BEDC. EGC also has a 0.01% stake in EDC Chile Limitada.
Further details on EGC’s wholly owned subsidiaries follow:
▪

GCGI was incorporated on June 22, 2009 with primary activities on power generation,
transmission, distribution, and other energy-related businesses. GCGI is currently operating the
172.5-MW Palinpinon and 123.0-MW Tongonan 1 geothermal power plants in Negros Oriental
and Leyte, respectively, following its successful acquisition from the Power Sector Assets and
Liabilities Management Corporation (“PSALM”) in 2009.

▪

BGI was incorporated on April 7, 2010 primarily to carry on the general business of generating,
transmitting, and/or distributing energy.
BGI successfully acquired the then
150-MW Bac-Man Geothermal Power Plants (“BMGPP”) from PSALM in 2010. Prior to the
acquisition of BGI of the BMGPP in May 2010, the Parent Company supplied and sold steam to
NPC under the SSA. Details are as follows:
a. Bacon-Manito I
The SSA for the Bac-Man 110-MW geothermal resources entered in November 1988
provides, among others, that NPC shall pay the Parent Company a base price per kilowatthour of gross generation, subject to inflation adjustments and based on a guaranteed take-orpay rate at 75% plant factor. The SSA is for a period of twenty five (25) years, which
commenced in May 1993. The SSA expired in May 2018.
On June 1, 2018, the Parent Company and BGI entered into an interim arrangement for the
supply of steam for Bac-Man I Geothermal Power Plants effective from the date of expiration
of the SSA until the new SSA takes effect or December 25, 2020, whichever is earlier.
b. Bacon-Manito II
Bac-Man II’s SSA with NPC was signed in June 1996 for its two (2) 20-MW capacity
modular plants - Cawayan and Botong. The terms and conditions under the contract contain,
among others, NPC’s commitment to pay the Parent Company a base price per kilowatt-hour
of gross generation, subject to inflation adjustments and based on a guaranteed take-or-pay
rate, commencing from the established commercial operation period, using the following
plant factors: 50% for the first year, 65% for the second year, and 75% for the third and
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subsequent years. The SSA is for a period of twenty five (25) years, which commenced in
March 1994 for Cawayan and December 1997 for Botong. The SSA for Cawayan expired in
March 2019.
On April 30, 2019, the Parent Company and BGI entered into an interim arrangement for the
supply of steam for Bac-Man II’s Cawayan Unit effective from the date of expiration of the
SSA until the new SSA takes effect or December 25, 2020, whichever is earlier.
Following the commercial operations of the Bac-Man Units 1, 2 and 3 on October 1, 2013,
January 28, 2014, and June 3, 2014, respectively, PSALM/NPC, EDC, and BGI agreed to allow EDC
to bill BGI directly, on behalf of PSALM/NPC.
On February 14, 2017, the ERC approved BGI’s application for a Retail Electricity Supplier (“RES”)
license. The RES license allows BGI to engage in the supply of electricity to
end-users in the contestable market.
▪

ULGEI was incorporated on June 23, 2010. ULGEI, a wholly owned subsidiary of EDC, had been
declared as one (1) of the seven (7) Highest Ranking Bidders for the maximum allowable 40 MW
per bidder in the Selection and Appointment of the Independent Power Producer Administrators
(IPPA) for the Strips of Energy of the Unified Leyte Geothermal Power Plants (ULGPPs), and
thereafter, as the Highest Ranking Bidder to administer the Bulk Energy of the ULGPPs, which is
the capacity in excess of the 240 MW allotted for the Strips of Energy. The bidding was
conducted by the PSALM on November 7, 2013, one day before Super Typhoon Yolanda made
landfall and severely affected the facilities of EDC, the NGCP, and various distribution utilities in
Central Visayas. Consequently, ULGEI has written to PSALM that it cannot accept the award of
the winning bids as the physical and economic conditions underlying the bidding process and the
IPPA Administration Agreements required to be executed pursuant thereto have been
dramatically altered by the severe and widespread destruction caused by Super Typhoon Yolanda
in the Eastern and Western Visayas regions.

In February 2014, PSALM wrote ULGEI informing it of the following:
1. ULGEI has been selected as the winning bidder for 40-MW Strips of Energy of the ULGPP at the
bidded rate/price; and
2. PSALM accepts ULGEI’s decision not to accept the award as winning bidder for the Bulk Energy
of the ULGPP, subject to subsequent determination/evaluation of the forfeiture of ULGEI’s bid
security and ULGEI’s qualification to participate further in the rebidding process for said Bulk
Energy.
In December 2014, the IPPA Contract for the Strips of Energy was turned over to ULGEI.
▪

SNGI and BEDC were incorporated on February 4, 2011 and September 22, 2011, respectively.
These companies were incorporated to carry on the general business of generating, transmitting,
and/or distributing energy derived from any and all forms, types and kinds of energy sources for
lighting and power purposes and whole-selling the electric power to power corporations, public
electric utilities and electric cooperatives.
On May 9, 2019, the BOD and the stockholders of SNGI approved the amendment of its articles
of incorporation to shorten its corporate existence from fifty (50) years to ten (10) years from the
date of incorporation. The Amended Articles of Incorporation of SNGI was approved by the
Philippine SEC on August 30, 2019.
As of December 31, 2019, SNGI and BEDC remained non-operating.
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EDC Chile Limitada
EDC Chile Limitada is a limited liability company incorporated on February 11, 2010 in Santiago,
Chile with the purpose of exploring, evaluating, and extracting any mineral or substance to generate
geothermal energy. As of December 31, 2019, EDC Chile Limitada remained non-operating.
EHIL and EDC HKL
EHIL was incorporated on August 17, 2011 in British Virgin Islands and serves as an investment
holding company of EDC’s international subsidiaries. EHIL owns 100% interest in EDC HKL, a
company incorporated on November 22, 2011, in Hong Kong. The following entities are the
subsidiaries of EDC HKL:
▪

EDC HKIIL, a wholly-owned subsidiary of EDC HKL, is a company incorporated on November
18, 2016 in the British Virgin Islands.

▪

EDC Chile Holdings SpA, which was incorporated on January 13, 2012 in Santiago, Chile, is a
wholly owned subsidiary of EDC HKL and is the holding company of EDC Geotermica Chile
SPA, which was also incorporated on January 13, 2012 in Santiago, Chile. Their main purpose is
to carry on the general business of generating, transmitting, and/or distributing energy derived
from any and all forms, types, and kinds of energy sources for lighting and power purposes and
whole-selling the electric power to power corporations, public electric utilities, and electric
cooperatives.

▪

EDC Peru Holdings S.A.C., incorporated on January 19, 2012 in Lima, Peru, is a
99.9%-owned subsidiary of EDC HKL. EDC Peru Holdings S.A.C. holds 99.9% stake in EDC
Geotermica Peru S.A.C., which was also incorporated on January 19, 2012 in Lima, Peru. EHIL
owns the remaining 0.1% stake in EDC Peru Holdings S.A.C. and EDC Geotermica Peru S.A.C.
Their main purpose is to carry on the general business of generating, transmitting, and/or
distributing energy derived from any and all forms, types, and kinds of energy sources for lighting
and power purposes and whole-selling the electric power to power corporations, public electric
utilities, and electric cooperatives.
On July 17, 2012, Energy Development Corporation Peru S.A.C. was incorporated in Lima, Peru
as a 70%-owned subsidiary of EDC Geotermica Peru S.A.C. Its main purpose is to carry on the
general business of generating, transmitting, and/or distributing energy derived from any and all
forms, types, and kinds of energy sources for lighting and power purposes and whole-selling the
electric power to power corporations, public electric utilities, and electric cooperatives. On
January 3, 2014, EDC Peru S.A.C. became a 100% indirectly owned subsidiary by the Parent
Company through the acquisition of Hot Rock Entities.

▪

On February 27, 2013, EDC Geotermica Del Sur S.A.C., EDC Energía Azul S.A.C., EDC Energía
Perú S.A.C., EDC Energía Geotérmica S.A.C., EDC Progreso Geotérmico Perú S.A.C., EDC
Energía
Renovable
Perú
S.A.C.,
were
incorporated
in
Lima,
Peru
as
99.9%-owned by EDC HKL and 0.1%-owned by EDC Peru Holdings S.A.C. Their main purpose
is to carry on the general business of generating, transmitting, and/or distributing energy derived
from any and all forms, types, and kinds of energy sources for lighting and power purposes and
whole-selling the electric power to power corporations, public electric utilities, and electric
cooperatives.
On July 5, 2013, three (3) entities were incorporated in Lima, Peru. These entities are Geotermica
Crucero Peru S.A.C., as 70%-owned by EDC Energia Azul S.A.C; Geotermica Tutupaca Norte
Peru S.A.C. as 70%-owned by EDC Energia Peru S.A.C.; and Geotermica Loriscota Peru S.A.C.,
as 70%-owned by EDC Progreso Geotermico S.A.C. Their main purpose is to carry on the general
business of generating, transmitting, and/or distributing energy derived from any and all forms,
types and kinds of energy sources for lighting and power purposes and whole-selling the electric
power to power corporations, public electric utilities and electric cooperatives.
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▪

On January 3, 2014, EDC HKL purchased 100% interest in EDC Soluciones Sostenibles Ltd and
EDC Desarollo Sostenible Ltd located in British Virgin Islands with a total offer price of US$3.0
million. This effectively gave EDC HKL a 100% indirect interest to acquirees’ subsidiaries EDC
Energia Verde Chile SpA, EDC Energia de la Tierra SpA, and EDC Energia Verde Peru S.A.C.

▪

On July 9, 2012, PT EDC Indonesia and PT EDC Panas Bumi Indonesia were incorporated in
Jakarta Pusat, Indonesia as 95%-owned subsidiaries of EDC HKL.

As of December 31, 2019, all subsidiaries of EDC HKL remained non-operating.
EWEHI
EWEHI is a holding company incorporated on April 15, 2010. The following entities are the wholly
owned subsidiaries of EWEHI:
▪

EBWPC was incorporated on April 13, 2010 to carry on the general business of generating,
transmitting, and/or distributing energy. EBWPC operates the 150-MW Burgos Wind Project
located in the Municipality of Burgos, Ilocos Norte.

▪

EPWPC was incorporated on February 29, 2012 to carry on the general business of generating,
transmitting, and/or distributing energy. As of December 31, 2019, EPWPC remained nonoperating.

▪

EBBWPC and EPBWPC were both incorporated on May 22, 2014 to carry on the general
business of generating, transmitting, and/or distributing energy. As of December 31, 2019,
EBBPC and EPBWPC remained non-operating.

▪

M1REC, M2REC, M3REC, and I1REC were all incorporated on February 9, 2016, while N1REC
was incorporated on March 16, 2016 to carry on the general business of generating, transmitting,
and/or distributing energy.
On May 9, 2019, the BOD and the stockholders of M1REC, M2REC, M3REC and N1REC
approved the amendment of the articles of incorporation of these companies to shorten their
corporate existence from fifty (50) years to five (5) years from the date of their incorporation.
The Amended Articles of Incorporation of M1REC, M2REC, M3REC and N1REC were
approved by the Philippine SEC on August 23, 2019.
As of December 31, 2019, M1REC, M2REC, M3REC, N1REC and I1REC remained nonoperating.

EBSEHI
EBSEHI is a holding company incorporated on May 23, 2014. The following entities are the wholly
owned subsidiaries of EBSEHI:
▪

EDC Siklab was incorporated on May 22, 2014 to carry on the general business of generating,
transmitting, and/or distributing energy.

▪

EDC Sinag was incorporated on November 19, 2014 to carry on the general business of
generating, transmitting, and/or distributing energy. As of December 31, 2019, EDC Sinag
remained non-operating.

▪

Sinag Iloilo, Siklab Iloilo, and ECSVPC were incorporated on February 4, 2011,
September 28, 2011 and June 25, 2014, respectively. These companies were incorporated to
carry on the general business of generating, transmitting, and/or distributing energy derived
from any and all forms, types and kinds of energy sources for lighting and power purposes
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and whole-selling the electric power to power corporations, public electric utilities and
electric cooperatives.
On May 9, 2019, the BOD and the stockholders of Sinag Iloilo, Siklab Iloilo and ECSVPC
approved the amendment of the articles of incorporation of these companies which shorten
the corporate existence of Sinag Iloilo and Siklab Iloilo from 50 years to 10 years from the
date of their incorporation and from 50 years to seven (7) years for ECSVPC. The Amended
Articles of Incorporation of Sinag Iloilo and Siklab Iloilo were approved by the Philippine
SEC on August 23, 2019 and September 10, 2019, respectively. As of December 31, 2019,
ECSVPC is awaiting for the approval of its Amended Articles of Incorporation from the
Philippine SEC.
As of December 31, 2019, Sinag Iloilo, Siklab Iloilo and ECSVPC remained non-operating.
EWEHI2
EWEHI2 is a holding company incorporated on January 5, 2017. EWEHI2 has 100% ownership over
CREC, BREC4, and BREC3. CREC and BREC4 were incorporated on January 27, 2017 while
BREC3 was incorporated on January 25, 2017 to carry on the general business of generating,
transmitting, and/or distributing energy.
On May 9, 2019, the BOD and the stockholders of CREC, BREC4 and BREC3 approved the
amendment of the articles of incorporation of these companies to shorten their corporate existence
from fifty (50) years to four (4) years from the date of their incorporation. The Amended Articles of
Incorporation of CREC, BREC4 and BREC3 were approved by the Philippine SEC on
August 30, 2019.
As of December 31, 2019, CREC, BREC4, and BREC3 remained non-operating.
FG Hydro
FG Hydro was incorporated on March 13, 2006 with primary activities on power generation,
transmission, distribution, and other energy-related businesses. FG Hydro operates the 132-MW
PAHEP/MAHEP located in Nueva Ecija, Philippines. FG Hydro buys from and sells electricity to the
WESM and to various privately-owned DUs under the PSAs and PSCs, and to NGCP through
ancillary services under the ASPA.
Operational Highlights
The Company generated total energy sales of 9,300.1 GWh in 2019, a 4.0% increase from the
8,945.3 GWh in 2018. Total revenue is P41,868.4 million in 2019, a 10.2% or P3,882.8 million
increase from the P37,985.6 million in 2018.
Revenue from the combined bilateral contracts and WESM sales increased by 9.9% or
P3,651.9 million to P40,667.7 million in 2019 from P37,015.7 million in 2018. Energy sales totaled
8,960.1 GWh in 2019, a 3.7% increase from the 8,643.9 GWh in 2018.
Revenue from sale of electricity as contingency and dispatchable reserves/ASPA increased by 23.8%
or P230.8 million to P1,200.7 million from P969.9 million in 2018. The corresponding volume of
340.0 GWh in 2019 was 12.8% lower from the 301.4 GWh in 2018.
Electricity Generation
For the current year, revenue from the 9,300.1 GWh sales volume amounted to P41,868.4 million,
increased by P3,882.8 million, as compared with the P37,985.6 million revenue in 2018. The increase
was primarily due to higher generated volume.
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Of the total sales volume, 33.5% or 3,115.0 GWh was Unified Leyte’s net sales volume in 2019 as
compared to 2,946.4 GWh in 2018. Revenue for 2019 amounted to P11,341.3 million as compared to
the P10,884.5 million in 2018.
14.8% or 1,380.0 GWh was sold by Bac-Man in 2019 as compared to 1,409.3 GWh in 2018.
Revenue for 2019 amounted to P6,355.9 million as compared to the P5,664.5 million in 2018.
7.8% or 729.6 GWh was sold by Mindanao I and II in 2019 as compared to 795.9 GWh in 2018.
Revenue for 2019 amounted to P2,496.4 million as compared to the P2,801.8 million in 2018.
3.7% or 340.9 GWh was sold by Burgos Wind Projects in 2019 as compared to 376.1 GWh in 2018.
Revenue for 2019 amounted to P2,908.2 million as compared to the P3,208.8 million in 2018.
3.5% or 329.8 GWh was sold by ULGEI in 2019 as compared to 259.0 GWh in 2018. Revenue for
2019 amounted to P1,550.3 million as compared to the P1,363.7 million in 2018.
0.1% or 9.3 GWh was sold by Burgos Solar in 2019 as compared to 9.8 GWh in 2018. Revenue for
2019 amounted to P86.8 million as compared to the P90.9 million in 2018.
0.1% or 6.6 GWh was sold by EDC Siklab Power in 2019, 5.6 GWh in 2018. Revenue for 2019
amounted to P39.4 million as compared to the P33.1 million in 2018.
Electricity revenue for GCGI in 2019 amounted to P12,668.0 million from the 2,451.8 GWh sold,
higher by P2,204.4 million or 21.1%, as compared to the P10,463.6 million recognized from the
2,219.7 GWh sold in 2018. Revenue from sale of electricity as contingency and dispatchable
reserves/ASPA amounted to P770.4 million (182.3 GWh) in 2019 versus P445.1 million (106.5 GWh)
in 2018.
Electricity revenue from WESM and BCQs recognized for FG Hydro in 2019 amounted to
P2,056.5 million from the 338.2 GWh sold, higher by P401.8 million or 24.3%, as compared to the
P1,654.7 million recognized from the 387.6 GWh sold in 2018. Revenue from sale of electricity as
contingency and dispatchable reserves/ASPA of P78.8 million (62.2 GWh) in 2019 decreased by
P6.3 million from the P69.3 million (68.5 GWh) in 2018.
Electricity revenue from Nasulo in 2019 amounted to P1,164.9 million from the 258.7 GWh sold,
higher by P314.1 million or 36.9%, as compared to the P850.8 million recognized from the
234.5 GWh sold in 2018. Revenue from sale of electricity as contingency and dispatchable
reserves/ASPA amounted P351.5 million (95.5 GWh) in 2019 decreased by P104.0 million from the
P455.5 million (181.4 GWh) in 2018.
Health, Safety, and Environment
Health
The Occupational Health and Medical Services (“OHMS”), as the primary health arm of the
organization, continued to render timely, high-quality health services to the Company’s prime
assets – the employees.
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OHMS ensures that services are delivered to its clientele in the most efficient manner possible. It
explores all means and approaches to maintain an effective healthcare delivery system in the
organization. OHMS utilized health promotion and disease prevention, rehabilitation and response
approaches in delivering its services to employees.
HEALTH PROMOTION AND DISEASE PREVENTION
Health promotion is the process of enabling people to increase control over their health. It works to
enhance health literacy, create supportive environments, and strengthen social networks.
Annual Health Exam
Guided by the Fitness for Duty (“FFD”) protocol, the Annual Health Exam continues to ensure that
employees and contractors are physically and medically fit for their assigned tasks. The FFD standard
is designed to match, wherever reasonably practicable, the requirements of a position and its
associated tasks to the functional capacity of the employees. The FFD standard is intended to
minimize the risk of an adverse consequence to the health and/or safety of an employee or contractor,
resulting from foreseeable health condition.
OHMS has engaged with several healthcare providers to come up with options for the employees,
including conduct of onsite AHE. This has resulted to 100% AHE completion of the employees.
Barangay HES, Healthy U, HES Bulletin, Health Advisory, OHMS Online
OHMS has engaged in several platforms in disseminating relevant health information to employees
such as Barangay HES and Healthy U, which are in a form of focused group discussions. Topics
delivered through this platform include Serenity 101, Growing Through, Polio in the Philippines, and
Infertility.
Written materials and infographics are also an effective means to spread awareness. The periodic
release of HES Bulletin and Health Advisories allow OHMS to inform the employees of current
health issues affecting the society. OHMS Online, the team’s microsite, remains as the go-to site for
all the health information needed by the employees.
Vaccination
When the majority of the population has been vaccinated against a disease, there will be few people
left to whom the infection can spread. This protects the few who have not been vaccinated. This is
one of the principles that guided OHMS in providing its annual flu vaccine to its employees.
Further, with the threat brought about by the resurgence of polio in the country, OHMS provided
polio vaccines to its employees especially those who are traveling and might have greater risk and
exposure. Arrangements were also made to extend the service to the dependents of the employees.
Health Data Digitalization
Keeping abreast with advances and technology and having data privacy at the top of its mind, OHMS
has continued to engage the services of LeapFroggr Inc., a third party health data management system
provider. The system allows OHMS to capture, analyze, and store health data that are critical in
individual health management and monitoring.
Emotional Wellbeing
The Emotional Wellbeing remains one of the flagship programs of OHMS for 2019. The four (4)
facets of the program were extensively used to cover the emotional health of the employees. Periodic
health information on a variety of mental and emotional health issues affecting the workplace, home,
and society were released through various media. Learning sessions, initiated by OHMS or requested
by other groups, were conducted. The 24/7 Employee Assistance Program remains an active avenue
for employees who opt to link with the outsourced EAP provider. Several Personal Resilience Series
sessions were also conducted throughout the year. Some modules were tailor fit to serve as a
supplemental learning material for employees after the Company’s reorganization.
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Food Safety
Food served during official Company functions is made sure to be safe for consumption for
employees. Food safety audits are a usual part of any preparation for events. Steps to prevent food
safety incidents were looked into. Food safety guide was also revisited for a tighter implementation
of the standards.
Clinic Services
Physical clinics across the sites are well-maintained throughout the year. The clinics, which are
manned by competent doctors, nurses, and dentist, provide health services to employees. Areas for
improvement were continuously explored such as a more efficient medicine and clinic supply and
delivery scheme, engaging more cost effective providers, etc.
For OHMS to focus more on expanding occupational health functions, the option to outsource the
clinical services was explored this year. Several clinic management providers were engaged and
underwent a rigorous process of review. OHMS ensured that the provider will be able to deliver the
expected services by the clinic. By first half 2020, transition to the chosen provider will commence.
RESPONSE AND REHABILITATION
Medical Emergency Preparedness
A well-thought out plan, if executed seamlessly during an incident, can save lives, efforts, and
resources. The organization’s Medical Emergency Response Plans (“MERP”), which are prepared for
every facility, have been religiously reviewed and updated. Equipment functionality and inventory are
regularly checked. Drills, either spearheaded by OHMS or in coordination with other stakeholders,
are conducted to test efficiency of the plans. Concerned responders, medical personnel, and first
aiders alike, are trained to keep their skills sharp in responding to medical emergencies.
MERPs are likewise prepared for Company events, exploration, and business travel activities. This
ensures that response activities are in place for all employee activities.
Measles and Dengue National Outbreak Response
In 2019, the Department of Health declared a measles outbreak in Q1 and a dengue outbreak in Q2
because of the rapid increase in cases in various parts of the country. OHMS scaled up its efforts in
response to potential cases among employees and their families. Close monitoring on the situation
was conducted. Members of the health team and other concerned individuals and groups were
regularly engaged for updates. Employees were kept aware of the development and instructed on
what to do in every possible scenario. Epidemic and pandemic guides were reviewed and prepared, in
case needed for implementation.
Occupational Illness Management
There were two (2) confirmed cases of occupational illnesses in the organization for 2019. Apart
from the immediate medical assistance given to the employees, they were also closely monitored and
linked to appropriate specialists for rehabilitative management. As the cases were ergonomic in
origin, the employees were also instructed on proper use of visual display units (“VDUs”) and other
computer peripherals.
Mindanao Earthquake Response
Towards the end of 2019, several parts of Mindanao were severely affected by earthquakes including
Mt. Apo Geothermal Field. OHMS joined the convened crisis team and put great efforts in
contributing the health elements of the response. Purchase and delivery of essential medicines and
supplies was facilitated.
OHMS coordinated with groups that could provide psychological first aid and emotional wellness
services to the affected employees and their families. Sessions were conducted by these groups and a
referral system was put in place for those who needed extended psychological services.
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Safety
In 2019, EDC, through the Health, Environment, and Safety and Business Process and Management
Systems, focused on regulatory compliance and on projects relating to safety and emergency risk
management. The following activities were done on top of the business as usual tasks (e.g.,
compliance management, risk assessments, inspections, preparation of safety standards and
guidelines, coordination meetings) in keeping work safely.
1. Regulatory Compliance
With the issuance by the Department of Labor and Employment (“DOLE”) of Department Order
(“DO”) No. 198-2018 or the Implementing Rules and Regulation of R.A. No. 11058 entitled “An
Act Strengthening Compliance with Occupational Safety and Health Standards and Providing
Penalties for Violations Thereof”, EDC identified qualified Safety Officers in all of its sites and
facilities. In addition, EDC facilitated the mandatory eight (8)-hour OSH seminar for all of its
employees through partnership with Safety Training Organizations.
2. Safety Risks Management
•

Revised Permit for Work - a revised and improved permitting system for electrical and
mechanical works was implemented. This revised Permit for Work is designed for the safety
of the system i.e., powerplant and steam field facilities. Another permitting system will be
implemented in 2020 for those outside of the system e.g., civil works, drilling, etc.

•

Road Transport Safety - to improve monitoring of the behaviors of drivers, and to aid EDC in
incident investigation related to road transport activities sanctioned by EDC, a project on
installation of GPS and dashboard camerasfor all EDC-owned and contracted vehicles was
proposed. At the end of 2019, a supplier was selected and implementation will be in the first
quarter of 2020.

•

5S Program - awareness sessions and IEC campaigns were conducted in all offices of EDC
Head Office. This is a pilot run of the 5S program and will be replicated in all sites starting
2020.

3. Emergency Management
With the occurrence of various typhoons and earthquake in 2019, EDC conducted several training
and seminars on emergency management for its employees and their families. Some of the
trainings conducted were as follows:
•
•
•
•

Incident Command System
Employee Emergency Preparedness
Family Emergency Preparedness
Emergency Medical Response

Environment
In 2019, the Watershed Management Department (“WMD”) and the Environmental Management
Department (“EMD”) filed a total of twenty two (22) forestry permit applications and 137
environmental permit applications.
Southern Negros Geothermal Project’s (“SNGP”) Environmental Management System had their
surveillance audit last July 24, 2019 for the maintenance of the ISO 14001:2015 certification.
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Meanwhile, Mt. Apo Geothermal Project’s (“MAGP”) Environmental Management System
underwent surveillance audit last September 24-26, 2019 for recommendation of maintenance of the
ISO 14001:2015 certificate. The audit conducted by Bureau Veritas yielded zero nonconformities and
observations. MAGP's ISO 14001:2015 Certificate is valid until September 15, 2021, subject to
annual surveillance audit.
EDC also assists in addressing the hazards that can be brought about by climate change. Through its
watershed programs, EDC undertakes holistic management of the forests around its project sites to
ensure the protection of the water-based hydro and geothermal reservoirs. EDC conducts information,
education, and communication (“IEC”) campaigns to its stakeholders and provides technical
assistance in the development of sustainable livelihood enterprises to forest-dependent communities to
avoid encroachment in critical watersheds. In pursuing the Manito Mangrove Ecotourism project in
Manito, Albay, which is adjacent to the Bacon-Manito Geothermal reservation, EDC assisted the
Alliance of Bacman Farmers Association, Inc. (“ALBAFAI”) in securing a grant from the Forest
Foundation Philippines (“FFP”) to conduct biodiversity assessments; knowledge, awareness, and
perception (“KAP”) survey; and a social marketing plan as part of the preparatory activities for the
mangrove ecotourism project. EDC also facilitated partnerships with the Department of Environment
and Natural Resources (“DENR”), Department of Tourism (“DOT”), United Architects of the
Philippines (“UAP”), and Bantay Kalikasan for technical assistance and capacity-building for
ALBAFAI in developing the ecotourism project.
Since the launching of the BINHI program in 2008, EDC has partnered with eighty eight (88) forest
communities in the restoration of the targeted 10,000 hectares of denuded forests inside the
geothermal reservations and other watershed areas where EDC operates. Under the BINHI Rescue
effort, EDC continues to collaborate with the academe, NGOs, DENR, and other private sector
partners in mainstreaming and protecting the ninety six (96) prime and endangered vanishing
Philippine hardwood species, many of which are categorized as critically-endangered or at the brink
of extinction in the wild. Its forest protection and biodiversity programs have protected and
maintained the integrity and ecosystem services of 127,608 hectares of forestlands within the four (4)
geothermal reservations where it operates. This translates to the habitat protection of more than 300
species of birds, mammals, and reptiles, most are endemic to the country. Further, to strengthen its
forest protection and monitoring, EDC continues to be the sole private sector implementer of the
Lawin System, a technology-based forest and biodiversity protection system that uses smartphones to
capture patrol data on biodiversity and threats and open-source technology for geo-spatial analysis.
Lastly, EDC, DENR, and other partners conducted more than 600 patrols across the four (4)
geothermal reservations, resulting in six (6) apprehensions and confiscations of illegal forest products.
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Corporate Social Responsibility
EDC strongly values sustainable development and ensures that its business operation is in harmony
with the environment and the communities where it operates. The Company is committed to promote
social prosperity and environmental stewardship through the implementation of a comprehensive,
responsive, and sustained program on social responsibility, in partnership with its stakeholders. In
2019, EDC invested about Php 96.5 million to support its CSR programs/projects on education,
environment, health, livelihood, indigenous peoples (“IP”) upliftment, and other initiatives. Through
the years, EDC has maintained strong partnerships with eighteen (18) city/municipal LGUs across its
project sites in Albay, Sorsogon, Leyte, Negros Occidental, Negros Oriental, Cotabato, and Ilocos
Norte. These include the forty four (44) host barangays and primary partner barangays, thirty three
(33) secondary partner barangays, and thirty six (36) tertiary partner barangays. Below are key
highlights of EDC’s CSR initiatives in 2019:
CSR Initiatives

Beneficiaries

ENVIRONMENT
1. Mainstreaming Philippine Native Trees

Eight (8) public and private partner
organizations for BINHI nationwide

•

At the heart of EDC’s flagship environment program
called BINHI is the mission to save threatened
Philippine native tree species. EDC is collaborating
with the DENR, the academe, NGOs, and other
private sector partners to mainstream and protect
ninety six (96) species of premium Philippine native
trees, many of which are categorized as
critically-endangered or at the brink of extinction.

•

EDC forged partnerships with eight (8) new
organizations/institutions to establish arboreta and
tree parks for threatened Philippine native trees. The
Company aims to grow these into “mother trees” that
will produce viable seeds for years to come. The
arboreta and tree parks are also strategically located
in areas for people to visit and gain awareness about
the importance of forests and biodiversity. Key
partners last year include the Ateneo De Manila
University, De La Salle University, University of
San Carlos in Cebu, Knowles Electronics
Corporation, and the Grotto de Banloc in Looc,
Romblon.

•

In 2019, EDC was also tapped as the first and only
partner of the Botanic Gardens Conservation
International (“BGCI”) for its Global Tree
Assessment (“GTA”) program. BGCI is part of the
International Union for Conservation of Nature
(“IUCN”), an organization that formulates measures
for the protection of the environment through data
gathering, research, field projects, advocacy, and
education. This partnership is a testament to the
growing recognition of BINHI’s contribution to the
conservation of Philippine native trees.
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2.
Biodiversity Conservation and Monitoring
Program
•

Host communities across the five (5)
geothermal project sites (located in
Sorsogon City, Manito in Albay, Ormoc
EDC monitors and conserves flora and fauna species City and Kananga in Leyte, Kidapawan
within its project areas through the BCMP, ensuring City, Bago City and Murcia in Negros
that the possible impacts of geothermal operations on Occidental, and Valencia in Negros
these species and their habitats are effectively
Oriental)
managed and mitigated.

•

Since the program was launched in 2008, EDC has
recorded 270 species of birds (54% of which are
endemic), forty three (43) species of bats (33%
endemic), twenty two (22) species of amphibians,
and twenty one (21) species of reptiles in its
geothermal reservations. Species recorded include
some threatened and endangered species such the
Golden-crowned Flying Fox (Acerodon jubatus),
Philippine Eagle (Pithecophaga jefferyi), and
Philippine Mahogany and Ironwood groups like the
Dipterocarpus and Xanthostemon species, among
others. In 2019, EDC implemented biodiversity
monitoring activities on flora, freshwater
macroinvertebrates, and fauna that documented four
(4) fauna classes.

•

Through its partnerships and alliances with
conservation NGOs and the academe, EDC has also
supported research to enhance knowledge on
biodiversity and improve conservation measures. In
2019, EDC pursued the implementation of its
partnership with the Philippine Eagle Foundation
(“PEF”) for the Philippine Eagle Nest Survey study
within Mt. Apo Geothermal Reservation and its
environs. Under this partnership, PEF trained EDC
and its major stakeholders and partners on
conservation and Philippine raptor research.
Included as major partners in this endeavour are the
DENR PENRO Cotabato, DENR CENRO Matalam,
and the Kidapawan City Tourism Office.

•

In 2019, the EDC-adopted Philippine Eagle named
Geothermica was selected to be one of the two
Philippine Eagles that will pioneer the Wildlife Loan
Agreement (“WLA”) between the Philippines and
Singapore.

3.
•

Forest Restoration and Protection

Host communities across the five
geothermal project sites (located in
In partnership with local farmer associations, EDC
Sorsogon City, Manito in Albay, Ormoc
planted indigenous forest and fruit trees in 26
City and Kananga in Leyte, Kidapawan
hectares of land in EDC’s Bacon-Manito Geothermal City, Bago City and Murcia in Negros
Project (“BMGP”) and Mt. Apo Geothermal Project Occidental, and Valencia in Negros
Oriental)
(“MAGP”) under the BINHI Program.
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•

The Company also continues to protect forests
within the geothermal reservations through forest
patrols in collaboration with the DENR, law
enforcement agencies such as the Armed Forces of
the Philippines (“AFP”) and the Philippine National
Police (“PNP”), and partner LGUs and people’s
organizations. Since its partnership with the DENR
and the United States Agency for International
Development (“USAID”) in 2017, EDC continues to
be the sole private sector implementer of the Lawin
System, a technology-based forest and biodiversity
protection system that uses smartphones to capture
patrol data on biodiversity and threats and
open-source technology for geo-spatial analysis. In
2019, EDC, DENR, and other partners conducted
more than 600 patrols across the four (4) geothermal
reservations, resulting in six (6) apprehensions and
confiscations of illegal forest products.

•

In line with EDC’s efforts in improving protection of
forests within its geothermal reservations, EDC
provided around 400 man-hours of training for its
community volunteers and partner agencies (AFP
and PNP) on forest law enforcement, Lawin
patrolling, forest fire prevention and response, and
other aspects of forest protection. EDC also
supported IEC campaigns to increase awareness of
local communities on the importance of forests and
biodiversity, and environmental laws.

EDUCATION
1. Academic Scholarships
•

In 2019, EDC supported a total of 932 high school
students in its partner schools in Albay, Sorsogon,
and Negros Island through stipends.

•

EDC, through its CAREERS Program, continues to
provide financial and mentoring assistance to
distinguished students from its host barangays and
partner communities, enabling them to access
tertiary education. Scholars study in the different
University of the Philippines (“UP”) campuses and
other known state universities and colleges. EDC
has a total of 137 college scholars in its project sites
in 2019, of which six (6) studies in UP campuses
while 131 are enrolled in local SUCs. In 2019, thirty
four (34) CAREERS scholars graduated, including a
Negros-grown scholar who graduated magna cum
laude and eight (8) from other sites who graduated
cum laude.

•

Last year, twenty (20) scholar-graduates also took
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Forty four (44) primary partner
barangays across the five (5) geothermal
project sites (located in Sorsogon City,
Manito in Albay, Ormoc City and
Kananga in Leyte, Kidapawan City,
Bago City and Murcia in Negros
Occidental, and Valencia in Negros
Oriental) and Wind Project in Burgos,
Ilocos Norte

and successfully passed their respective 2019
licensure examinations. Such licensure examinations
include those for professional chemical engineers,
mechanical engineers, geologists, teachers, and
fisheries technologists.
2. Technical-Vocational Scholarships
•

EDC-supported KEITECH, a technical-vocational
training center based in Leyte, provides full
scholarships and employment placement support
after graduation to poor but deserving students.
Since its establishment in 2009, the foundation has
produced more than a thousand graduates in the
construction sector; metal and engineering sector;
and tourism services, with 100% passing rate in all
NC II competencies offered and 96% employment
rate.

•

In 2019, KEITECH had a total of 153 graduates, 147
students or 95% of whom are already employed.

3.
•

•

Education Support Programs

153 technical-vocational scholars in
Kananga, Leyte (host LGU of Tongonan
Geothermal Project)

Host communities across the five (5)
geothermal project sites (located in
To complement its scholarship projects, EDC
Sorsogon City, Manito in Albay, Ormoc
implements various support initiatives across its
City and Kananga in Leyte, Kidapawan
project sites. In 2019 alone, 12,060 elementary
City, Bago City and Murcia in Negros
students were supported through miscellaneous fees Occidental, and Valencia in Negros
subsidy. EDC also assisted in the clean-up and
Oriental) and Wind Project in Burgos,
repair of classrooms and school facilities across sixty Ilocos Norte
three (63) primary schools and twelve (12)
secondary schools across its geothermal and wind
project sites through the Brigada Eskwela. Aside
from providing financial or material support, EDC
employees initiated volunteer activities to fully
support the Brigada Eskwela in the partner schools.
In addition to this, EDC distributed backpacks to
16,514 elementary students in the Provinces of
Albay, Sorsogon, Leyte, and Negros Oriental.
Furthermore, 24,447 elementary school students in
the Company’s host communities in Albay,
Sorsogon, Leyte, Negros Oriental, Negros
Occidental, and Cotabato were provided with school
supplies through a national-level partnership with the
National Bookstore (“NBS”). EDC and NBS coshared in the school supplies, which included
notebooks, pencils, sharpeners, erasers, crayons, pad
papers, and slippers.
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LOCAL COMMUNITY NEEDS
1. Health & Sanitation
•

EDC supported two (2) medical and dental
outreaches in Mt. Apo and Burgos, Ilocos Norte,
which benefitted a total of 3,300 people. To enhance
the capability of public health centers in delivering
basic health services to the partner barangays, EDC
provided medical supplies and apparatus to eleven
(11) barangay health centers and facilitated training
for sixty two (62) barangay health workers across the
project sites.

•

In Mt. Apo and Burgos, Ilocos Norte, EDC
supported the construction of forty three (43)
sanitation facilities in the Company's partner
barangays.
2. IP Upliftment Initiatives

Barangay health workers (“BHW”) and
local communities in Kidapawan City,
Cotabato and Burgos, Ilocos Norte

Host Barangay of EDC in Kidapawan
City, Cotabato

•

In Mt. Apo area, EDC continues to support the
Manobo Apao Descendant of Ancestral Domains of
Mount Apo (“MADADMA”) through livelihood,
scholarships, and other forms of assistance.
EDC-supported livelihood projects have so far
benefitted 500 people in MAGP’s sole host
barangay, Brgy. Ilomavis, Kidapawan City. The
Company also has a special education program in
Mt. Apo called MADADMA Scholarship Program
which provides scholarship exclusive to the
indigenous peoples in the locality. “Balik Eskwela”,
another program implemented in MAGP, caters to
members of the community in Brgy. Ilomavis who
have a strong desire to pursue education but stopped
schooling due to financial constraints.

•

In 2019, EDC supported the construction of the
School of Indigenous Knowledge (“SIK”) in Magpet
to help preserve and promote the IP’s culture and
living tradition among the youth.

•

Furthermore, in support of the cultural preservation
of the Obo-Manobo tribe in MAGP, EDC
continuously supports Mt. Apo Foundation, Inc.
(“MAFI”) in the formulation process of the
Indigenous Political Structure (“IPS”) that defines
and documents the governance structure and the
implementation of the Obo-Manobo customary laws.
In 2019, initial consultations with key tribal leaders
have been conducted. The Technical Working Group
(“TWG”) composed of EDC, MAFI, and the
National Commission on Indigenous Peoples
(“NCIP”) will prepare for the data gathering
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workshops leading to the formulation, writing, and
validation of the Obo-Manobo IPS in 2020.
3.

Host communities across EDC’s project
sites

Disaster Preparedness and Response

•

EDC supported IEC campaigns, learning sessions,
and capacity-building activities to raise awareness
and increase the capacity of local barangays to
prepare for and respond to emergencies, including
natural disasters. Last year, twenty nine (29)
awareness-raising campaigns and emergency
preparedness drills were implemented with partner
barangays in Albay, Leyte, Cotabato, and Ilocos
Norte, equipping more than 600 local stakeholders.

•

EDC has also provided timely assistance to local
communities and LGUs in times of disasters and
natural calamities.
o In January 2019, EDC-BMGP extended support
to victims of Typhoon Usman. Mobilizing its
own Emergency Preparedness and Disaster
Response Unit (“EPDRU”), EDC assisted
Sorsogon City CDRRMO and Barangay Osiao
LGU in recovering the bodies buried by an
unfortunate landslide that happened in the
locality at the height of torrential rains.
Bereavement aid was also provided to the
families of the victims.
o In August 2019, after the onslaught of Typhoon
Ineng, EDC immediately mobilized volunteers
and delivered relief goods to the Municipality
of Burgos and the Province of Ilocos Norte.
o Following the powerful 6.5-magnitude quake
that jolted central Mindanao in October 2019
and the series of earthquakes that lasted for
weeks, thousands of families were evacuated,
including Brgy. Ilomavis, the host barangay of
EDC-MAGP. EDC quickly mobilized
volunteers, provided support and relief
operations to the affected families, and aided in
the clearing operations of the Local
Government of Kidapawan City. EDC also
supported the construction of comfort rooms at
the evacuation site in Ilomavis basecamp to
help address the need for proper sanitation,
which was identified as a major need at that
time by local government officials. In
December 2019, EDC employee-volunteers,
youth volunteers, and members of MADADMA
and the Barangay LGU distributed food packs
to more than 3,000 residents of Ilomavis. Also
in December 2019, EDC conducted relief
operations for EDC’s host communities a day
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after Typhoon Tisoy hit the Provinces of Albay
and Sorsogon.
4.

Solid Waste Management

Communities in Rizal, Sorsogon City
and Burgos, Ilocos Norte

•

EDC partners with stakeholders to raise awareness
on Republic Act No. 9003, otherwise known as the
Solid Waste Management Act of 2000 and promote
proper waste disposal. In 2019, EDC continued to
conduct quarterly clean-up drives in the adopted
river systems like the Rizal River in Sorsogon City,
through the Adopt-an-Estero Program of
Environmental Management Bureau (“EMB”).

•

In Burgos, Ilocos Norte, solid waste management is
one of the local priorities of the LGU. In February
2019, EDC introduced “ecobricking” in Burgos as a
way to manage and/or reduce plastic waste in the
environment. The Company invited certified trainers
from Global Ecobrick Alliance to conduct a one-day
workshop with students from Burgos Central
Elementary School and BLISS Elementary School,
and officials from the three host-barangays (Brgy.
Poblacion, Nagsurot, and Saoit).

BUSINESS OF THE ISSUER
Principal Products or Services and their markets
The Company operates in the four (4) geothermal service contract areas where it is principally
involved in the generation and sale of electricity through Company-owned geothermal power plants to
NPC, electric cooperatives, privately-owned DUs, large industrial clients, and the NGCP, pursuant to
PPAs, WESM, ASPA, and FIT.
EDC’s subsidiaries, GCGI, BGI, FG Hydro and ULGEI also hold offtake agreements in the form of
PSAs with various customers, particularly DUs and electric cooperatives.
Through its 60% equity interest in FG Hydro, the Company indirectly operates the 132-MW
PAHEO/MAHEP located in Nueva Ecija. The power plants supply electricity into the Luzon grid to
service the consumption of its distribution utility clients covered by bilateral contracts.
The Company has evolved into being the country’s premier pure renewable energy player, possessing
interests in geothermal, hydro, wind, and solar power. For geothermal energy, its expertise spans the
entire geothermal value chain, i.e., from geothermal energy exploration and development, reservoir
engineering and management, engineering design and construction to environmental management and
energy research and development. Its wind energy expertise covers project research and development
and wind data assessment. With FG Hydro, the Company has not only acquired expertise in
hydropower operation and maintenance, but also improved its capability to sell power on a merchant
basis.
The Company also operates the Burgos Solar Project (Phases 1 and 2), which is inside the same
concession area as EBWPC wind farm.
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The Company’s solar rooftop projects in Passi, Kalibo, Oton, and Balasan are now operational.
Distribution methods of products or services
About 41.3% or 3,844.6 GWh of the 9,300.1 GWh sales volume from its electricity business was sold
to NPC from Unified Leyte and the Mindanao geothermal power plants. A total of 2,451.84 GWh
sold by the geothermal power plants in Tongonan and Palinpinon was delivered to electric
cooperatives and industrial customers in the Visayas region. Bac-Man geothermal power plants sold
1,380.0 GWh of electricity that was delivered mainly to electric cooperatives, WESM, and Retail
Electricity Supply (“RES”) customers in the Luzon region.
The 258.72 GWh, 340.94 GWh, and 9.32 GWh of electricity sold by the Nasulo geothermal, Burgos
wind power plants, and Burgos solar power plants, respectively, were delivered mainly to WESM,
TRANSCO, and RES customers. Meanwhile, ULGEI's 329.84 GWh strips of energy was mainly
delivered to electric cooperatives and WESM.
Electricity production of about 338.2 GWh, i.e., pertaining to electricity generated by FG Hydro's
power plants, was sold mostly to WESM and electric cooperatives and distribution utility clients in
the province of Nueva Ecija.
The 340.0 GWh pertained to revenue from sale of electricity as contingency and dispatchable
reserves/ASPA from Palinpinon, Nasulo and FG Hydro.
The electricity generated by the Company’s power plants is transmitted to its customers through the
high voltage backbone system of the NGCP.
The 6.6 GWh pertained to solar rooftop projects.
New Products or Services
EDC is in various phases of early stage/pre-development activities in some of its concession areas.
Competition
The government, in implementing the thrust of the EPIRA, has paved the way for a more independent
and market-driven Philippine power industry. As such, selling power and consequently the dispatch
of power plants depend on the ability to offer competitively priced power supply to the market. The
Company has multiple power projects in Luzon, Visayas, and Mindanao.
The WESM operations of Luzon and Visayas Grids are integrated under IEMOP in the sense that the
administration and rules are the same, but Luzon demand forecasting and dispatch is still different
from that of Visayas’, such that the resultant spot clearing prices are also different per Grid.
Further to clauses in the EPIRA Law entitled Retail Competition and Open Access (“RCOA”), a new
electricity buyer group consisting of individual retail customers has emerged. “Retail competition”
means that eligible end-users of electricity (or retail customers) may directly contract for the supply of
electricity with authorized suppliers, instead of coursing the same through the franchised distribution
facility. “Open Access”, on the other hand, means that retail electricity customers and suppliers of
electricity may also contract with the transmission company and the distribution company for the
“wheeling” or delivery of energy/electricity through the transmission or distribution wires. Open
Access is thus a means by which Retail Competition is achieved[2].
The Company will face competition in both the development of new power generation facilities and
the acquisition of existing power plants, as well as in the financing for these activities.
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The performance of the Philippine economy and the historical high returns of power projects in the
country have attracted many potential competitors, including multinational development groups and
equipment suppliers, to explore opportunities in the development of electric power generation projects
in the Philippines. Accordingly, competition for and from new power projects may increase in line
with the long-term economic growth of the Philippines.
The Company believes that it will be able to compete because of its competitively-priced power, the
reliability of its power plants, its use of clean and renewable fuels, and its expertise and experience in
power supply contracting and trading.
[1] Source: DOE Website: www.doe.gov.ph
[2] Source: The Energy Report Philippines 2013-2014 Ed, KPMG Global Energy Institute

Dependence on one or a few major customers and identity of any such major customers
Close to 33.0% of the Company’s electricity revenue are derived from existing long-term PPAs with
NPC.
Patent, trademarks, and concessions
Patent
The Company has two (2) patent registrations and one (1) utility model registration with the
Intellectual Property Office (“IPO”) of the Philippines. These registrations are maintained in
accordance with applicable regulations, including the payment of annual fees required by the IPO
commencing on the fifth (5th) year from publication of the patent application.
These inventions are used in the Company’s geothermal field and plant operations, specifically in
relation to its fluid collection and reinjection system and geothermal wells. Details of the patents and
utility model are as follows:
INVENTION
CLOCK-ACTUATED FLUID
SAMPLING APPARATUS
CONTINUOUS ON-LINE
STEAM PURITY
MONITORING SYSTEM
DECLOGGING TOOL

Registration No. Expiration Dates
2-2013-000297

June 28, 2020

1-2007-000448

December 4, 2029

1-2013-000385

May 2, 2039

Trademarks
Based on our records, the Company and its subsidiaries have seventeen (17) trademarks registered
with the IPO of the Philippines. These registrations are maintained in accordance with applicable
regulations, including the submission of renewal registrations and Declarations of Actual Use of the
trademark to the IPO.
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Details of these registered trademarks are as follows:
TRADEMARK

Registration
Number
4-2010-00501269

Registered
Date
November 8,
2012

BGI

4-2010-501272

May 5, 2011

May 5, 2021

BAC-MAN ENERGY
DEVELOPMENT CORPORATION,
BEDC AND DEVICE

4-2012-501430

December 27,
2012

December 27, 2022

BAC-MAN GEOTHERMAL INC.,
BGI AND DEVICE

4-2012-501423

June 25, 2015

June 25, 2025

BAC-MAN GEOTHERMAL
INCORPORATED & LOGO

4-2010-501263

My 5, 2011

May 5, 2021

4-2008-010584

February 23,
2009

February 23, 2020

EDC

4-2008-011967

March 16,
2009

March 16, 2020

ENERGY DEVELOPMENT
CORPORATION

4-2008-011964

June 15, 2009

June 15, 2020

BAC-MAN GEOTHERMAL, INC.

ENERGY DEVELOPMENT
CORPORATION AND LOGO
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Renewal Date
November 8, 2022

TRADEMARK

Registration
Number
4-2012-00501422

Registered
Date
December 13,
2012

GREEN CORE GEOTHERMAL
INC., GCGI AND DEVICE

4-2012-501424

November 8,
2012

November 8, 2022

EDC WIND ENERGY HOLDINGS
INC., EWEHI AND DEVICE

4-2012-501441

November 8,
2012

November 8, 2022

4-2012-00501431

December 20,
2012

December 20, 2022

4-2010-501264

May 5, 2011

May 5, 2021

GREEN CORE GEOTHERMAL,
INC.

4-2010-501262

May 5, 2011

May 5, 2021

GCGI

4-2010-501265

May 5, 2011

May 5, 2021

EDC GEOTHERMAL CORP., EGC
AND DEVICE

EDC BURGOS WIND POWER
CORPORATION, EBWPC AND
DEVICE

GREEN CORE GEOTHERMAL,
INC. & LOGO
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Renewal Date
December 13, 2022

TRADEMARK
SOUTHERN NEGROS
GEOTHERMAL, INC. SNGI AND
DEVICE

UNIFIED LEYTE GEOTHERMAL
ENERGY INC., ULGEI AND
DEVICE

Registration
Number
4-2012-501426

Registered
Date
October 29,
2015

4-2012-501427

August 22,
2013

Renewal Date
October 29, 2025

August 22, 2023

Concessions
The Company is now the holder of five (5) GRESCs and the corresponding DOE Certificate of
Registration as an RE Developer for the following geothermal projects:
• Tongonan Geothermal Project
• Southern Negros Geothermal Project
• Bacon-Manito Geothermal Project
• Mt. Apo Geothermal Project
• Northern Negros Geothermal Project*
*

Renewal under process
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These contract areas are located in Luzon, Leyte, Negros, and Mindanao. The following table
provides a summary of the Company’s geothermal projects, grouped by the contract areas in which
they are located:
GRESC Areas

Contract Area

Tongonan
Geothermal Project

Expiration of
GRESC

2031

Project

Optimization

Palinpinon I

Steam and
112.5 Electricity

Tongonan

Malitbog
Mahanagdong

2031

Palinpinon II
Nasulo
2031
Bacon-Manito
Geothermal Project
Mt.Apo
Geothermal Project

Bac-Man I
Bac-Man II

2042

Product

Steam and
112.5 Electricity
Steam and
125.0 Electricity
Steam and
232.5 Electricity
Steam and
180.0 Electricity
Steam and
50.9 Electricity

Upper Mahiao

Southern Negros
Geothermal Project

Installed
Capacity
(in MWe)

Steam and
60.0 Electricity
Steam and
49.4 Electricity
Steam and
120.0 Electricity
Steam and
20.0 Electricity

Expiration of
Offtake
Agreement

Minimum
Take-or-pay
Capacity 1
(in GWh/year)

2009 (SSA) 2
2031 (GRSC)
2040 (PSAs)

Plant Expiry of
Owner
GOC

GCGI4

2022 (PPA) 3

3,850.0 1 EDC

2022 (PPA) 3

EDC

2022 (PPA) 3

EDC

2022 (PPA) 3
2008 (SSA) 2
2031 (GRSC)
2040 (PSAs)
2009 (SSA) 2
2031 (GRSC)
2040 (PSAs)

EDC

2024 (PSA)

EDC

2018 (SSA)
2019/ (SSA)
2019 (PSAs)

20375

GCGI4

20375

GCGI4

20375

722.7 BGI6

20375

131.4 BGI6

20375

7

Mindanao I
Mindanao II

52.0 Electricity
2022 (PPA)
390.0 EDC
54.0 Electricity
2024 (PPA)
398.0 EDC
Total
1,168.8
5,492.1
1
Refers to one-year period, ending in July 2016. UL PPA Nominated Energy varies from year to year.
2
The SSA that governs the sale of steam for use at the NPC-owned Palinpinon I power plant expired in December 2008 but was extended to
a date when these plants were sold or privatized, pursuant to the privatization process under the EPIRA. The GRSC for Tongonan and
Palinpinon I and Palinpinon II commenced upon take-over of the plants by GCGI.
3
Unified Leyte PPA
4
On October 23, 2009, the Palinpinon and Tongonan geothermal power plants were turned over to GCGI, which won the PSALM’s auction
of the said plants on September 2, 2009
5
Renewable for another 25 years
6
On September 3, 2010, the Bac-Man 1 and Bac-Man II geothermal power plants were turned over to BGI, which won the PSALM’s auction
of the said plants on May 5,2010.
7
Includes a 25-year extension period to GRESC.

On May 8, 2012, EDC, through its subsidiaries GCGI and BGI secured three (3) Geothermal
Operating Contracts (“GOCs”), each with a twenty five (25)-year contract period expiring in 2037 and
renewable for another twenty five (25) years, covering the following power plant operations:
1) Tongonan Geothermal Power Plant under DOE Certificate of Registration
No. GOC 2012-04-038;
2) Palinpinon Geothermal Power Plant under DOE Certificate of Registration
No. GOC 2012-04-037; and
3) Bacon-Manito Geothermal Power Plant under DOE Certificate of Registration
No. GOC 2012-04-039.
The Company also holds Geothermal Service Contracts (“GSC”) for the following prospect areas:
•

Mt. Zion 2 Geothermal Project (with a five (5)-year pre-development period expiring in 2020,
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twenty five (25)-year contract period expiring in 2040, renewable for another twenty five
(25) years)
Amacan Geothermal Project (with a five (5)-year pre-development period expiring in 2021,
twenty five (25)-year contract period expiring in 2041, renewable for another twenty-five
(25) years)
Balingasag Geothermal Project (with a five (5)-year pre-development period expired in 2017,
granted extension until 2019; twenty five (25)-year contract period expiring in 2037,
renewable for another twenty-five (25) years) 1

•

•

1

Location

Project

Expiration of GSC1

GSC Owner

North Cotabato/Davao del Sur

Mt. Zion 2

2040

EDC

Compostela Valley

Amacan

2041

EDC

Cancellation letter has been submitted with Department of Energy (DOE) dated 19 December 2019, awaiting confirmation reply

In 2017, the exploration and evaluation costs incurred for Mt. Ampiro, Lakewood and certain foreign
exploration projects totaling to P
=38.5 million were directly written off.
In 2019, the exploration and evaluation costs incurred for Balingasag amounting to P
=2.5 million was
assessed by management to be no longer recoverable. Accordingly, the book value of the exploration
and evaluation asset was directly written off.
As of December 31, 2019, the Company holds ten (10) Wind Energy Service Contracts (“WESC”)
with the DOE with a twenty five (25)-year contract period. The WESCs cover the following:

1)
2)
3)
4)
5)
6)
7)
8)
9)
10)

Projects
150 MW wind project in Burgos, Ilocos Norte
84 MW wind project in Pagudpud, Ilocos Norte
Burgos 1 wind project in Burgos, Ilocos Norte
Burgos 2 wind project in Burgos, Ilocos Norte
Matnog 1 wind project in Matnog and Magdalena,
Sorsogon
Matnog 2 wind project in Matnog, Sorsogon
Matnog 3 wind project in Matnog, Sorsogon
Iloilo 1 wind project in Batad and San Dionisio,
Iloilo
Burgos 3 Wind Project in Burgos and Pasuquin,
Ilocos Norte
Burgos 4 Wind Project in Burgos, Ilocos Norte
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DOE Certificates of Registration
WESC 2009-09-004 (expiring in 2034)
WESC 2010-02-040 (expiring in 2035)
WESC 2013-12-063 (expiring in 2038)
WESC 2013-12-064 (expiring in 2038)
WESC 2014-07-075 (expiring in 2039)
WESC 2014-07-076 (expiring in 2039)
WESC 2014-07-077 (expiring in 2039)
WESC 2014-07-078 (expiring in 2039)
WESC 2015-09-085 (expiring in 2040)
WESC 2015-09-086 (expiring in 2040)

The following table provides a summary of the Company’s wind projects, grouped by the contract
areas in which they are located:

Project

Expiration of WESC1

Ilocos Norte

Burgos
Pagudpud
Burgos 1
Burgos 2
Burgos 3
Burgos 4

2034
2035
2038
2038
2040
2040

EBWPC2
EPWPC3
EBBWPC4
EPBWPC5
EDC
EDC

Sorsogon

Matnog 1

2039

EDC

IloiloProject

Matnog 2
Matnog 3
Iloilo 1

2039
2039
2039

EDC
EDC
I1REC6

Location

WESC Owner

1

Renewable for another twenty five (25) years
EDC Burgos Wind Power Corporation
3
EDC Pagudpud Wind Power Corporation
4
EDC Bayog Burgos Wind Power Corporation
5
EDC Pagali Burgos Wind Power Corporation
6
Iloilo 1 Renewable Energy Corporation
2

The Company holds two (2) Solar Energy Service Contracts (“SESC”) with the DOE with a twenty
five (25)-year contract period. Four (4) other SESCs have been surrendered, but still awaiting
confirmation from the DOE. The SESCs cover the following:
Projects
1) 6.82 MW Burgos Solar Project in
Burgos,
Ilocos Norte
2) President Roxas Solar Project in
President Roxas, North Cotabato**
3) Kilada - Matalam Solar Project in Matalam,
North Cotabato*
4) Bogo Solar Project in Bogo, Cebu***
5) Iloilo Solar Project in Iloilo City****
6) Gaisano Iloilo, Iloilo City Solar Rooftop
Project*

DOE Certificates of Registration
SESC No. 2014-07-088 (expiring in 2039)
SESC No. 2015-03-114 (expiring in 2040)
SESC No. 2015-03-119 (expiring in 2040 and
renewable for another twenty five (25) years)
SESC No. 2015-06-234 (expiring in 2040 and
renewable for another twenty five (25) years)
SESC No. 2016-06-306 (expiring in 2041 and
renewable for another twenty five (25) years)
SESC No. 2016-11-352 (expiring in 2042 and
renewable for another twenty five (25) years)

Location

Project

Expiration of SESC1

Installed Capacity
(in MW)

SESC Owner

Ilocos Norte

Burgos Solar Project

2039

6.8

EDC

Iloilo
Gaisano La Paz Solar Rooftop Project
2042
1.03
ESPC
SESC assigned to EDC Siklab Power Corporation (ESPC)
2
Cancellation letters have been submitted with Department of Energy (DOE) dated March 2016, awaiting confirmation reply
3
Cancellation letter has been submitted with Department of Energy (DOE) dated July 2017, awaiting confirmation reply
4
Cancellation letter has been submitted with Department of Energy (DOE) dated August 2018, awaiting confirmation reply
1

Effect of existing or probable governmental regulations on the business
The Company and its projects are subject to significant regulation under various laws and regulations,
including Republic Act (“RA”) No. 9136 or the Electric Power Industry Reform Act (“EPIRA”) and
RA No. 9513 or the Renewable Energy Act of 2008 (“RE Act”), as well as changes in the regulatory
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structure and decisions of the Supreme Court on regulatory issues. The regulatory framework of the
energy industry has been constantly evolving as regulations continue to develop, be challenged,
and/or modified. Any such change could potentially affect aspects of the Company’s present and
future operations or increase the Company’s cost of compliance, which could materially impact its
fiscal position.
Environmental laws and regulations, as well as rules of the local government units (“LGUs”),
likewise affect the Company’s operations from geothermal reservoir production to operation and
maintenance of wells and power plants. The coverage includes the generation, transport, storage,
and/or disposal of waste materials and hazardous substances. The Company, for example, utilizes
industrial lubricants that are classified as hazardous substances under various environmental
regulations and improper disposal can lead to fines and penalties in addition to remediation. Thus, the
Company observes various guidelines and controls and maintains comprehensive general liability
insurance intended to cover liability that may be owed to third parties arising from sudden and
accidental discharge of pollutants in the course of its operations. These laws, regulations, and rules
also impact on the rehabilitation, repair, or construction of facilities, particularly in cost and time.
The passage of new laws and regulations on safety, health, and environment, the adoption of new
government policies, and other legal and regulatory developments in the future, may require
additional capital expenditures and operating expenses in order to facilitate compliance with the
changes. For instance, RA No. 11058, enacted on August 17, 2018, requires the implementation of a
duly-approved safety and health program with a separate pay item for all contracting and
subcontracting arrangements and may result to increased costs for occupational safety and health
(“OSH”) compliance. Laws and regulations may also change following the ratification by the
government of the Paris Agreement on Climate Change providing for the reduction of greenhouse gas
(“GHG”) emissions.
In recent years, the Government has sought to implement measures designed to establish a
competitive energy market including the adoption of policies for the transition to the Independent
Market Operator (“IMO”) for the Wholesale Electricity Spot Market (“WESM”) as envisioned in the
EPIRA. The objective is to establish a market operator with equitable representation from electric
power industry participants. With this in mind, the DOE issued Department Order DO2017-07-0010
creating the Transition Committee for the Philippine Electricity Market Corporation (“PEMC”) to
propose plans for the WESM and anticipate future challenges. In January 2018, DOE issued
Department Circular DC2018-01-002 to enable the formation of the IMO. On September 26, 2018,
the Independent Energy Market Operator of the Philippines (“IEMOP”) took over the operations of
the WESM, with PEMC remaining as the governing body.
On market regulations, with regard to wholesale supply, the ERC currently evaluates PSAs between
generation companies and distribution utilities/electric cooperatives using a “cost-based”
methodology. On the retail supply side, the ERC and the DOE continue to firm up rules and
regulations governing the RCOA with the issuance of DOE Department Circulars DC2017-12-0013
and DC2017-12-0014, allowing voluntary participation in the Retail Market of end-users with an
average peak demand of at least 750 kW in the preceding twelve (12) months, effective on December
24, 2017. DOE further issued DC 2019-07-0011 in July 2019 to designate IEMOP as the IMO and
the Central Registration Body for the effective implementation of the RCOA. Meanwhile, the
pending action before the Supreme Court contesting the implementation of the mandatory
contestability provision under the RCOA, which could affect the direction of the RES business,
remains unresolved.
Congress may also pass a law rationalizing the fiscal incentives available under various laws, which
may have the effect of reducing the incentives currently enjoyed by the Company. Meanwhile, the
implementation of the development mechanisms and incentives provisions of the RE Act, such as the
Renewable Portfolio Standards (“RPS”) pursuant to DOE Department Circular DC2017-12-0015 may
create opportunities for the Company. Also, in July 2018, DOE issued Department Circular
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DC2018-07-0019 promulgating the rules and guidelines governing the establishment of the Green
Energy Option Program (“GEOP”), which will allow end-users with an average peak demand of at
least 100kW to choose RE resources as their source of energy. Likewise, the Department
promulgated DOE DC 2019-12-0016 or the rules governing the establishment of the Renewable
Energy Market (“REM”) in December 2019, which is needed in ensuring the compliance of the
mandated participants to the RPS and facilitating the participation of end-users in the GEOP. The
Company also anticipates the issuance of additional policy guidelines that will further promote RE
development.
Beyond the aforementioned issuances on fiscal incentives and market governance, EDC expects to
accelerate the implementation of its RE projects in the pipeline with the enactment of RA No. 11234
or the Energy Virtual One-Stop Shop (“EVOSS”) Act and its implementing rules, and the approval of
the Omnibus Guidelines Governing the Award and Administration of RE Service Contracts and
Registration of RE Developers (DOE DC 2019-10-0013, which took effect in November 2019).
Meanwhile, the release of DOE DC 2019-12-0018 or the General Framework Governing the
Provision and Utilization of Ancillary Services in the Grid presents an opportunity for the Company
to participate in the ancillary service market, which is envisioned to maintain electric power stability
and reliability in the country.
The Company closely monitors relevant proposed legislation and regulations and intends to take
proper and appropriate measures such as cooperating with relevant regulatory agencies in public
consultations.
Cost and effects of compliance with environmental laws
The Company’s geothermal, wind, and solar operations are subject to extensive, evolving and
increasingly stringent safety, health and environmental laws and regulations. These laws and
regulations include but are not limited to the Philippine Clean Air Act (Republic Act No. 8749),
Philippine Clean Water Act (Republic Act No. 9275), Toxic Substances and Hazardous and Nuclear
Waste Control Act of 1990 (Republic Act No. 6969), Ecological Solid Waste Management Act
(Republic Act No. 9003), the DOE’s Renewable Energy Safety Health and Environment Rules and
Regulations (“RESHERR”), and the DOLE’s Occupational Safety and Health Standard, as amended.
Such legislations address, among other things, air and ambient noise emissions, wastewater
discharges, and solid wastes management, as well as the generation, handling, storage, transportation,
treatment, and disposal of toxic and hazardous materials and wastes. They also regulate workplace
conditions within power plant facilities and employee exposure to hazardous work environment. In
particular, the Occupational Safety and Health Standards were formulated to safeguard workers’
social and economic well-being, as well as their physical safety and health. In addition, EDC also
complies with other laws and standards, such as the Revised Forestry Code of the Philippines,
(Presidential Decree No. 705), the National Integrated and Protected Areas System Act (Republic Act
No. 7586), Geothermal Reservation Law (Executive Order No. 223), Wildlife Resources
Conservation and Protection Act, Indigenous Peoples Rights Act (Republic Act No. 8371), Climate
Change Act (Republic Act No. 9729) and the IFC/World Bank environmental and social safeguards.
The total cost incurred by the Company to comply with environmental laws for 2019 was
approximately P112.2 million. Overall, EDC and its subsidiaries achieved full compliance with
applicable environmental legal and regulatory requirements, resulting in the absence of Notice of
Violation and fines/penalties from regulatory agencies.
Development Activities
The Company follows the full cost method of accounting for its exploration costs determined on the
basis of each service contract area. Under this method, all exploration costs relating to each service
contract are accumulated and deferred under the “Exploration and evaluation assets” account in the
consolidated statement of financial position pending the determination of whether the wells have

30

proven reserves. Capitalized expenditures include costs of license acquisition, technical services and
studies, exploration drilling and testing, and appropriate technical and administrative expenses.
Project development costs are expensed as incurred until management determines that the project is
technically, commercially, and financially viable, at which time, project development costs are
capitalized. Project viability generally occurs in tandem with management’s determination that a
project should be classified as an advanced project, such as when favorable results of a system impact
study are received, interconnected agreements are obtained, and project financing is in place.
Amount Spent on Development Activities and its Percentage to Revenue:
2019
(in Php)
33,952,955
1,894,588
2,267,588
38,115,131

2018
(in Php)
16,467,172
1,038,037
45,446,560
62,951,769

2017
(in Php)
19,867,702
225,198,916
245,066,618

41,868,417,546

37,985,628,450

33,255,190,724

0.1%

0.2%

0.7%

Exploration and Evaluation Assets
Tanawon Project
Solar Projects
Total Development Activities (“DA”)
Revenue
Percentage of DA to Revenue
Employees and Labor Relations

As of December 31, 2019, the Company has 1,467 employees consisting of 38 Executives, 1,262
Managerial, Professional, and Technical employees, and 167 Rank and File employees. In particular,
the distribution of employees by location, with the headcount for EDC, GCGI, BGI, EBWPC, FIRST
GEN and FPH (seconded to EDC) are as follows:
:
MAIN LOCATION EDC GCGI BGI
101
1
48
BACMAN
484
2
1
HEAD OFFICE
415 29
1
LEYTE
123
MT. APO
NEGROS ISLAND 178 49
ILOCOS
Grand Total

EBWPC

FIRST GEN

FPH

1

11

1

11

1

22
1,301 81

50

23

31

Total
150
500
445
123
227
22
1,467

Per Job Category:

MAIN
LOCATION
BACMAN
HEAD OFFICE
LEYTE
MT. APO
NEGROS ISLAND
ILOCOS NORTE
Grand Total

GROUP
BACMAN
HEAD OFFICE
LEYTE
MT. APO
NEGROS
ISLAND
ILOCOS NORTE
Grand Total

Headcount per Job Category
Managerial, Supervisory, Professional
Executive
and
Technical
135
38
458
364
102
181
22
38
1262

Rank and
File
15
4
81
21
46

Total
150
500
445
123
227
22
1,467

167

Anticipated No. of Employees by 2020
Executive, Managerial, Supervisory, Professional and
Technical
1
54
1
1

Rank and
File
1
-

2

-

2

59

1

60

Total
1
55
1
1

As of December 31, 2019, the Company’s subsidiaries, GCGI, BGI, and EBWPC employ the
following number of employees:

Subsidiary
GCGI
BGI
EBWPC

Executive
1
-

Managerial,
Supervisory,
Professional and
Technical
65
39
23

Rank and File
15
11
-

Total
81
50
23

The Company has a funded, non-contributory, defined benefit retirement plan. The plan covers
regular employees and is administered by a trustee bank. The Company also provides post-retirement
medical and life insurance benefits which are unfunded.

32

There are thirteen (13) labor unions within the Parent Company, each representing a specific
collective bargaining unit allowed by law. They are distributed in the different locations as follows:

Negros

No. of
Members
46

Leyte

8

Leyte

65*

Demokratikong Samahang Manggagawa ng
PNOC-BGPF/Association of Democratic Labor
Organization (DSM – ADLO)65

BacMan

14

MAWU

Mt. Apo Worker's Union/ Association of Labor
Unions

Mt. Apo

18

6

BAPTEU

Bacman Geothermal Production Field
Professional and Technical Employees Union

BacMan

52

7

MAPTEU

Mt. Apo Professional and Technical Employees'
Union

Mt. Apo

37

8

LEGPTEU

Leyte Geothermal Professional and Technical
Employees Union

Leyte

106*

Negros

72

BacMan

21

BacMan

17

BacMan

8

Mt. Apo

15

No.

Union Name

1

SNGPF RF

2

TWU

3

LAGPEU

4

DSM-ADLO

5

9

PESSA

10

EBSEU
BGIPROTEC

11
12

BGI-PPSEU

13

MASUAPSOTEU

Site

PNOC-EDC SNGPF Rank and File Union
Tongonan Worker's Union- National Federation
of Labor Unions
Leyte “A” Geothermal Project Employees'
Union

PNOC EDC Southern Negros Geothermal
Project Association – Association of
Professional, Office and Technical employees’
Union -Trade Union
EDC-BGPF Supervisory Employees' Union
Bacman Geothermal Inc. - Professional &
Technical Employees Coalition
Bacman Geothermal Inc. - Power Plant
Supervisory Employees Union
Mt. Apo Supervisors’ Union- Association of
Professional, Office and Technical employees’
Union -Trade Union
TOTAL

479

*includes agency fee paying members

These unions enter into regular Collective Bargaining Agreements (“CBAs”) with the Parent
Company as regards number of working hours, compensation, employee benefits, and other employee
entitlements as provided under Philippine Labor Laws. The harmonious relationship with all the
different labor groups was instrumental to the organization in managing the re-organizational changes
that the Company underwent.
The management believes that the Company’s current relationship with its employees is generally
good. Although the Company had been involved in arbitrations with its labor unions, it has not
experienced in the last fifteen (15) years any strikes, lock-outs, or work stoppages as a result of labor
disagreements.
FACTORS AFFECTING THE COMPANY’S RESULTS OF OPERATIONS
Set out below are some of the more significant factors that have affected and continue to affect the
Company’s results of operations.
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The Company’s Relationship with NPC
As per the Company’s PPAs, NPC is obligated to pay for a minimum quantity of electricity pursuant
to its take-or-pay and minimum offtake energy obligations. The following are the remaining contracts
with NPC:
Contract
Unified Leyte Power Purchase Agreement
Mindanao I Power Purchase Agreement
Mindanao II Power Purchase Agreement

Expiry Date
July 25, 2021 (1,370 GWh),
July 25, 2022 (3,000 GWh)
March 4, 2022
June 17, 2024

Impact of Coal
The Philippines’ electricity market is still dominated by coal fuel as 50% of the generation mix and
bulk of the new entrant capacity in 2018 came from coal-fired power plants. While the country is
steadily dependent on this fuel, coal price climbed to triple digits from 2017 to 2018. Average 2018
prices were 20% higher at 107.90 $/MT as compared to the 2017 Average of 89.80 $/MT, with coal
price hitting a six-year high of 105.28 $/MT in July 2018. This is attributed to the higher coal demand
in China as imports increased by 27% in the first seven (7) months of 2018 to meet the increased
power demand due to higher than usual temperature in Asia. Also adding upward pressure to prices is
stronger demand from India and other emerging economies in Asia. The average 2019 coal price
dropped to 77.89 $/MT following China’s increased reliance on domestic coal stocks and restricted
use of imported coal. However, global thermal coal use is still expected to increase over the next five
(5) years as rising demand in India offsets the drop in coal demand in the US and Europe.
*https://www.theguardian.com/environment/2019/dec/27/price-of-australian-thermal-coal-slumps-to-lowest-in-more-than-a-decade

Exchange Rate Fluctuations
The Company’s accounting records and financial statements are prepared in Philippine Peso
(except for EBWPC, which is reporting in US Dollar effective January 1, 2016) even as its payments
for debt service and major materials and services are denominated substantially in US Dollar. Foreign
exchange rate fluctuations affect the cost of borrowings, as well as the Peso value of such in the
Company’s balance sheet.
In 2019 and 2018, the Company recorded foreign exchange gains (losses) of P68.9 million and
(P50.2 million), respectively. The unit prices for majority of the SSAs and PPAs are indexed to the
US Dollar vis-a-vis the Philippine Peso.
PROPERTY
●

Land

The Company is the registered owner of land located in various parts of the Philippines. In
December 2018 (latest valuation), these lands were valued by CB Richard Ellis Philippines for EDC
at around P1.4 billion. The Company’s landholdings include real estate properties in Bonifacio Global
City in Taguig with a total area of 5,794.5 square meters, Baguio City with an area of 2,558 sq.m.,
and numerous parcels of land used for its geothermal operations in the cities of Ormoc, Bago, and
Sorsogon and in the municipalities of Kananga, Leyte; Valencia, Negros Oriental; and Manito, Albay
with an aggregate area of more or less 360 hectares.
In Northern Luzon, lots affected by the EDC Burgos Wind Project in the municipalities of Burgos,
Bacarra, Pasuquin and Laoag were either leased by the Company or expropriated accordingly and are
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currently being used for its wind and solar farm area and other facilities. The following table sets out
certain information regarding the Company’s landholdings:

Location/Project

Parcels of
Land

Area
(hectares)

Under
Expropriation

Acquired
Title for
w/ title
Consolid
to EDC
ation

Leased

Fort Bonifacio

4

0.58

None

None

4

None

Baguio
Bacon-Manito
Geothermal Project
Northern Negros
Geothermal Project
Southern Negros
Geothermal Project
Leyte Geothermal
Project
Burgos Wind
Project

1

0.26

None

None

1

None

36

24.31

3

None

13

20

151

105.16

19

119

12

1

64

77.93

2

17

None

45

108

205.25

11

9

37

51

2,147

815.73

1,640

507

None

None

1

20

None

1

None

None

6

2.00

None

6

None

None

1

2.02

None

1

None

None

1

1.00

None

1

None

None

1

1.00

None

1

None

None

1

1.00

None

1

None

None

1

3.9

None

None

None

1

2,523

1,260.14

1,675

605

67

118

Met Mast Burgos 2
Pagudpud Wind
Project
Burgos 1 Wind
Project
Matnog 1 Wind
Project
Matnog 2 Wind
Project
Matnog 3 Wind
Project
Mindanao
Geothermal
Project
Total

None of the properties owned by the Company is subject to any mortgage, lien, or encumbrance.
Leased properties for the Pagudpud, Burgos 1, Matnog 1, Matnog 2, and Matnog 3 Wind Projects
have a lease term of five (5) to ten (10) years and are used for the 80-meter meteorological masts
erected for gathering wind data over the project site.
Other geothermal sites that have existing lease agreements generally have a mid-term lease and are
used for access roads and drilling pads where the need to use the property is immediate, temporary,
but renewable. Lease payments are usually paid in full for the whole duration of the contract at the
start of the lease term. Transmission line lease agreements are long-term in nature and are always
paid in full.
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The following table provides details on the Company’s leased properties:

Location/Project
Northern Negros
Geothermal
Project
Southern Negros
Geothermal
Project
Leyte Geothermal
Project

Burgos Wind
Project
Pagudpud Wind
Project
Burgos 1 Wind
Project
Matnog 1 Wind
Project
Matnog 2 Wind
Project
Matnog 3 Wind
Project
Total
●

Parcels
of land

119

17
9

263

6

1

1

1

1
418

Structures
Dedicated pointto-point limited
facilities
Pipelines, Drilling
Pads and Access
Roads
Drilling Pads,
Access Roads
Wind farm area /
Dedicated pointto-point limited
facilities
80-meter
Meteorlogical
Mast
80-meter
Meteorlogical
Mast
80-meter
Meteorlogical
Mast
80-meter
Meteorlogical
Mast
80-meter
Meteorlogical
Mast

Lease
Amount
(in Php
millions)

Duration
of lease

Payment
Terms

Longterm

One time

0.27 NA

Annual
One
Time

0.30 Renewable
First option to
1.37 buy

2 years
25 years

25 years
5 years

One
Time
One
Time

Renewal
options

Renewable,
with first
93.17 option to buy

0.884
5 years

One
Time

10 years

One
Time

5 years

One
Time

5 years

One
Time

NA
0.092
Renewable
0.211
Renewable
0.105
Renewable
0.079
96.481

First Gen Hydro Power Corporation

The 132 MW Pantabangan Hydroelectric Power Plant (“PHEP”) is located at the foot of the
Pantabangan dam and consists of two generators, each capable of generating full load power of 60.40
MW. Each generator is coupled to a vertical shaft Francis Turbine that converts the kinetic energy of
the water from the dam at a design head of 75 meters.
The electric power output of PHEP is delivered to the Luzon Grid through a 13.8kV/230kV Ring Bus
Switchyard, composed of two 75 MVA transformers.
Located some 7 kms. downstream of PHEP is the 12 MW Masiway Hydroelectric Power Plant
(“MHEP”). It uses a Kaplan turbine to convert the energy of the low head but high flow release of
water from the Masiway re-regulating dam. The power output of MHEP is delivered to the Grid
through a switchyard mainly composed of a 15 MVA transformer, switching and protective
equipment all owned by FG Hydro. In 2015, FG Hydro replaced the excitation, protection and
governor system as well as the main step-up transformer of MHEP.
For both PHEP and MHEP, the power components owned and operated by FG Hydro are the power
houses and generating equipment plus auxiliary systems, warehouses, lay down and areas associated
with the powerhouses. In addition, FG Hydro also owns the steel penstock and main step-up
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transformers at PHEP. For MHEP, the intake and trash rack machine as well as the main step-up
transformer that include the 69KVswitchyard equipment are owned by FG Hydro. The transmission
facilities including the switchyard at PHEP are owned by National Grid Corporation of the
Philippines.
The volume of water release from the Pantabangan reservoir is based on the Irrigation Diversion
Requirement of the National Irrigation Administration (“NIA”). NIA operates and maintains the nonpower components which include the watershed, spillway, intake structures of PHEP, and
Pantabangan and Masiway reservoirs.
●

Green Core Geothermal, Inc.

Located in Valencia, Negros Oriental, the Palinpinon geothermal power plant consists of two power
stations, Palinpinon I and II, which are approximately five kilometers apart. Commissioned in 1983,
Palinpinon I comprises three 37.5–MW steam turbines for a total rated capacity of 112.5 MW.
Palinpinon II, on the other hand, consists of three (3) modular power plants: Nasuji, Okoy 5, and
Sogongon. The 20-MW Nasuji was commissioned in 1993, while the 20-MW Okoy 5 went on stream
in 1994. Started in 1995, Sogongon consists of the 20-MW Sogongon 1 and 20-MW Sogongon 2.
Situated in SitioSambaloran, Barangay Lim-ao, Kananga, Leyte province in Eastern Visayas, the
Tongonan 1 geothermal power plant consists of three (3) 41-MW units, which went into commercial
operations in 1983. Both plants use steam supplied by EDC.
●

Bac-Man Geothermal Inc.

Located in Bacon, Sorsogon City and Manito, Albay in the Bicol region, the Bac-Man Geothermal
Power Plant facilities consist of two (2) steam power generating plant complexes. Bac-Man I facility
originally included two (2) 55-MW units, which were both commissioned in 1993. Bac-Man II
facility, on the other hand, originally consisted of two (2) 20-MW units namely, Cawayan (located in
Barangay Basud) and Botong (located in Osiao, Sorsogon City). Following the plant acquisition in
2010, BGI relocated the non-operational Botong equipment to Cawayan and rehabilitated the two (2)
units at Bac-Man I facility. Bac-Man Geothermal Power Plant now operates with a re-rated capacity
of two (2) 60-MW units in Bac-Man I and one (1) 20-MW unit (Cawayan) in Bac-Man II for a total
gross capacity of 140-MW. EDC supplies the steam to the Bac-Man Geothermal Power Plants.
●

EDC Burgos Wind Power Corporation

Located in the municipality of Burgos, Ilocos Norte, EBWPC hosts the 150-MW Burgos Wind
Project. The Burgos wind farm is comprised of fifty (50) units of wind turbine generators spread
across over 680 hectares and spans across the three (3) barangays of Saoit, Nagsurot, and Poblacion.
Each wind turbine is designed with a 3.0-MW capacity, totalling 150-MW. Aside from the turbines,
located also within the power plant compound is a substation that serves as the dispatch point of the
electricity. A 43-km point-to-point connection asset from the Burgos substation to the Laoag
substation owned by the National Grid Corporation of the Philippines transmits the electricity into the
Luzon grid.
The Burgos Wind Farm started commercial operations in November 2014 and is operating under the
feed-in-tariff regime.
●

Unified Leyte Geothermal Energy, Inc.

Current operation involves managing and/or trading of 40-MW Strips of Energy from ULGPP under
the IPPA Agreement with PSALM.
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●

EDC Siklab Power Corporation

In January 2017, EDC Siklab Power Corporation (“EDC Siklab”), a wholly owned subsidiary of
EDC, started to generate electricity from its 1,030 kilowatt (“kW”) solar rooftop system in Gaisano
Capital’s mall in La Paz District, Iloilo. As of December 31, 2019, EDC Siklab operates the solar
rooftop systems in the following Gaisano Capital malls:
•
•
•
•
•
•
•
•
•

La Paz, Iloilo (1,030 kW)
Kalibo, Aklan (762 kW)
Oton, Iloilo (614 kW)
Passi, Iloilo (614 kW)
Balasan, Iloilo (614 kW)
Sogod, Southern Leyten (547 kW)
Ormoc City (547 kW)
Sorsogon City (448 kW)

Other Subsidiaries

The following are the holding companies as of December 31, 2019:
• EWEHI
• EDC Peru Holdings
• EWEHI2
• EDC Chile Holdings
• EHIL
• EGC
• EDC HKL
• EBSEHI
• EDC HIIL
The following are the non-operating local subsidiaries as of December 31, 2019:
• Sinag
• I1REC
• SNGI
• M1REC
• Sinag Iloilo
• M2REC
• Siklab Iloilo
• M3REC
• BEDC
• N1REC
• ECVPC
• CREC
• EPWPC
• BREC3
• EPBWPC
• BREC4
• EBBWPC
The following are the non-operating international subsidiaries as of December 31, 2019:
• EDC Chile Limitada
• Geotermica Tutupaca
• EDC Geotermica Chile
• EDC Energia Geotermica
• EDC Geotermica Peru
• EDC Progreso
• PT EDC
• Geotermica Loriscota
• PT PB
• EDC Energia Renovable
• EDC Peru
• EDC Soluciones Sostenibles
• EDC Geotermica Del Sur
• EDC Energia Verde Chile
• EDC Energia Azul
• EDC Energia de la Tierra
• Geotermica Crucero
• EDC Desorollo
• EDC Energia Peru
• EDC Energia Verde Peru
LEGAL PROCEEDINGS
There are no material pending legal proceedings to which the Company is a party to or to which any
of its material properties are subject. Nonetheless, the Company is involved in various legal
proceedings on matters that are in the ordinary course of business. The Company believes that these
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cases do not have a material effect on the Company’s financial position and results of operations.
Discussed briefly below are some pending legal proceedings involving the Company.
▪

Expropriation Proceedings
Several expropriation proceedings filed by the Republic of the Philippines, through the DOE and
PNOC, to acquire lands needed by the Company for its power plants and projects are still pending
before various Philippine courts, in particular, with respect to the land requirements of the Leyte
Geothermal Production Field, the Southern Negros Geothermal Production Field, the Bacman
Geothermal Production Field, and the Burgos Wind Project.

▪

Tax Cases
a) Real Property Taxes
From 2009 to 2019, the Company and its subsidiaries, namely, BGI, GCGI, EBWPC, and EDC
Siklab, paid under protest, and applied for the refund, of real property taxes in excess of the
preferential real property tax rate of 1.5% under Section 15(c) of the RE Act. The foregoing
protests have been appealed to the respective Local Board of Assessment Appeals (“LBAA”) and
Central Board of Assessment Appeals (“CBAA”) having jurisdiction over the said cities and
provinces, and these appeals are still pending with the LBAA or CBAA as of December 31, 2019.
The Company and GCGI also have several appeals pending with the LBAA in relation to
assessments or claims for exemption of certain real properties, including machineries and
equipment for pollution control or environmental protection, which are exempt from RPT. These
proceedings are pending with the LBAA or CBAA as December 31, 2019.
b) Franchise Taxes
The Province of Leyte assessed the Company for franchise taxes in respect of the operations from
2000-2004, 2006, and 2007 of its geothermal power plants in the Province. The Company
seasonably filed the corresponding appeals before the Regional Trial Court (“RTC”) of Tacloban
City, Leyte, for the annulment of the assessments. In relation to these cases, there is a pending
case in the Supreme Court regarding the Company’s motion for the issuance of a Writ of
Preliminary Injunction restraining the Province from levying and collecting franchise taxes from
the Company.
In December 2008, the Company received a Consolidated Notice of Assessment and Demand for
Payment from the Province of Leyte, demanding from the Company the payment of franchise tax.
This assessment cancelled previous assessments since the new assessment covers the period
starting 1998 until 2006. The matter is currently under appeal before the RTC of Tacloban City,
Leyte.
On March 22, 2017, GCGI filed a Complaint with the RTC in Tacloban City, Leyte to appeal the
inaction of the Provincial Treasurer of Leyte on GCGI’s protest letter against the franchise tax
assessment for the period 2010-2015. The case is still pending with the RTC as of
December 31, 2019.
The Company and GCGI believe that they are not liable for franchise tax since they are not
holders of any legislative franchise, local or national, and a franchise is not required for their
operations or business.
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c) Input Value-Added Tax
In 2009, the Company filed Petitions for Review with the Court of Tax Appeals (“CTA”) with
respect to its un-acted claim from the Bureau of Internal Revenue (“BIR”) for tax credit on input
value-added tax (“VAT”) relating to the Company’s VAT zero-rated sales for 2007 and 2008.
The 2007 and 2008 input VAT claims have been appealed up to the Supreme Court where they
are still pending as of December 31, 2019. The Company believes that it is entitled to a tax
refund or tax credit of its unutilized input taxes attributable to VAT zero-rated sale of renewable
energy pursuant to the provisions of the RE Act and the National Internal Revenue Code, as
amended.
In 2016, EBWPC filed a Petition for Review with the CTA with respect to the denial by the BIR
of its administrative claim for tax refund or tax credit of its input VAT for the 1 st and 2nd quarters
of 2014 attributable to VAT zero-rated sales. EBWPC believes that it is entitled to a tax refund or
tax credit of its unutilized input taxes attributable to VAT zero-rated sales of wind energy
pursuant to the provisions of the RE Act and the National Internal Revenue Code, as amended.
The case is still pending with the CTA as of December 31, 2019.
▪

Civil Cases
As of December 31, 2019, there are civil cases to which EDC is a party. The Company does not
believe that an adverse result from these cases pose a material risk to the Company’s operations.

▪

Labor Cases
As of December 31, 2019, there are pending labor cases against the Company, most of which deal
with plaintiffs’ claims of illegal dismissal and backwages. The Company does not believe that
these cases pose a material risk to the Company’s operations.
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PART II – SECURITIES OF THE REGISTRANT
MARKET INFORMATION
The Parent Company’s common shares were listed with the Philippine Stock Exchange, Inc. (“PSE”)
on December 13, 2006 at an Initial Public Offering price of P3.20 per share. The high and low share
prices for 2018 are indicated in the following table:

Period
2018
1st Quarter
2nd Quarter
3rd Quarter
4th Quarter

Highest Close
Price (P)
Date
6.01
5.56
7.08
8.00

Mar. 13, 2018
Apr. 2, 2018
Sep. 28, 2018
Oct. 23, 2018

Lowest Close
Price (P)
Date
5.51
5.14
4.92
6.87

Feb. 22, 2018
May 18, 2018
Aug. 6, 2018
Oct. 30, 2018

On August 7, 2018, the Board of Directors (“BOD”) of the Parent Company approved the voluntary
delisting (the “Delisting”) of its common shares from the Main Board of the PSE, and, in accordance
with the PSE’s delisting rules and regulations, the conduct of a tender offer (the “Tender Offer”) for
up to 2,040,006,713 common shares held collectively by all shareholders of the Parent Company other
than Red Vulcan, First Gen Corporation (“First Gen”), Northern Terracotta Power Corp. (“NTPC”),
and Philippines Renewable Energy Holdings Corporation (“PREHC”). This represented all remaining
EDC common shares that were held by the public, and which equated to approximately 10.9% of its
total outstanding common shares.
EDC’s Tender Offer Price of P7.25 per share represented a 46% premium over the closing share price
of P4.95 on August 7, 2018 and a 40% premium over the three-month volume weighted average price
of P5.18. The independent financial adviser, KPMG, issued an opinion based on an independent
valuation that the Tender Offer Price is fair and reasonable from a financial point of view.
On September 19, 2018, the Parent Company filed the petition for the Delisting with the PSE.
The Tender Offer began on September 25, 2018 until October 22, 2018. Following the completion of
the Tender Offer, a total of 2,009,107,731 common shares, representing approximately 10.72% of the
Parent Company's outstanding voting shares were tendered pursuant to the Tender Offer, accepted and
thereafter purchased by the Parent Company via a block sale through the facilities of the PSE on
November 5, 2018. The shares were purchased at the Tender Offer Price with a total transaction
value of P
=14,566.0 million.
On November 14, 2018, the BOD of the PSE granted the petition for voluntary delisting filed by the
Parent Company, and accordingly, ordered the delisting of the Parent Company’s common shares
from the official registry of the PSE (electronic board and ticker) effective on November 29, 2018.
As of December 31, 2019, there were 961 common stockholders of record and public float was at
0.18% (or 29,920,520 common shares).
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List of Top 20 Stockholders as of December 31, 2019
Rank

Name

1

Red Vulcan Holdings Corporation
Philippines Renewable Energy Holdings
Corporation
First Gen Corporation
Northern Terracotta Power Corporation
SCB OBO GSI SEC CLEAR A/C
Boston Common International Sustainable
Climate Fund, LLC
PCD Nominee Corporation (Filipino)
JP Morgan Securities PLC
Allianz Global Investors (Taiwan) Limited
OBO Allianz Global Investors Rising Asia
Fund
Elizabeth L. Bengzon
HSBC Manila OBO 000-596551-550
HSBC Manila OBO 000-599746-550
Deutsche Bank AG Manila OBO UBS
LDN IPB SCA A/C 12107074001
Rosalind Camara
Deutsche Bank AG Manila OBO DBTCA
ADR DEPT A/C 12069784000
Deutsche Bank AG Manila OBO DB LDN
EQT HSE A/C 12036454000
Virginia Maria D. Nicolas
Deutsche Bank AG Manila OBO UBS
LDN-ASIA EQ A/C 12106244000
HSBC Manila OBO 000-137919-550

2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

Preferred
9,375,000,000

Number of Shares
Common
7,500,000,000

-

9,226,249,810

9,226,249,810

34.91%

-

148,910,559
148,092,918
7,371,505

148,910,559
148,092,918
7,371,505

0.56%
0.56%
0.03%

-

3,317,800

3,317,800

0.01%

-

2,406,630
1,749,945

2,406,630
1,749,945

0.01%
0.01%

-

1,609,500

1,609,500

0.01%

-

956,000
933,298
849,500

956,000
933,298
849,500

0.00%
0.00%
0.00%

-

833,827

833,827

0.00%

-

663,750

663,750

0.00%

-

470,700

470,700

0.00%

-

469,128

469,128

0.00%

-

393,000

393,000

0.00%

-

325,800

325,800

0.00%

-

322,500

322,500

0.00%

-

306,800

306,800

0.00%

SCB OBO BCSL Client AC PB Cayman
Clients

Total
16,875,000,000

Percentage
63.85%

COMPANY’S SHARE CAPITAL
On October 12, 2009, the SEC approved the increase in EDC’s authorized capital stock from
=15.1 billion to P
P
=30.1 billion divided into 30 billion common shares with a par value of P
=1.00 per
share and 15.0 billion preferred shares with a par value of P
=0.01 per share by way of common stock
dividends (totaling 3.75 billion common shares with any fractional shares being subscribed by the
EDC Retirement Fund and/or Trust for the EDC Executive/Employee Stock Ownership Plan) and the
subscription by the current preferred stockholders to 1.875 billion preferred shares, representing 25%
of the increase in the preferred shares at par value. The stock dividends were distributed on
November 23, 2009 to stockholders as of the record date of October 27, 2009.
On November 24, 2014, the SEC approved the reclassification of EDC's 3,000,000,000 common
shares with a par value of P
=1.00 per share or aggregate par value of P
=3,000.0 million out of the
unissued authorized common stock, to 300,000,000 non-voting preferred shares with a par value of
=10.00 per share or aggregate par value of P
P
=3,000.0 million thereby creating a new class of preferred
shares.
On August 3, 2017, EDC received notice from PREHC that PREHC filed a Tender Offer Report with
the Philippine SEC in which it indicated that it will launch a voluntary tender offer to acquire up to a
maximum of 8.9 billion common shares of EDC, representing approximately 31.7% of EDC’s total
outstanding voting shares, at a price of P
=7.25 per share. PREHC is indirectly held by a consortium of
investors comprising funds managed by Macquarie Infrastructure Management (Asia) Pty Limited,
Singapore Branch, a member of MIRA, and Arran Investment Pte Ltd, an affiliate of GIC Pte Ltd. of
Singapore.
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The tender offer began on August 10, 2017 and ended on September 18, 2017.
The completion of the tender offer resulted to PREHC owning 31.7% of EDC’s outstanding voting
shares while Red Vulcan retains the controlling interest with 60.0% ownership of EDC’s outstanding
voting shares.
On August 7, 2018, the BOD of EDC approved the voluntary delisting of its common shares from the
Main Board of the PSE and, in accordance with the PSE’s delisting rules and regulations, the conduct
of a tender offer for up to 2,040,006,713 common shares held collectively by all shareholders of the
Company other than Red Vulcan, First Gen, NTPC, and PREHC, at a price of P
=7.25 per common
share.
On September 19, 2018, EDC filed a petition for the Delisting with the PSE.
The Tender Offer began on September 24, 2018 and ended on October 22, 2018.
Following the completion of the Tender Offer, a total of 2,009,107,731 common shares, representing
approximately 10.72% of the EDC’s outstanding voting shares were tendered pursuant to the Tender
Offer, accepted and thereafter purchased by EDC via a block sale through the facilities of the PSE on
November 5, 2018. The shares were purchased at the Tender Offer Price with a total transaction
value of P
=14,566.0 million.
On November 14, 2018, the BOD of the PSE granted the petition for voluntary delisting filed by EDC
and accordingly ordered the delisting of the EDC’s common shares from the official registry of the
PSE (electronic and board ticker) effective on November 29, 2018.
On December 3, 2018, the BOD of EDC approved the issuance of additional 326,250,000 nonpreemption common shares to PREHC out of its existing unissued capital stock at an issue price of
=7.25 per common share.
P
The ownership of the Parent Company’s preferred shares is limited to Filipino citizens. The issued
and outstanding voting preferred shares are entitled to 8% cumulative dividends. On April 5, 2019
and May 9, 2019, the BOD and the stockholders, respectively, approved the amendment to the
Seventh Article of the Articles of Incorporation of the Parent Company, to increase the dividends of
the voting preferred shares by adding a fixed annual dividends at the rate as may be determined and
revised from time to time by the BOD, in addition to the current dividend rate of eight percent (8%) of
the par value of the voting preferred shares. The Amended Articles of Incorporation of the Parent
Company was approved by the Philippine SEC on October 17, 2019. Red Vulcan holds the entire
9.4 billion outstanding voting preferred shares equivalent to 35.5% voting interest in EDC as of
December 31, 2019. The combined interest of Red Vulcan entitles it to 63.9% voting interest and
44.0% economic interest in EDC as of December 31, 2019.
Total outstanding stock as of December 31, 2019 consists of 17,053,183,392 common shares and
9,375,000,000 preferred shares.
Details of the number of common and preferred shares as of December 31, 2019 are as follows:

Par value
Number of shares:
Authorized
Issued
Less: Treasury stock
Outstanding

Common
=1.00
P
27,000,000,000
19,076,250,000
2,023,066,608
17,053,183,392
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Voting preferred Non-voting preferred
=0.01
P
=10.00
P
15,000,000,000
9,375,000,000
–
9,375,000,000

300,000,000
–
–
–

Each common share is equal in all respects to every other common share. All the common shares
have full voting and dividend rights. The rights of EDC’s shareholders include the right to notice of
shareholders’ meetings, the right of inspection of the Company’s corporate books, and other
shareholders’ rights contained in the Revised Corporation Code, the SEC Code of Corporate
Governance, and the Company's Manual on Corporate Governance. Notice of shareholders’ meetings
is provided by mail or by hand.
Holders of common shares are entitled to receive annual cash dividends of at least 30% of the prior
year’s recurring net income based on the recommendation of the Board of Directors. Such
recommendation will take into consideration factors such as current and prospective debt service
requirements and loan covenants, the implementation of business plans, operating expenses, budgets,
funding for new investments and acquisitions, appropriate reserves and working capital, among
others. In this connection, covenants in certain loan agreements entered into by the Company restrict
the distribution of dividends to the Company’s stockholders if such distribution will impair the
Company’s ability to pay its obligations or if an event of default or a prospective event of default (as
defined in the loan agreement) has occurred and has not been remedied to the satisfaction of the
creditor(s).
The following are the featuures of the preferred shares:
Voting Preferred Shares
1. Voting
2. Cumulative dividend rate of 8.0 % p.a.
3. Fixed annual dividends at the rate as may be determined and revised from time to time by the
BOD
4. Non-participating in any further dividends distributed to common shareholders
5. EDC may redeem at par in the event that restrictions on foreign share ownership are lifted
6. Non-convertible
7. No pre-emptive rights
8. Preference over common shares in case of liquidation or dissolution
9. Generally not transferrable and assignable
Non-voting Preferred Shares
1. Non-voting
2. Cumulative dividends at rate to be determined by the Board of Directors at the time of issuance
3. Non-participating in any further dividends distributed to common shareholders
4. EDC may redeem at its option. Once redeemed, non-voting preferred shares shall become treasury
shares which may be re-issued or resold by EDC
5. Non-convertible
6. No pre-emptive rights
7. Preference over voting preferred shares and common shares in case of liquidation or
dissolution
8. Transferrable and assignable, subject to legal and regulatory restrictions
CASH DIVIDENDS

Following are the dividends declared by the Parent Company:
Declaration date
2019:
May 24, 2019

Record date

Payment date

Shareholders

Description

May 23, 2019

June 19, 2019

November 15, 2019

December 20, 2019

January 16, 2020

Common
Preferred
Preferred
Preferred
Common

Regular
Regular
Regular
Regular
Regular
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Dividend
per share
=0.1759
P
0.0305
0.0008
0.0008
0.2461

Total amount
=2,999,822,352
P
286,000,000
7,500,000
7,500,000
4,200,000,000
=7,500,822,352
P

Declaration date
2017:
February 28, 2017

Record date

Payment date

Shareholders

Description

March 20, 2017

April 12, 2017

Common
Preferred

Regular
Regular

Dividend
per share
=0.14
P
0.0008

Total amount
=2,623,181,400
P
7,500,000
=2,630,681,400
P

No dividends were declared in 2018.
RECENT SALE OF UNREGISTERED OR EXEMPT SECURITIES
On January 21, 2011, the Company issued its maiden ten (10)-year USD Bond (the “USD Bonds”) in
the aggregate principal amount of $300.0 million. The USD Bonds are listed on the Singapore
Exchange Securities Trading Limited or SGX-ST. The offer and sale of the USD Bonds in the
Philippines was limited to qualified buyers as enumerated in Section 10.1(l) of the SRC and to
Primary Institutional Lenders, as the term is defined in the Amended Implementing Rules and
Regulations of the SRC. The proceeds of the USD Bonds were used to fund the Company’s growth
projects, capital expenditures, debt servicing requirements, and other general corporate purposes. In
April 2017, EDC launched a bond tender exercise and successfully bought back $66.8 million at the
price of $1,110.0 per $1,000.0 principal amount of the USD Bonds. EDC also bought back a total of
$22.2 million from Eastwest Bank and PNB in the same year. The buyback was funded through
fifteen (15)-year and ten (10)-year bilateral loans with various local banks amounting to P
=4.0 billion.
The Company initiated another bond tender in February 2019 and was able to acquire approximately
$29.9 million in nominal amount of the Notes from the market at the price of$1,057.0 per $1,000.0
principal amount of the Notes. The purchase was funded through internally generated funds of EDC.
On June 17, 2011, the Company entered into a credit agreement for $175.0 million syndicated term
loan facility (the “Refinanced Club Loan”) with a syndicate of lender banks. Members of the
syndicate were all Primary Institutional Lenders, as the term is defined in Rule 9.2(2)(b) of the
Amended Implementing Rules and Regulations of the SRC. The proceeds of the Refinanced Club
Loan were used to repay the Company’s 2010 Club Loan. Final maturity of the Refinanced Club
Loan was on June 17, 2017 with 50% of the loan (equivalent to $87.5 million) remaining. The
balloon maturity was refinanced through five (5), ten (10) and fifteen (15)-year loans with various
local banks amounting to P
=4.0 billion.
On April 19 and April 25, 2012, the Company issued ten (10)-year Fixed Rate Corporate Notes
(the “Notes”) in the aggregate principal amount of P
=7.0 billion. The Notes were offered to not more
than nineteen (19) Primary Institutional Lenders, as the term is defined in the Amended Implementing
Rules and Regulations of the SRC. The proceeds of the Notes issuance were used to refinance its
existing FXCNs and fund other general corporate purposes. The Notes were considered exempt
securities under SRC Rule 9.2(2)(b).
On March 21, 2013, the Company entered into a credit agreement for an $80.0 million syndicated
term loan facility (the “Club Loan”) with a group of lender banks. Members of the syndicate were all
Primary Institutional Lenders, as the term is defined in Rule 9.2(2)(b) of the Amended Implementing
Rules and Regulations of the SRC. The proceeds of the Club Loan were used to fund the capital
expenditure needs and other general corporate purposes of EDC or its subsidiaries. The term loan
(with an outstanding amount of $72.8 million) matured last June 21, 2018 and repayment was
financed partially by internally generated funds and partially through bilateral loans with local banks.
On October 17, 2014, the Company signed a $315.0 million financing agreement with a group of
foreign and local banks for the construction of the 150-MW Burgos Wind Project (“BWP”) in Ilocos
Norte. The facility, which consists of 60% US dollar and 40% Philippine peso tranches, will mature
in fifteen (15) years.
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Eksport Kredit Fonden, Denmark’s export credit agency, guaranteed a part of the dollar loan
component. The Mandated Lead Arrangers for the foreign tranche are Australia and New Zealand
Banking Group Limited (“ANZ”), DZ Bank AG, ING Bank, a branch of ING DiBa AG, ING Bank
NV., Singapore Branch, Malayan Banking Berhad (“Maybank”) and Norddeutsche Landesbank
Gironzentrale. Asian Development Bank subsequently purchased a portion of the exposure from the
foreign banks in December 2015. The local tranche, meanwhile was arranged by PNB Capital and
Investment Corporation and SB Capital Investment Corporation among a syndicate of local lenders
namely BDO Unibank, Inc., Land Bank of the Philippines, Philippine National Bank, and Security
Bank Corporation.
In 2015, the Company executed a P
=291.2 million fifteen (15)-year loan with Development Bank of the
Philippines. The facility financed phase 1 of the 4.16MW solar project in Burgos, Ilocos Norte. On
the subsidiary level, Green Core Geothermal Inc. signed and had fully drawn P
=8.5 billion fixed rate
corporate notes from various local banks last March 6, 2015. The proceeds were used to refinance the
original P
=8.5 billion bonds at the parent level. Bacman Geothermal Inc. also executed P
=5.0 billion
fixed rate corporate notes last September 9, 2015 to fund corporate expenditures as well as future
growth projects. The facilities were fully drawn last October 7, 2015 and December 7, 2015.
In 2016, EDC signed loan agreements with Union Bank of the Philippines and Security Bank
Corporation for P
=5.0 billion and P
=1.0 billion respectively, where the Company drew a total of
=2.5 billion from these two banks to refinance P
P
=3.5 billion Peso bonds which matured on
December 4, 2016. Remaining amount was funded through internally generated cash.
In 2018, the Company closed its third loan with International Finance Corporation amounting to
$90 million. The facility will be used for EDC’s medium-term capital expenditure program. Also in
the same year, EDC executed three (3)-year floating-rate loans amounting to P
=11.5 billion with
various local banks. Loan proceeds were used for the refinancing of $80.0 million syndicated term
loan facility and other general corporate purposes. All floating loans were prepaid by the end of the
second quarter of 2019 given EDC’s robust cash reserves.
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PART III – FINANCIAL INFORMATION
Management Discussion and Analysis of Results of Operations and Financial Condition
The following discussion focuses on the results of operations and financial condition of the Company.
A. FINANCIAL RESULTS FOR THE YEARS ENDED DECEMBER 31, 2019, 2018 AND 2017
Financial results for the years ended December 31, 2019, 2018 and 2017
CONSOLIDATED (AUDITED)
2019
2018
2017

(Amounts in Million Pesos)
Income Statement Data
Revenue
Income before income tax
Foreign exchange gains (losses) - net
Net income
Net income attributable to equity holders of the
parent company
Recurring net income
Recurring net income attributable to equity holders
of the parent company

(Amounts in Million Pesos)
Balance Sheet Data

P41,868.4
13,455.4
68.9
12,352.8

P37,985.6
10,859.5
(518.4)
9,595.5

P33,255.2
8,976.4
(50.2)
7,941.5

11,931.2
12,025.4

9,403.8
9,166.9

7,709.5
9,001.8

11,605.1

8,976.1

8,776.5

2019

ASSETS
Total current assets
Property, plant and equipment
Goodwill and intangible assets
Exploration and evaluation assets
Deferred tax assets – net
Financial assets at fair value through other
comprehensive income
Available-for-sale investments
Derivative assets
Other non-current assets
Total Assets
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As at December 31
2018
2017

P29,568.9
90,559.3
4,054.6
3,117.4
866.1

P28,379.3
90,702.1
4,067.1
3,076.2
980.6

P26,993.4
92,557.8
4,019.4
3,063.2
1,037.5

517.5
42.9
6,150.2
P134,876.9

434.1
175.2
8,111.5
P135,926.1

707.2
51.0
9,157.6
P137,587.1

(Amounts in Million Pesos)
LIABILITIES AND EQUITY
Total current liabilities
Long-term debts - net of current portion
Long-term lease liability – net of current portion
Net retirement and other post employment benefits
Derivative liabilities
Deferred tax liabilities, net
Provision and other long-term liabilities
Total Liabilities
Equity attributable to equity holders of the Parent
Company
Non-controlling interest
Total Equity
Total Liabilities and Equity

2019

As at December 31
2018
2017

P22,794.1
47,987.2
279.8
1,552.8
259.5
14.5
2,184.0
75,071.9

P15,014.0
61,443.3
1,144.5
7.4
244.9
1,834.7
79,688.8

P18,672.1
57,381.6
885.3
80.2
66.2
1,905.8
78,991.2

57,838.9
1,966.1
59,805.0
P134,876.9

54,289.3
1,948.0
56,237.3
P135,926.1

56,757.9
1,838.0
58,595.9
P137,587.1

FINANCIAL HIGHLIGHTS
December 2019 vs. December 2018 Results
1) Energy sales volume increased by 4.0% or by 354.8 GWh to 9,300.1 GWh in 2019 from the
8,945.3 GWh in 2018. Full year 2019 revenue improved by 10.2% or P3,882.8 million to
P41,868.4 million from P37,985.6 million in 2018 primarily due to higher generation.
2) The recurring net income generated in 2019 increased by 31.2% or P2,858.5 million to
P12,025.4 million from P9,166.9 million in 2018. The increase was mainly attributable to higher
revenue (P3,882.8 million) and lower net financial expense (P243.2 million) partly offset by
combined increase in recurring cost of sale and general and administrative expenses
(P1,424.3 million).
3) The Company posted a net income of P12,352.8 million in 2019, a 28.7% or P2,757.3 million
increase from the P9,595.5 million in the previous year. The increase was mainly due to higher
revenue by P3,882.8 million and lower net financial expense by P
=243.2 million partly offset by
the combined increase in costs of sale and general and administrative expenses amounting to
=1,688.5 million.
P
Net income in 2019 represented 29.5% of total revenue as compared to 25.3% in 2018.
Major Transactions for 2019
•
•
•
•
•

P3,882.8 million higher revenue as compared to 2018;
P1,688.5 million increase in operating expense;
P587.3 million turnaround from foreign exchange losses-net in 2018 (P518.4 million) to
foreign exchange gains-net in 2019 (P68.9 million);
P314.3 million lower miscellaneous income; and
P243.2 million lower financial expense.
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INCOME STATEMENT
December 2019 vs. December 2018 Results

(Amounts in PHP millions)
REVENUE
Sale of electricity
COSTS OF SALE OF ELECTRICITY
Costs of sale of electricity
GENERAL AND ADMINISTRATIVE
EXPENSES
FINANCIAL INCOME (EXPENSE)
Interest income
Interest expense
OTHER INCOME (CHARGES)
Loss on loan extinguishment
Foreign exchange losses – net
Miscellaneous, net
`
INCOME BEFORE INCOME TAX
BENEFIT FROM (PROVISION FOR)
INCOME TAX
Current
Deferred
NET INCOME
Net income attributable to:
Equity holders of the Parent Company
Non-controlling interest
EBITDA
RECURRING NET INCOME
Recurring net income attributable to:
Equity holders of the Parent Company
Non-controlling interest

HORIZONTAL ANALYSIS
Favorable (Unfavorable)
Variance
Amount
%

Dec. 2019

Dec. 2018

41,868.4

37,985.6

3,882.8

(19,848.5)

(19,092.8)

(7,122.2)

VERTICAL ANALYSIS

2019

2018

10.2%

100.0%

100.0%

(755.7)

4.0%

-47.4%

-50.3%

(6,189.4)

(932.8)

15.1%

-17.0%

-16.3%

564.4
(3,887.9)
(3,323.5)

529.3
(4,096.0)
(3,566.7)

35.1
208.1
243.2

6.6%
-5.1%
-6.8%

1.3%
-9.3%
-7.9%

1.4%
-10.8%
-9.4%

(114.7)
68.9
1,927.0
1,881.2
13,455.4

(518.4)
2,241.3
1,722.9
10,859.6

(114.7)
587.3
(314.3)
158.3
2,595.8

0.0%
-113.3%
-14.0%
9.2%
23.9%

-0.3%
0.2%
4.6%
4.5%
32.1%

0.0%
-1.4%
5.9%
4.5%
28.6%

(1,139.4)
36.8
(1,102.6)
12,352.8

(1,040.4)
(223.7)
(1,264.1)
P9,595.5

(99.0)
260.5
161.5
P2,757.3

9.5%
-116.5%
12.8%
28.7%

-2.7%
0.1%
-2.6%
29.5%

-2.7%
-0.6%
-3.3%
25.3%

11,931.2
421.6
22,097.6
12,025.4

9,403.8
191.7
19,271.9
9,166.9

2,527.4
229.9
2,825.7
2,858.5

26.9%
119.9%
14.7%
31.2%

28.5%
1.0%
52.8%
28.7%

24.8%
0.5%
50.7%
24.1%

11,605.1
420.3

8,976.1
190.8

2,629.0
229.5

29.3%
120.3%

27.7%
1.0%

23.6%
0.5%

Revenue
Energy sales volume increased by 4.0% or by 354.8 GWh to 9,300.1 GWh from the 8,945.3 GWh in
2019 and 2018, respectively. Full year 2019 revenue improved by 10.2% or P3,882.8 million to
P41,868.4 million from P37,985.6 million in 2018 primarily due to higher generation.
Costs of Sale of Electricity
Costs of sale of electricity increased by 4.0% or P755.7 million to P19,848.5 million in 2019 from
P19,092.8 million in 2018 mainly due to increase in the following:
•
•

P697.5 million purchased services and utilities; and
P344.8 million rental, insurance and taxes.

The above was partly offset by the P376.2 million decrease in repairs and maintenance.
General and Administrative Expenses
General and administrative expenses increased by 15.1% or P932.8 million to P7,122.2 million in
2019 from P6,189.4 million in 2018 mainly due to the following increases:
•
•

P604.6 million provision for doubtful accounts;
P215.2 million personnel costs;
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•
•

P192.4 million rental, insurance and taxes; and
P179.1 million depreciation and amortization.

The above was partly offset by the following decreases:
• P162.7 million purchased services and utilities; and
• P160.0 million reversal of impairment of parts and supplies inventories.
Financial Income (Expense)
Financial expenses-net decreased by 6.8% or P243.2 million to P3,323.5 million in 2019 from
P3,566.7 million in 2018.
Interest Income
Interest income increased by 6.6% or P35.1 million to P564.4 million in 2019 from
P529.3 million in 2018 mainly due to increase in total interest earned on cash and cash
equivalents, net of final tax.
Interest Expense
Interest expense decreased by 5.1% or P208.1 million to P3,887.9 million in 2019 from
P4,096.0 million in 2018 mainly due to loan prepayments.
Other Income (Charges)
Other income in 2019 amounted to P1,881.2 million, or a P158.3 million increase from
P1,722.9 million in 2018.
Loss on loan extinguishment
There was P114.7 million loss on loan extinguishment in 2019 and none in 2018.
Foreign exchange gains - net
Net foreign exchange gain amounted to P68.9 million in 2019 a 113.3% or P587.3 million
turnaround from P518.4 million foreign exchange loss in 2018. This is largely attributable to
PHP appreciation against USD in 2019 compared to 2018.
The comparative foreign exchange rates against the USD were as follows:
PHP:US$
P49.930
52.580
50.635

December 31, 2017
December 31, 2018
December 31, 2019
Miscellaneous, net

Miscellaneous income in 2019 amounted to P1,927.0 million, P314.3 million or 14.0% lower
from the P2,241.3 million in 2018. The movement was mainly due to lower income from
insurance claims and absence of gain on debt modification in 2019.
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Benefit from (Provision for) Income Tax
Current
The Company’s provision for current tax increased by 9.5% or P99.0 million to
P1,139.4 million in 2019 from P1,040.4 million in 2018 primarily on account of higher
taxable income.
Deferred
Deferred tax benefit amounted to P36.8 million in 2019 a P260.5 million turnaround from the
P223.7 million deferred tax provision in 2018. The movement was related to the movement of
foreign exchange rates.
Net Income
As a result, the Company’s net income increased by 28.7% or P2,757.3 million to P12,352.8 million
in 2019 from P9,595.5 million in 2018.
Net income in 2019 represented 29.5% of total revenue as compared to 25.3% in 2018.
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December 2018 vs. December 2017 Results

(Amounts in PHP millions)
REVENUE
Sale of electricity
COSTS OF SALE OF ELECTRICITY
Costs of sale of electricity
GENERAL AND ADMINISTRATIVE
EXPENSES
FINANCIAL INCOME (EXPENSE)
Interest income
Interest expense
OTHER INCOME (CHARGES)
Income from insurance claims
Foreign exchange losses – net
Loss on loan extinguishment
Miscellaneous, net
`
INCOME BEFORE INCOME TAX
BENEFIT FROM (PROVISION FOR)
INCOME TAX
Current
Deferred
NET INCOME
Net income attributable to:
Equity holders of the Parent Company
Non-controlling interest
EBITDA
RECURRING NET INCOME
Recurring net income attributable to:
Equity holders of the Parent Company
Non-controlling interest

HORIZONTAL ANALYSIS
Favorable (Unfavorable)
Variance
Amount
%

Dec. 2018

Dec. 2017

P37,985.6

P33,255.2

P4,730.4

(19,092.8)

(15,034.4)

(6,189.4)

VERTICAL ANALYSIS

2018

2017

14.2%

100.0%

100.0%

(4,058.4)

27.0%

-50.3%

-45.2%

(5,314.9)

(874.5)

16.5%

-16.3%

-16.0%

529.3
(4,096.0)
(3,566.7)

274.7
(4,130.6)
(3,855.9)

254.6
34.6
289.2

92.7%
-0.8%
-7.5%

1.4%
-10.8%
-9.4%

0.8%
-12.4%
-11.6%

2,307.0
(518.4)
(65.7)
1,722.9
10,859.6

643.5
(50.2)
(514.6)
(152.3)
(73.6)
8,976.4

1,663.5
(468.2)
514.6
86.6
1,796.5
1,883.2

258.5%
932.7%
-100.0%
-56.9%
-2,440.9%
21.0%

6.1%
-1.4%
0.0%
-0.2%
4.5%
28.6%

1.9%
-0.2%
-1.5%
-0.5%
-0.2%
27.0%

(1,040.4)
(223.7)
(1,264.1)
P9,595.5

(935.7)
(99.2)
(1,034.9)
P7,941.5

(104.7)
(124.5)
(229.2)
P1,654.0

11.2%
125.5%
-22.1%
20.8%

-2.7%
-0.6%
-3.3%
25.3%

-2.8%
-0.3%
-3.1%
23.9%

P9,403.8
191.7
P19,271.9
P9,166.9

P7,709.5
232.0
P19,099.2
P9,001.8

P1,694.3
(40.3)
P172.7
P165.1

22.0%
-17.4%
0.9%
1.8%

24.8%
0.5%
50.7%
24.1%

23.2%
0.7%
57.4%
27.1%

P8,976.1
190.8

P8,776.5
225.3

P199.6
(34.5)

2.3%
-15.3%

23.6%
0.5%

26.4%
0.7%

Revenue
Energy sales volume increased by 12.5% or by 993.9 GWh to 8,945.3 GWh from the 7,951.4 GWh in
2018 and 2017, respectively. Full year 2018 revenue up by 14.2% or P4,730.4 million to
P37,985.6 million from P33,255.2 million in 2017 primarily due to higher generation.
Costs of Sale of Electricity
Costs of sale of electricity increased by 27.0% or P4,058.4 million to P19,092.8 million in 2018 from
P15,034.4 million in 2017 mainly due to increase in the following:
•
•
•
•

P3,221.8 million purchased services and utilities;
P433.5 million rental, insurance and taxes;
P313.5 million depreciation and amortization; and
P162.5 million parts and supplies issued.

General and Administrative Expenses
General and administrative expenses increased by 16.5% or P874.5 million to P6,189.4 million in
2018 from P5,314.9 million in 2017 mainly due to the following increases:
•
•
•

P427.9 million purchased services and utilities;
P248.9 million personnel costs; and
P164.2 million rental, insurance and taxes.
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Financial Income (Expense)
Financial expenses-net decreased by 7.5% or P289.2 million to P3,566.7 million in 2018 from
P3,855.9 million in 2017.
Interest Income
Interest income increased by 92.7% or P254.6 million to P529.3 million in 2018 from
P274.7 million in 2017 due to increase in monthly average investible funds.
Interest Expense
Interest expense decreased by 0.8% or P34.6 million to P4,096.0 million in 2018 from
P4,130.6 million in 2017 mainly due to loan prepayments.
Other Income (Charges)
Other income in 2018 amounted to P1,722.9 million, or a P1,796.5 million turnaround from the other
charges of P73.6 million in 2017.
Income from insurance claims
P2,307.0 million insurance claims in 2018, a 258.5% or P1,663.5 million increase from
P643.5 million in 2017.
Loss on loan extinguishment
No loss on loan extinguishment in 2018 while a P514.6 million in 2017.
Foreign exchange losses - net
Net foreign exchange losses increased by 932.7% or P468.2 million to P518.4 million in 2018
from P50.2 million in 2017. The increase is largely attributable to further PHP depreciation
against USD in 2018 compared to 2017.
The comparative foreign exchange rates against the USD were as follows:
PHP:US$
P49.720
49.930
52.580

December 31, 2016
December 31, 2017
December 31, 2018
Miscellaneous, net

Miscellaneous charges in 2018 amounted to P65.7 million, a P86.6 million or 56.9% lower
from the P152.3 million in 2017. The movement was mainly due to gain on debt
modification in 2018.
Benefit from (Provision for) Income Tax
Current
The Company’s provision for current tax increased by 11.2% or P104.7 million to
P1,040.4 million in 2018 from P935.7 million in 2017 primarily on account of higher taxable
income.
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Deferred
Provision for deferred tax in increased by P124.5 million to P223.7 million in 2018 from the
P99.2 million in 2017. The movement was primarily due to lower recognition of deferred tax
asset on unrealized foreign exchange loss on realignment of foreign.
Net Income
As a result, the Company’s net income increased by 20.8% or P1,654.0 million to P9,595.5 million in
2018 from P7,941.5 million in 2017.
Net income in 2018 represented 25.3% of total revenue as compared to 23.9% in 2017.
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BALANCE SHEET
December 2019 vs. December 2018 Balances
Horizontal and Vertical Analysis of Material Changes as of December 31, 2019 and 2018

(Amounts In PHP millions)
ASSETS
Current Assets
Cash and cash equivalents
Financial asset at fair value through profit or loss
Trade and other receivables
Due from related parties
Parts and supplies inventories
Derivative assets
Other current assets
Total Current Assets
Noncurrent Assets
Property, plant and equipment
Goodwill and intangible assets
Exploration and evaluation assets
Deferred tax assets – net
Financial assets at fair value through other
comprehensive income
Derivative assets
Other noncurrent assets
Total Noncurrent Assets
TOTAL ASSETS
LIABILITIES AND EQUITY
LIABILITIES
Current Liabilities
Trade and other payables
Due to related parties
Income tax payable
Current portion of:
Long-term debts
Lease liability
Derivative liabilities
Total Current Liabilities
Noncurrent Liabilities
Long-term debts - net of current portion
Long-term lease liability
Net retirement and other post-employment
benefits
Derivative liabilities - net of current portion
Deferred tax liability
Provisions and other long-term liabilities
Total Noncurrent Liabilities
TOTAL LIABILITIES
EQUITY
Equity Attributable to Equity Holders of the Parent
Preferred stock
Common stock
Treasury Stock
Additional paid-in capital
Equity reserve
Net accumulated unrealized gain on financial assets
at fair value through other comprehensive
income
Fair value adjustments on hedging
transactions
Cumulative translation adjustment arising from
foreign subsidiaries
Retained earnings
Unappropriated
Appropriated
Non-controlling interest
Total Equity
TOTAL LIABILITIES AND EQUITY

HORIZONTAL
ANALYSIS
Increase (Decrease)
Amount
%

Dec. 2019

Dec. 2018

14,254.1
1,357.2
8,182.4
32.1
4,300.5
1,442.6
29,568.9

14,988.5
801.6
6,094.9
0.8
3,972.8
8.9
2,511.8
28,379.3

(734.4)
555.6
2,087.5
31.3
327.7
(8.9)
(1,069.2)
1,189.6

90,559.3
4,054.6
3,117.4
866.1

90,702.1
4,067.1
3,076.2
980.6

517.5
42.9
6,150.2
105,308.0
134,876.9

VERTICAL
ANALYSIS
2019

2018

-4.9%
69.3%
34.2%
3,912.5%
8.2%
-100.0%
-42.6%
4.2%

10.6%
1.0%
6.1%
0.0%
3.2%
0.0%
1.1%
21.9%

11.0%
0.6%
4.5%
0.0%
2.9%
0.0%
1.8%
20.9%

(142.8)
(12.5)
41.2
(114.5)

-0.2%
-0.3%
1.3%
-11.7%

67.1%
3.0%
2.3%
0.6%

66.7%
3.0%
2.3%
0.7%

434.1
175.2
8,111.5
107,546.8
135,926.1

83.4
(132.3)
(1,961.3)
(2,238.8)
(1,049.2)

19.2%
-75.5%
-24.2%
-2.1%
-0.8%

0.4%
0.0%
4.6%
78.1%
100.0%

0.3%
0.1%
6.0%
79.1%
100.0%

14,902.7
2.7
70.8

10,526.6
34.6
93.4

4,376.1
(31.9)
(22.6)

41.6%
-92.2%
-24.2%

11.0%
0.0%
0.1%

7.7%
0.0%
0.1%

7,663.2
133.2
21.5
22,794.1

4,359.4
15,014.0

3,303.8
133.2
21.5
7,780.1

75.8%
100.0%
100.0%
51.8%

5.7%
0.1%
0.0%
16.9%

3.2%
0.0%
0.0%
11.0%

47,987.2
279.8

61,443.3
-

(13,456.1)
279.8

-21.9%
100.0%

35.6%
0.2%

45.2%
0.0%

1,552.8
259.5
14.5
2,184.0
52,277.8
75,071.9

1,144.5
7.4
244.9
1,834.7
64,674.8
79,688.8

408.3
252.1
(230.4)
349.3
(12,397.0)
(4,616.9)

35.7%
3,406.8%
-94.1%
19.0%
-19.2%
-5.8%

1.2%
0.2%
0.0%
1.6%
38.8%
55.7%

0.8%
0.0%
0.2%
1.3%
47.6%
58.6%

93.8
19,076.3
(14,646.6)
8,715.1
(3,706.4)

93.8
19,076.3
(14,639.5)
8,715.1
(3,706.4)

(7.1)
-

0.0%
0.0%
0.0%
0.0%
0.0%

0.1%
14.1%
-10.9%
6.5%
-2.7%

0.1%
14.0%
-10.8%
6.4%
-2.7%

159.4

76.0

83.4

109.7%

0.1%

0.1%

(446.9)

102.6

(549.5)

-535.6%

-0.3%

0.1%

677.2

815.3

(138.1)

-16.9%

0.5%

0.6%

21,217.1
26,699.9
57,838.9
1,966.1
59,805.0

23,754.3
20,001.8
54,289.3
1,948.0
56,237.3

(2,537.2)
6,698.1
3,549.6
18.1
3,567.7

-10.7%
33.5%
6.5%
0.9%
6.3%

15.7%
19.8%
42.9%
1.5%
44.3%

17.5%
14.7%
39.9%
1.4%
41.4%

134,876.9

135,926.1

(1,049.2)

-0.8%

100.0%

100.0%
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The Company’s total assets as of December 31, 2019, amounted to P134,876.9 million, 0.8% or
P1,049.2 million lower than the December 31, 2018 year-end level of P135,926.1 million. The
Company's debt ratio is 0.48:1 as of December 31, 2019, lower than previous year’s 0.54:1. This
year’s current ratio of 1.30:1 was lower than previous year’s 1.89:1.
Financial asset at fair value through profit or loss
Financial asset at fair value through profit or loss increased by 69.3% or P555.6 million to
P1,357.2 million as of December 31, 2019 from P801.6 million balance as of December 31, 2018
mainly due to the additional investments of P808.3 partly offset by P372.5 million redemptions during
the period.
Trade and Other Receivables
Trade and other receivables increased by 34.2% or P2,087.5 million to P8,182.4 million as of
December 31, 2019 from P6,094.9 million balance as of December 31, 2018 mainly due to higher
trade receivables from NPC and other receivables from insurance claims.
Due from related parties
This account increased by P31.3 million to P32.1 million as of December 31, 2019 from P0.8 million
in 2018 resulting from the transactions with First Gen Energy Solutions.
Parts and supplies inventories
This account increased by 8.2% or P327.7 million to P4,300.5 million as of December 31, 2019 from
the P3,972.8 million as of December 31, 2018 mainly due to purchase of various materials and
supplies.
Derivative Asset

Current
Noncurrent

December 31,
2019
2018
8.9
42.9 175.2
42.9 184.1

Favorable (Unfavorable) Variance
Amount
%
(8.9)
-100.0%
(132.3)
-75.5%
(141.2)
-76.7%

This account decreased by 76.7% or P141.2 million to P42.9 million as of December 31, 2019 from
P184.1 million balance as of December 31, 2018 mainly due to the valuation adjustments for the
period.
Other current assets
This account decreased by 42.6% or P1,069.2 million to P1,442.6 million as of December 31, 2019
from P2,511.8 million balance as of December 31, 2018 primarily due to decrease in debt service
reserve account.
Deferred tax assets - net
This account decreased by 11.7% or P114.5 million to P866.1 million as of December 31, 2019 from
the P980.6 million balance in December 31, 2018 mainly attributable to the movement of the foreign
exchange rate.
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Financial assets at fair value through other comprehensive income
This account increased by 19.2% or P83.4 million to P517.5 million as of December 31, 2019 from
the P434.1 million balance as of December 31, 2018 resulting from the changes in fair value of
investments.
Other noncurrent assets
This account decreased by 24.2% or P1,961.3 million to P6,150.2 million as of December 31, 2019
from the P8,111.5 million balance as of December 31, 2018 primarily due to decrease in prepaid
taxes, reclassification of prepaid expense as prepayment for long-term lease to right of use assets and
lower tax credit certificates and long-term receivables.
Trade and other payables
This account increased by 41.6% or P4,376.1 million to P14,902.7 million as of December 31, 2019
from P10,526.6 million as of December 31, 2018 mainly due to outstanding dividends payable
amounting to P4,200.0 million.
Due to related parties
This account decreased by 92.2% or P31.9 million to P2.7 million as of December 31, 2019 from
P34.6 million as of December 31, 2018 mainly due to consultancy fee to First Gen Corporation.
Income Tax payable
The decrease in income tax payable is due to the lower income tax expense for the year.
Long-term debt

Current
Noncurrent

December 31,
2019
2018
7,663.2
4,359.4
47,987.2 61,443.3
55,650.4 65,802.7

(Favorable) Unfavorable Variance
Amount
%
3,303.8
75.8%
(13,456.1)
-21.9%
(10,152.3)
-15.4%

The decrease of long-term debt mainly pertained to payments of term loans and partial redemption of
US$ notes.
Lease liability

Current
Noncurrent

December 31,
2019 2018
133.2
279.8
413.0
-

(Favorable) Unfavorable Variance
Amount
%
133.2
100.0%
279.8
100.0%
413.0
100.0%

This pertains to the adoption of PFRS16, Leases, beginning January 1, 2019.
Net retirement and other post-employment benefits
The 35.7% increase or P
=408.3 million to P
=1,552.8 million as of December 31, 2019 from
=1,144.5 million as of December 31, 2018, was mainly due to lower fair value of plan assets mainly
P
due to higher benefits paid during the year.
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Derivative liability

Current
Noncurrent

December 31,
2019 2018
21.5
259.5
7.4
281.0
7.4

(Favorable) Unfavorable Variance
Amount
%
21.5
100.0%
252.1
3,406.8%
273.6
3,697.3%

The increase of P273.6 million to P281.0 million from P7.4 million is due to hedged accounts.
Deferred tax liabilities
This account decreased by 94.1% or P230.4 million to P14.5 million as of December 31, 2019 from
P244.9 million balance as of December 31, 2018 mainly attributable to the movement of the foreign
exchange rate.
Provisions and other long-term liabilities
This account increased by 19.0% or P349.3 million to P2,184.0 million as of December 31, 2019 from
P1,834.7 million balance as of December 31, 2018 mainly due to increase in provision for
rehabilitation and restoration costs.
Net accumulated unrealized gain on financial assets at fair value through other comprehensive
income
This account increased by 109.7% or P83.4 million to P159.4 million as of December 31, 2019 from
P76.0 million balance as of December 31, 2018 mainly due to valuation adjustments.
Fair value adjustments on hedging transactions
The increase of P
=549.5 million is mainly due to the fair value adjustment on hedging transactions.
Cumulative translation adjustment
The decrease of P
=138.1 million is mainly due to the cumulative translation adjustment of foreign
currency denominated subsidiaries.
Retained Earnings
Unappropriated
The decrease of 10.7% or P
=2,537.2 million to P
=21,217.1 million as of December 31, 2019
from P
=23,754.3 million as of December 31, 2018 was mainly due to the P
=11,931.2 million net
income attributable to the equity holders of the Parent, partly reduced by P
=269.5 million
remeasurement of retirement and other post-employment benefits; P
=7,500.8 million cash
dividends and P
=6,698.0 million appropriation of retained earnings.
Appropriated
In December 2018, the BOD of the Company approved a resolution to appropriate
=20,001.8 million out of the Company’s unrestricted retained earnings for its planned loan
P
principal payment for loans maturing in 2020 to 2022. In December 2019, additional
=6,698.0 million were appropriated for the same purpose. Appropriated retained earnings as
P
of December 31, 2019 amounted to P
=26,699.9 million.
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December 2018 vs. December 2017 Balances
Horizontal and Vertical Analysis of Material Changes as of December 31, 2018 and 2017

(Amounts In PHP millions)
ASSETS
Current Assets
Cash and cash equivalents
Financial asset at fair value through profit or loss
Trade and other receivables
Due from related parties
Parts and supplies inventories
Derivative assets
Other current assets
Total Current Assets
Noncurrent Assets
Property, plant and equipment
Goodwill and intangible assets
Exploration and evaluation assets
Deferred tax assets – net
Financial assets at fair value through other
comprehensive income
Available-for-sale (AFS) investments
Derivative assets
Other noncurrent assets
Total Noncurrent Assets
TOTAL ASSETS
LIABILITIES AND EQUITY
LIABILITIES
Current Liabilities
Trade and other payables
Due to related parties
Income tax payable
Current portion of:
Long-term debts
Derivative liabilities
Total Current Liabilities
Noncurrent Liabilities
Long-term debts - net of current portion
Net retirement and other post-employment
benefits
Derivative liabilities - net of current portion
Deferred tax liability
Provisions and other long-term liabilities
Total Noncurrent Liabilities
TOTAL LIABILITIES
EQUITY
Equity Attributable to Equity Holders of the Parent
Preferred stock
Common stock
Treasury Stock
Common shares in employee trust account
Additional paid-in capital
Equity reserve
Net accumulated unrealized gain on financial assets
at fair value through other comprehensive
income
Net accumulated unrealized gain on AFS
investments
Fair value adjustments on hedging
transactions
Cumulative translation adjustment arising from
foreign subsidiaries
Retained earnings
Unappropriated
Appropriated
Non-controlling interest
Total Equity
TOTAL LIABILITIES AND EQUITY

HORIZONTAL
ANALYSIS
Increase (Decrease)
Amount
%

Dec. 2018

Dec. 2017

14,988.5
801.6
6,094.9
0.8
3,972.8
8.9
2,511.8
28,379.3

11,695.7
1,033.5
7,270.9
3.4
3,729.4
114.5
3,146.0
26,993.4

3,292.8
(231.9)
(1,176.0)
(2.6)
243.4
(105.6)
(634.2)
1,385.9

90,702.1
4,067.1
3,076.2
980.6

92,557.8
4,019.4
3,063.2
1,037.5

434.1
175.2
8,111.5
107,546.8
135,926.1

VERTICAL
ANALYSIS
2018

2017

28.2%
-22.4%
-16.2%
-76.5%
6.5%
-92.2%
-20.2%
5.1%

11.0%
0.6%
4.5%
0.0%
2.9%
0.0%
1.8%
20.9%

8.5%
0.8%
5.3%
0.0%
2.7%
0.1%
2.3%
19.6%

(1,855.7)
47.7
13.0
(56.9)

-2.0%
1.2%
0.4%
-5.5%

66.7%
3.0%
2.3%
0.7%

67.3%
2.9%
2.2%
0.8%

707.2
51.0
9,157.6
110,593.7
137,587.1

434.1
(707.2)
124.2
(1,046.1)
(3,046.9)
(1,661.0)

100.0%
-100.0%
243.5%
-11.4%
-2.8%
-1.2%

0.3%
0.0%
0.1%
6.0%
79.1%
100.0%

0.0%
0.5%
0.0%
6.7%
80.4%
100.0%

10,526.6
34.6
93.4

10,935.2
20.3
51.1

(408.6)
14.3
42.3

-3.7%
70.4%
82.8%

7.7%
0.0%
0.1%

7.9%
0.0%
0.0%

4,359.4
15,014.0

7,661.0
4.5
18,672.1

(3,301.6)
(4.5)
(3,658.1)

-43.1%
-100.0%
-19.6%

3.2%
0.0%
11.0%

5.6%
0.0%
13.6%

61,443.3

57,381.6

4,061.7

7.1%

45.0%

41.7%

1,144.5
7.4
244.9
1,834.7
64,674.8
79,688.8

885.3
80.2
66.2
1,905.8
60,319.1
78,991.2

259.2
(72.8)
178.7
(71.1)
4,355.7
697.6

29.3%
-90.8%
269.9%
-3.7%
7.2%
0.9%

0.8%
0.0%
0.2%
1.3%
47.6%
58.6%

0.6%
0.1%
0.0%
1.4%
43.8%
57.4%

93.8
19,076.3
(14,639.5)
8,715.1
(3,706.4)

93.8
18,750.0
(73.5)
(44.3)
6,611.8
(3,706.4)

326.3
(14,566.0)
44.3
2,103.3
-

0.0%
1.7%
19,817.7%
-100.0%
31.8%
0.0%

0.1%
14.0%
-10.7%
0.0%
6.4%
-2.7%

0.1%
13.6%
-0.1%
0.0%
4.8%
-2.7%

76.0

-

76.0

100.0%

0.1%

0.0%

-

51.1

(51.1)

-100.0%

0.0%

0.0%

102.6

(22.9)

125.5

-548.0%

0.1%

0.0%

815.3

476.9

338.4

71.0%

0.6%

0.3%

23,754.3
20,001.8
54,289.3
1,948.0
56,237.3

34,621.4
56,757.9
1,838.0
58,595.9

(10,867.1)
20,001.8
(2,468.6)
110.0
(2,358.6)

-31.4%
100.0%
-4.3%
6.0%
-4.0%

17.5%
14.7%
39.9%
1.4%
41.4%

25.2%
0.0%
41.3%
1.3%
42.6%

135,926.1

137,587.1

(1,661.0)

-1.2%

100.0%

100.0%
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The Company’s total assets as of December 31, 2018, amounted to P135,926.3 million, 1.2% or
P1,660.8 million lower than the December 31, 2017 year-end level of P137,587.1 million. The
Company's debt ratio is 0.54:1 as of December 31, 2018 higher than previous year’s 0.53:1. This
year’s current ratio of 1.89:1 was higher than previous year’s 1.45:1.
Cash and Cash Equivalents
Cash and cash equivalents increased by 28.2% or P3,292.8 million to P14,988.5 million as of
December 31, 2018 from the P11,695.7 million December 31, 2017. The increase was primarily
attributable to the following:
•
•
•
•
•
•

P21,952.0 million cash generated from operating activities;
P8,388.8 million net proceeds from long-term debt;
P2,365.3 million issuance of common shares;
P834.7 million in other noncurrent assets;
P513.4 million interest received; and
P513.4 million proceeds from disposal of financial asset at FVTPL.

The above was offset by the reduction in the following:
•
•
•
•

P14,566.0 million acquisitions of treasury stock;
P8,646.6 million payments of long-term debt;
P4,076.5 million acquisitions of property, plant and equipment; and
P3,777.3 million net payments of interest and other financial charges.

Financial asset at fair value through profit or loss
Financial asset at fair value through profit or loss decreased by 22.4% or P231.9 million to
P801.6 million as of December 31, 2018 from P1,033.5 million balance as of December 31, 2017
mainly due to disposal of investment management account.
Trade and Other Receivables
Trade and other receivables decreased by 16.2% or P1,176.0 million to P6,094.9 million as of
December 31, 2018 from P7,270.9 million balance as of December 31, 2017 mainly due to decrease
in receivable from TransCo.
Due from related parties
This account decreased by 76.5% or P2.6 million to P0.8 million as of December 31, 2018 from
P3.4 million in 2017 due to settlement in the account of First Gen Energy Solutions.
Parts and supplies inventories
This account increased by 6.5% or P243.4 million to P3,972.8 million as of December 31, 2018 from
the P3,729.4 million as of December 31, 2017 mainly due to purchase of various materials and
supplies.
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Derivative Asset

Current
Noncurrent

December 31,
2018 2017
8.9 114.5
175.2
51.0
184.1 165.5

Favorable (Unfavorable) Variance
Amount
%
(105.6)
-92.2%
124.2
243.5%
18.6
11.2%

This account increased by 11.2% or P18.6 million to P184.1 million as of December 31, 2018 from
P165.5 million balance as of December 31, 2017 mainly due to the valuation adjustments for the
period.
Other current assets
This account decreased by 20.2% or P634.2 million to P2,511.8 million as of December 31, 2018
from P3,146.0 million balance as of December 31, 2017 primarily due to decrease in other short term
investment.
Deferred tax assets - net
This account decreased by 5.5% or P56.9 million to P980.6 million as of December 31, 2018 from the
P1,037.5 million balance in December 31, 2017 primarily due to realized foreign exchange loss from
loan prepayments.
Available-for-sale investment
This account decreased by 100.0% or P707.2 million to nil as of December 31, 2018 from the
P707.2 million balance as of December 31, 2017 due to reclassification to financial assets at fair value
through other comprehensive income and fair value through profit or loss resulting from the PFRS9
adoption.
Other noncurrent assets
This account decreased by 11.4% or P1,046.1 million to P8,111.5 million as of December 31, 2018
from the P9,157.6 million balance as of December 31, 2017 mainly due to decrease in tax credit
certificate and input VAT.
Due to related parties
This account increased by 70.4% or P14.3 million to P34.6 million as of December 31, 2018 from
P20.3 million as of December 31, 2017 was mainly attributable to consultancy fee to First Gen
Corporation.
Income Tax payable
The increase in income tax payable is due to the higher income tax expense for the year.
Net retirement and other post-retirement benefit
The 29.3% increase or P
=259.2 million to P
=1,144.5 million as of December 31, 2018 from
=885.3 million as of December 31, 2017 mainly due to retirement expense provision recognized
P
during the period.
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Derivative liability

Current
Noncurrent

December 31,
2018 2017
4.5
7.4
80.2
7.4
84.7

Favorable (Unfavorable) Variance
Amount
%
(4.5)
-100.0%
(72.8)
-90.8%
(77.3)
-91.3%

The decrease of 91.3% or P77.3 million to P7.4 million from P84.7 million is due to maturity of
hedged accounts.
Deferred tax liabilities
This account increased by 269.9% or P178.7 million to P244.9 million as of December 31, 2018 from
P66.2 million balance as of December 31, 2017 mainly due on unrealized foreign exchange gains.
Treasury stock
This account increased P
=14,566.0 million to P
=14,639.5 million as of December 31, 2018 from
=73.5 million balance as of December 31, 2017 mainly due to additional purchase of stocks.
P
Common shares in employee trust account
This account decreased by P44.3 million to nil as of December 31, 2018 and P44.3 million as of
December 31, 2017. The decrease is a result of the delisting.
Additional paid-in capital
This account increased by 31.8% or P2,103.3 million to P8,715.1 million as of December 31, 2018
and P6,611.8 million as of December 31, 2017 due to issuance of shares.
Net accumulated unrealized gain on financial assets at fair value through other comprehensive
income
This account posted a P76.0 million as of December 31, 2018, nil in December 31, 2017. This is in
relation with the new standard classification.
Net accumulated unrealized gain on AFS investments
The 100.0% or P51.1 million decrease, nil in 2018, resulted from the new standard classification.
Fair value adjustments on hedging transactions
The increase of P
=125.5 million is mainly due to the fair value adjustments on hedging transactions.
Cumulative translation adjustment
The increase of P
=338.4 million is mainly due to the cumulative translation adjustment of foreign
currency denominated subsidiaries.
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Retained Earnings
Unappropriated
The decrease of 31.4% or P
=10,867.1 million to P
=23,754.3 million as of December 31, 2018
from P
=34,621.4 million as of December 31, 2017 was mainly due to the P
=9,403.8 million net
income attributable to the equity holders of the Parent, partly reduced by P
=167.7 million
impact of adoption of Philippine Financial Reporting Standard (PFRS) 9 and P
=101.4 million
remeasurements of retirement and other post-employment benefits..
Appropriated
In December 2018, the BOD of the Company approved a resolution to appropriate
=20,001.8 million out of the Company’s unrestricted retained earnings for its planned loan
P
principal payment for loans maturing in 2020 to 2022.
Non-controlling interests
Non-controlling interest increased by 6.0% or P110.0 million to P1,948.0 million as of
December 31, 2018 from the P1,838.0 million balance as of December 31, 2017 due to the net income
attributable to non-controlling interests of P191.7 million and P
=1.1 million movement in other
comprehensive income, partly reduced by P
=80.0 million cash dividend and P
=2.8 million impact of
adoption of PFRS 9.
CASH FLOWS
2019 vs. 2018
Net cash flows from operating activities decreased by 8.4% or P1,846.6 million to P20,105.4 million
in 2019 from P21,952.0 million in 2018 mainly due to increase in trade and other receivables.
Net cash flows used in investing activities increased by 45.3% or P1,040.3 million to P3,334.4 million
in December 31, 2019 as compared to the P2,294.1 million in 2018 primarily due to higher capital
expenditures.
Net cash flows used in financing activities increased by 6.9% or P1,126.4 million to
P17,442.2 million in December 31, 2019 as compared to the P16,315.8 million in 2018. This is
primarily due to higher long-term debt payments (P1,039.0 million), cash dividends
(P3,620.8 million), and lease liability (P313.1 million), combined with absence of long-term debt
proceeds (P8,388.8 million) and issuance of common shares (P2,365.3 million). These were partly
offset by lower acquisition of treasury stocks (P14,559.0 million).
2018 vs. 2017
Net cash flows from operating activities increased by 16.3% or P3,071.5 million to P21,952.0 million
in 2018 from P18,880.5 million in 2017 mainly due to higher operating income.
Net cash flows used in investing activities decreased by 62.2% or P3,771.1 million to
P2,294.1 million in December 31, 2018 as compared to the P6,065.2 million in 2017 primarily due to
lower capital expenditures.
Net cash flows used in financing activities increased by P4,614.8 million to P16,315.8 million in
December 31, 2018 as compared to the P11,700.9 million in 2017. This is primarily due to
acquisition of treasury stock.
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Selected Financial Data
Financial Statements
(Amounts in PHP millions)
a) Cash and Cash Equivalents
Cash on hand and in bank (Peso)
Cash in bank (US$)
Cash in bank (CHP)
Cash in bank (PEN)
Cash in bank (IDR)
Marketable securities (Peso)
Marketable securities (US$)
Total
b) Accounts Receivables – Others
Non-trade accounts receivable
Loans and notes receivable
Advances to employees
Employee receivables
Total
c) General and Administrative Expenses
Purchased services and utilities
Personnel costs
Rental, insurance and taxes
Business and related expenses
Depreciation and amortization
Repairs and maintenance
Parts and supplies issued
Provision for doubtful accounts
Provision for (reversal of) impairment of parts and supplies
inventories
Total
d)Other Income, Interest Expense and Others
Interest income
Interest expense
Foreign exchange gains (losses) – net
Proceeds from insurance claims
Loss on loan extinguishment
Miscellaneous, net
Total
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2019

2018

2017

2,518.4
170.1
26.0
1.7
79.3
8,221.3
3,238.0
14,254.8

2,898.9
88.8
8.8
11.6
5.8
8,352.7
3,621.8
14,988.4

1,004.2
467.5
9.7
3.8
5.8
8,557.5
1,647.2
11,695.7

1,497.0
55.0
13.2
6.9
1,572.1

138.4
61.3
12.9
13.4
226.0

79.6
70.3
14.8
15.1
179.8

2,317.6
1,957.0
1,022.3
425.6
471.3
56.7
86.6
848.4

2,480.3
1,741.8
829.9
349.7
292.2
49.2
105.7
243.8

2,052.4
1,492.9
665.7
343.8
321.4
58.5
130.5
179.1

(63.4)
7,122.1

96.6
6,189.2

70.5
5,314.8

564.4
(3,887.9)
68.9
(114.6)
1,927.0
(1,442.2)

529.3
(4,096.0)
(518.4)
2,307.0
(65.7)
(1,843.8)

274.7
(4,130.6)
(50.2)
643.5
(514.6)
(152.3)
(3,929.5)

DISCUSSION ON THE SUBSIDIARIES
Green Core Geothermal Inc. (GCGI)
For the years ended December 31,
2019
2018

(Amounts in PHP millions)
Revenue
Cost of sale of electricity
General and administrative expenses
Other income (charges) - net
Income before income tax
Provision for income tax
Net income

13,573.1
(10,462.9)
(574.9)
36.4
2,571.7
(260.5)
2,311.2

10,919.7
(8,658.3)
(523.1)
(146.6)
1,591.7
(312.7)
1,279.0

As of December 31,
2019
2018
3,624.1
2,887.6
13,415.6
13,023.8
6,508.8
3,794.9
2,768.7
3,956.3
7,762.2
8,160.2

Total current assets
Total noncurrent assets
Total current liabilities
Total noncurrent liabilities
Total equity

GCGI’s revenue increased by 24.3% or P2,653.4 million, to P13,573.1 million as of
December 31, 2019 from P10,919.7 million for the same period in 2018 due to higher revenue from
WESM. The increase was further complemented by higher revenue from ASPA and PSA.
Cost of sale of electricity increased by 20.8% or P1,804.6 million, to P10,462.9 million in 2019 from
P8,658.3 million in 2018. The increase was largely due to higher steam cost and purchased services
& utilities.
General and administrative expenses increased by 9.9% or P 51.8 million, to P 574.9 million in 2019
from P523.1 million in 2018. The increase was largely due to higher taxes and fees (P 127.5 million),
coupled with higher cost of business related expenses (P 17.4 million), payment of service termination
pay (P15.4 million) and higher provision for impairment of trade & other receivables and prepaid
taxes (P 7.2 million). Offset by lower cost of shared service and management fee (P 118.0 million).
Other charges – net decreased by 124% or P183.0 million, to P36.4 million other income in 2019
from P146.6 million other charges in 2018. The net decreased was due to lower financial
expense – net (P 83.9 million), and turnaround of foreign exchange gain this year from foreign
exchange loss last year (P 14.3 million) and higher income from insurance claims (P80.8 million).
Provision for income tax decreased by 16.7% or P52.2 million, to P260.5 million in 2019 from
P312.7 million in 2018 on account of lower current tax expense.
With the foregoing, net income increased by 80.7% or P1,032.2 million, to P2,311.2 million in 2019
from P1,279.0 million in 2018.
Total current assets increased by 30.3% or P 736.6 million, to P3,624.1 million as of
December 31, 2019 from P2,887.6 million balances as of December 31, 2018. The increase was due
to higher cash & cash equivalents (P253.9 million), trade & other receivables (P278.4 million), parts
& supplies inventories (P60.0 million), due from related parties (P46.8million),other current assets
(P67.0 million) and Financial Assets (P30.5 million).
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Total current liabilities increased by 71.5 % or P2,714.0 million, to P6,508.8 million as of
December 30, 2019 from P3,794.9 million as of December 31, 2018 due to declaration of cash
dividend (P2,700.0 million),higher current portion of long-term debt (P172.2 million) offset by lower
trade payables and other payables (P96.8million), lower income tax payable (P34.1million) and due to
related parties (P 26.2 million).
Total noncurrent liabilities decreased by 30.0% or P1,187.6 million, to P2,768.7 million as of
December 31, 2019 from P3,956.3 million as of December 31, 2018 due to this year’s repayment of
loan (P1,181.9million).
Total equity decreased by 4.9% or P397.9 million, to P7,762.2 million as of December 31, 2019 from
P8,160.2 million as of December 31, 2018 due to this year’s declaration of cash dividend
(P2,700.0 million) offset by net income (P2,311.2 million).
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Bac-Man Geothermal Inc. (BGI)
For the years ended December 31,
2019
2018
6,671.3
6,003.3
(5,466.6)
(4,840.4)
(540.3)
(399.0)
115.8
(211.4)
780.2
552.5
41.9
(0.4)
822.1
552.1

(Amounts in PHP millions)
Revenues
Cost of sales
General and administrative expenses
Other income (charges)-net
Income before income tax
Benefit from (provision for) income tax
Net income

As of December 31,
2019
2,269.3
4,406.9
2,936.7
2.039.7
1,699.8

Total current assets
Total noncurrent assets
Total current liabilities
Total noncurrent liabilities
Total equity

2018
1,413.4
4,950.3
1,960.8
2,617.6
1,785.3

Revenues increased by 11.1% or P
=668.1 million, to P
=6,671.3 million in 2019 from P
=6,003.3 million in
2018 mainly driven by higher average price during the year.
Cost of sales increased by 12.9% or P
=626.2 million, to P
=5,466.6 million from P
=4,840.4 million in
2018. The increase was primarily influenced by higher purchased services and utilities by
=556.4 million, higher rental, insurance and taxes by P
P
=58.3 million and higher steam costs by
=28.3 million reduced by decrease in repairs and maintenance by P
P
=30.6 million.
General and administrative expenses were higher by 35.4% or P
=141.4 million, to P
=540.3 million from
=399.0 million in 2018. The increase was mainly due to higher provision for doubtful accounts on
P
input VAT claims by P
=162.8 million partly offset by lower purchased services and utilities by
=25.1 million.
P
Other income-net of P
=115.8 million was a reversal of P
=211.4 million other charges-net in 2018. The
=327.2 million favorable variance was mainly attributed to this period’s insurance proceeds on claims
P
from typhoon Glenda damages of P
=260.5 million and lower interest charges-net by P
=45.7 million.
Total current assets increased by 60.6% or P
=855.9 million, to P
=2,269.3 million as of
December 31, 2019 from P
=1,413.4 million as of December 31, 2018. The increase in total current
assets was mainly driven by increases in cash and cash equivalents by P
=768.6 million, parts and
supplies inventories by P
=66.4 million and other current assets particularly on debt service reserve
account and prepaid insurance expense by P
=60.9 million. These increases were partly offset by the
decrease in trade and other receivables by P
=45.9 million.
Total non-current assets decreased by 11.0% or P
=543.4 million, to P
=4,406.9 million from
=4,950.3 million as of December 31, 2018. The reduction was caused by the decrease of property,
P
plant and equipment by P
=362.0 million mainly on account of depreciation for 2019 and decrease of
other non-current assets by P
=226.4 million resulting from refund of input VAT claims.
Total current liabilities increased by 49.8% or P
=975.9 million, to P
=2,936.7 million from
=1,960.8 million as of December 31, 2018. The increase was mainly contributed by dividend payable
P
of P
=900.0 million coupled with increase in current portion of long-term debt by P
=51.3 million.
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Total non-current liabilities decreased by 22.1% or P
=577.9 million, to P
=2,039.7 million from
=2,617.6 million as of December 31, 2018 due to the amortization payment of principal loan.
P
Total equity decreased by 4.8% or P
=85.5 million, to P
=1,699.8 million from P
=1,785.3 million as of
December 31, 2018. The decrease was attributed to the declaration of P
=900.0 million dividend in
December 2019 partly offset by P
=822.1 million net income for 2019.
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FG Hydro Power Corporation
For the years ended December 31
2019
2018
2,391.3
1,865.0
838.8
971.1
406.4
288.0
1,146.1
605.9
(23.9)
12.2
1,170.0
593.7
111.7
84.0
1,058.3
509.7
As of the December 31
2019
2018
5,136.5
5,038.8
212.1
164.1
4,924.4
4,874.7

(Amounts in PHP millions)
Operating revenues
Cost of sales
General and administrative expenses
Operating profit
Other (income) expenses – net
Income before tax
Provision for income tax
Net income

Total assets
Total liabilities
Total equity

FG Hydro’s revenues rose by 28.2% or P526.3 million to P2,391.3 million for the year ended
December 31, 2019 from revenues of P1,865.0 million in 2018. The favorable variance was mainly
on account of a 22.7% increase in generation during the period (390 GWh in 2019 from 318 GWh in
2018) due to higher water level and higher irrigation requirement of NIA, a 44.4% increase in average
WESM selling prices (P5.6/kWh in 2019 as compared to P3.9/kWh in 2018) and the P9.5 million
increase in revenues from ancillary services in 2019 as compared to ancillary service revenues in
2018.
Cost of sales for the year ended December 31, 2019 is at P838.8 million, P132.3 million or 13.6%
lower than the P971.1 million in 2018. The favorable variance was mainly due to minimal
replacement power purchases in 2019 partly offset by higher water service fees paid to the NIA on
account of higher generation. G&A expenses, however, increased by P118.4 million or 41.1% to
P406.4 million in 2019 as compared to P288.0 million in 2018. The unfavorable variance was mainly
due to higher taxes and licenses, professional fees and cost of contracted services.
On account of the full payment of the long-term debt in November 2018, there was no interest
expense accrued in 2019 as compared to P27.9 million in 2018. Provision for income tax for the year
ended December 31, 2019 of P111.7 million is 33.0% or P27.7 million higher than the P84.0 million
in 2018. The significant increase in income tax was mainly due to the higher income from operations
during the year. Overall, FG Hydro’s net income rose by 107.6% or P548.6 million to
P1,058.3 million in 2019 from the P509.7 million reported income in 2018.
FG Hydro’s total assets as of December 31, 2019 stood at P5,136.5 million, P97.7 million or 1.9%
higher than the P5,038.8 million in December 31, 2018 mainly due to higher cash and accounts
receivable balances. These favorable variances were partly offset by depreciation and amortization of
property, plant and equipment and water rights.
As of December 31, 2019, total liabilities stood at P212.1 million, P48.0 million or 29.3% higher than
the December 31, 2018 level of P164.1 million. The unfavorable variance is mainly on account of
higher balances of trade and retirement funds payables, and the set up for lease liabilities.
Total equity as of December 31, 2019 rose to P4,924.4 million, P49.7 million or 1.0% better than the
December 31, 2018 level of P4,874.7 million mainly from net income earned during the year partly
reduced by cash dividends amounting to P1,000.0 million.
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EDC Burgos Wind Power Corporation (EBWPC)
For the years ended December 31,
2019
2018
(Amounts in USD millions)
Revenue
56.5
61.2
Costs of sale of electricity
(26.7)
(26.6)
General and administrative expenses
(3.1)
(2.2)
Other charges – net
(16.8)
(10.4)
Income before income tax
9.9
22.0
Provision for income tax
3.6
(2.9)
Net Income
13.5
19.1
As of December 31,
2019
2018
46.5
58.6
312.7
337.7
28.9
25.0
216.7
231.1
113.6
140.2

Total current assets
Total noncurrent assets
Total current liabilities
Total noncurrent liabilities
Total equity

EBWPC reported $56.5 million revenue from sale of electricity for the year ended December 31, 2019
from $61.2 million for the same period in 2018. This 7.7% or $4.7 million decrease is mainly due to
lower actual generated sales volume.
Costs of sale of electricity increased by 0.4% or $0.1 million, to $26.7 million as of
December 31, 2019 from $26.6 million for the same period in 2018. The unfavorable variance was
mainly due to higher personnel costs ($0.2 million), depreciation and amortization ($0.2 million) and
purchased service and utilities ($0.1 million), offset by lower repair and maintenance ($0.2 million)
and business and related expenses ($0.2 million).
General and administrative expenses increased by 40.9% or $0.9 million, to $3.1 million as of
December 31, 2019 from $2.2 million for the same period in 2018. This was mainly due to higher
purchased service and utilities ($1.3 million) and rental, insurance and taxes ($0.2 million), offset by
lower provision of impairment of unrecoverable input VAT ($0.5 million) and personnel costs
($0.1 million).
Other charges – net increased by 61.5% or $6.4 million, to $16.8 million as of December 31, 2019
from $10.4 million for the same period in 2018. This was mainly due to lower foreign exchange gain
of $5.3 million.
Total current assets decreased by 20.6% or $12.1 million due to the decreased in debt service reserve
account ($15.2 million), partly offset by increased in trade and other receivables ($2.9 million).
Total noncurrent assets decreased by 7.4% or $25.0 million due to the decreased in the book value of
property, plant and equipment mainly on account of depreciation for this year ($11.7 million) and
other noncurrent assets mainly on account of decreased in Input VAT ($8.7 million) and prepaid rent
($2.3 million).
Total liabilities decreased by $10.5 million mainly due to the payment of long-term debt
($16.9 million), partly offset by increased in trade and other payables ($1.1 million).
Total equity decreased by 19.0% or $26.6 million, to $113.6 million as of December 31, 2019 from
$140.2 million in 2018. This was mainly due to the redemption of preferred shares ($26.0 million),
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payment of dividends ($7.2 million), increased in cumulative translation adjustment ($6.9 million),
partly offset by net income during the period ($13.5 million).
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EDC Siklab Power Corporation

(Amounts in PHP millions)
Revenues
Cost of sales
General and administrative expenses
Other income (charges)-net
Income before income tax
Provision for income tax
Net income

For the years ended December 31,
2019
2018
39.4
33.1
(16.0)
(7.8)
(7.0)
(4.6)
0.1
0.0
16.5
20.7
(4.0)
(5.5)
12.5
15.2
As of December 31,
2019
2018
62.0
36.6
311.7
321.9
49.7
47.0
0.0
0.0
324.0
311.5

Total Current Assets
Total Non-Current Assets
Total Current Liabilities
Total Non-Current Liabilities
Total Equity

Revenues increased by P
=6.3 million, to P
=39.4 million in 2019 from P
=33.1 million in 2018. The
favorable variance was mainly due to higher revenue from the three solar rooftop systems of the
Gaisano Capital malls in Sogod, Ormoc, and Sorsogon in Leyte Province. Solar rooftops in Ormoc
and Sogod started to generate testing revenue in May 2018 while Sorsogon solar rooftop started to
generate testing revenue in June 2018. The three solar rooftops began its commercial operation in
December 26, 2018, thus generated lease revenue in the entire year of 2019.
Cost of sales increased by P
=8.2 million, to P
=16.0 million in 2019 from P
=7.8 million in 2018 primarily
due to higher depreciation expense by P
=6.2 million and higher real estate taxes by P
=2.0 million.
General and administrative expenses increased by P
=2.4 million, to P
=7.0 million in 2019 from
=4.6 million for the same period in 2018 mainly due to higher purchased services and insurance
P
expenses.
Other income-net of P
=0.1 million in 2019 and nil in 2018 was mainly due to the higher foreign
exchange gains.
Total current assets increased by 69.4 % or P
=25.4 million, to P
=62.0 million as of December 31, 2019
from P
=36.6 million as of December 31, 2018. The increase was primarily due to the increase of cash
in bank balance by P
=25.6 million; increase of prepaid taxes by P
=0.3 million, and increase of prepaid
insurance by P
=0.3 million, partially offset by the decrease in trade receivables by P
=0.8 million.
Total non-current assets decreased by 3.2 % or P
= 10.2 million, to P
= 311.7 million as of
December 31, 2019 from P
=321.9 million as of December 31, 2018. The decrease was mainly
attributable to the depreciation of Property, Plant and Equipment (PPE) by P
=12.0 million; decrease in
input vat by P
=2.6 million and partially offset by acquisitions of PPE by P
=2.3 million and increase in
non-current prepaid expense by P
=2.1 million.
Total current liabilities increased by 5.7% or P
=2.7 million, to P
=49.7 million as of December 31, 2019
from P
=47.0 million as of December 31, 2018. The increase was mainly due to the increase of trade
payables by P
=3.0 million and partially offset by decreased in income tax payable by P
=0.3 million.
Total equity increased by 4.0% or P
=12.5 million, to P
=324.0 million as of December 31, 2019 from
=311.5 million as of December 31, 2018. The increase was primarily from net income for the year.
P
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Unified Leyte Geothermal Energy Inc. (ULGEI)
For the years ended December 31,
2019
2018

(Amounts in PHP millions)
Revenue
Costs of sale of electricity
General and administrative expenses
Loss before income tax
Net Loss

1,822.6
(2,456.1)
(111.9)
(745.4)
(745.4)

1,877.3
(2,387.3)
(16.8)
(526.8)
(526.8)

As of December 31,
2019
2018
198.2
227.5
3.1
3,056.1
2,343.1
(2,857.9)
(2,112.5)

Total current assets
Total noncurrent assets
Total current liabilities
Total capital deficiency

ULGEI’s revenue decreased by 2.9% or ₱54.7 million to ₱1,822.6 million as of December 31, 2019
from ₱1,877.3 million for the same period in 2018. The decrease was due to lower average price.
Cost of sale of electricity increased by 2.9% or ₱68.8 million to ₱2,456.1 million as of
December 31, 2019 from ₱2,387.3 million for the same period in 2018. The increase was due to
higher purchased power cost during the year.
General and administrative expenses increased by 566.1% or ₱95.1 million, to ₱111.9 million as of
December 31, 2019 from ₱16.8 million for the same period in 2018. The increase was mainly due to
the provision for impairment of creditable withholding tax.
With the foregoing, the net loss increased by 41.5% or ₱218.6 million to ₱745.4 million as of
December 31, 2019 from ₱526.8 million for the same period in 2018.
Total currents assets decreased by 12.9% or ₱29.3 million, to ₱198.2 million as of December 31, 2019
from ₱227.5 million balance as of December 31, 2018. The decrease was mainly due to lower
Creditable Withholding Tax.
Total noncurrent assets as of December 31, 2019 was nil and ₱3.1 million as of December 31, 2018.
Total current liabilities increased by 30.4% or ₱713.0 million, to ₱3,056.1 million as of
December 31, 2019 from ₱2,343.1 million balance as of December 31, 2018. The increase was due to
higher trade and other payables and higher due to related parties.
Total capital deficiency increased by 35.3% or ₱745.4 million to ₱2,857.9 million as of
December 31, 2019 from ₱2,112.5 million balance as of December 31, 2018. The increase was due to
net loss on operation.
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Top Eight (8) Key Performance Indicators
Ratio
December 2019 December 2018
Current Ratio
1.30:1
1.89:1
Debt-to-Equity Ratio
0.93:1
1.17:1
Net Debt-to-Equity Ratio
0.69:1
0.90:1
Return on Assets (%)
9.12
7.02
Return on Equity (%)
21.29
16.71
Solvency Ratio
0.34
0.24
Interest Rate Coverage Ratio
3.89
3.14
Asset-to-Equity Ratio
2.26
2.42
Current Ratio – Total current assets divided by total current liabilities. This ratio is a rough
indication of a company’s ability to pay its short-term obligations. Generally, a current ratio above
1.00 is indicative of a company’s greater capability to settle its current obligations.
Debt-to-Equity Ratio – Total interest-bearing debts divided by stockholders’ equity. This ratio
expresses the relationship between capital contributed by the creditors and the owners. The higher the
ratio, the greater the risk being assumed by the creditors. A lower ratio generally indicates greater
long-term financial safety.
Net-Debt-to-Equity Ratio – Total interest-bearing debts less cash & cash equivalents divided by
stockholders’ equity. This ratio measures the company’s financial leverage and stability. A negative
net debt-to-equity ratio means that the total of cash and cash equivalents exceeds interest-bearing
liabilities.
Return on Assets – Net income (annual basis) divided by total assets (average). This ratio indicates
how profitable a company is relative to its total assets. This also gives an idea as to how efficient
management is at using its assets to generate earnings.
Return on Equity – Net income (annual basis) divided by total stockholders’ equity (average). This
ratio reveals how much profit a company earned in comparison to the total amount of shareholder
equity found on the balance sheet. A business that has a high return on equity is more likely to be one
that is capable of internally generating cash. For the most part, the company’s return on equity is
compared with an industry average. The company is considered superior if its return on equity is
greater than the industry average.
Solvency Ratio – Net income excluding depreciation and non-cash provisions divided by total debt
obligations. This ratio gauges a company’s ability to meet its long-term obligations.
Interest Rate Coverage Ratio – Earnings before interest and taxes of one period divided by interest
expense of the same period. This ratio determines how easily a company can pay interest on
outstanding debt.
Asset-to-Equity Ratio – Total assets divided by total stockholders’ equity. This ratio shows a
company’s leverage, the amount of debt used to finance the firm.
Foreign Exchange Rate Volatility
Any volatility in the peso-dollar exchange rate impacts the Company, both in terms of revenue and its
operating and capital expenditures. As the peso depreciates, revenue increase as the bulk of the
Company’s sales agreements have included as part of the inflator the peso-dollar exchange rate
together with the price movement of imported materials, services and equipment. Conversely, as the
peso appreciates, revenue and operating costs decrease.
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Meanwhile, 29.5% of the Company's total long-term debt as of December 31, 2019 are foreign
currency-denominated, all denominated in USD. Any USD movement therefore affects the debt
portfolio of the Company.
Inflation and Interest Rates
The Philippines' average inflation rate increased from 5.2% in December 2018 to 2.5% in
December 2019 (1)
The Bangko Sentral’s key policy rate (the overnight reverse repurchase facility (“RRP”)) was lowered
to 4.00% following a total of 75 basis points in rate cuts in 2019. The overnight deposit facility (ODF)
and the overnight lending facility (OLF) rates—which establish the floor and the ceiling of the interest
rate corridor—ended the year at 3.50% and 4.50%, respectively. The Monetary Board’s decision is
based on its assessment of the inflation environment.
(1)

As of December 2019
**source: The data here were based on NSCB and BSP websites.

Any event that will trigger direct or contingent financial obligation that is material to the
company, including any default or acceleration of an obligation
EDC has outstanding long-term loans with different financial institutions for its various development
projects and working capital requirements which have defined events of default provisions that could
accelerate the repayment of loan obligations.
In October 2014, Energy Burgos Wind Power Corporation (“EBWPC”) signed a USD315.0 million
financing agreement with a group of foreign and local banks for the construction of the 150-MW
Burgos Wind Project (“BWP”) in Ilocos Norte. The facility, which consists of 60% US dollar and
40% Philippine peso tranches, will mature in 15 years.
Eksport Kredit Fonden, Denmark’s export credit agency, guaranteed a part of the dollar loan
component. The Mandated Lead Arrangers for the foreign tranche are Australia and New Zealand
Banking Group Limited (“ANZ”), DZ Bank AG, ING Bank, a branch of ING DiBa AG, ING Bank
NV., Singapore Branch, Malayan Banking Berhad (“Maybank”) and Norddeutsche Landesbank
Gironzentrale. The peso tranche meanwhile was arranged by PNB Capital and Investment
Corporation and SB Capital Investment Corporation among a syndicate of local lenders namely BDO
Unibank, Inc., Land Bank of the Philippines, Philippine National Bank, and Security Bank
Corporation.
Under the agreement of the BWP Project Financing, EBWPC’s debt service shortfall is guaranteed by
EDC. This guarantee will fall away once the conditions set in the loan agreement are met. Therefore,
until the debt service guarantee falls away, EBWPC is subject to the same covenant ratios of EDC in
addition to its own maintenance ratios under the project financing agreement. Furthermore, for the
lender’s security, a debt service reserve account was initially maintained by EBWPC. In August 2019,
EBWPC replaced the debt service reserve account with Stand-by Letters of Credit issued in favor of
the EBPWC lenders.
Last November 2015, the Asian Development Bank became part of the project financing through
pro-rata assignment of up to USD20.0 million of the following international lenders’ credit: ANZ,
DZ Bank AG, ING Bank, a branch of ING DiBa AG, ING Bank, N.V., Singapore Branch and
Norddeustche Landesbank Girozentrale.
In 2015, BGI also signed P
=5.0 billion fixed rate corporate notes on September 9, 2015 to fund
corporate expenditures as well as future growth projects. The facilities were fully drawn last
October 7, 2015 and December 7, 2015. The loan is clean and non-recourse to EDC, except if:
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(a) there is a debt service shortfall for any period; and (b) if offtake contracts fall below Php1.5bn for
any interest period. Both (a) and (b) need to be satisfied for EDC to be required to make up any
shortfall in debt service for BGI.
EDC also has outstanding (a) 15-year loans with IFC maturing in 2023, 2025 and 2033; (b) 10-year
US Dollar bonds maturing in 2021; (c) 7-year and 10-year peso bonds maturing in 2020 and 2023;
(d) 10-year fixed rate corporate notes maturing in 2022; (e) 5-year, 10-year and 15-year loans with
various local banks.
Any significant elements of income or loss (from continuing operations)
There were no significant elements of income or loss from continuing operations.
Seasonal aspects that have material effect on the FS
There were no seasonal items that materially affected the financial statements.
All material off-balance sheet transactions, arrangements, obligations (including contingent
obligations), and other relationships of the company with unconsolidated entities or other
persons created during the reporting period
During the reporting period, there were no off-balance sheet transactions, obligations and
arrangements with unconsolidated entities or persons.
Audit and Audit-Related Fees
The following table sets out the aggregate fees billed for each of the last three fiscal years for
professional services rendered by SGV & Co. from 2017 to 2019.

2019
Audit and Audit-Related Fees
All Other Fees

13,770,745
1,338,087
15,108,832

Year-ended December 31,
2018
2017
14,407,996
1,697,642
16,105,638

12,828,000
1,282,274
14,110,274

Material Commitments for Capital Expenditures
The Company’s total 2020 budget for capital expenditures amounts to approximately P9.03 billion.
About 86.2% or P7.44 billion of it will be for acquisitions to support the operations and maintenance
requirements of the geothermal plants in Leyte, Negros Island, Bacon-Manito, and Mt. Apo. This
amount is mainly for power plant and steamfield reliability improvement in said sites.
The remaining balance of 17.62% or P1.59 billion is primarily composed of investments in First Gen
Hydro, Wind Ilocos Norte Business Unit, Solar Business Unit, Latin America, geothermal, wind and
solar expansions, and Head Office.
Changes in and Disagreements with Accountants on Accounting and Financial Disclosures
Since 1987, the Commission on Audit of the Philippines had served as the independent auditor of the
Company to audit the Company’s financial statements. With the full privatization of the Company in
2007, it has engaged SGV & Co. as its external auditor. The Company has not had any material
disagreements on accounting matters or financial disclosure matters with both Commission on Audit
and SGV & Co.
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PART IV – MANAGEMENT AND CERTAIN SECURITY HOLDERS
DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT
Directors
Federico R. Lopez, 58
Mr. Lopez, Filipino, has been a member of the board since November 29, 2007. He is also currently
Chairman and Chief Executive Officer of EDC, and the publicly-listed companies FPH and First Gen.
He is currently the Vice Chairman of Rockwell Land Corporation and also sits on the board of
ABS-CBN Corporation, both of which are listed companies.
A staunch environmentalist, he is the Chairman of the Sikat Solar Car Challenge Society and is a
member of the Board of Trustees of the Philippine Disaster Resilience Foundation and Forest
Foundation Philippines.
Mr. Lopez is a member of the Asia Business Council, World Presidents Organization, New York
Philharmonic International Advisory Board, Chief Executives Organization, ASEAN Business Club,
Management Association of the Philippines (“MAP”), Philippine Chamber of Commerce and
Industry, European Chamber of Commerce of the Philippines, and Makati Business Club.
Mr. Lopez is a graduate of the University of Pennsylvania with a Bachelor of Arts degree in
Economics and International Relations, cum laude (1983).
Richard B. Tantoco, 53
Mr. Tantoco, Filipino, sits as a director of the Company since November 29, 2007. He is currently
President and Chief Operating Officer of EDC and several EDC subsidiaries, such as, but not limited
to, BGI, GCGI and EBWPC. He also sits as a director and Executive Vice President of First Gen, a
publicly-listed company, and several First Gen subsidiaries. He is currently the President and Trustee
of the Oscar M. Lopez Center for Climate Change Adaptation and Disaster Risk Management
Foundation, Inc. and a trustee in the board of several non-profit organizations, such as KEITECH
Educational Foundation Inc., Business for Sustainable Development, Inc., The Lopez Museum,
Stiftung Solarenergie Solar Energy Foundation and Messy Bessy. He has been a director of the
International Geothermal Association since 2010. He previously worked with management
consulting firm Booz, Allen and Hamilton, Inc. in New York and London where he specialized in
mergers and acquisition advisory, turnaround strategy advisory, and growth strategy formulation for
media and manufacturing companies.
Mr. Tantoco has an MBA in Finance from the Wharton School of Business of the University of
Pennsylvania (1993) and a Bachelor of Science degree in Business Management from the Ateneo de
Manila University where he graduated with honors (1988).
Francis Giles B. Puno, 55
Mr. Puno, Filipino, has been a director of EDC since November 29, 2007. He also sits in the board of
publicly-listed companies FPH, First Gen, and Rockwell Land. He is also the President and COO of
FPH, First Gen, and several First Gen subsidiaries, such as Red Vulcan Holdings Corporation, First
Gen Energy Solutions, FGP Corp., and First NatGas Power Corp. He previously worked with the
Global Power and Environmental Group of The Chase Manhattan Bank in Singapore and Hong Kong
where he originated and executed financial advisory and debt arrangement mandates for power and
water projects in Asia.
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Mr. Puno has a Master of Management degree from the Kellogg Graduate School of Management of
Northwestern University (1990) and a Bachelor of Science degree in Business Management from the
Ateneo de Manila University (1985).
Joaquin E. Quintos IV, 60
Mr. Quintos, Filipino, has been a director of EDC since November 2015. He is currently Senior Vice
President of FPH and sits as an independent director of iPeople, a publicly-listed company. He is a
member of the board of Philippine American Life and General Insurance Company, Skycable, STI
Education Services, Vicsal Investment, and AB Capital Investment. He is currently a Trustee of the
Foundation for Adolescent Development, and Knowledge Channel Foundation.
Prior to joining FPH, Mr. Quintos was President and CEO of Prople Limited and was the Chairman
and Country General Manager of IBM Philippines Inc. He also headed all of IBM’s wholly owned
subsidiaries in the Philippines. He was President and CEO of IBM Daksh Philippines Inc., Chairman
of IBM Solutions Delivery Inc., and Chairman of IBM Business Services Inc. IBM’s BPO operating
subsidiaries, IBM Daksh and IBM Business Services, were set-up during his tenure.
He was formerly the Chairman of the ICT Panel of the Joint Congressional Committee on Science and
Technology of the Republic of the Philippines. He was previously the Chairman of De La Salle
University Manila and the Co-Chairman of the De La Salle Philippines board, which oversees the
unified administration of the network of seventeen (17) La Sallian institutions in the Philippines. He
was also the previous Vice Chairman of the Credit Information Corporation, the national credit
registry of the Philippines.
Mr. Quintos is a graduate of the University of the Philippines with a Bachelor of Science degree in
Industrial Engineering, cum laude.
Jonathan C. Russell, 55
Mr. Russell, British, has been a director of EDC since November 29, 2007. He is also an Executive
Vice President of First Gen and director of GCGI. He was previously Vice President of Generation
Ventures Associates (“GVA”), an international developer of independent power projects based in
Boston, USA, responsible for the development of 1,720 MW of IPP projects in Asia. Prior to joining
GVA, he worked for BG plc based in London and Boston, responsible for the development of power
and natural gas distribution projects.
Mr. Russell has an MBA with Distinction in International Business & Export Management from the
City University Business School, London, England (1989) and a Bachelor of Science with Honours in
Chemical & Administrative Sciences from the City University, London, England (1987).
David Andrew Baldwin, 55
Mr. Baldwin, Australian, has been a director of EDC since October 3, 2017. He is also a Senior
Managing Director at Macquarie Infrastructure and Real Assets (“MIRA”), where he is the head of
power, renewable and utility businesses across Asia. MIRA is the world’s largest infrastructure asset
manager and has approximately 11GW of renewable energy investments under management.
Mr. Baldwin’s industry experience includes renewable, utilities, resources and petrochemicals in both
private and listed companies around the world.
Prior to joining MIRA in 2017, Mr. Baldwin was CEO, Integrated Gas at Origin Energy, where he
successfully led the delivery of the $25 billion Australia Pacific LNG project. Prior to this, he was
CEO of Contact Energy (“Contact”), one of New Zealand’s largest integrated energy companies with
more than 2,000 MW of geothermal, hydroelectric, and gas-fired generation, and approximately
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600,000 customers. Prior to his role at Contact, Mr. Baldwin was a senior executive at MidAmerican
Energy (now Berkshire Hathaway Energy) in the Philippines and the United States, with
responsibilities that included the delivery and operation of 650 MW of geothermal and hydroelectric
power in the Philippines; and Project Director at SouthPac Corporation (AsiaPower Developments)
with responsibility for the development of the Wayang Windu geothermal project in Indonesia. Mr.
Baldwin started his career with Shell where he held project development and operational management
roles in New Zealand and the Netherlands. He has been a director of private and listed companies
including Contact Energy, Australia Pacific LNG, the Australian Petroleum Production & Exploration
Association, Queensland Resources Council, and Energia Andina (Chile). He has thirty (30) years of
experience developing and operating industrial, energy, and resource companies in Europe, Asia,
Australia, and the US, as well as fifteen (15) years leading listed and private businesses.
Mr. Baldwin has an MBA from the Victoria University of Wellington (1994) and an undergraduate
degree in Chemical Engineering from the University of Canterbury (1985).
Christopher Low Eu Sun, 37
Mr. Low, Malaysian, has been a Director of EDC since October 3, 2017. He is also a Managing
Director at MIRA, where he focuses on power and renewable investment opportunities across South
East Asia. MIRA is the world’s largest infrastructure asset manager with over US$90bn of equity
invested across over 150 businesses globally.
He has been with MIRA since 2006, initially based in MIRA’s London office, but subsequently
moving to Hong Kong (2011) and Singapore (2013). He was a key member of the MIRA team
responsible for the capital raising of MIRA’s Philippines focused infrastructure fund (PINAI), which
raised approximately PHP26 billion of capital commitments in 2012. He also led a majority of the
investments made by the PINAI, which achieved full deployment in a little over three (3) years.
Mr. Low has a Master’s degree in Management from Imperial College London and an undergraduate
degree in Economics from the London School of Economics.
Nicole Goh Phaik Khim, 35
Ms. Goh, Malaysian, is a director of EDC since December 5, 2018. She is a Senior Vice President at
GIC’s infrastructure practice, where she has coverage responsibility for the Asia-Pacific region with
prior experience investing in the US and Europe. GIC was established in 1981 as a private company,
wholly-owned by the Government of Singapore, to manage the foreign reserves of Singapore. It is one
of the world’s largest global investors, with well over US$100 billion of assets in more than forty (40)
countries worldwide.
Ms. Goh has been a member of GIC’s infrastructure practice since 2008. She has an MSc in
Management Science & Engineering from Stanford University and a BSc in Mathematics with
Statistics for Finance from Imperial College London.
Edgar O. Chua, 63
Mr. Chua, Filipino, has been an Independent Director of EDC since July 29, 2010 and he sits as the
Chairman of the Audit and Governance Committee since July 13, 2011. He was the Country
Chairman of the Shell Companies in the Philippines from September 2003 to October 2016. He had
corporate responsibility for the various Shell companies in the exploration, manufacturing, and
marketing sector of the petroleum business. Likewise, he oversaw the chemicals businesses and
shared services. He is currently an independent director of the Integrated MicroElectronics Inc.
(“IMI”) and Metrobank. He is also currently on the Advisory Board of Mitsubishi Motors Philippines
Corporation.
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His career spanned more than thirty eight (38) years of experience in the business fields of chemicals,
auditing, supply planning and trading, marketing and sales, lubricants, corporate affairs and general
management. Outside the Philippines, he held senior positions as Transport Analyst in Group
Planning in the UK and as General Manager of the Shell Company of Cambodia. From July 1999 to
August 2003, he served in various regional roles in Shell Oil Products East, including as GM for
Consumer Lubricants for Asia Pacific covering all countries East of Suez Canal including Saudi
Arabia, China, India, Korea, ASEAN, Australia, New Zealand, and the Pacific Islands. He also
headed Shell’s Global Marketing for Commercial Fuels.
Mr. Chua earned his Bachelor of Science degree in Chemical Engineering from De La Salle
University (1978) and attended various international seminars and courses including the senior
management course in INSEAD in Fontainebleau, France. He is a recipient of numerous local and
international recognitions, including CEO EXCEL for Excellence in Communication in Organisations
(2005); Asia People of the Year (2013); MAP’s Management Man of the Year (2013); CEO of the
Year in the Asia Pacific SABRE (Superior Achievement in Branding Reputation and Engagement)
Awards in China in 2014. In 2015, he was conferred the Lifetime Achievement Award by the Golden
Wheel Awards Foundation. In 2016, he was awarded by the Asia CEO as Global Filipino Executive
of the Year. He was also conferred Doctor of Humanities Honoris Causa by De La Salle Araneta
University in 2018.
Francisco Ed. Lim, 65
Atty. Lim, Filipino, has been an Independent Director of EDC since July 29, 2010. He is a Senior
Partner and a member of the Executive and Special Committees of the Angara Abello Concepcion
Regala & Cruz Law Offices (“ACCRALAW”).
Atty. Lim is the incumbent President of the Shareholders’ Association of the Philippines
(“SharePHIL”). He is a member of the Board of Governors, and is the Vice-President of the
Management Association of the Philippines (“MAP”). Atty. Lim is also a trustee of the Financial
Executives Institute of the Philippines (“FINEX”), CIBI Foundation, Inc., and the Judicial Reform
Initiative, Inc., and a Fellow of the Institute of Corporate Directors (“ICD”).
Atty. Lim is a law professor in the Ateneo de Manila University, San Beda Graduate School of Law,
and a professorial lecturer and Vice-Chair of the Commercial Law Department at the Philippine
Judicial Academy. Atty. Lim isHe is a member of the American Bar Association, International
Insolvency Institute (“III”), and Advisory Committee for the Asian Principles of Business
Restructuring Project of the III and Asian Business Law Institute.
Atty. Lim is a director of The Insular Life Assurance Co., Ltd., Producers Savings Bank Corporation,
and Camerton Holdings.
He also served as President and CEO and director of Philippine Stock Exchange, Inc. (“PSE”),
President & CEO of Securities Clearing Corporation of the Philippines (“SCCP”), Chairman of the
Philippine Stock Exchange Foundation, Inc., (“PSEFI”) and Capital Market Development Center, Inc.
(“CMDCI”), director of the Philippine Dealing & Exchange Corporation (“PDEx”), Trustee of the
Securities Investors Protection Fund (“SIPF”), and member of Capital Market Development Council
(“CMDC”) from September 15, 2004 to February 15, 2010.
Atty. Lim graduated magna cum laude in Bachelor of Philosophy and cum laude in Bachelor of Arts
from the University of Santo Tomas. He completed his Bachelor of Laws degree (Second Honors)
from the Ateneo de Manila University, and his Master of Laws degree from the University of
Pennsylvania, USA.
Atty. Lim is a member of both the Philippine Bar and New York State Bar.
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Manuel I. Ayala, 56
Mr. Ayala has been an Independent Director since September 7, 2016 and currently sits as the
Chairman of the Related Party Transactions Committee since May 8, 2017. He is also an Independent
Director of Sky Cable and the Managing Director of the Philippine office of Endeavor, a global
nonprofit organization focused on accelerating the growth of high impact entrepreneurs.
Prior to Endeavor, Mr. Ayala founded Hatchd, Inc, a technology incubator that has helped to create
companies such as Rappler, PawnHero, Purple Click, AVA, Zipmatch, Ayannah, and GrowSari. He
was also a co-founder of IRG Ltd, a Hong Kong-based M&A advisory firm focused on the telecoms,
media and tech sectors across the Asia Pacific.
Mr. Ayala is a past President of Entrepreneurs Organization (Philippine Chapter) and has an MBA
from Harvard Business School and a BA from Yale University.
Key Executive Officers
Oscar M. Lopez, 89
Chairman Emeritus
Mr. Lopez, Filipino, is the Chairman Emeritus of both the Lopez Holdings Corporation (formerly,
Benpres Holdings Corporation), the holding company for major investments in broadcast, telecoms
and cable, power generation and distribution; and FPH, the specific associate holding company for
power generation and distribution, property and manufacturing. He has been a member of the EDC
Board of Directors since its full privatization in 2007 until October 3, 2017.
Mr. Lopez is one of the most respected and admired business leaders in Asia. He was Management
Association of the Philippines’ Management Man of the Year in 2000 and one of the top twenty (20)
finalists for CNBC and TNT International’s Asia Business Leader Awards in 2004. He was the first
Filipino businessman to be awarded the most prestigious Officer’s Cross of the Order of Merit of the
Federal Republic of Germany in 2005. He was a recipient of The Outstanding Filipino (“TOFIL”)
Award in the field of Business for the year 2009.
Named by Forbes Magazine as among the “Heroes of Philanthropy” in Asia, he is involved in several
social and environmental concerns, among them the Eugenio Lopez Foundation, Lopez Group
Foundation. In 2006, he was honored in Monaco with the IMD-Lombard Odier Hentsch
Distinguished Family Award for “an outstanding commitment on philanthropy for the family’s
achievement in excellence such as the clarity and sustainability of their social endeavors, exemplary
corporate governance, a focus on family values, and the involvement of multiple generations.”
He was conferred Honorary Degree Doctor of Laws, honoris causa by the Philippine Women’s
University in April 2009; conferred Honorary Degree of Humanities, honoris causa by De La Salle
University in Oct. 2010 and by the Ateneo de Manila University in Nov. 2010. He was the 2011
Ramon del Rosario, Sr. Awardee for Nation Building. He was conferred Honorary Degree of Doctor
of Laws, honoris causa by the University of the Philippines in March 2012.
Mr. Lopez was born on April 19, 1930. Has a Master’s degree in Public Administration from the
Littauer School of Public Administration in Harvard University (1955), where he also earned his
Bachelor of Arts degree, cum laude (1951).
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Ma. Elizabeth D. Nasol, 63
Senior Vice President, Head of Human Resource Management Group
Ms. Nasol, Filipino, joined the Company in February 2013 as Vice-President for the Human
Resources Management Group (“HRMG”). Prior to her appointment in EDC, she was the VicePresident for Corporate Human Resources of First Philippine Electric Corporation (“First Philec”)
which is the intermediate holding company for all manufacturing investments of FPH.
Before joining the FPH family, she was the Vice-President for Corporate Human Resource of Roxas
Holdings Inc. and all its subsidiaries, and Head of the Center for Excellence of Globe
Telecommunications, Inc. She was also the Vice-President and Cluster HR Manager for Corporate
Service Unit in San Miguel Corporation where she spent the majority of her professional career.
Ms. Nasol is currently taking her Masteral and Doctorate Degrees in Organization Development in the
Southeast Asia Interdisciplinary Development Institute (“SAIDI”). She graduated from the
University of Santo Tomas with a Bachelor’s Degree in Psychology, completed the Executive
Development Program of INSEAD Singapore in 1992, and finished the Strategic HR Management
Program of the University of Michigan in 1995.
Ms. Nasol became a “Certified Total Rewards Fellow” by the Asian Total Rewards Institute (based in
Singapore) last 2018. She is an active member of the People Management Association of the
Philippines (“PMAP”) and was conferred the title “Diplomate in People Management” in 2017. She
also remains a member of its Board of Trustees and was the Head of its Leadership Committee in
2019 (when it was also named the PMAP “Committee of the Year”). She is currently in the Board of
Trustees of the PMAP Foundation.
She introduced the EDC Classification and Compensation System and the Performance Management
System called Performance, Assessment, Coaching and Evaluation (“PACE”) covering all employees
including bargainable employees. CBA negotiations are now done on a Unified and Integrated
Approach which won a Lopez Achievement Award for Human Resources in 2015.
Under her leadership in the HRMG, EDC installed the following: Talent Management Program,
Performance Management, Job Evaluation, Promotions System, Global Mobility Program, Leaders
Coaching Leaders, Executive Coaching, New Retirement Plan based on Defined Contribution, and
Flexible Work Arrangements.
Victor Emmanuel B. Santos, Jr., 52
Senior Vice President and Regulatory Compliance Officer
Mr. Santos, Filipino, born on September 7, 1967, has been elected as Senior Vice-President,
Regulatory Compliance Officer of Energy Development Corporation on November 22, 2017. Prior to
his election as EDC’s Senior Vice-President and Regulatory Compliance Officer, Mr. Santos was a
Director of the Corporation from February 28, 2017 to October 3, 2017. He is also the Senior VicePresident of First Gen Corporation and FPHC, both publicly-listed companies of the Lopez Group.
He is currently a Director of the Philippine Independent Power Producers Association (“PIPPA”)
since August 2016, and a Director of the Philippine Electricity Market Corporation (“PEMC”) Board
since April 2013.
Mr. Santos has a master’s degree in Business Administration from Fordham University (1995) and a
Bachelor of Science degree in Management of Financial Institutions from De La Salle University
(1989).
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Liberato S. Virata, 60
Vice President, Head of Facilities O&M Group and Project Management
Mr. Virata, Filipino, was appointed by the Board in December 2010. He started working for EDC in
1982 and held various positions including Field Maintenance Manager for LGPF, Maintenance
Manager, Production Manager and Resident Manager for BGPF and Vice President and Head of
Project Management prior to his current position.
Mr. Virata graduated with a Bachelor of Science degree in Mechanical Engineering from the Mapua
Institute of Technology in Manila (1981). He became a Registered Mechanical Engineer in 1982 and
a Professional Mechanical Engineer in 2006. He completed the Refinery Operations Course at Shell
Refinery Clyde, Sydney New South Wales, Australia (1988), Management Development Program of
AIM (1996), and Diploma Course in Maintenance Management System (JICA) at Kitakyushu, Japan
(2003).
Mr. Virata is currently a Trustee and Auditor of the Foundation of Outstanding Mapuan Incorporated.
He was the National President of the Philippine Society of Mechanical Engineers in 2011 and 2012.
He was a recipient of the PSME Fellow Award in 2013, PSME Don Tobias Marcelo Lifetime
Achievement Award in 2016, PSME Outstanding Past President Emeritus Award in 2017, MIT’s
Outstanding Alumnus Award for 2016, NAMA’s The Outstanding Mapuan for 2016, MEAAMIT’s
The Outstanding Mechanical Engineer in 2014 and Philippines Professional Regulation Commission
Citation for the Most Outstanding Mechanical Engineer in 2015.
Erwin O. Avante, 45
Vice President, Head of Corporate Finance Division and Compliance Officer for SEC
Mr. Avante, Filipino, was appointed by the Board as Chief Finance Officer effective January 1, 2019
and as a Compliance Officer effective on March 1, 2014. He is also a Vice-President in First Gen
Corporation and was a member of the Board of Trustees of the CFA Society of the Philippines from
2010 and from 2017 to 2019. Prior to joining the Lopez Group in 1998, Mr. Avante worked as Senior
Audit In-charge at SyCip, Gorres, Velayo &. Co.
Mr. Avante has a Masters Degree in Business Administration (2000) and a Masters Science Degree in
Computational Finance (2003), both obtained from the Graduate School of Business - De La Salle
University, and a Bachelor of Science in Accountancy from De La Salle University (1994). Mr.
Avante placed 1st in the May 1995 Certified Public Accountants board examination. He is also a CFA
charterholder since 2005.
Bernadette Ann Villa Policarpio, 44
Corporate Secretary
Atty. Policarpio, Filipino, was appointed as Assistant Corporate Secretary of EDC on September 7,
2016 and then as Corporate Secretary on October 3, 2017. Beth is also Vice President and Senior
Counsel at First Gen Corporation (“First Gen”). She joined EDC in August 2015, when she was
seconded from First Gen to head the Legal Services Division of EDC.
Prior to joining the Lopez Group, Beth was Assistant Vice President for Legal Services at Global
Business Power Corporation (“Global Power”), where she also served as the Head of the Legal
Department and Assistant Corporate Secretary of the Global Power subsidiaries. Before moving inhouse, Beth built her legal experience first as litigation associate at Villaraza & Angangco, later
joining the government as Court Attorney in the Office of then Chief Justice Hilario G. Davide, Jr. in
the Philippine Supreme Court. Thereafter, she pursued and completed her Master of Laws degree at
the University of Michigan in Ann Arbor, Michigan, U.S.A., which was followed by a fellowship stint
at the Center for International Environmental Law in Geneva, Switzerland. Upon her return to the
Philippines, she transitioned into commercial law practice as an associate at Romulo Law Office.
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She obtained a Bachelor of Science degree in Management, Major in Legal Management in 1996
from the Ateneo de Manila University, where she also earned her Juris Doctor degree (with Second
Honors Silver Medal Award) in 2000. She was admitted to the Philippine Bar in 2001. In 2006, Beth
received her Master of Laws degree from the University of Michigan in Ann Arbor, Michigan,
U.S.A., as a Michigan Grotius Fellow.
Ana Maria A. Katigbak-Lim, 50
Assistant Corporate Secretary
Atty. Katigbak-Lim, Filipino, was appointed by the Board in January 2007 as Assistance Corporate
Secretary, and was appointed as Corporate Secretary on September 7, 2016. On October 3, 2017, she
was appointed anew as Assistant Corporate Secretary. She is a senior partner of the Castillo Laman
Tan Pantaleon & San Jose Law Firm.
Atty. Katigbak graduated cum laude from the University of the Philippines with Bachelor of Science
degree. She is a graduate of the University of the Philippines College of Law (1994) and a member of
the Phi Kappa Phi international honor society. Her practice areas are corporate law, securities and
litigation. She was admitted to the Philippine Bar in 1995.
Ferdinand B. Poblete, 58
Vice President, Chief Information Officer, Advisor-Information Technology Infrastructure
Mr. Poblete, Filipino, was appointed by the Board in April 2019. He is a global information
technology (“IT”) executive with over thirty (30) years of diverse experience in cross-cultural markets
across Asia, Europe, Middle East, Africa, Latin America and North America. He has held various
leadership positions with responsibilities covering IT infrastructure, manufacturing, sales, logistics
systems, people management, strategic business planning and management, and business
development. He was formerly the Senior Vice President and Director for the Strategic Initiatives
Office of Philamlife Insurance Co. He was also with Procter & Gamble (“P&G”) for eighteen (18)
years, holding various positions such as Country IT Manager of Korea, Associate Director for
Worldwide Distribution Systems and Associate Director for Business Information Solutions for Asia
Regional Operations.
Mr. Poblete graduated with a B. S. in Electrical Engineering degree from the University of the
Philippines in Diliman, and is an alumnus of the Philippine Science High School.
Ariel Arman V. Lapus, 50
Vice President
Mr. Lapus, Filipino, was appointed by the Board in March 2012 to oversee EDC’s business
development efforts in Latin America. He sits in the boards of directors of all the EDC companies in
Chile and Peru.
Prior to this, Mr. Lapus was Vice-President of First Gen, overseeing the power marketing and trading
operations of First Gen and EDC. He has more than twenty (20) years of experience in the power
industry handling business development, M&A, power marketing and trading, plant operations and
corporate services. He has occupied senior management roles in Mirant Philippines Corporation,
Global Business Power Corporation, First Gen, and EDC.
Mr. Lapus is also Chief Operating Officer of pi energy inc., and FP Island Energy Corporation (both
subsidiaries of First Philippine Holdings Corp.). He also sits in the board of Sikat Foundation.
Mr. Lapus graduated with a Bachelor of Science degree in Business Management from the Ateneo de
Manila University (1990). He has a Masters in Business Management (“MBM”) degree from the
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Asian Institute of Management (1997) and a Masters in Leadership and Strategy (Sloan Programme)
at the London Business School (2017).
Reman A. Chua, 49
Vice President
Mr. Chua, Filipino, has been with EDC from 2007 to the present, leading business development
projects for solar and wind, most notable of which is the Company’s 150 MW Burgos Wind Project.
He was appointed as Vice President on September 9, 2015.
Before his assignment to EDC, he began his career with the Lopez Group in 2002 as a Manager for
Business Development under FGP Corporation. For a time, he was studying natural gas power
vehicles as an extension business for the group and as an entry to non-power market for natural gas in
the Philippines. He was assigned to the Manila North Tollways Corporation as manager for
marketing, compliance and Business Development from 2002 up to 2005, during which the
rehabilitation and expansion of the North Luzon Expressway (“NLEX”) was undertaken and
successfully completed in 2005. He led the marketing communications efforts that managed the
increase of the toll rates in NLEX. Thereafter, he returned to First Gen and led various acquisition
projects in the power sector.
He graduated with a Bachelor of Arts degree in Economics from Ateneo de Manila University, and
holds a Masters in Business Management degree from the Asian Institute of Management (“AIM”).
Ramon A. Carandang, 52
Vice President, Head of Corporate Communications Group
Mr. Carandang, Filipino, is the Vice President of the Corporate Communications. He is concurrently
a VP of First Gen and First Philippine Holdings Corporation. He also serves as a director Board of
Unicapital Securities and Ronin Consultants.
Prior to joining EDC, Mr. Carandang was Secretary for Presidential Communications under the
administration of President Benigno Aquino III, where he also served as a member of the cabinet level
clusters on economic policy and national security.
Before joining the Aquino government, he was a news anchor and reporter for ABS-CBN News from
2000-2010.
Mr. Carandang obtained his Bachelor of Arts degree in Management Economics at the Ateneo de
Manila University.
James Arnold D. Villaroman, 46
Vice President, Head of Strategy and Long-Term Planning
Mr. Villaroman, Filipino, is the Vice President and Head of Strategy and Long-Term Planning. He
has been with the Company since 2012. Prior to joining EDC, Mr. Villaroman was an Executive of
ExxonMobil Corporation in charge of corporate planning and business analytics for Canada. In this
position, he handled various strategic initiatives from 2006-2012. Mr. Villaroman also held key
positions in several financial institutions like the Asian Development Bank, JP Morgan Chase
Securities, and BZW Asia Ltd (Investment Banking Subsidiary of Barclays bank, UK).
Mr. Villaroman earned his MBA – Finance General Management from the Richard Ivey School of
Business, University of Ontario, London, Ontario, Canada (2006), and his Bachelor’s Degree in
Industrial Engineering from the Ateneo de Manila University (1995). He completed his training in the
Six-Sigma Black Belt in 2010 and received ExxonMobil designation as a Continuous Improvement
Specialist.
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Emmanuel C. Portugal, 56
Vice President, Chief Digital Transformation Officer and Head-Technology Office
Mr. Portugal was appointed as Vice President and Chief Digital Transformation Officer beginning
May 15, 2017. He is a highly experienced executive with a strong track record in business
development, product marketing, sales and channel management. Among the companies he worked
for are IBM, DFNN, Intel, VMware. Prior to EDC, Manny was the County manager of VMware
Philippines where he established the organization as a strategic cloud computing and mobility
platform for large enterprises in the telecommunications, banking, manufacturing and public sector
industries.
Mr. Portugal graduated from the University of the Philippines, with a Bachelor of Science degree in
Mechanical Engineering in 1985.
Jay Joel L. Soriano, 43
Vice President, Head of Intergrated Planning Group
Mr. Soriano, Filipino, was appointed by the Board in May 2019 as Vice President and Head of the
Integrated Planning Group. With experience in strategic planning, business development and other
commercial functions, he is leading major organizational changes and multiple growth initiatives. He
joined EDC in 2014 as Deputy Strategic Business Unit Head of BacMan before assuming the role of
Strategic Business Unit Head of Negros Island Business Unit from 2016 to 2019.
Mr. Soriano obtained his bachelor’s degree in Management Engineering from the Ateneo de Manila
University. He also holds a Master’s Degree in Business Administration from Harvard University.
James E. Jumawan, 57
Vice President, Head of Well Services Group
Mr. Jumawan, Filipino, was appointed by the Board in May 2019 as Vice President and has been
leading the drilling activities of EDC since 2015 as Head of the Well Services Group. He has more
than three (3) decades of drilling expertise with EDC, joining the Company as a Drilling Engineer in
1988.
Mr. Jumawan obtained his Bachelor of Science degree in Electrical Engineering from Siliman
University in 1986 and a diploma in Geothermal Energy Technology from the University of
Auckland, New Zealand in 2000.
Edwin H. Alcober, 48
Vice President, Head of Geothermal Resources
Mr. Alcober, Filipino, was appointed by the Board as Vice President in May 2019 and was Head of
Geothermal Resources since 2018. He began his career in EDC more than two (2) decades ago as a
Drilling Engineer. He, then, became a Process Geochemist before heading the Leyte Resource
Management Department. He was also previously the Geosciences and Reservoir Engineering Group
Head.
Mr. Alcober obtained his Bachelor of Science degree in Chemical Engineering from the University of
the Philippines in Diliman in 1994 and his diploma in Geothermal Energy Technology from the
University of Auckland, New Zealand in 1998.
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Emeterio T. Busmeon, 59
Vice President, Facility Operations and Maintenance Group
Mr. Busmeon, Filipino, was appointed by the Board in December 2019 as Vice President and Head of
Facility Operations and Maintenance Group. He joined EDC in 2009. Prior to joining EDC, he was
Acting Manager of the Maintenance Division of the National Power Corporation, having been with
said company since 1990.
Mr. Busmeon graduated from the Siliman University, with a Bachelor of Science degree in
Mechanical Engineering in 1984. He holds a Master’s Degree in Public Administration also from
Siliman University.
Glenn L. Tee, 48
Chief Audit Executive, Assistant Vice President, Head of Internal Audit Group
Mr. Tee, Filipino, was appointed by the Board in October 2010. Prior to his appointment at EDC, he
was Internal Audit Head of First Gen Corp. for two years. He has been with the Lopez Group since
1994 and has held key positions in the internal audit and accounting departments of First Philippine
Holdings Corp. and First Philippine Infrastructure and Development Corp.
Mr. Tee graduated from San Beda College (1992), and is both a Certified Public Accountant and
Certified Internal Auditor. He completed the academic requirements of the Executive Masters in
Business Administration from the AIM (2009).
Ryan Z. Velasco, 40
Assistant Vice President, Corporate Information Officer, Head of Investor Relations
Mr. Velasco, Filipino, has been with the Company since 2013. He initially joined as part of EDC’s
International Business Development team covering Latin America, before moving to Finance to assist
with the Company’s Investor Relations, Special Projects and other activities. Prior to joining the
Company, he worked for Indra Philippines, Inc. as its Managing Consultant and Head of Business
Development – Financial Markets, and with Citigroup in London, UK as a Vice President covering its
Europe, Middle East and Africa market.
Mr. Velasco obtained his MBA degree at IESE Business School in Barcelona, Spain, and had
attended an MBA International Exchange Program at Tuck School of Business (Dartmouth) in
Hanover, New Hampshire, USA. He graduated from Ateneo de Manila University with a Bachelor of
Science Degree in Business Management, Honors Program.
Maribel A. Manlapaz, 54
Assistant Vice President, Head of Comptrollership
Ms. Manlapaz, Filipino, joined EDC in November 2009. Prior to joining EDC, she held various
executive positions for more than twenty years at various global Pharmaceutical companies including
as Director of Finance, UCB Philippines, Inc., a multinational company based in Belgium.
Ms. Manlapaz started her career in 1987 with SGV& Co (EY Affiliate) as an auditor. Between 1989
and 2006, she joined Pfizer Inc and The Boots Company Philippines, managing various finance
functions. Her areas of expertise in field of Finance are management accounting, financial accounting
and reporting, tax planning and compliance, and corporate and regulatory compliance.
Ms. Manlapaz is Certified Public Accountant and holds a Masters Degree in Business
Administration – Top Executive Program from Pamantasan ng Lungsod ng Maynila (1996). She
finished her undergraduate with cum-laude distinction from Philippines School of Business
Administration in 1986 and awarded most Outstanding graduate of the year.
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Significant Employees
No single person or employee is expected to make a significant contribution to the Company’s
business since the Company considers the collective efforts of all its employees as instrumental to the
success of the Company.
Family Relationships
Oscar M. Lopez is the father of Federico R. Lopez; and the wives of Federico R. Lopez and Francis
Giles B. Puno are sisters.
Involvement in Certain Legal Proceedings
To the best of the Company’s knowledge, there has been no occurrence during the past five (5) years
and up to the date of this Annual Report of any of the following events, which are material to an
evaluation of the ability or integrity of any director, person nominated to become a director, executive
officer, or control person of the Company:
1. Any insolvency or bankruptcy petition filed by or against any business of which such person was
a general partner or executive officer either at the time of the insolvency or within two years prior
to that time;
2. Any conviction by final judgment in a criminal proceeding, domestic or foreign, or any pending
criminal proceeding, domestic or foreign, excluding traffic violations and other minor offenses;
3. Any final and executory order, judgment, or decree of any court of competent jurisdiction,
domestic or foreign, permanently or temporarily enjoining, barring, suspending, or otherwise
limiting involvement in any type of business, securities, commodities, or banking activities; and
4. Any final and executory judgment by a domestic or foreign court of competent jurisdiction (in a
civil action), the Philippine SEC, or comparable foreign body, or a domestic or foreign exchange
or electronic marketplace or self-regulatory organization, for violation of a securities or
commodities law.
EXECUTIVE COMPENSATION
The aggregate compensation paid or incurred during the last two fiscal years and estimated to be paid
in the ensuing fiscal year to the executive officers of the Company are as follows:
Summary Compensation Table

Name
Federico R. Lopez, Chairman & CEO
Richard B. Tantoco, President & COO
Liberato S. Virata / Senior Vice-President
Ma. Elizabeth D. Nasol / Senior Vice-President
Erwin O. Avante, Vice President
CEO and the four most highly compensated officers
named above
Aggregate compensation paid to all officers and
directors as a group unnamed

Year

Salary

2018
2019
2020(estimate)
2018
2019
2020(estimate)

₱41,017,620
₱28,650,167
₱30,369,177
₱118,379,311
₱209,051,892
₱214,724,179

Bonus/Other Annual
Compensation

₱14,767,356
₱22,674,576
₱21,942,610
₱97,584,922
₱186,482,745
₱192,475,518

*Note: Certain officers of the Corporation, including the top four members of senior management listed in the table above, are seconded and
receive their salaries from First Gen Corp.
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Description of the Terms and Conditions of (a) Employment Contracts between the Registrant
and Named Executive Officers, and (b) Compensatory Plan or Arrangement
There is no employment contract between EDC and Messrs. Lopez, and Tantoco. The foregoing
officers are seconded to EDC and receive their respective salaries from First Gen Corp.
Warrants
As of the date hereof, there are no outstanding warrants held by the Company’s president, named
executive officers, and all directors and officers, as a group.
Stock Ownership Plans
The Corporation’s board of directors and stockholders approved on May 25 and June 10, 2008,
respectively, the creation of Stock Ownership Plans consisting of a Stock Grant Plan, Stock Option
Plan, and Stock Financing Plan (collectively the "Stock Ownership Plans") covering the Corporation’s
officers and employees. The total number of shares to be awarded under the Stock Ownership Plans
shall not exceed four percent (4%) of the Company’s issued common capital stock. The finalization
and approval of each of the plans constituting the Stock Ownership Plans, including the rules thereof,
have been delegated to the Company’s board of directors. To date, only the rules of the Stock Grant
Plan have been approved by the Company’s board of directors.
Under the Stock Grant Plan, the company’s Nomination and Compensation Committee (“NCC”) has
the sole discretion to select individuals to whom awards shall be granted in any calendar year. As of
the date of this statement, the NCC has granted in favor of certain officers and employees of the
company a total of Seventeen Million One Hundred Twenty Five Thousand (17,125,000) stock
awards broken down into: Seven Million (7,000,000) stock awards granted on December 1, 2009,
Two Million Six Hundred Twenty Five Thousand (2,625,000) stock awards granted on
January 1, 2010, Two Million Six Hundred Twenty Five Thousand (2,625,000) stock awards on
June 1, 2011, Two Million Six Hundred Twenty Five Thousand (2,625,000) stock awards granted on
June 1, 2012 and Two Million Two Hundred Fifty Thousand (2,250,000) on June 1, 2013.
The granted shares will vest over a three (3)-year period as follows: twenty percent (20%) after the 1st
anniversary of the grant date; thirty percent (30%) after the 2 nd anniversary of the grant date; and the
remaining fifty percent (50%) after the 3rd anniversary of the grant date. Of the Seven Million
(7,000,000) shares granted on December 1, 2009, One Million Four Hundred Thousand (1,400,000)
shares vested on January 1, 2010, Two Million One Hundred Thousand (2,100,000) shares vested on
January 1, 2011 and Three Million Five Hundred Thousand (3,500,000) shares vested on
January 1, 2012. Of the Two Million Six Hundred Twenty Five Thousand (2,625,000) shares granted
on June 1, 2010, Five Hundred Twenty Five Thousand (525,000) shares vested on January 1, 2011,
Seven Hundred Eighty Seven Thousand Five Hundred (787,500) shares vested on January 1, 2012
and One Million Three Hundred Twelve Thousand Five Hundred (1,312,500) shares vested on
January 1, 2013. Of the Two Million Six Hundred Twenty Five Thousand (2,625,000) shares granted
on June 18, 2011, Five Hundred Twenty Five Thousand (525,000) shares vested on January 1, 2012,
Seven Hundred Eighty Seven Thousand Five Hundred (787,500) shares vested on January 1, 2013,
One Million One Hundred Twenty Five Thousand (1,125,000) shares vested on January 1, 2014, and
one hundred eighty seven thousand five hundred (187,500) shares were forfeited. Of the Two Million
Six Hundred Twenty Five Thousand (2,625,000) shares granted on June 1, 2012, Five Hundred
Twenty Five Thousand (525,000) shares vested on January 1, 2013, Six Hundred Seventy Five
Thousand (675,000) shares vested on January 1, 2014, Seven Hundred Fifty Thousand (750,000)
shares vested on January 1, 2015, and six hundred seventy five thousand (675,000) shares were
forfeited. Lastly, of the Two Million Two Hundred Fifty Thousand (2,250,000) shares granted on
June 1, 2013, Four Hundred Fifty Thousand (450,000) shares vested on January 1, 2014, Four
Hundred Fifty Thousand (450,000) shares vested on January 1, 2015, Six Hundred Nine Thousand
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Three Hundred Seventy Five (609,375) shares vested on January 1, 2016 and seven hundred forty
thousand six hundred twenty five (740,625) shares were forfeited.
The following table sets out the awards that have been granted pursuant to the Stock Grant Plan and
the number of shares relating to each such person as of December 31, 2018:
Name and Position

Date
Grant

of

Total
Options
Granted

Vested

Forfeited

Unvested

Aggregate number of
shares granted to the Dec.1, ‘09
7,000,000
7,000,000
above-named officers
Jun. 1 ‘10
2,625,000
2,625,000
Jun. 1 ‘11
2,625,000
2,437,500
Jun. 1 ‘12
2,625,000
1,950,000
Jun. 1 ‘13
2,250,000
1,509,375
Aggregate number of
shares granted to all Dec.1, ‘09
7,000,000
7,000,000
officers and directors as Jun. 1 ‘10
2,625,000
2,625,000
a group unnamed
Jun. 1 ‘11
2,625,000
2,437,500
Jun. 1 ‘12
2,625,000
1,950,000
Jun. 1 ‘13
2,250,000
1,509,375
*Average market price from date of grant to October 31, 2018.

-

-

-

-

Fair Value Market
at
Grant Price/Share *
Date
(Php)

187,500
675,000
740,625

4.20
4.70
6.75
5.84
6.10

6.09
6.16
6.22
6.25
6.21

187,500
675,000
740,625

4.20
4.70
6.75
5.84
6.10

6.09
6.16
6.22
6.25
6.21

No stock awards have been granted by the Committee since 2013.
In 2017, in connection with the public tender offer of PREHC to acquire common shares of EDC, the
BDO Trust tendered a total of 88.0 million EDC common shares out of the 100.7 million remaining
common shares which have been issued irrevocably by EDC, for P633.7 million at P7.20 per share,
resulting to an APIC of P327.7 million. The proceeds from the sale of these shares were transferred
by the BDO Trust to the Company’s retirement fund.
In 2018, in connection with the tender offer of EDC to acquire its common shares owned by the
public as part of its planned voluntary delisting, the BDO Trust tendered all the remaining common
shares which have been issued irrevocably by EDC, for P111.8 million, resulting to an APIC of
P67.5 million. The proceeds from the sale of these shares were transferred by the BDO Trust to the
Company’s retirement fund.
In November 2019, ten years after the adoption date of Employee Stock Grant Plan, the plan expired.
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SECURITY OWNERSHIP OF CERTAIN RECORD AND BENEFICIAL OWNERS AND
MANAGEMENT
Security Ownership of Certain Record and Beneficial Owners (of more than 5%) as of
December 31, 2019
Type of
Class
Common
Preferred

Name, address of Record
Owner and Relationship
with Issuer
Red Vulcan Holdings
Corporation
6th Floor Rockwell
Business Center Tower 3,
Ortigas Ave., Pasig City
(Red Vulcan Holdings
Corp. is a major
stockholder of EDC)

Common

Common

Common

Philippines Renewable
Energy Holdings
Corporation (PREHC)*

First Gen Corporation
6th Floor Rockwell
Business Center Tower 3,
Ortigas Ave., Pasig City
(First Gen Corp. is a
stockholder of EDC)
Northern Terracotta
6th Floor Rockwell
Business Center Tower 3,
Ortigas Ave., Pasig City
(Northern Terracotta is a
stockholder of EDC)

Name of Beneficial
Owner &
Relationship with
Record Owner
Beneficial Owner First Gen Corporation

Citizenship

No. of Shares Held

Percent of
Class

Filipino

7,500,000,000
9,375,000,000

43.98%
100.00%

Foreign

9,226,249,810

54.10%

Filipino

148,910,559

0.87%

Filipino

148,092,918

0.87%

(First Gen Corp. is a
major stockholder of
Red Vulcan Holdings
Corp.)
Proxy - Federico R.
Lopez, Chairman of
First Gen Corporation
Beneficial Owner of
more than 5%
Proxy - Michael T.
Rodriguez,
Chairman/President of
PREHC or
Christopher Low Eu
Sun, Director of
PREHC
Beneficial Owner of
more than 5%
Proxy - Federico R.
Lopez, Chairman of
First Gen
Beneficial Owner First Gen Corporation
(Northern Terracotta
is a stockholder of
EDC and a whollyowned subsidiary of
First Gen Corp.)
Proxy - Federico R.
Lopez, Chairman of
First Gen Corporation

*Philippines Renewable Energy Holdings Corporation is considered a foreign shareholder of EDC, being a domestic corporation wholly owned by a foreign
(Dutch) shareholder. While its 9,226,249,810 shares correspond to 54.10% of total outstanding common shares, these shares only constitute 34.91% of the total
outstanding EDC shares in all classes and of the total outstanding voting shares of EDC.

Security Ownership of Directors and Management as of December 31, 2019
Title of
Class
Directors
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common

Name of Beneficial Owner

Amount of
Shares

Federico R. Lopez – Chairman & CEO
Richard B. Tantoco – President & COO
Francis Giles B. Puno
Jonathan C. Russell
Joaquin E. Quintos IV
David Andrew Baldwin
Christopher Low Eu Sun
Nicole Goh Phaik Khim
Edgar O. Chua
Francis Ed. Lim
Manuel I. Ayala

1
1
1
1
1
1
1
1
1
1
1

87

Nature of
Ownership

Citizenship

Direct
Direct
Direct
Direct
Direct
Direct
Direct
Direct
Direct
Direct
Direct

Filipino
Filipino
Filipino
British
Filipino
Australian
Malaysian
Malaysian
Filipino
Filipino
Filipino

Percent
of Class
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%

Title of
Name of Beneficial Owner
Class
Key Executive Officers
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common
Common

Amount of
Shares

Oscar M. Lopez – Chairman Emeritus
Ma. Elizabeth D. Nasol
Victor Emmanuel B. Santos, Jr.
Liberato S. Virata
Erwin O. Avante
Bernadette Ann V. Policarpio
Ana Maria A. Katigbak
Ferdinand B. Poblete
Ariel Arman V. Lapus
Reman A. Chua
Ramon A. Carandang
James Arnold D. Villaroman
Emmanuel C. Portugal
Jay Joel L. Soriano
Edwin H. Alcober
James E. Jumawan
Emeterio T. Busmeon
Glenn L. Tee
Ryan Z. Velasco
Maribel A. Manlapaz

1
0
1
0
0
0
0
0
0
9,572
0
0
0
0
0
0
0
0
0
0

Nature of
Ownership

Citizenship

Direct
Direct
Direct
-

Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino

Percent
of Class
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%

As of December 31, 2019, the aggregate amount of common shares registered in the names of the
directors and key executive officers of the Company is 9,585 or 0.000% of total common shares.
Voting Trust Holders of 5% or more
The Company knows of no persons holding more than 5% of common shares under a voting trust or
similar agreement.
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Certain Relationships and Related Transactions
Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and operating
decisions. Parties are also considered to be related if they are subject to common control.
Following are the amounts of transactions and outstanding balances as of and for the years ended
December 31, 2019, 2018 and 2017 with entities under common control:

Related Party
Due to related parties
First Gen

FGP Corp
Lopez Holding
First Gas Power
Corporation

Dividends Payable
Philippine Renewable
Energy Holdings Corp.
Red Vulcan
First Gen

Due from related parties
First GES
Thermaprime

Trade and other
receivables
First GES
Rockwell Land
Corporation - The
Grove (RLC-TG)
Rockwell Land
Corporation - Sheridan
Rockwell Land
Corporation Edades
Tower and Green
(RLC-ETG)
Rockwell Land
Corporation - Tera
First Philippine Industrial
Corporation (FPIC)
First Gen Hydro Power
Corporation (FGHPC)
Rockwell Land
Corporation - Santolan
Rockwell Powerplant
Thermaprime

Entities under common
control
Trade and other
payables
Thermaprime
First Balfour Inc.
First GES

Nature of Transaction

Terms

Consultancy fee

Unsecured and will
be settled in cash

Dividend
Survey services
Interest-free advances
Interest-free advances
Interest-free advances
Interest-free advances

Dividend
Dividend
Dividend

Transactions for the years
ended December 31
2019
2018

2017

Outstanding balance as of
December 31
2019
2018

P
= 57,058,824

=383,435,294
P

=383,435,294
P

P
=–

=31,952,940
P

26,194,892
10,900,000
11,063,272
–
–
12,401,786

–
–
17,932,290
25,760
–
215,858

277,699,156
–
33,814,841
235,455
30,249,215
2,293,851

–
–
2,642,871
–
–
–

–
–
2,654,181
17,469
–
–

P
= 117,618,774

=401,609,202
P

=727,727,812
P

P
= 2,642,871

=34,624,590
P

Unsecured and will P
= 3,895,309,434
be settled in cash
- do 3,166,489,241
- do 62,869,824
P
= 7,124,668,499

=–
P

=– P
P
= 2,272,317,626

=–
P

–
–
=–
P

– 1,847,162,449
–
36,674,932
=– P
P
= 4,156,155,007

–
–
=–
P

- do - do - do - do -

Other services
Lease drilling

- do - do -

Sale of electricity
- do -

Unsecured and will
be settled in cash
- do -

- do -

P
= 6,811,916
1,597,534
P
= 8,409,450

=41,024,013
P
–
=41,024,013
P

=71,911,910
P
–
=71,911,910
P

P
= 30,515,382
1,597,534
P
= 32,112,916

=794,735
P
–
=794,735
P

P
= 869,330,831 P
=1,873,178,749 P
=1,596,294,183

P
= 76,786,081

=170,736,814
P

5,118,689

7,979,388

4,865,100

–

76,256,269

69,255,165

- do -

54,584,196

–

- do -

- do -

42,421,006

43,262,385

10,201,080

2,742,845

4,569,812

- do -

- do -

37,405,245

–

–

2,680,669

–

- do -

- do -

–

1,144

1,384

–

323

- do -

- do -

–

46,825,451

8,229,508

–

–

- do -

- do -

304,804

–

–

–

–

- do Sale of rigs

- do - do -

1,856,476
–
–
–
1,020,000
–
P
= 1,082,158,827 P
=2,033,542,894 P
=1,631,393,358

–
–
P
= 92,193,384

–
–
=183,286,337
P

P
= 192,626,358

=131,498,696
P

Drilling and other Unsecured and will P
= 1,161,690,180
related services
be settled in cash
Civil Works and other
- do 881,513,707
services
Purchase of services
- do 41,783,722
and utilities

(Forward)
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16,667,203

=722,043,718 P
P
=1,114,627,333
663,476,497

1,021,737,911

487,064,889

625,882,087

91,863,444

129,881,112

11,389,434

8,438,477

Related Party
Rockwell Land
Corporation
First Philec Manufacturing
Technologies Corp
Skycable

Nature of Transaction
Purchase of services
and utilities
Purchase of services
and utilities
Purchase of services
and utilities
Adtel
Purchase of services
and utilities
First Philippine Realty
Purchase of services
Corporation
and utilities
First Philippine Industrial Purchase of services
Corporation
and utilities
First Philec Inc.
Purchase of services
and utilities
ABS-CBN Corporation
Purchase of services
and utilities
Securities Transfer
Purchase of services
Services, Inc.
and utilities
ABS-CBN Publishing, Inc. Purchase of services
and utilities

Miscellaneous Income
First Gen

Dividend

Transactions for the years
ended December 31
2019
2018
–
50,631

Terms
- do -

2017
6,649,211

Outstanding balance as of
December 31
2019
2018
2,431,475
2,431,475

- do -

–

–

–

2,077,482

2,435,482

- do -

–

–

3,640,000

1,458,482

1,458,482

- do -

P
= 333,950

=626,047
P

=2,819,096
P

P
= 572,714

=781,568
P

- do -

3,814,493

1,899,772

1,677,502

567,366

220,840

- do -

151,544

326,455

–

465,225

321,931

- do -

–

373,110

–

358,000

–

- do -

132,996

2,204,889

147,321

132,996

–

- do -

43,234

36,720

409,969

43,234

–

- do -

–

–

–

3,600

3,600

P
= 2,089,463,826 P
=1,482,901,283 P
=2,281,589,455

P
= 699,191,255

=773,472,638
P

P
=–

=–
P

Unsecured and will
be settled in cash

P
= 6,762,910

=4,303,670
P

=4,303,670
P

The amounts outstanding are unsecured and will be settled in cash. The Company did not recognize
any impairment losses on receivables from related parties in 2019, 2018 and 2017. Entities under
common control consists of subsidiaries (direct or indirect) of Lopez, Inc., the Company’s ultimate
parent.
i.

First Gen
Consultancy agreement
First Gen provides financial consultancy, business development and other related services to
the Parent Company under a consultancy agreement.
In 2018, the consultancy agreement was extended for a period of twenty four (24) months,
fromJanuary 1, 2019 to December 31, 2020.
The total consultancy services amounted to P
=57.1 million in 2019 and P
=383.4 million in 2018
and 2017 and were included in the “Purchased services and utilities” under “General and
administrative expenses” accounts.
Equity securities
As of December 31, 2019 and 2018, EDC owns First Gen shares with fair market values
totaling to P
=297.0 million and P
=245.7 million, respectively. These acquired First Gen shares
were recognized in the consolidated statements of financial position as financial assets at
FVOCI as at December 31, 2019 and 2018.
Dividend income earned from the investment in First Gen shares amounted to P
=6.8 million in
2019 and P
=4.3 million in 2018 and 2017.

ii.

First Balfour, Inc. (First Balfour)
Following the regular bidding process, the Company awarded to First Balfour procurement
contracts for various works such as civil, structural and mechanical/piping works in the
Company’s geothermal, wind and solar power plants.
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As of December 31, 2019 and 2018, the outstanding balance amounted to P
=487.1 million and
=625.9 million, respectively, recorded under “Trade and other payables” account in the
P
consolidated statements of financial position.
iii.

Thermaprime
Thermaprime Well Services, Inc. (“Thermaprime”) is a subsidiary of First Balfour, a wholly
owned subsidiary of First Holdings. Thermaprime provides drilling services such as, but not
limited to, rig operations, rig maintenance, well design and engineering. Thermaprime
provides drilling services and drilling rig preservation services to EDC.
On August 31, 2018, EDC entered into a contract with Thermaprime for the sale of Rigs and
its ancillary items for an amount of P
=1.0 million, exclusive of VAT. The loss on sale
amounting P
=38.0 million was recognized under “Miscellaneous income”.
As of December 31, 2019 and 2018, the outstanding balance payable to Thermaprime
amounted to P
=192.6 million and P
=131.5 million, respectively, recorded under “Trade and
other payables” account in the consolidated statements of financial position.

iv.

Rockwell Land Corporation
In 2019, the Parent Company entered into an agreement with Rockwell Land Corporation
(“Rokwell”) for the lease of an office space in Rockwell Business Center.
As December 31, 2019, the outstanding lease liability related to Rockwell amounted to
=204.5 million.
P

Intercompany Guarantees
The Parent Company issued a credit line amounting to US$80.0 million in favor of its subsidiary,
EDC Chile Limitada, as evidence of the Parent Company’s financial support for EDC Chile
Limitada’s participation in the bids for geothermal concession areas by the Chilean Government.
Also, the Parent Company issued letters of credit in favor of its subsidiaries in Peru, namely, EDC
Peru S.A.C. and EDC Energia Verde Peru SAC at US$0.27 million each as evidence of the Parent
Company’s financial support for the geothermal authorizations related to the exploration drilling
activities of the said entities. Except for the credit line issued to EDC Chile Limitada, and letters of
credit issued in favor of EDC Chile Limitada, EDC Peru S.A.C. and EDC Energia Verde Peru SAC as
mentioned above, there were no guarantees that have been given to and/or received from any other
related party as of December 31, 2019 and 2018.
Remuneration of Key Management Personnel
The remuneration of the directors and other members of key management personnel by benefit type
are as follows:
Short-term employee benefits
Post-employment benefits

2019
P
=162,032,941
11,490,354
P
=173,523,295
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2018
=142,051,473
P
11,533,421
=153,584,894
P

2017
=129,310,046
P
12,394,480
=141,704,526
P

PART V – CORPORATE GOVERNANCE
Energy Development Corporation (the "Parent Company" or “EDC”) acknowledges that good
corporate governance strengthens and stabilizes a company.
The Parent Company’s leadership and stakeholders continue their commitment to good corporate
governance practices based on the Revised Corporation Code, corporate governance rules and
regulations, the Parent Company’s By-Laws, and its Manual of Corporate Governance.
I.

CORPORATE GOVERNANCE OVERVIEW
EDC’s Board of Directors (the “Board”) undertakes the primary responsibility of governing
the Parent Company and overseeing the management of its businesses by setting the direction,
pace, and strategies for its operations and future projects. The Board likewise leads in
annually affirming EDC's vision, mission, and core values.
In the Board’s Strategic Planning Session held last September 13, 2019, the Board affirmed
EDC's vision and mission statements and corporate objectives, analyzed and assessed the
Company's business environment and major opportunities, and determined strategies to grow
the Company amidst the evolving challenges in the energy industry.
Discussions within various Board Committees also served as venues for further and
independent checks on Management's implementation of business objectives and strategies,
and for group synergy and constructive deliberations on business strategies, insights, and
direction. In 2019, the Board, through its various Board Committees, also reviewed EDC’s
overall risk management system and internal controls covering operational, financial and
compliance areas.

II.

CORPORATE GOVERNANCE POLICIES AND INITIATIVES
EDC’s corporate governance practices that are embodied in manuals, policies, and guidelines
help the Company fulfill its corporate responsibility to its stakeholders. These corporate
governance practices are primarily embodied in the Parent Company's Manual of Corporate
Governance, Code of Conduct and Business Ethics, and Code of Conduct and Discipline.
Notable also are other company policies and manuals that contribute to EDC’s corporate
governance system, such as the policies on Conflict of Interest, Protected Disclosures, Giving
and Receiving of Corporate Gifts, Fraud, and Related Party Transactions, as well as the
manual on Enterprise Risk Management.
Below are short descriptions of EDC policies and initiatives that promote good corporate
governance:

A. Manual of Corporate Governance (“CG Manual”).
Together with the Articles of Incorporation, By-Laws, and Board Committee Charters, the
CG Manual lays down the basic principles and governance framework that the Board of
Directors and the officers of the Parent Company are called to observe and practice alongside
efforts to achieve the Parent Company's objectives. The CG Manual contains corporate
governance principles, structures, and processes covering the rights of stockholders, the
minimum qualifications of directors, and the primary roles and duties of directors and
officers, among others.
As part of Board oversight, the CG Manual is periodically reviewed to ensure that the Parent
Company’s corporate governance practices remain relevant and effective while the Parent
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Company works towards the attainment of its corporate objectives. In 2017, EDC's CG
Manual was reviewed and updated to align with the pertinent provisions of SEC
Memorandum Circular No. 19, series of 2016 or the Code of Corporate Governance for
Publicly-Listed Companies and to respond to the operating needs of the company. Following
the Delisting of the common shares of the Company from the Philippine Stock Exchange on
November 29, 2018, EDC is in the process of reviewing and updating its CG Manual in
accordance with the recently issued SEC Memorandum Circular No. 24, series of 2019 or the
Code of Corporate Governance for Public Companies and Registered Issuers.
B. Code of Conduct and Business Ethics (“CCBE”) and Code of Conduct and Discipline
(“CCD”).
EDC's CCBE and CCD were adopted to promote a culture of integrity, transparency, and
accountability in the performance of duties and to instill and reinforce the Parent Company's
corporate values and discipline among the employees, the Management, and the Board. These
policies also provide guidance on managing business relationships in all aspects of the Parent
Company's operations, including confidentiality of information, use of company
property/resources, and conflict of interest.
C. Policies on Conflict of Interest, Protected Disclosures, Giving and Receiving of Corporate
Gifts, and Fraud
These policies cover a wide array of topics ranging from matters involving work
performance, dealings with customers, suppliers, creditors, and government regulators,
handling corporate assets, records and information, avoidance of conflict of interest and
corrupt practices, fraud identification and reporting, and the encouragement and protection of
whistleblowers. These corporate documents provide the limits and guidelines that employees,
Management, and the Board must consider in their interactions with stakeholders to operate
and achieve the Parent Company's objectives.
D. Related Party Transactions Policy ("RPT Policy")
The RPT Policy provides a framework governing the review of the Parent Company's RPTs.
EDC has constituted an RPT Board Committee (the "RPT Board"), which is chaired by an
Independent Director, with Non-Executive Directors holding more than majority of the
committee membership and all EDC Independent Directors sitting as members of the RPT
Committee. The RPT Board is tasked to oversee and implement the Parent Company's RPT
Policy to ensure the integrity and transparency of RPTs.
EDC also has an RPT Management Review Panel ("RPT Management Panel") that assists the
RPT Board in the review of RPTs of the Parent Company.
E. Enterprise Risk Management Manual
The Enterprise Risk Management Manual lays down the Parent Company's risk management
framework that enables EDC to better address different risks and ensures that its business
objectives are attained with the highest level of efficiency. EDC's Risk Management
Committee, composed of Non-Executive Directors, oversees the implementation of its
Enterprise Risk Management Manual.
In 2018, the following policies were approved and issued:
● Anti-Money Laundering and Countering Financial Terrorism; and
● Responsible Asset Protection.
No new policy was issued by EDC’s Risk Management Committee in 2019.
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III.

COMPLIANCE WITH THE CODE OF CORPORATE GOVERNANCE FOR PUBLIC
COMPANIES AND REGISTERED ISSUERS
EDC’s corporate governance culture emanates from the Board, supported by the Audit and
Governance Committee, the Company's Vice-President and Compliance Officer, and the
Corporate Governance Office and the Legal Services Division of the Parent Company.
The Parent Company's Vice-President and Compliance Officer for the SEC, and concurrent
Chief Financial Officer and Treasurer, Mr. Erwin O. Avante, spearheads all activities related
to promoting a culture of good governance within the Company, and monitoring and ensuring
compliance by EDC’s directors, Management, and employees with corporate governance
laws, rules, and regulations. He is assisted by the Corporate Governance Office and the Legal
Services Division of the Parent Company, which oversee and monitor corporate governance
compliance by EDC. The Parent Company's Audit and Governance Committee, as part of its
functions and responsibilities, leads, reviews, and oversees the Company’s corporate
governance practices and policies. Finally, EDC’s Board of Directors decides on corporate
matters and strategies, mindful of its corporate governance responsibilities under the
Company's CG Manual.
In 2019, EDC complied with its CG Manual for which an annual Certification of Compliance
has been issued by its Vice-President and Compliance Officer.

IV.

2019 CG ACTIVITIES
For the year ending December 31, 2019, below were the Corporate Governance activities of
EDC:

A. Rights of Stockholders
EDC continues to take the following measures to protect the rights of every stockholder:
1. Basic Stockholder Rights.
EDC’s stockholders, whether of common or preferred shares, or with a majority or minor
stake, or who may be an individual or an institutional investor, are equitably provided
with the following basic stockholders' rights recognized in the Revised Corporation Code,
among others: voting rights, pre-emptive rights, appraisal rights, right to inspect
corporate books and records, right to information, right to receive dividends, right
to participate and be adequately informed on decisions about fundamental
corporate acts.
The Board continues to give its full support for programs and activities promoting the
exercise of stockholders' voting rights, through the early release of the Notice and Agenda
for the stockholders' meetings containing an explanation of the items to be discussed, the
reiteration during stockholders meeting of the voting procedure, and the disclosure to the
stockholders of specific acts approved by the Board.
To protect the rights of the Parent Company's minority stockholders, the Board makes
sure that appropriate safeguards are in place when deciding fundamental corporate
actions, and that Independent Directors actively participate in the deliberations of the
Board and the Board Committees.
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2. Right to be Notified of, and to Participate in Decisions Concerning
Fundamental Corporate Changes.
EDC encourages its stockholders' personal attendance to annual and special stockholders'
meetings to ensure their effective and active participation therein and to help them arrive
at a well-informed decision on the proposed fundamental changes in the Parent Company,
which may include amendments in the Parent Company’s Articles of Incorporation and
By-Laws, increase in the authorized capital stock, or transfer of all, or substantially all, of
the Company’s assets. If individual stockholders or authorized representatives of
institutional stockholders cannot attend such meetings, these stockholders are informed
ahead of time of their right to appoint a proxy.
In addition to the stockholders' right to be informed on corporate changes, EDC also
ensures that all available measures are taken so that meeting notices and relevant
company information reach its stockholders in the most efficient, convenient, and timely
manner.
EDC held one (1) stockholders’ meeting in 2019: the Annual Stockholders’ Meeting
(“ASM”) on May 9, 2019.
EDC released the Notice of ASM on March 4, 2019. Thereafter, the Definitive
Information Statement (SEC Form 20-IS) containing the Notice of Meeting and the
Agenda, the proxy forms and all information necessary for stockholders to make
informed decisions, was filed with the SEC on April 3, 2019 and distributed to
stockholders on April 8, 2019, or thirty-one (31) days before the ASM on May 9, 2019.
Electronic copies of the Information Statement were distributed to the stockholders in
compact disc formats by regular mail and via postings in EDC's website. Stockholders
were also advised that hard copies of the Information Statement could be requested from
the Office of the Corporate Secretary and the Investor Relations Office.
The Parent Company encourages stockholder's participation in major company decisions
by holding the ASM at a convenient place accessible to the public. The Parent Company
held the ASM at the 5th Floor, Rockwell Business Center Tower 3, Ortigas Ave., Pasig
City, Philippines.
Prior to the ASM, all EDC stockholders, including non-controlling stockholders, were
given an opportunity to nominate candidates to the Board.
EDC stockholders were given an opportunity to raise questions to the Board and
Management during the stockholders’ meetings. Questions and answers were recorded
and included in the ASM Minutes and in the Corporate Governance section posted in
EDC's website (http://www.energy.com.ph). Details of the meeting are further discussed
in this report under "Equitable Treatment of Stockholders".
The outcome of the ASM, with details of the approved agenda items and the approving,
dissenting and abstaining votes, as well as the outcome of the Organizational Meeting of
the Board, with details of the approved agenda items, were immediately disclosed to the
public via SEC submissions and the Parent Company’s website.
Outside of the stockholders' meetings, EDC keeps its investors, stockholders, and
stakeholders informed, through disclosures and updates posted in the Parent Company’s
website (http://www.energy.com.ph). For 2019, the Parent Company made a total of
twenty nine (29) structured and unstructured disclosures.
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Lastly, in addition to the ASM and its updates and disclosures, the Parent Company
placed appropriate mechanisms which allow its stockholders, other stakeholders, and the
public at large to participate and give their feedback and complaints. These feedback
mechanisms
include
the
Whistleblower
Hotline,
the
EDC
website
(www.energy.com.ph), the contact information of EDC's Investor Relations Office,
and the contact information for the Data Protection Officer.
3. Right to Elect Directors.
In electing the members of its Board, EDC stockholders may vote such number of their
voting shares for as many persons as there are directors to be elected or to cumulate said
shares and give one candidate as many votes as the number of directors to be elected
multiplied by the number of their voting shares, or to distribute them on the same
principle among as many candidates as they think fit. The one share, one vote rule
applies.
4. Right to Dividends (“Dividends Policy”).
EDC's Board is authorized to declare dividends as long as EDC has unrestricted retained
earnings in accordance with Section 42 of the Revised Corporation Code.
In the case of cash dividends, holders of common shares are entitled to receive annual
cash dividends of at least 30% of the prior year’s attributable recurring net income based
on the recommendation of the Board of Directors, without need of stockholders' approval.
Such recommendation for cash dividend declaration will take into consideration factors
such as current and prospective debt service requirements and loan covenants, the
implementation of business plans, operating expenses, budget, funding for new
investments, as well as appropriate reserves and working capital, among others.
In the case of stock dividends, Board and stockholders' approval are required in
accordance with existing laws. Stockholders representing at least two-thirds of EDC’s
outstanding capital stock must approve the stock dividend declaration.
EDC made several dividends declaration in 2019. On May 9, 2019, EDC’s Board
declared a regular cash dividend of Php0.0016 per share, in favor of the holders of
preferred shares, and approximately Php0.1759 per share, in favor of the holders of
common shares, out of the unrestricted retained earnings as of December 31, 2018, in the
total amount of Php3.15 Billion. EDC’s Board also declared an additional cash dividend
of Php286.0 Million to preferred shareholders for 2018, subject to the approval of the
SEC of the amendment to the Seventh Article of the Articles of Incorporation of the
Parent Company.
On December 6, 2019, EDC again declared a special cash dividend of approximately
Php0.2463 per share, out of the unrestricted retained earnings as of September 30, 2019,
in the total amount of Php4.2 Billion.
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Below is a table showing the dividend declarations and pay-outs made by EDC in the last
three (3) years:
ENERGY DEVELOPMENT CORPORATION
DIVIDEND DECLARATIONS AND PAY-OUTS 2017-2019
Type
Value

Record Date

Special cash dividend on Common shares,
~P0.2463/sh

December 20,
2019 January 16, 2020

SEC Form 17-C filed on December
9, 2019

286,000,000

May 23, 2019

June 19, 2019

SEC Form 17-C filed on May 14,
2019

Cash dividend on Preferred shares,
P0.0016/sh

15,000,000

May 23, 2019

June 19, 2019

SEC Form 17-C filed on May 14,
2019

Cash dividend on Common shares,
~P0.1759

3,000,000,000

May 23, 2019

June 19, 2019

SEC Form 17-C filed on May 14,
2019

Additional cash dividend on Preferred
shares, ~P0.0305/sh

4,200,000,000

Date Payable

Reference

No cash dividend declaration in 2018.
Cash dividend on Common shares,
P0.14/sh
Cash dividend on Preferred shares,
P0.0008/sh

2,623,181,400 March 20, 2017

April 12, 2017

PSE Disclosure dated February 28,
2017

March 20,
2017

April 12, 2017

PSE Disclosure dated February 28,
2017

7,500,000

5. Policy on Mergers, Acquisitions, and/or Takeovers.
Before entering into extraordinary transactions, such as mergers, acquisitions, and/or
takeovers, the Parent Company conducts above-adequate due diligence and review of
such extraordinary transactions and the parties potentially involved in it, by securing,
among others, the services of expert third-party firms and consultants to evaluate the
fairness of the transaction price and its terms and conditions, and to ensure the viability of
such transaction to EDC in the long-term. When EDC acquired 60% of First Gen Hydro
Power Corporation (“FGHPC”) in 2008, the Parent Company created a committee
composed exclusively of its Independent Directors to oversee the transaction on behalf of
EDC's management, supported by an independent financial adviser to render the fairness
opinion, and a sole financial advisor. Recently, when EDC received a tender offer from
Philippines Renewable Energy Holdings Corporation (“PREHC”) on August 3, 2017, the
Independent Directors engaged the services of another expert third-party firm to opine on
the reasonableness of the methodologies and approaches used by the experts engaged by
the offeror in determining the fair value of the Parent Company.
EDC also recognizes the rights of its stockholders to participate in the approval of any
merger or consolidation in accordance with Section 77 of the Revised Corporation Code,
as well as related party transactions requiring their approval as provided in the Revised
Corporation Code.
Where the matter involves a related party, the Parent Company complies with its RPT
Policy and exercises greater care and transparency in ensuring reasonable, fair, and arm's
length transaction price, terms and conditions that are compliant with pertinent laws,
rules, and regulations, and that the transactions inure to the benefit and best interest of the
Parent Company and its stockholders as a whole, given relevant circumstances. Material
RPTs are disclosed and reviewed by the Parent Company’s Independent Directors, and
approved in accordance with the RPT Policy.
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Disclosures are made available by the Parent Company frequently to ensure that full
transparency is afforded the public.
B. EQUITABLE TREATMENT OF STOCKHOLDERS
EDC ensures that all stockholders, whether of common or preferred shares, or with a majority
or minor stake, or who may be an individual or an institutional investor, are treated fairly and
equitably and can exercise their rights without discrimination or undue restriction.
To promote equality among stockholders, the EDC Board of Directors has put in place the
following policies:
1. The “One Share, One Vote” Rule.
EDC adheres to the “One Share, One Vote” rule. EDC stockholders enjoy voting rights
recognized in Section 6 of the Revised Corporation Code equivalent to the number of
shares held by them.
In acting on fundamental corporate actions under Section 6 of the Revised Corporation
Code, EDC stockholders may vote such number of voting shares held by them to approve
or reject such corporate action, i.e. one share, regardless of class, yields one vote. The
manner of electing directors is explained under the Rights of Stockholders.
2. Prohibition on Conflict of Interest and Insider Trading.
Internal regulations governing conflict of interest, trade secrets, and use of confidential
information have been put in place. Details of these regulations are found in EDC's CCBE
and its Personnel Manual under the Section “Conflict of Interest Policy”.
Transactions with possible conflicts of interest involving employees must be reported to
senior management for clearance and/or investigation prior to submission to the
President, who may elevate the same to the Board for the latter's disposition, depending
on the magnitude of the conflict of interest. For purposes of determining whether a
candidate’s directorship in another corporation would affect his capacity to serve and
perform his duties as a Director, the Nomination and Compensation Committee will
investigate, review, dispose and/or recommend to the Board how to dispense with such
transactions pursuant to the NCC Charter.
During Board meetings, pursuant to the CG Manual and as a matter of practice and
protocol, EDC directors abstain from participating in the board discussion and in voting
on matters whenever there is an apparent or real conflict of interest between the director
and the Parent Company.
The Parent Company recognizes that material information received by members of the
Board, Management, officers and employees carries the risk of abuse of insider
information. Through the proper mechanism in its conflict of interest policy, the Parent
Company ensures that transactions involving the use of company information are
monitored, reviewed, and cleared to protect the interest of all stockholders and to comply
with applicable SEC Rules.
3. Related Party Transactions.
EDC has developed its own Related Party Transactions (“RPT”) Policy wherein material
RPTs, including those involving its directors, are to be disclosed and reviewed by its
Independent Directors, and shall be approved in accordance with the RPT Policy.
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The Board acknowledges that related party transactions may give rise to conflict of
interest. To address this, the Board, through the RPT Board Committee, ensures that
material RPTs, including loans and financial assistance to entities that are not whollyowned subsidiaries, are done under reasonable, fair and arm's length terms in compliance
with pertinent laws, rules and regulations, and that said transactions inure to the benefit
and best interest of the Parent Company and its stockholders as a whole, given relevant
circumstances.
Details on the nature, value, relationship and disclosure of RPTs are found in the Notes to
its Audited Financial Statements under RPTs.
4. 2019 Stockholders' Meeting.
EDC held its Annual Stockholders Meeting (“ASM”) on May 9, 2019. Details on
equitable treatment of EDC stockholders during the 2019 ASM are as follows:
a. The Company's stockholders participated either in person or through their authorized
representatives. Only stockholders of record as of April 1, 2019 were entitled to
notice of, and vote at, the meeting. Stockholders who could not personally attend the
meeting designated their authorized representatives by submitting a duly-executed
proxy instrument to the Office of the Corporate Secretary on or before
April 29, 2019.
b. Meeting notices were issued in English since it is an official language in the
Philippines, and also for the benefit of foreign stockholders. For the 2019 ASM, the
Notice of the Meeting was first disclosed via SEC Form 17-C on March 4, 2019. To
provide stockholders enough time to examine the information needed to arrive at an
informed decision, it was again issued with the Meeting Agenda, as part of the
Definitive Information Statement (SEC Form 20-IS) filed with the SEC, which was
distributed by the Parent Company on April 8, 2019.
c. In the SEC Form 20-IS, the Parent Company included the Notice and detailed
Agenda, together with a brief explanation and rationale of each Agenda item to guide
its stockholders and to provide them with the necessary information they could use to
arrive at a well-informed decision. It also provided other relevant and adequate
information for the stockholders' consideration, including •

•
•

•

Nomination and Election of EDC Directors. Basic information on the
nominees for Directors, such as the name, type of directorship, education,
experience, positions held in other businesses, date of first election,
shareholding in EDC, and such other information were provided to
stockholders in SEC Form 20-IS.
Remuneration Information. Information on the amount and form of
compensation received by the Directors and key officers of EDC were
provided in SEC Form 20-IS.
Appointment
of
External
Auditors.
SGV
&
Co,
with
Ms. Jhoanna Feliza C. Go as the audit partner-in-charge, upon the
recommendation of the Audit and Governance Committee, was identified as
EDC's external auditor for 2019-2020.
Dividends. Information on the dividend policy and the dividend amount
declared to be paid and the dividends actually paid in the previous years were
likewise provided.
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d. No new item was included in the agenda on the day of the meeting nor was there any
amendment made on material information in SEC Form 20-IS without informing the
stockholders in advance.
e. A proxy form with instructions on how to appoint a proxy to stockholders' meeting,
was enclosed in the Notice and the SEC Form 20-IS to enable representation for the
stockholders who could not personally attend the meeting. Stockholders could also
download proxy forms from EDC's website. For those represented by a proxy, their
votes were submitted and received not later than April 29, 2019. The proxy was
required to be duly signed and accomplished by the stockholder and submitted within
the deadline, after which, the company validated and accepted the same, without need
for notarization.
f.

The ASM was held on May 9, 2019 at 10:00 A.M. at the 5th Floor, Rockwell Business
Center Tower 3, Ortigas Avenue, Pasig City, Philippines. The venue was accessible
and capable of accommodating all stockholders. Stockholders owning at least
26,401,702,172 shares representing at least 99.9% of the outstanding capital stock,
attended the 2019 ASM, either in person or by proxy.

g. EDC's Chairman of the Board/CEO, its President/COO, its Executive and
Non-Executive Directors and Independent Directors, its corporate officers and
executive management, including the Investor Relations Officer, as well as the
external auditor, attended the meeting. With ten (10) members of its Board present in
the meeting, the Chairpersons of the Audit and Governance Committee, the
Nomination and Compensation Committee, the RPT Committee, the Risk
Management Committee, and the CSR Committee were properly represented thereat.
h. At the start of the ASM, the participants were briefed about the security precautions
and emergency contingency plans that were put in place. The meeting was conducted
in English to equally preserve all stockholders' interest and ease communication
needs for foreign stockholders.
i.

The Parent Company followed the agenda items as stated in the Notice and conducted
the meeting in accordance with existing laws and regulations.

j.

The Corporate Secretary explained the voting procedures to be observed during the
meeting, which was included in the Information Statement (SEC Form 20-IS) that
was distributed to all stockholders prior to the meeting.

k. The Chairman encouraged the stockholders to pose their queries or to express their
opinions or recommendations.
l.

EDC stockholders voted on each agenda item. Initial voting results were announced
during the ASM, and approved items that were required to be disclosed were reported
to the SEC through the filing of SEC Form 17-C on May 14, 2019. BDO-Trust and
Investments Group tabulated the votes for each agenda item.
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The table below shows the voting results of the 2019 ASM:
AGENDA ITEMS
Item 1. Call to Order
Item 2. Proof of Notice and
Certification of Quorum

ACTION
No action necessary.
No action necessary.

99.98%

0

ABSTAIN
3,317,800

26,398,307,142

99.98%

0

3,317,800

26,398,307,142

99.98%

0

3,317,800

26,398,307,142

99.98%

0

3,317,800

Votes per nominee shown below
Votes per nominee shown below
26,398,307,142
99.98%
0

3,317,800

Richard B. Tantoco

26,398,307,142

99.98%

0

3,317,800

Francis Giles B. Puno

26,398,307,142

99.98%

0

3,317,800

Jonathan C. Russell

26,398,307,142

99.98%

0

3,317,800

Joaquin E. Quintos IV

26,398,307,142

99.98%

0

3,317,800

David Andrew Baldwin

26,398,307,142

99.98%

0

3,317,800

Christopher Low Eu Sun

26,398,307,142

99.98%

0

3,317,800

26,398,307,142
99.98%
0
Votes per nominee shown below
26,398,307,142
99.98%
0

3,317,800

26,398,307,142

Item 3. Approval of the
Minutes of the Previous
Stockholders’ Meeting
Item 4. Approval of the
Management Report and
Audited Financial Statements
for the year ended December
31, 2018
Item 4. Ratification of Acts of
Management
Item 5. Amendment of Articles
of Incorporation
Item 6. Election of Directors
For Regular Director:
Federico R. Lopez

Nicole Goh Phaik Khim
For Independent Director:
Manuel I. Ayala
Edgar O. Chua

FOR
26,398,307,142

Francisco Ed. Lim
26,398,307,142
Item 7. Approval of
appointment of SGV & Co. as
26,398,307,142
the Company’s external auditor
Item 7 Adjournment
No action necessary.

%

AGAINST

3,317,800

99.98%

0

3,317,800

99.98%

0
0

3,317,800
3,317,800

99.98%

C. Role of Stakeholders
To ensure that its corporate activities are aligned with the best interest of its stakeholders,
EDC continues to implement its policies in dealing with its stakeholders in its CCBE and
CCD.

101

1. EDC's Key Principles in Dealing with its Stakeholders
Briefly, EDC, through its Board, Management, officers, and employees, strictly observes
the following key values and principles in dealing with its stakeholders, pursuant to the
CCBE and CCD:
a. Business Partners (i.e. customers, suppliers, contractors, creditors, investors,
government)
● Honor all contractual obligations in accordance with existing laws, rules and
policies;
● Ensure fairness and transparency in all procurement activities and business
transactions;
● Maintain professional relationships with potential and current suppliers,
contractors and clients;
● Maintain the highest standards of service, professionalism, fairness and
honesty in dealing with clients, bankers and financial advisors;
● Strictly observe company policies and laws on conflict of interest;
● Treat business partners and their personnel with professionalism and courtesy
and without compromising EDC’s integrity;
● Avoid soliciting gifts, accepting bribes, and doing special favors and other
acts that might be construed as giving undue advantage; and
● Avoid accepting anything the value of which is manifestly excessive that may
impair or be presumed to impair professional judgment.
b. The Environment and the Community
● Prioritize the environment and protect, conserve, develop and enhance all
natural resources in and around every place EDC operates, particularly
geothermal reservations enabling the Parent Company to sustain operations
and maintain ecological balance;
● Educate relevant stakeholders on environmental and social responsibilities;
and ensure that they have understood, acknowledged and accepted these
responsibilities;
● Promote environmental consciousness and protection, in partnership with
local and private sectors;
● Respect the customs, traditions, and beliefs of all indigenous peoples where it
operates. Encourage them to wholeheartedly take active roles in the
community development programs sponsored by the Parent Company;
● Empower residents of host communities toward self-reliance, self-respect and
unity by implementing livelihood programs;
● Support local employment, and provide equal opportunity to all qualified
individuals in recruitment and other employment practices - regardless of
ethnic, religious, or other types of affiliation;
● Promote youth development, through appropriate activities and programs
such as practicum, training and apprenticeship program for students and
out-of -school youths regardless of their social affiliation; and
● Provide disaster relief operations in time of calamity.
c. The Employees
● Provide fair and competitive salaries and benefits to all employees and
administer these promptly without regard to position or title;
● Provide equal opportunities for employees’ training and career development;
● Acknowledge, promote, and reward the most qualified based on good
performance;
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●
●
●
●

Acknowledge and respect the right of employees to freedom of association
within the parameters of the law, and for as long as such activities will be
beneficial to them and to the Parent Company;
Observe fair, non-discriminatory, and transparent procedures in hiring
employees based on qualifications and experience and in accordance with the
organizational requirements of the Company;
Implement a fair and objective employee performance evaluation in order to
promote productivity, career growth, and general work improvement; and
Ensure a safe, healthy, and secure working environment for its employees.

2. EDC Activities Promoting Stakeholders' Interests
In promoting and protecting its stakeholders' interests, the Parent Company implemented
the following programs and activities:
a. Business Partners
Investors
EDC values its investors and stockholders and constantly updates them with current
and accurate reports on the Parent Company's plans and performance for the year.
Through meetings, conferences, and conference calls with individual and institutional
investors and securities analysts, the Parent Company gives its stockholders and
potential investors an opportunity to learn about its business, strategic direction, and
priorities.
Outside of the stockholders' meetings, EDC keeps its investors, stockholders, and
stakeholders informed, through updates and disclosures posted in the Parent
Company’s website. For 2019, the Parent Company made twenty nine (29)
structured and unstructured disclosures.
The Disclosures web pages
(https://www.energy.com.ph/investors-relations/disclosures/) in the Company website
made available to the public the presentations used for the analysts/investors'
briefings of the quarterly financial and operations results. In addition to the
structured and unstructured reports and disclosures, news articles on various activities
were posted in the Parent Company’s website.
Customers
EDC sees the crucial role of its customers in the long-term sustainability of its
operations. Thus, customers' welfare is given special attention by constant
engagement and communication, offering fair prices and providing safe and prompt
services in response to their needs.
For several years, EDC, in partnership with First Gen Corporation, has taken the
initiative of having activities for the enhancement of its customer relations, such as
holding Customer Assemblies, Customer Appreciation Night, learning session, and
recognition/fellowship night. Further, EDC has electric cooperative customers and
contestable customers from the manufacturing, service and school sectors.
Suppliers and Contractors
The Parent Company recognizes the vital role of suppliers and contractors in EDC’s
continuing operations; thus, they are valued and treated fairly and with respect on the
basis of fair competition, good cooperation, and mutual support.
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In the selection of its suppliers and contractors, EDC is committed to the pursuit of
business excellence and the adoption of process excellence in procurement and
supply chain management. The Parent Company requires its suppliers and
contractors to undergo an evaluation and accreditation process to ensure that only
those companies duly-registered with appropriate regulatory bodies, and compliant
with government rules and regulations, as well as those which are financially and
technically capable of completing the projects, are awarded with contracts.
The Parent Company conducts a financial risk evaluation to determine a supplier's
capacity to meet financial commitments and to deliver goods/services based on
credible financial statements. A legal evaluation is also conducted to ascertain a
supplier's statutory compliance and legitimacy as an entity fit for engagement after an
evaluation of required documents. Technical evaluation to ascertain the supplier's
qualifications vis-a-vis actual requirements for procurement is also conducted.
As part of the accreditation process, the Parent Company checks suppliers’ and
contractors’ compliance with its Conflict of Interest Policy. It also adopts relevant
contract terms that guarantee the supplier's agreement to abide by laws, rules,
regulations and EDC-established standards pertaining to the environment, health and
safety, and other applicable laws. A competitive and transparent bidding process in
selecting suppliers and contractors is also implemented and continuously updated to
ensure that the database of accredited suppliers and contractors remain current. It also
evaluates contractor and suppliers’ actual performance to ensure their adherence to
agreed terms and specifications under the contracts.
The Parent Company also recognizes the importance of giving due attention to the
safety and health of the contractors' employees at the workplace to ensure safe
performance of contracted work. Thus, applicant contractors also undergo a Health,
Environment and Safety (“HES”) evaluation by looking at their respective HES
culture, Safety Management System, regulatory compliance, and safety performance
and are required to submit a Safety Plan specific to the project.
Creditors
EDC respects the rights of its creditors and complies with its contractual obligations,
including loan agreements. It conducts annual meetings with its creditors to keep
them updated on the status of the Parent Company's operations and the latest industry
trends and news.
The Parent Company also provides prompt and accurate reports of its financial
standing to allow its creditors to continuously evaluate and monitor the Parent
Company’s performance and credit standing. The EDC Enterprise Risk Management
Policy and Manual is also periodically reviewed in order to improve understanding of
the risks that the Parent Company may face towards achieving its goals and targets.
b. The Government and the Republic of the Philippines
EDC promotes national development through the utilization and development of
indigenous renewable energy resources to produce clean power with low carbon
footprint and by being in the forefront of geothermal and wind power resource
development.
The Parent Company contributes to research and development on clean and
renewable energy by cooperating with and supporting the Philippine Government in
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the furtherance of policies expressed in relevant laws and regulations, including
compliance with requirements enforced thereunder.
EDC also keeps itself abreast with and closely monitors new and upcoming laws,
rules and regulations affecting its business. The Parent Company actively
participates in public hearings and consultative technical proceedings, through the
submission of position papers and attendance in such consultations. In the proper
forum participated in by government agencies and/or other stakeholders, EDC
conducts briefings on its operations, plans or expert views, as may be relevant.
c. The Environment and the Community
As a leading renewable energy company, EDC strongly values sustainable
development and ensures that its business operation is in harmony with the
environment and the communities where it operates. The Company is also committed
to promote social prosperity and environmental stewardship through the
implementation of a comprehensive, responsive, and sustained program on social
responsibility, in partnership with its stakeholders.
In 2019, EDC invested about Php97.0 Million to support its CSR programs/projects
on education, environment, health, livelihood, indigenous peoples (“IP”) upliftment,
and other initiatives.
Environment
Forest Restoration and Protection
In partnership with local farmer associations, the Parent Company planted indigenous
forest and fruit trees in 26 hectares of land in EDC’s Bacon-Manito Geothermal
Project (“BMGP”) and Mt. Apo Geothermal Project (“MAGP”) under the BINHI
Program.
The Parent Company also continues to protect forests within the geothermal
reservations through forest patrols in collaboration with the Department of
Environment and Natural Resources (“DENR”), law enforcement agencies such as
the Armed Forces of the Philippines (“AFP”), and the Philippine National Police
(“PNP”), and partner LGUs and people’s organizations. Since its partnership with
the DENR and the United States Agency for International Development (“USAID”)
in 2017, EDC continues to be the sole private sector implementer of the Lawin
System, a technology-based forest and biodiversity protection system that uses
smartphones to capture patrol data on biodiversity and threats and open-source
technology for geo-spatial analysis. In 2018, the Parent Company together with the
DENR, and other partners conducted more than 600 patrols across the four (4)
geothermal reservations, resulting in six (6) apprehensions and confiscations of illegal
forest products.
In line with the Parent Company’s efforts in improving protection of forests within its
geothermal reservations, EDC provided around 400 man-hours of training for its
community volunteers and partner agencies (including AFP and PNP) on forest law
enforcement, Lawin patrolling, forest fire prevention and response, and other aspects
of forest protection. The Parent Company also supported IEC campaigns to increase
awareness of local communities on the importance of forests and biodiversity, and
environmental laws.
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Advocacy and Partnerships on Mainstreaming of Philippine Native Trees
At the heart of BINHI, EDC’s flagship environmental program, is the mission to save
threatened Philippine native tree species. EDC started the BINHI Species Rescue
Project in 2008 with the aim of locating and rescuing ninety six (96) priority
threatened Philippine native tree species. In 2015, EDC successfully completed the
identification, search, and documentation of the priority tree species, which the Parent
Company now propagates in nurseries across the country. EDC continues to
collaborate with the academe, NGOs, the DENR, and other private sector partners to
mainstream and protect these ninety six (96) species, many of which are categorized
as critically-endangered or at the brink of extinction.
To date, EDC and its 177 BINHI partners have collectively established thirteen (13)
arboreta as well as 164 tree parks that serve as safe havens for threatened native tree
species. The Company aims to grow these into “mother trees” that will produce
viable seeds for years to come. The arboreta and tree parks are also strategically
located in areas for people to visit and gain awareness about the importance of forests
and biodiversity. Key partnerships implemented in 2019 include the Ateneo De
Manila University, De La Salle University, University of San Carlos in Cebu,
Knowles Electronics Corporation, and the Grotto de Banloc in Looc, Romblon.
In 2019, EDC was awarded three (3) Quill Awards of Merit, one of which was for
BINHI’s collaboration with stakeholders in saving threatened Philippine native trees.1
The Philippine Quill is one of the country’s most prestigious award giving bodies that
honors the most reputable organizations and companies that make use of excellent
communication to achieve their business goals.
EDC was also tapped as the only partner of the Botanic Gardens Conservation
International (“BGCI”) in the Philippines for its Global Tree Assessment (“GTA”)
program. BGCI is part of the International Union for Conservation of Nature
(“IUCN”), an organization that formulates measures for the protection of the
environment through data gathering, research, field projects, advocacy, and
education. This partnership is a testament to the growing recognition to BINHI’s
contribution in the conservation of Philippine native trees.
Biodiversity Conservation and Management
In line with the commitment to environmental sustainability, EDC monitors and
conserves flora and fauna species within its project areas through the Biodiversity
Conservation and Monitoring Program (“BCMP”). Since the program was launched
in 2008, EDC has recorded 270 species of birds (54% endemic), forty three (43)
species of bats (33% endemic), twenty two (22) species of amphibians, and 21
species of reptiles in its geothermal reservations. Species recorded include some
threatened and endangered species such the Golden-crowned Flying Fox (Acerodon
jubatus), Philippine Eagle (Pithecophaga jefferyi), and Philippine Mahogany and
Ironwood groups like the Dipterocarpus and Xanthostemon species, among others. In
2019, the Parent Company implemented biodiversity monitoring activities on flora,
freshwater macroinvertebrates, and fauna that documented four fauna classes.

1

The other awards were: (1) EDC’s “OMGeo” travel vlog, an eco-tourism initiative that showcases the geothermal resources
as well as the other must-visit spots in Negros Island; and (2) EDC’s Battle of the Brains, a quiz bee competition for senior
high students in Negros Island that aims to generate and sustain awareness on environmental issues and sustainable
development.
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Through its partnerships and alliances with conservation NGOs and the academe,
EDC has also supported research to enhance knowledge on biodiversity and improve
conservation measures. In 2019, EDC pursued the implementation of its partnership
with the Philippine Eagle Foundation (“PEF”) for the Philippine Eagle Nest Survey
study within Mt. Apo Geothermal Reservation and its environs. Under this
partnership, PEF trained EDC and its major stakeholders and partners on
conservation and Philippine raptor research. The major partners in this endeavour
include the DENR PENRO Cotabato, DENR CENRO Matalam, and the Kidapawan
City Tourism Office. Also in 2019, the EDC-adopted Philippine Eagle named
Geothermica was selected to be one of the two (2) Philippine Eagles that will pioneer
the Wildlife Loan Agreement (“WLA”) between the Philippines and Singapore
Regulatory Compliance
EDC’s operation is guided by applicable forestry laws, rules and regulations through
proper coordination with government agencies and with the coverage of various
instruments particularly the Special Land Use Permit (“SLUP”), Forest Land Use
Agreement (“FLAg”), Tree Cutting Permit (“TCP”), Tree Pruning Permit (“TPP”)
and Special Use Agreement in Protected Areas (“SAPA”). By committing full
compliance to the applicable regulatory requirements, the Parent Company is ensured
to be operating in accordance with the prescribed legal standards.
To date, EDC already acquired and has been complying with the terms and conditions
of four (4) FLAgs, eighteen (18) SLUPs, three (3) TCP/TPPs, and two (2) SAPAs.
The Company is currently in the process of converting 184 SLUPs into long-term
FLAg.
Community Partnerships and Support
EDC has maintained partnerships with eighteen (18) city/municipal LGUs across its
project sites in Albay, Sorsogon, Leyte, Negros Occidental, Negros Oriental,
Cotabato, and Ilocos Norte. These include the forty four (44) host barangays and
primary partner barangays, thirty three (33) secondary partner barangays, and thirty
six (36) tertiary partner barangays. EDC’s support to local communities include
livelihood and enterprise development, IEC and awareness-raising campaigns, and
support to specific local community needs on health, sanitation, water, and solid
waste management, among others.
Livelihood and Enterprise Development
EDC is dedicated to helping its host communities to become empowered and
self-reliant. The Company supports capacity-building initiatives and provides
livelihood assistance across its project sites. In 2019, the Company conducted
seminars on values formation and entrepreneurship, training on project development,
and specific capacity-building on agricultural production and other forms of
livelihood for the various local community organizations in Albay, Sorsogon, Leyte,
Negros Oriental, and Cotabato.
The Parent Company also started supporting the development of sustainable
enterprises. In particular, in BMGP, EDC is supporting the Alliance of Bacman
Farmers Association, Inc. (“ALBAFAI”) in establishing a community-managed
mangrove ecotourism site in Brgy. Cawit and Brgy. It-ba, Manito, Albay. The
Company assisted ALBAFAI in securing a grant from the Forest Foundation
Philippines (“FFP”) to conduct biodiversity assessments; knowledge, awareness, and
perception (“KAP”) survey; and a social marketing plan as part of the preparatory
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activities for the mangrove ecotourism site. EDC also facilitated partnerships with the
DENR, the Department of Tourism (“DOT”), United Architects of the Philippines
(“UAP”), and Bantay Kalikasan for technical assistance and capacity-building for
ALBAFAI in developing the ecotourism project.
The ecotourism site is part of a 190-hectare mangrove reserve that was degraded in
the 1990s, but has since been restored into a closed mangrove forest through EDC’s
reforestation efforts under the BINHI Program. Once operational, the ecotourism
project is expected to benefit the 946 members of ALBAFAI through its revenues
from boat tour guiding, birdwatching, and other recreation activities within the
ecotourism area.
Education
EDC’s education program supports underprivileged but deserving youth in the Parent
Company’s host communities to access quality education. The Parent Company
aspires for its scholars to be empowered to become productive citizens and local
change-makers in their respective communities and areas of influence. EDC’s
support covers assistance in elementary, secondary, and tertiary education, including
technical-vocational courses in some areas.
Scholarship Projects
In 2019, the Parent Company supported a total of 932 high school students in its
partner schools in Albay, Sorsogon, and Negros Island through stipends. EDC,
through its CAREERS Program, also continues to provide financial and mentoring
assistance to distinguished students from its host barangays and partner communities,
enabling them to access tertiary education. CAREERS scholars study in the different
University of the Philippines (“UP”) campuses and other known state universities and
colleges. Since the program started in 2011, it has already produced seventy seven
(77) graduates, all of whom were employed within the first year of their graduation.
Among the thirty four (34) graduates under the CAREERS Program in 2019, a
Negros-grown scholar graduated magna cum laude while eight (8) from other sites
graduated cum laude. Also, twenty (20) scholar-graduates took and successfully
passed their respective 2019 licensure examinations. Such licensure examinations
include those for professional chemical engineers, mechanical engineers, geologists,
teachers, and fisheries technologists.
As of December 31, 2019, the Parent Company has a total of 108 college scholars
under CAREERS. On top of this, EDC implements site-based scholarships (e.g.,
scholarships through the Manobo Apao Descendant of Ancestral Domains of Mount
Apo (“MADADMA”) and Cotobato Tribal Consultative Council, Inc. (“CTCC”), in
partnership with our IP Organizations; and Balik Eskwela, in partnership with our
Barangay LGU in Mt. Apo). Mt. Apo Foundation, Inc. (“MAFI”), an EDC-supported
institution that operates independently from EDC, also implements a Scholarship
Program.
On technical-vocational courses, there were 153 graduates in 2019 from the EDCsupported KEITECH Educational Foundation, Inc. in Kananga-Leyte. In December
2019, KEITECH celebrated its 10th anniversary. Since its establishment, the
foundation has produced more than a thousand graduates in the construction sector,
metal and engineering sector, and tourism services, with 100% passing rate in all NC
II competencies offered and 96% employment rate.
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Education Support Programs
To complement its scholarship projects, EDC implements various support initiatives
across its project sites. In 2019 alone, 12,060 elementary students were supported
through miscellaneous fees subsidy. EDC also assisted in the clean-up and repair of
classrooms and school facilities across sixty three (63) primary schools and twelve
(12) secondary schools across its geothermal and wind project sites through the
Brigada Eskwela. Aside from providing financial or material support, EDC
employees initiated volunteer activities to fully support the Brigada Eskwela in the
partner schools.
In addition to this, EDC distributed backpacks to 16,514 elementary students in the
Provinces of Albay, Sorsogon, Leyte, and Negros Oriental. Furthermore, 24,447
elementary school students in the Company’s host communities in Albay, Sorsogon,
Leyte, Negros Oriental, Negros Occidental, and Cotabato were provided with school
supplies through a national-level partnership with the National Bookstore (“NBS”).
EDC and NBS co-shared in the school supplies, which included notebooks, pencils,
sharpeners, erasers, crayons, pad papers, and slippers.
IP Upliftment Initiatives
In Mt. Apo area, EDC continues to support the Manobo Apao Descendant of
Ancestral Domains of Mount Apo (“MADADMA”) through livelihood, scholarships,
and other forms of assistance. EDC-supported livelihood projects have so far
benefitted 500 people in MAGP’s sole host barangay, Brgy. Ilomavis, Kidapawan
City. The Parent Company also has a special education program in Mt. Apo called
MADADMA Scholarship Program which provides scholarship support exclusive to
the indigenous peoples in the locality.
“Balik Eskwela”, another program
implemented in MAGP, caters to members of the community in Brgy. Ilomavis who
have a strong desire to pursue education but stopped schooling due to financial
constraints.
In 2019, EDC also supported the construction of the School of Indigenous
Knowledge (“SIK”) in Magpet to help preserve and promote the IP’s culture and
living tradition among the youth.
Furthermore, in support of the cultural preservation of the Obo-Manobo tribe in
MAGP, EDC continuously supports Mt. Apo Foundation, Inc. (“MAFI”) in the
formulation process of the Indigenous Political Structure (“IPS”) that defines and
documents the governance structure and the implementation of the Obo-Manobo
customary laws. In 2019, initial consultations with key tribal leaders have been
conducted. The Technical Working Group (“TWG”), composed of EDC, MAFI, and
the National Commission on Indigenous Peoples (“NCIP”), will prepare for the data
gathering workshops leading to the formulation, writing, and validation of the OboManobo IPS in 2020.
Other Initiatives
Disaster Preparedness and Response
EDC continued in supporting IEC campaigns, learning sessions, and capacitybuilding activities to raise awareness and increase the capacity of local barangays to
prepare for and respond to emergencies, including natural disasters. Twenty-nine (29)
awareness campaigns and emergency preparedness drills were implemented with
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partner barangays in Albay, Leyte, Cotabato, and Ilocos Norte, equipping more than
600 local stakeholders.
In addition, the Parent Company has also provided timely assistance to local
communities and LGUs in times of disasters and natural calamities. In January 2019,
EDC-BMGP extended support to victims of Typhoon Usman. Mobilizing its own
Emergency Preparedness and Disaster Response Unit (“EPDRU”), EDC assisted
Sorsogon City CDRRMO and Barangay Osiao in recovering the bodies buried by an
unfortunate landslide that happened in the locality at the height of torrential rains.
Bereavement aid was also provided to the families of the victims.
In August 2019, EDC immediately mobilized volunteers and delivered relief goods to
the Municipality of Burgos and the Province of Ilocos Norte less than twenty four
(24) hours after the onslaught of Typhoon Ineng, which inundated many areas of the
province.
Following the powerful 6.5-magnitude quake that jolted central Mindanao in
October 2019 and the series of earthquakes that lasted for weeks, thousands of
families were evacuated, including Brgy. Ilomavis, the host barangay of
EDC-MAGP. EDC quickly mobilized volunteers, provided support and relief
operations to the affected families, and aided in the clearing operations of the Local
Government of Kidapawan City. EDC also supported in constructing comfort rooms
at the evacuation site in Ilomavis basecamp to help address the need for proper
sanitation, which was identified as a major need at that time by local government
officials. In December, EDC employee-volunteers, youth volunteers, and members
of MADADMA and the Barangay LGU distributed food packs to more than 3,000
residents of Ilomavis. Also in December 2019, EDC conducted relief operations for
the Parent Company’s host communities a day after Typhoon Tisoy hit the Provinces
of Albay and Sorsogon.
Health and Sanitation
In 2019, EDC supported two (2) medical and dental outreaches in Mt. Apo and
Burgos, Ilocos Norte, which benefitted a total of 3,300 people. To enhance the
capability of public health centers in delivering basic health services to the partner
barangays, EDC provided medical supplies and apparatus to eleven (11) barangay
health centers and facilitated training for sixty two (62) barangay health workers
across the project sites.
In Mt. Apo and Burgos, Ilocos Norte, EDC also supported the construction of forty
three (43) sanitation facilities in the Parent Company's partner barangays.
Solid Waste Management
EDC partners with stakeholders to raise awareness on the Solid Waste Management
Act of 2000 (Republic Act No. 9003) and promote proper waste disposal. In 2019,
EDC continued to conduct quarterly clean-up drives in the adopted river systems like
the Rizal River in Sorsogon City, through the Adopt-an-Estero Program of
Environmental Management Bureau (“EMB”).
In Burgos, Ilocos Norte, solid waste management is one of the local priorities of the
LGU. In February 2019, EDC introduced “ecobricking” in Burgos as a way to
manage and/or reduce plastic waste in the environment. The Parent Company invited
certified trainers from Global Ecobrick Alliance to conduct a one (1)-day workshop
with students from Burgos Central Elementary School and BLISS Elementary
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School, and officials from the three (3) host-barangays (Brgy. Poblacion, Nagsurot,
and Saoit).
d. The Employees
Employees' Health, Safety and Welfare
EDC views employees as its most valuable resource and, thus, makes sure that they
have a healthy and safe working environment at all times. This is seen from how the
Parent Company’s Occupational Health and Medical Services (“OHMS”) has strived
to go above and beyond in performing its role in the organization this 2019. The
year’s programs are centered on promoting a healthy workplace for the people and
promoting their wellbeing.
The Health and Wellness programs of EDC for 2019 include: Emotional Wellbeing
Program, Fitness For Duty for Employees and Contractors, Annual Health Exam,
Clinic Services Facility, Medical Emergency Response Plan (“MERP”) of every
facility, Health Data Management, Diabetes Awareness, Prevention, and
Management, Blood Supply Program, Flu and Polio Vaccination, World Day for
Safety and Health at Work, World AIDS Day, Infectious Disease Management, and
Food and Drinking Water Safety and Measles and Dengue National Outbreak
Response.
Further, programs were implemented to enhance organizational capabilities of EDC’s
OHMS Personnel. OHMS personnel were subjected to various trainings which were
aimed at developing further their skills in performing their roles. Some of the
trainings participated in by OHMS are First Aid and Basic Life Support training,
Advanced Cardiac Life Support Training, Food and Drinking Water Safety Audit
Training, and Resilience Series Facilitators Training. Opportunities for learning
something new also came in the way in the form of training in new disciplines such
as G-Suite App training, Integrated Management System Auditors Training, and
Basic Health Promotion Course. Other than participating to the Occupational Health
Nurses Association of the Philippines (“OHNAP”) Annual Convention, many of the
learning activities in 2019 were in the form of attendance to webinars offered by
various health organizations.
Toward the end of 2019, several parts of Mindanao were severely affected by
earthquakes including Mt Apo Geothermal Field. OHMS joined the convened crisis
team and put great efforts in contributing the health elements of the response,
including the purchase and delivery of essential medicines and supplies. Further,
OHMS coordinated with groups to provide psychological first aid and emotional
wellness services to the affected employees and their families. Sessions were
conducted by these groups and a referral system was put in place for those who
needed extended psychological services.
Lastly, keeping abreast with advances and technology and having data privacy at the
top of its mind, OHMS has continued to engage the services of a third party health
data management system provider for its health data digitalization program. The will
allow OHMS to capture, analyze and store health data critical in individual health
management and monitoring.
Employee Empowerment
EDC knows that the growth and continued success of its business are driven by
competent and highly-skilled employees. Thus, the Parent Company provides
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employees with various training and development opportunities that aim to improve
the quality of their performance.
These include effective coaching skills,
enhancement of interpersonal communication skills, safety awareness, business
continuity preparations, and risk management that were all included in the 2019
Employee Training calendar. The Company also has collective dialogue mechanisms
to allow employees to be part of decision making in applicable workplace issues
through the Empower Council program. Through this program employees are able to
participate in organizing and implementing employee engagement programs.
The table below illustrates how this was implemented in terms of training hours per employee:

Rank
Executives
Managers and above
Supervisors to Asst. Managers
Rank & File

2019 Training Data
(as of December 31, 2019)
Average
Training
Hours per Employee
Male
Female
14.59
33.00
57.21
49.68
31.11
261.5
61.67
52.29
62.27
53.85
60.18

Total Training Hours
Male
248
3,948
21,685
42,862
68,743

Female
132
1,242
6,094
12,080
19,548
88,291

Other employee activities include an On-boarding program for new employees, an
annual Leaders' Assembly which serves as an advanced learning activity for leaders,
executives and officers.
EDC’s compensation philosophy takes into account the overall performance of the
company and each individual employee, translating these into a rational
compensation and rewards scheme using the Parent Company’s Performance
Management System (PMS). F urther, the Parent Company formally recognizes
tenured employees with at least ten (10) years of service, are given Service Awards
for their hard work, professionalism, and loyalty. In 2019, the Parent Company
recognized a total of 193 employees for the years of quality service that they have
rendered.
Employee Relations
EDC Management continues to nurture good relations with all fourteen (14)
employee unions covering 464 employees. In 2019, through the HRMG, four (4)
town hall meetings and dialogues with employees are conducted to discuss the plans,
programs, and business directions of the Parent Company. Union leaders are likewise
promptly informed about employee-related initiatives and in 2019, the Company
arranged four (4) management and union leaders’ meetings. HRMG has also
organized and implemented the Empower Council Program. This allowed employees
to participate in the management and implementation of different engagement
activities which are employee-driven. Through the Empower Council, non-union
members, particularly the non-union members were given the venue for alternative
collective dialogue mechanisms.
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3. Governance-related Policies.
Aside from the CCBE, and Conflict of Interest Policy, EDC employees must observe
compliance with the following governance-related policies in all aspects of their work in
the Parent Company:
a. Fraud Policy
EDC has a corporate fraud policy, which was established to facilitate the
development of controls that will aid in the detection and prevention of fraud against
the Parent Company and promotion of consistent organizational behavior by
providing guidelines and assigning responsibility for the development of controls.
The policy defines fraud and enumerates the instances wherein fraud is committed,
and designates the office primarily responsible for investigating corporate fraud
cases.
In EDC, fraud is defined as the intentional, false representation or concealment of
a material fact for the purpose of inducing another to act upon it to his/her or the
Company’s injury.
EDC’s Internal Audit Department (“IAD”) is primarily responsible for investigating
corporate fraud cases. In the process of investigating corporate fraud cases, the
Parent Company, at all times, accord all individuals concerned with all due process
rights and privileges.
b. Whistleblower Policy (”Protected Disclosures Policy”).
EDC also has a Whistleblower Policy wherein employees, customers, stockholders,
and other stakeholders, including the public at large, are encouraged to raise and
report serious concerns involving illegal and questionable activities or omissions,
unethical behavior, fraud and other malpractices prior to seeking resolution outside
the Parent Company without fear of harassment, retaliation, or adverse employment
consequence.
EDC’s Whistleblower Policy provides the procedures for
whistleblowing, as well as the rights and responsibilities of whistleblowers under the
said policy.
In furtherance of EDC’s good governance initiatives and aligned with its Fraud
Policy and the Code of Conduct and Discipline, the Company’s IAD has assigned
hotlines to enable any stakeholder, officer, employee, or any person to report serious
concerns of irregularities and wrongdoings.
Complaints should be raised at hotline nos. (+632) 8982-2202 or +63917-5155896.
All reports will be acted upon and treated with strict confidentiality in accordance
with the provisions of EDC’s Protected Disclosure Policy.
Reports received by Internal Audit will be immediately evaluated and assessed if it
qualifies as a protected disclosure. If it qualifies as such, an assurance of no
retaliatory action is given to a whistleblower by treating with strict confidentiality his
identity, the content of the report and the recipient of the report. IAD will thereafter
proceed to investigate the reported incident and observe confidentiality of the
proceedings in accordance with the provisions of EDC’s Protected Disclosure Policy.
The whistleblower enjoys privileged communication as a defense in any action that
may be brought against him arising from such disclosure.
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c. Code of Conduct and Discipline
EDC's CCD became effective on September 16, 2011 and was last revised on
November 2015. This prescribes the norms of conduct and standards of behavior to
instill a strong sense of discipline among its directors, officers and employees to
ensure EDC’s core values are embraced by them in their work and daily lives. These
standards of behavior serve as guideposts in ensuring that our leadership and
employees embrace and live the Parent Company’s core values.
d. Guidelines on Giving and Receiving of Corporate Gifts
EDC issued its Guidelines on Giving and Receiving of Corporate Gifts on
February 14, 2013, which established the general principles on giving and receiving
of gifts by all EDC officers and employees, probationary, regular, and contractual,
and its subsidiaries, consistent with its CCD, Conflict of Interest Policy, and other
related corporate policies.
The purpose of these Guidelines is to set clear and realistic guidelines on giving and
receiving of gifts, incorporating examples of what types of gifts are and are not
allowed. The guidelines also help motivate employees to strive for transparent
business practices and relationships by keeping gifts and favors to a minimum, if not
prohibiting them entirely, and empower employees with freedom and trust to strike
the correct balance in their relationships with outside firms, including vendors,
consultants, contractors, suppliers, customers, regulators, political leaders, host
communities and other business partners, among others.
e. Anti-Sexual Harassment Policy
EDC has an Anti-Sexual Harassment policy, which was signed and made effective on
December 7, 2012. This policy prescribes the rules and regulations towards the
promotion of a work environment that values human dignity and respect for human
rights. It prescribes the administrative process and disciplinary action for sexual
harassment cases.
f.

Related Party Transactions (“RPT”) Policy
The Parent Company believes that having an RPT Policy is another step towards
strengthening EDC’s governance activities as it provides a governance framework
towards ensuring the integrity and transparency of related party transactions. It also
ensures that proper review and approval of transactions with a related party are
undertaken in a manner that conforms with good governance, while facilitating timely
contracting for goods and services.

D. Disclosure and Transparency
EDC endeavors to provide investors and all stakeholders timely, complete, and adequate
information that may affect their decision to deal with the Company and its shares. Material
information about EDC are disclosed in accordance with SEC and PDEx reporting
requirements.
1. Responsible persons for information disclosure
EDC's President and members of Management, each in their respective groups, review
and approve major company announcements. The Parent Company's Corporate
Secretary/ Assistant Corporate Secretary and Compliance Officer, as may be applicable,
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are responsible for making timely disclosures to the SEC. In coordination with these
officers and executives, its Investor Relations (“IR”) Department is responsible for
disclosing to the PDEx and ensuring that disclosures are made prior to their release to the
news media.
2. Contents of disclosures
Disclosure of such information found in EDC’s annual and quarterly financial statements
(i.e., SEC Form 17-A and 17-Q) and other SEC reports (i.e., SEC Form 17-C, 20-IS,
23-A, 23-B, SEC Advisement Letters, etc.) includes, among others, operating and
financial performance of EDC and its subsidiaries, acquisitions, sale and disposition of
significant assets, EDC’s ownership structure, information on major stockholders,
beneficial owners holding 5% or more shareholdings, related party transactions and
shareholdings of Directors, biographical information on directors and members of Board
committees, dividend policy and declarations, remuneration of Directors and senior
management, corporate governance policies, audit and non-audit fees, details on board
attendance to meetings, and such other non-financial information that may affect the
investment decision of the investing public.
3. Medium/Channels of Disclosure
These information are made available to the public in the form of press releases to the
media in newspapers, in EDC’s annual reports, and in the Investor Relations and
Corporate Governance sections of the website (www.energy.com.ph) in the form of
presentations and SEC regulatory annual and quarterly filings and disclosures, and lastly,
in its email and intranet system for internal publications. We make sure that EDC’s
website and intranet system is regularly updated to include the latest news and current
information about EDC.
Investors, stockholders, and other stakeholders are likewise provided with information
about EDC, and its operating and financial performance, through one-on-one meetings,
conference calls, investor conferences, meeting with investors.
4. Share Capital
EDC's authorized capital stock as of December 31, 2019 is Php30.15 Billion, divided
into: (a) 27,000,000,000 common shares with a par value of Php1.00 per share, or an
aggregate par value of Php 27.0 Billion; (b) 15,000,000,000 voting preferred shares with
a par value of Php0.01 per share, or an aggregate par value of Php150.0 Million; and
(c) 300,000,000 non-voting preferred shares with a par value of Php10.00 per share, or an
aggregate par value of Php 3.0 Billion. All common shares and voting preferred shares
shall have full voting rights.
Detailed information on EDC's top twenty (20) stockholders, parent company, holding
company and subsidiaries, and security ownership of Directors and Management are
found in Part II on Securities of the Registrant, including the Notes to EDC's Financial
Statements and in its SEC Form 17-A, as may be requested from the SEC, or viewed
through the Company website.
E. Board Responsibilities
The primary responsibility of governing EDC and overseeing the management of its business
lies with the EDC Board.

115

1. Board Composition and Structure
The 2019 Board consists of eleven (11) highly qualified and highly experienced
professionals with core competencies on business, local and international finance, asset
management and energy. On May 9, 2019, Federico R. Lopez, and Richard B. Tantoco,
were elected as Executive Directors; Francis Giles B. Puno, Jonathan C. Russell, Joaquin
E. Quintos IV, David Andrew Baldwin, Christopher Low Eu Sun, and Nicole Goh Phaik
Khim were elected as Non-Executive Directors. Further, Edgar O. Chua, Francisco Ed.
Lim, and Manuel I. Ayala were elected as Independent Directors.
The size, balance, and composition of the Directors enable it to fully support its
responsibilities to the Parent Company’s stockholders. The current Board has a good mix
of business, legal, financial and commercial expertise in various industries, including the
power, energy, and finance sectors. Of the current directors, Federico R. Lopez has been
Chairman and CEO of EDC from 2010.
The roles and responsibilities of the Board and Board Committees are clearly delineated
in the Corporate Governance Manual and Committee Charters, which are available in the
Parent Company’s website.
The Executive Directors hold directorship positions within the Lopez Group. They do not
have directorships in listed companies outside of the Lopez Group.
The Non-Executive Directors do not participate in the day-to-day management of EDC,
but bring a strong presence of independent judgment with wide and varied commercial
experience in the power and energy industry to the Board and the Board Committees’
deliberations. Director Francis Giles B. Puno previously worked with the Global Power
and Environmental Group of the Chase Manhattan Bank where he executed financial
advisory and debt arrangement mandates for power and water projects in Asia. Director
Jonathan C. Russell was an executive of an international developer of independent power
projects based in the USA and responsible for the development of large-scale IPP projects
in Asia. Director Joaquin E. Quintos IV previously held the position of Vice Chairman of
the Credit Information Corporation, the national credit registry of the Philippines, and
executive positions in IBM Philippines. Director David Baldwin has thirty (30) years of
experience developing and operating industrial, energy and resource companies in
Europe, Asia, Australia, and the US, as well as fifteen (15) years leading listed and
private businesses. Director Christopher Low Eu Sun led majority of the investments
made in the Philippines by infrastructure asset manager MIRA. Director Nicole Goh
Phaik Khim, is a Senior Vice-President at GIC’s Infrastructure practice since 2008, where
she has coverage responsibility for the Asia-Pacific region with prior experience investing
in the US and Europe.
The Non-Executive Directors devote sufficient time and attention as necessary in order to
perform their duties, and do not have concurrent directorships in more than five (5)
publicly listed companies in the Philippines.
The Independent Directors maintain independent judgment from Management, and do not
involve themselves in business transactions or relationships with the Lopez Group, so as
not to compromise their independence. As of December 31, 2019, EDC’s Independent
Directors are Edgar O. Chua, Francisco Ed. Lim, and Manuel I. Ayala.
The Board now comprises of 18% Executive Directors, 55% Non-Executive Directors,
and 27% Independent Directors. The number of Independent Directors is more than the
minimum regulatory requirement of at least two (2), or 20% of the board, whichever is
higher.
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2. Nomination, Election, and Succession, and Qualifications and Disqualifications of Directors.
EDC’s By-Laws, Corporate Governance Manual, and the Charter of the Nomination and
Compensation Committee (“NCC”) lay down the procedure for the nomination and
election of Executive, Non-Executive, and Independent Directors, and likewise provide
the qualifications and disqualifications for directors.
Nominations of candidates by EDC stockholders are submitted in writing to the Board,
through the Corporate Secretary, before the scheduled ASM. The NCC screens and
evaluates the nominations in accordance with the standards, criteria, qualifications,
disqualifications, and requirements established by law, rules, and regulations and those
embodied in EDC’s Corporate Governance Manual, the Charter of the NCC, and the ByLaws, all of which are posted in the Corporate Governance pages of EDC’s website. In
pre-screening and short-listing of nominees, the NCC looks into the complementarity of
skills and experience and encourages diversity, considering factors such as, but not
limited to, age, gender, ethnicity, culture, skills, competence, and knowledge.
Upon election, a new Director receives an orientation about the Parent Company and its
business, conducted by the Office of the President (“OP”) and the Risk Management
Department (“RMD”). In addition, new Directors receive corporate governance
orientation to remind them of their general and specific duties and responsibilities to
EDC’s stakeholders, as well as their reporting responsibilities to the SEC and PDEx.
Succession, in the event of vacancy or replacement, of any member of the Board is
provided in EDC’s By-Laws. Any vacancy in the Board, except that caused by removal,
shall be filled by a majority vote of the Board constituting a quorum at a meeting
specially called for that purpose, and the Director so elected shall serve for the unexpired
term. For any vacancy arising from removal, the stockholders shall fill up such vacancy
in the manner provided in Sections 27 and 28 of the Revised Corporation Code.
3. Term of Office of Directors
The term of office of the Directors, whether independent, non-executive or executive, is
only one (1) year, subject to re-election after the end of their term, as provided in the
Parent Company By-Laws.
EDC's Corporate Governance Manual, in compliance with SEC regulations, provides that
the maximum cumulative term of nine (9) years, reckoned from 2012, shall be imposed
upon Independent Directors. After such period, the Independent Director shall be
perpetually barred from re-election as such, but may continue to qualify for nomination
and election as a non-Independent Director. As of 2019, none of the Independent
Directors have a cumulative tenure of nine (9) years reckoned from 2012.
4. Board Diversity Policy
EDC welcomes board diversity as it promotes constructive interaction among the
members of the Board. The Board has committed to improving the selection process to
ensure a mix of competent Directors whose qualifications can add value and contribute
independent judgment to the formulation of sound corporate strategies and policies,
regardless of gender, age, disability, race, or political, religious, or cultural affiliations.
EDC’s policy on diversity of the Board's structure is clearly defined in the Corporate
Governance Manual.
At present, Nicole Goh Phaik Khim sits on the Board as a Non-Executive Director.
Further, other female directors have previously been elected, namely, Lilia R. Bautista
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[1987], Corazon R. Estrella [1987, 1990, 1998, 1999, 2000, 2001, 2002, 2003, 2004],
Regina O. Benitez [1998, 1999, 2000], Veronica I. Jose [1999, 2000], and Asuncion J.
Espina [2005, 2006].
5. Chairman and Chief Executive Officer (“CEO”)
The Chairman of the Board and CEO is Federico R. Lopez. Since EDC's privatization in
2007, he has served as a Director, and beginning 2010, has been elected as the Company's
Chairman and CEO.
As Chairman, he presides at all meetings of the Board and performs such other duties as
he may be called upon to perform by the Board. He is accountable for the proper
processes and direction of the meetings and activities of the Board. He also ensures the
optimization of the skills and combined knowledge and experience of the Board in order
to achieve operational excellence. Being the lead proponent of EDC’s corporate
governance policies, he supports efforts to ensure that the Board meets regularly in
accordance with the corporate governance policies and practices. He likewise ensures
that the Board meets regularly in accordance with an approved annual schedule and
performs its duties responsibly. He shall determine the agenda of each meeting in
consultation with the President.
As the Chief Executive Officer, he has general supervision over EDC's business, affairs,
and properties. He also performs such duties and responsibilities that may be assigned to
him by the Board of Directors from time to time. He is accountable to the Board, to
EDC’s stockholders and to the stakeholders for the proper implementation of projects and
other operational requirements.
Although the positions of Chairman and CEO have been held by one person, the role,
responsibilities and functions of the Chairman and the CEO are clearly delineated in the
By-Laws. Also, to ensure constructive discussion within the Board and encourage
independent views in dealing with company issues, the powers and responsibilities of
Directors are clearly delineated from the powers and responsibilities of Management, and
the Independent Directors are highly competent and actively participate in the
discussions. Lastly, to ensure independent views and perspectives, a lead director may be
designated among Independent Directors present during meetings whenever the Chairman
has clear conflict of interest.
6. Corporate Secretary
Atty. Bernadette Ann V. Policarpio is EDC’s duly elected Corporate Secretary beginning
October 3, 2017, after serving as Assistant Corporate Secretary since September 7, 2016.
She is assisted by the duly elected Assistant Corporate Secretary, Atty. Ana Maria A.
Katigbak-Lim. Both have extensive legal experience and training, focusing on corporate
and business law practice and litigation. They play a crucial role in assisting the Board
during the meetings, in facilitating the dissemination of notices, agenda, board papers and
other board materials, and performing such other functions as may be required by the
Board.
7. Decisions Requiring Board Approval
The Corporate Governance Manual enumerates several matters requiring Board
Approval, such as but not limited to, annual report and financial statements, dividends,
policies, budgets, strategy and direction. Other matters requiring Board Approval include
decisions involving fundamental corporate acts identified in the Revised Corporation
Code, such as but not limited to amendments to the Articles of Incorporation and
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By-Laws, sale, lease, exchange, mortgage, pledge or other disposition of all or
substantially all of EDC's properties, incurring, creating or increasing its bonded
indebtedness, increasing or decreasing its capital stock, merger or consolidation,
investment of corporate funds in another corporation or business, and dissolution.
EDC’s Approvals Manual also identifies several items requiring Board Approval, such as,
but not limited to, contracts and purchase orders over Php500.0 Million.
8. Board Meetings
EDC’s Corporate Secretary, through the Office of the President, prepares the schedule of
EDC’s Board meetings, in accordance with the By-laws, and disseminates it to the
members of the Board and key executives so that EDC’s Directors can plan accordingly
and fit the year’s Board meetings into their respective schedules.
EDC’s Board meetings are usually scheduled at the beginning of the year to allow the
Board to calendar and ensure maximum attendance in EDC Board meetings. For 2019,
the dates of the EDC Board Meetings were announced on January 21, 2019.
As reported to the SEC, the Board held its 2019 meetings on the following dates:
Meeting Date
February 26, 2019 (Tuesday)
April 5, 2019 (Friday)
May 9, 2019 (Thursday)
July 12, 2019 (Friday)
September 13, 2019 (Friday)
December 6, 2019 (Friday)

Meeting Type
Regular Board Meeting
Regular Board Meeting
Organizational Meeting
Regular Board Meeting
Regular Board Meeting
Regular Board Meeting

During Board meetings, EDC’s Directors are expected to prepare for, attend, participate,
and to act prudently, in good faith, and in the best interest of EDC and its stockholders.
The Board is aptly apprised and has full and unrestricted access to information on EDC’s
over-all performance, major business issues, new projects, and economic and
environmental impact. The Board has direct contact and communication with
Management and employees at any time. As a matter of protocol, materials for Board
meetings are provided at least five (5) business days before the date of the meeting.

119

In 2019, the Board conducted a total of six (6) meetings, including its organizational meeting. Details
of the Directors’ board meeting attendance are set out below:

Federico R. Lopez
Richard B. Tantoco

May 9, 2019
May 9, 2019

Number
of
Meetings
Held
During
the Year
6
6

Francis Giles B. Puno
Jonathan C. Russell
Joaquin E. Quintos IV
David Andrew Baldwin
Christopher Low Eu Sun
Nicole Goh Phaik Khim*
Edgar O. Chua
Francisco Ed. Lim
Manuel I. Ayala

May 9, 2019
May 9, 2019
May 9, 2019
May 9, 2019
May 9, 2019
May 9, 2019
May 9, 2019
May 9, 2019
May 9, 2019

6
6
6
6
6
6
6
6
6

Name

Chairman & CEO
Director, President
& COO
Director
Director
Director
Director
Director
Director
Ind. Director
Ind. Director
Ind. Director

Date of Election

Number
of
Meetings
Attended

Percentage

6
6

100%
100%

5
4
6
6
6
3
6
6
6

83.33%
66.67%
100%
100%
100%
50%
100%
100%
100%

*On leave from April to July 2019.

The minimum quorum requirement for Board decisions under EDC’s By-Laws is a
majority of the total number of Directors of which (i) for so long as Red Vulcan holds
sufficient shares to enable it to appoint at least one (1) director, one (1) must be a Red
Vulcan Directors; and (ii) for so long as the Participation Conditions are satisfied and
there is at least one (1) incumbent Investco Director who is not an Unsuitable Director,
one (1) must be an Investco Director.
Board meetings are recorded and minuted, and all resolutions are documented by the
Corporate Secretary. Committee meetings are likewise recorded and minuted, with the
resolutions documented by the respective Committee Secretariats.
9. Board Committees
To facilitate the monitoring of the Parent Company's performance and to enhance the
effectiveness of the Board in discharging its fiduciary duties, six (6) Board-level
committees have been constituted, namely: the Audit and Governance Committee,
Nomination and Compensation Committee, Risk Management Committee, Corporate
Social Responsibility Committee, the Operations Committee, and the Related Party
Transactions Committee.
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Below are the Committees’ respective membership and attendance record for the year:
Committee
Audit & Governance

Nomination and
Compensation

Members’ Attendance in 2019
Four (4) Meetings
● Edgar O. Chua (I) - Chairman - 4
● Francisco Ed. Lim (I) - 4
● Manuel I. Ayala (I) - 4
● Francis Giles B. Puno (N) - 2
● Jonathan C. Russell (N) – 3
● Joaquin E. Quintos IV (N) – 4
● David Andrew Baldwin (N) - 4
Three (3) meetings
● Federico R. Lopez (E) - Chairman - 3
● Francis Giles B. Puno (N) - 3
● Manuel I. Ayala (I) - 3
● Joaquin E. Quintos IV – 3
● David Andrew Baldwin (N) - 3

Risk Management

Two (2) Meetings
● Francis Giles B. Puno (N) - Chairman - 2
● Jonathan C. Russell (N) - 1
● Joaquin E. Quintos IV (N) – 2
● David Andrew Baldwin (N) – 2

Corporate Social
Responsibility

One (1) Meeting
● Federico R. Lopez (E) - Chairman - 1
● Richard B. Tantoco (E) – 1
● Joaquin E. Quintos IV(N) – 1
● David Andrew Baldwin (N) - 1
● Edgar O. Chua (I) - 0

Operations

Thirteen (13) Meetings
● Federico R. Lopez (E) - 7
● Richard B. Tantoco (E) - 13
● Francis Giles B. Puno (N) – 9
● Jonathan C. Russell (N) - 10
● Joaquin E. Quintos IV(N) - 12
● David Andrew Baldwin (N) – 13

Related Party Transactions

Five (5) Meetings
● Manuel I. Ayala (I) - Chairman - 5
● Edgar O. Chua (I) - 5
● Francis Ed. Lim (I) - 5
● Federico R. Lopez (E) – 5
● Richard B. Tantoco (E) – 5
● Francis Giles B. Puno (N) – 5
● Jonathan C. Russell (N) – 5
● Joaquin E. Quintos IV(N) – 5
● David Andrew Baldwin (N) – 5

Each Committee has its own Committee Charter, which contains the purpose, the
composition, the structures, the reporting process, the delegated authority and specific
duties and responsibilities within which the Committee operates. A copy of the
Committee Charters are available at the company website.
Members of EDC’s different Board Committees were elected by the Board during the
Organizational Board Meeting, following the Annual Stockholders’ Meeting, on
May 9, 2019, and any subsequent change in the membership is made upon approval of the
Board.
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To further enhance the participation and involvement of the Board in the activities of the
various committees, Directors who are non-committee members may likewise sit and
observe in the Committee meetings. During committee meetings, the observer-directors
can comment and make suggestions, but they have no voting right therein.
a. Board Committees’ Composition, Functions and Activities
i.

Audit and Governance Committee (AGC)

The AGC shall have at least three (3) Non-Executive Directors as members, three (3)
of whom shall be Independent Directors.
At present, the AGC is composed of seven (7) directors. Of the seven (7) AGC
members, three (3) are Independent Directors, namely Francisco Ed. Lim, Manuel I.
Ayala, and Edgar O. Chua, its Chairman. Other AGC members are Non-Executive
Directors Francis Giles B. Puno, Jonathan C. Russell, Joaquin E. Quintos IV and
David Andrew Baldwin.
The AGC Chairman, Director Chua has more than thirty (30) years experience in
various fields, including auditing, general management, and corporate affairs, and is
not the Chairman of the Board or of any other EDC Board Committee. He has
likewise served as Chairman of the AGC since 2011. A more detailed profile or
qualifications of the AGC members are found in the pages on Director's Profile.
The AGC performs oversight functions in checking the integrity of EDC's financial
reporting process, effectiveness and soundness of internal control environment,
adequacy of audit functions for both internal and external audits, and compliance with
rules, policies, laws, regulations, contracts, and the code of conduct. The AGC also
recommends the appointment, re-appointment, and removal of the external auditor.
Detailed enumeration of the AGC's responsibilities is found in the Corporate
Governance Manual and the AGC Charter.
The AGC had four (4) meetings in 2019. Details of the 2019 AGC meeting
attendance are found in the table of 2019 Board Committee Composition and
Attendance.
The signed Audit and Governance Committee Report for 2019 is likewise attached to
this Annual Report.
The following are the 2019 activities of the AGC:
●

Financial Reporting and Disclosures. The AGC reviewed with management and
the external auditor (SGV & Co.) the annual audited financial statements and the
quarterly interim financial reports and endorsed these to the Board for approval
and release to regulatory agencies, stockholders and lenders. The review
included discussions on the appropriateness of accounting policies adopted by
management, the reasonableness of estimates, assumptions and judgments used in
the preparation of financial statements, the impact of new accounting standards
and interpretations, and other key accounting issues and audit results as
highlighted by the external auditor.

●

Internal Control. The AGC monitored the effectiveness of the internal control
environment through various measures such as the review of the results of the
external audit regarding internal control issues; exercising functional
responsibility over Internal Audit and Compliance Office and receiving reports
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on work done in assessing key governance, risk management and control
components; discussion with management on major control issues and
recommendations to improve policies and processes; and promoting a culture of
integrity and ethical values in the company.
Based on the results of the assurance activities performed by the Company’s
Internal Audit, the external auditor’s unqualified opinion on the financial
statements, and discussions with management, the Committee assessed that the
Company’s systems of internal controls, risk management, and governance
processes are adequate and generally effective.
●

External and Internal Audit. The AGC reviewed the overall scope and audit
plan of the external auditor. It also reviewed and affirmed the management
evaluation on the performance of the external auditor and approved the reengagement of SGV & Co. for another year (2019 audit). It also approved the
non-audit services rendered by external auditor, and the Internal Audit annual
plan and ensured that independence is maintained, the scope of work is sufficient
and resources are adequate.

●

Compliance and Corporate Governance. The AGC monitored the Company’s
compliance to laws, regulations and policies. It also supported the Company's
initiatives to strengthen its corporate governance framework by providing full
support to the Corporate Governance Office's efforts in (i) maintaining
compliance with the Corporation Code and all other laws, rules and regulations
on corporate governance, especially the Corporate Governance Code for Publicly
Listed Companies, and (ii) ensuring that our directors, key officers and senior
executives comply with the corporate governance requirements on reporting and
disclosure, as well as trainings.

●

Assessment of Performance. The AGC assessed its performance for the year
2018 based on the guidelines and parameters set in SEC Memorandum Circular
No. 4, series of 2012, which specified the required provisions or contents of an
audit committee charter and the assessment of the audit committee’s compliance
therewith. The assessment results showed that the Audit and Governance
Committee charter remained fully compliant with SEC requirements and the
committee has fully complied with requirements set forth in the audit committee
charter.

ii. Nomination and Compensation Committee (“NCC”)
Under its Charter, the NCC shall have at least three (3) Directors as members, one of
whom shall be an Independent Director. Currently, the NCC is composed of five (5)
members, comprising of three (3) Non-Executive Directors, one (1) Independent
Director, and one (1) Executive Director. It is headed by Chairman/CEO Federico R.
Lopez as Chairman.
The NCC evaluates the qualifications of all persons nominated to the Board and those
recommended to other positions requiring appointment by the Board. It also
established a formal and transparent procedure for developing a policy on executive
compensation and fixing the compensation packages of corporate officers and
directors. Detailed enumeration of the NCC's responsibilities is provided in the
Corporate Governance Manual and the NCC Charter.
In 2019, the NCC had three (3) meetings. Details of the 2019 NCC meeting
attendance are found in the table above on the 2019 Board Committee Composition
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and Attendance.
During these meetings, the NCC reviewed the qualifications, credentials, and
disqualifications of nominees for Regular and Independent Directors. The NCC also
assessed and reviewed the skills, qualifications, and disqualifications of the newly
appointed Vice Presidents and officers of the Parent Company.
iii. Risk Management Committee (“RMC”)
The RMC Charter provides that the Committee shall be composed of at least three (3)
Directors as members and, as far as practicable, composed of Non-Executive
Directors, three (3) of whom are Independent Directors. It is currently composed of
four (4) Non-Executive Directors, and headed by Director Francis Giles B. Puno as
its Chairman. The RMC Chairman is not the Chairman of the Board or of any other
EDC Board Committee. He has gained knowledge and experience on risk and risk
management since he served as RMC Chairman and member since 2009. He is also
supported by Directors Russell, Quintos, and Baldwin.
The RMC is a separate Board Committee that assists the EDC Board of Directors in
its oversight responsibility over Management’s activities in managing risks involving
physical, financial, operational, labor, legal, security, environmental, and other risks
of the Parent Company. In carrying out its mandate, the RMC:
●
●
●
●
●
●

Conducts a yearly evaluation of the Parent Company’s risk assessment and risk
management program and ensure that appropriate controls are in place;
Recommends to the Board the Parent Company’s strategic risks, including the
risk mitigation and control measures that require immediate or urgent
implementation;
Meets periodically with the Audit and Governance Committee, key management,
and internal and external auditors to understand and discuss the control
environment;
Reviews the Parent Company’s risk tolerance, financial exposures, and
investment guidelines, including the mitigating strategies, insurance, and other
risk financing schemes being undertaken;
Reviews periodically the security, safety, and physical loss control measures and
the specific Emergency Response Plan adopted by the Parent Company to ensure
that all risks are adequately covered; and
Reviews annually the adequacy of the Risk Management Committee Charter and
recommend any proposed changes to the Board of Directors.

The RMC conducted two (2) meetings in 2019. Details of the 2019 RMC meeting
attendance are found in the table above on the 2019 Board Committee Composition
and Attendance.
The following are the activities of the RMC in 2019:
●

●

Enterprise Risk Management Program. The RMC conducted several activities
pursuant to their risk management program: Strategic Risk Review on Natural
Catastrophe Resiliency and Cybersecurity Risk, and Operational Risk Review as
part of the annual planning and budgeting processes.
Business Continuity Management Program. The BCM program includes the
conduct of the following activities: Emergency Response Orientations, BCM and
Crisis Management Orientations and Desktop Simulations.
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iv. Corporate Social Responsibility Committee (“CSRC”)
The CSRC shall be composed of at least three (3) members. Currently, the CSRC has
five (5) members, composed of two (2) Non-Executive Directors, two (2) Executive
Directors, and one (1) Independent Director. It is headed by Chairman/CEO Federico
R. Lopez as Chairman.
The CSRC conducts an annual review of the Parent Company's CSR programs to
ensure that these programs comply with applicable laws, conform with international
standards and global trends, and are consistent with Company policies, guidelines,
and objectives on CSR. It ensures that the CSR program is integrated and applied
consistently throughout the organization and identifies and recommends program
enhancements that will increase effectiveness and overall improvement in company
performance and image. Detailed enumeration of the CSRC's responsibilities is
provided in EDC's Corporate Governance Manual and CSRC Charter.
In 2019, the CSRC reviewed major CSR projects of the Parent Company and
provided directions, strategies, and necessary endorsements. Only one (1) meeting
was held by the Committee to provide guidance in the implementation of the CSR
and environmental initiatives. Almost all of CSRC members were in attendance in
said committee meeting.
v. Operations Committee (“OpsCom”)
The OpsCom shall be composed of at least six (6) members of the Board of Directors.
Currently, the members are two (2) Executive Directors and four (4) Non-Executive
Directors.
As provided in the Corporate Governance Manual and the OpsCom Charter, the
OpsCom deliberates, reviews, and recommends all matters that will require Board
approval, and such assignments that may be delegated by the Board on policy,
organization / personnel, finance, expenditures, budget, fixed assets, procurement,
credit, and sales.
In 2019, the OpsCom held a total of thirteen (13) meetings, with an average member
attendance of 80%. Pursuant to its committee charter, the presence of at least three
(3) members of the committee will constitute a quorum for the committee meeting.
Details of the 2019 OpsCom attendance are found in the table above on the 2019
Board Committee Composition and Attendance.
vi. Related Party Transactions Committee (“RPT Committee”)
The RPT Committee shall be composed of at least five (5) members, three (3) of
whom are Independent Directors. Currently, the RPT Committee has nine (9)
members, seven (7) of whom are Non-Executive Directors and Independent
Directors. The RPT Committee is headed by Independent Director Manuel I. Ayala
as RPT Committee Chairman. Director Ayala is not the Chairman of the Board nor a
Chairman of any other EDC Board Committee.
The RPT Committee was created to oversee the effective implementation of EDC’s
RPT Policy. It is also tasked to review all material and significant RPTs of the
Company to ensure integrity and transparency of such transactions.
The RPT Committee had five (5) meetings in 2019. Details of the RPT Committee
meeting attendance are found in the table above on the 2019 Board Committee
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Composition and Attendance.
In 2019, the RPT Committee reviewed all non-material and pre-cleared RPTs cleared
by the RPT Management Review Panel, and all material and significant RPTs
submitted for review, endorsement, and approval.
Details of RPTs entered into by the Parent Company during the year are disclosed in
the Parent Company's Notes to the Financial Statements.
10. BOARD ACTIVITIES FOR 2019
a. Board Orientation and Training Program
Upon election to the EDC Board, a new Director receives an orientation about the
Company's business, its geothermal and renewable energy operations, and its
organizational and functional structure, among others. In addition to the in-house
orientation given by the Company to the new Director, the new Director also receives
corporate governance orientation.
Also, eleven (11) directors and fifteen (15) corporate officers and executives
participated in the corporate governance seminar conducted for 2019 by a duly
accredited training provider. The corporate governance seminars provided EDC
Directors, officers, and Senior Management an opportunity to learn and integrate
corporate governance principles and be provided with useful insights on various and
current governance issues.
b. Board Strategic Planning
To align the activities of the Parent Company with its vision, mission, core values,
and goals for the year, the Board of Directors conducted a Board Strategy Meeting
last September 13, 2019.
The Board Strategy Meeting provided a venue for the Directors to set strategic
directions and guidance. The Directors revisited and affirmed the company’s mission
and vision, and analyzed the present and future operating environment given the
market trends. The Directors likewise assessed major opportunities and risks for the
Parent Company.
d. Compensation of Directors and Executive Officers
The NCC has the responsibility to review and recommend to the Board the Parent
Company's compensation system and remuneration packages for corporate officers
and directors.
The levels of honoraria, remuneration or compensation for EDC’s directors and
executive officers are set at the optimum level to attract and retain the services of
qualified and competent directors and officers and in accordance with the Corporate
Governance Manual. A portion of the honoraria, remuneration or compensation of
the directors, whether executive, non-executive or independent, may also be
structured or be based on corporate and individual performance. In accordance with
its By-Laws, the Board shall receive such fees, remuneration or compensation for
their services pursuant to a resolution of the stockholders.
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In EDC, the current Board compensation package is as follows:
●
●
●
●
●

Monthly director’s fee: P50,000.00
Attendance fee for Directors' meetings: P10,000.00 per Board meeting and
P6,000.00 per Board Committee meeting
Bonus to Directors as a group: ½ of 1% of declared cash dividend
Group Life Insurance Coverage
Group Hospitalization Insurance Coverage

The aggregate compensation paid or incurred during the last two fiscal years and
estimated to be paid in the ensuing fiscal year to the executive officers of the Parent
Company are reported under the section “Executive Compensation” of this Annual
Report.
Below is the total remuneration received by five (5) members of EDC's Management
who are not at the same time executive directors during the financial year ending
December 31, 2019:
Summary Compensation Table
Name
Federico R. Lopez, Chairman & CEO
Richard B. Tantoco, President & COO
Liberato S. Virata / Senior Vice-President
Ma. Elizabeth D. Nasol / Senior Vice-President
Erwin O. Avante, Vice President
CEO and the four most highly compensated officers
named above
Aggregate compensation paid to all officers and
directors as a group unnamed

Year

Salary

2018
2019
2020(estimate)
2018
2019
2020(estimate)

₱41,017,620
₱28,650,167
₱30,369,177
₱118,379,311
₱209,051,892
₱214,724,179

Bonus/Other Annual
Compensation

₱14,767,356
₱22,674,576
₱21,942,610
₱97,584,922
₱186,482,745
₱192,475,518

*Note: Certain officers of the Corporation, including the top four members of senior management listed in the table above, are seconded and
receive their salaries from First Gen Corp.

Below is the total remuneration received by five (5) members of EDC's Management who are not at
the same time executive directors during the financial year ending December 31, 2019:
Name of Officer/Position
James E. Jumawan / Vice-President
Jennifer Joy S. Santos/ Vice-President
James A. Villaroman/ Vice -President
Jay Joel L. Soriano/ Vice President
Emmanuel C. Portugal/ Vice President
V.

Total Remuneration
₱66.789 Million

INTERNAL AUDIT
EDC has a well-established and independent Internal Audit Group, headed by the Chief Audit
Executive (“CAE”), Glenn L. Tee, which is tasked to perform the Internal Audit functions in
the Company and to provide reasonable assurance to the Board through the Audit and
Governance Committee (“AGC”) that key organizational and procedural controls are
appropriate, adequate, effective, and complied with. The Internal Audit functions encompass
an independent and objective evaluation and improvement of the adequacy, propriety,
effectiveness, and compliance with EDC's risk management, control and governance
processes.
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As the working arm of the Audit and Governance Committee, the Internal Audit Group
reports functionally to the AGC but reports administratively to the Head of the Corporate
Support Functions. As such, internal Audit plans, activities, organizational structure,
including the appointment and removal of the CAE, staffing and charter are reviewed and
approved by the Audit and Governance Committee. Likewise, Internal Audit has direct access
to the AGC and to all records, personnel, and properties as mandated by the Internal Audit
Charter. The results of the work of internal audit are reported to the AGC on a quarterly basis
and any such period as may be deemed necessary.
[Based on the assessment of the Parent Company's Audit and Governance Committee of the
results of the assurance activities performed by the Company's Internal Audit, as well as the
external auditor's unqualified opinion on the financial statements and discussions with
Management, the Chairman of the Board and the Chief Audit Executive have executed an
attestation to the effect that the systems of internal controls, risk management, governance
and compliance processes of the Company are adequate and generally working effectively.]
VI.

EXTERNAL AUDIT
The Audit and Governance Committee recommends to the Board the appointment of EDC’s
external auditors (subject to stockholder ratification), reviews, and approves the audit fees and
non-audit fees, and reviews the required rotation of external auditor partners.
Since 2007, SyCip Gorres Velayo & Co. (“SGV & Co.”), a member firm of Ernst & Young
Global Limited, has served as EDC's external auditor. SGV & Co. observes and complies
with the required rotation of its audit partners. In 2015, Ms. Jhoanna Feliza C. Go replaced
Mr. Ladislao Z. Avila, Jr. as SGV audit partner assigned to EDC.
External auditors play a crucial role in ensuring that EDC’s financial statements factually
represent accounting records and are treated and presented in accordance with existing
accounting standards, i.e., currently the Philippine Financial Reporting Standards. In auditing
EDC for several years, SGV & Co. found no material disagreements on accounting matters or
financial disclosure matters.
SGV & Co. representatives, headed by Ms. Jhoanna Feliza C. Go, are also present at EDC’s
2019 ASM to respond to auditing matters that may be raised by the stockholders. SGV & Co.
was again appointed by the Board and the stockholders as external auditor for 2019.
Below is a table of the aggregate fees billed by SGV & Co. for each of the last three (3) fiscal
years:
Year
2019
2018
2017

Audit and Audit-related
Fee
₱13,770,745
₱14,407,996
₱12,828,000

All Other Fees
₱1,338,087
₱1,697,642
₱ 1,282,274

Generally, the non-audit fees of SGV & Co. do not exceed its audit and audit-related fees.
The Audit and Governance Committee approved the 2019 audit fees and the non-audit
services of SGV & Co. Non-audit services rendered by SGV & Co. consists of transfer
pricing documentation and advisory services.
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VII.

ENTERPRISE RISK MANAGEMENT

A. EDC's Enterprise Risk Management (“ERM”) System
The Board and the Risk Management Committee are responsible for establishing and
reviewing the Parent Company’s ERM program, including the review of strategic risks to
ensure appropriate controls are in place; review of risk tolerance, financial exposures, and
investment guidelines, including the mitigating strategies, insurance, and other risk financing
schemes being undertaken; and review of security, safety, and physical loss control measures
adopted by the Company to ensure that all risks are adequately covered.
On the other hand, day-to-day responsibility for internal control and risk management lies
with Management.
EDC’s risk management activities are conducted at the various levels as shown below.

Strategic Risk Reviews are conducted quarterly at the Board level, through the Risk
Management Committee, in which selected groups present and discuss their top strategic risks
and the corresponding risk treatment plan.
Operational Risk Reviews are conducted annually by each group across the organization. This
level of risk review is embedded in the Parent Company’s strategic planning and budgeting
processes, as part of its strategy execution process. Correspondingly, risk treatment plans are
formulated as part of each groups’ annual work program and budget and are implemented to
properly manage their identified top risks.
Project Risk Reviews are conducted by project teams as part of the project stage-gate process.
For the Company’s Facilities Operations and Maintenance Group, the group conducts Asset
Risk Reviews covering the Company’s power plant, steamfield, and transmission line assets.
In addition, the group also conducts Natural Catastrophe Risk Reviews to identify, assess, and
manage the top natural hazard risks to the Parent Company’s assets and people.
Process Risk Reviews are also conducted as part of the implementation of the Parent
Company’s Integrated Management System (“IMS”). The Process Risk Reviews cover risk
identification and evaluation on health, environment, safety, and quality. Correspondingly,
risk treatment plans are formulated and implemented to address the identified top health,
environment, safety, and quality risks.
To further improve the implementation of the Parent Company’s Enterprise Risk
Management (“ERM”) Program, the Corporate Risk Committee (“CRC”) has been
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established. The CRC shall assist the Risk Management Committee of the Board and the
President in overseeing the management of the Parent strategic risks.
EDC also has an established Business Continuity Management (“BCM”) system that covers
emergency response, crisis management, and business recovery. BCM is implemented across
the organization to ensure its resilience. The activities under the BCM system are based on
the risks that have been identified during the various risk review exercise.
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PART VI – EXHIBITS AND SCHEDULES
Exhibits
Exhibit 1 – 2019 and 2018 Financial Statements
Exhibit 2 – Index to Consolidated Financial Statements
2.1 Group Structure
2.2 Reconciliation of retained earnings available for dividend declaration
2.3 Financial Soundness Indicator
Exhibit 3 – Supplementary Schedules (Schedules A - H)
Exhibit 4 – 2019 Audit and Governance Committee Report
Exhibit 5 – Service Contracts with the Government and Risks Relating to the Company’s Business
Reports on SEC Form 17-C
The Company filed the following reports on SEC Form 17-C during the period January to December
2019.

1
2
3
4
5
6
7
8
9
10
11

Description
Dollar Bond Tender Offer
Results of Dollar Bond Tender Offer
Notice of Postponement of the Annual Stockholders’ Meeting and
Setting of Record Date
Amendment to the Seventh Article of the Articles of
Incorporation
List of Stockholders as of April 1, 2019 Record Date
Results of Annual Stockholders’ Meeting and Organizational
Board Meeting
SEC Fine
Change in Corporate Contact Details
Amended Articles of Incorporation and By-Laws
Retirement of Officer
Promotion of Officers and Declaration of Special Cash Dividends
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Date of Filing
February 15, 2019
February 22, 2019
March 4, 2019
April 8, 2019
April 8
May 14, 2019
August 14, 2019
October 8, 2019
October 22, 2019
November 4, 2019
December 9, 2019
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DEVELOPMENT CORPORATION

MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS

March 2, 2020
Securities and Exchange Commission
Philippine International Convention Center (PICC),
Roxas Boulevard, Pasay City

The management of Energy Development Corporation and subsidiaries (the Company) is
responsible for the preparation and fair presentation of the financial statements including the
schedules attached therein, for the years ended December 31, 2019 and December 31, 2018, 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 operations, or has no realistic alternative but to do 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.
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.

Federico R. Lopez
Chairman / CEO

Erwin 0. Avante
ice-President I CFO

Richard Raymond B. Tantoco
President I COO
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INDEPENDENT AUDITOR’S REPORT

The Board of Directors and Stockholders
Energy Development Corporation
One Corporate Centre, Julia Vargas corner Meralco Avenues
Ortigas Center, Pasig City
Opinion
We have audited the consolidated financial statements of Energy Development Corporation (a subsidiary
of Red Vulcan Holdings Corporation) and its subsidiaries (collectively referred to as the Company),
which comprise the consolidated statements of financial position as at December 31, 2019 and 2018, and
the consolidated statements of income, consolidated statements of comprehensive income, consolidated
statements of changes in equity and consolidated statements of cash flows for each of the three years in
the period ended December 31, 2019, and notes to the consolidated financial statements, including a
summary of significant accounting policies.
In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Company as at December 31, 2019 and 2018, and its
consolidated financial performance and its consolidated cash flows for each of the three years in the
period ended December 31, 2019 in accordance with Philippine Financial Reporting Standards (PFRSs).
Basis for Opinion
We conducted our audits in accordance with Philippine Standards on Auditing (PSAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Consolidated Financial Statements section of our report. We are independent of the Company in
accordance with the Code of Ethics for Professional Accountants in the Philippines (Code of Ethics)
together with the ethical requirements that are relevant to our audit of the consolidated financial
statements in the Philippines, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the Code of Ethics. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters. For each matter below, our
description of how our audit addressed the matter is provided in that context.

*SGVFS039100*
A member firm of Ernst & Young Global Limited

-2We have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our assessment of
the risks of material misstatement of the consolidated financial statements. The results of our audit
procedures, including the procedures performed to address the matters below, provide the basis for our
audit opinion on the accompanying consolidated financial statements.
Recoverability of Goodwill
Under PFRSs, the Company is required to annually test the recoverability of goodwill. As at
December 31, 2019, the Company has goodwill amounting to P
=2,662.7 million, of which
=2,241.7 million resulted from the Company’s acquisition of GCGI. This annual recoverability test of
P
goodwill is significant to our audit because the amount of goodwill is material to the consolidated
financial statements. In addition, the assessment process involves significant management judgment
about future market conditions and estimation based on assumptions such as budgeted gross margin,
economic growth rate and discount rate.
The related disclosures on the Company’s goodwill are included in Notes 3 and 13 to the consolidated
financial statements.
Audit Response
We involved our internal specialist in evaluating the assumptions and methodology used. These
assumptions include budgeted gross margin, long-term growth rate and discount rate. We compared the
forecasted cash flow assumptions used in the recoverability testing such as budgeted gross margin against
the historical performance of the Company. We also compared the estimated volume and price of
electricity to be sold to the contracted customers and to the spot market with historical information. In
addition, we compared the long-term growth rate used with those reflected in the published economic
forecast, as well as relevant industry outlook. Likewise, we evaluated the discount rate used and assessed
whether this is consistent with market participant assumptions for similar assets. We also reviewed the
Company’s disclosures about those assumptions to which the outcome of the recoverability test is most
sensitive, specifically those that have the most significant effect on the determination of the recoverable
amount of goodwill.
Recoverability of Exploration and Evaluation Assets
The ability of the Company to recover its exploration and evaluation assets depends on the commercial
viability of its geothermal reserves. The carrying value of exploration and evaluation assets as at
December 31, 2019 amounted to P
=3,117.4 million. This matter is important to our audit because of the
substantial amount of exploration and evaluation assets and the significant management judgment
involved in performing a recoverability review. The related disclosures on exploration and evaluation
assets are included in Notes 3 and 14 to the consolidated financial statements.
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-3Audit Response
We obtained management’s assessment on the recoverability of the exploration and evaluation assets, and
inquired into the status of these projects and their future plan of operation. We obtained the status of each
exploration project as of December 31, 2019, as certified by the Company’s technical group head, and
compared it with the disclosures submitted to the regulatory agency. We reviewed the terms of contracts
and agreements, and budget for exploration costs. We inspected the licenses and permits of each
exploration project to determine that the period for which the Company has the right to explore in the
specific area has not expired or is not expiring in the near future. We also inquired of management about
the project areas that are expected to be abandoned or any exploration activities that are planned to be
discontinued in those areas.
Other Information
Management is responsible for the other information. The other information comprises the
SEC Form 17-A for the year ended December 31, 2019 but does not include the consolidated financial
statements and our auditor’s report thereon, which we obtained prior to the date of this auditor’s report,
and the SEC Form 20-IS (Definitive Information Statement) and Annual Report for the year ended
December 31, 2019, which are expected to be made available to us after that date.
Our opinion on the consolidated financial statements does not cover the other information and we do not
and will not express any form of assurance conclusion thereon.
In connection with our audits of the consolidated financial statements, our responsibility is to read the
other information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial statements or our knowledge
obtained in the audits, or otherwise appears to be materially misstated.
If, based on the work we have performed on the other information that we obtained prior to the date of
this auditor’s report, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.
Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with PFRSs, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
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-4In preparing the consolidated 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 operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with PSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated financial statements.
As part of an audit in accordance with PSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:
·

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

·

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

·

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

·

Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

·

Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.
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Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the audit.
We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.
The engagement partner on the audit resulting in this independent auditor’s report is
Jhoanna Feliza C. Go.
SYCIP GORRES VELAYO & CO.

Jhoanna Feliza C. Go
Partner
CPA Certificate No. 0114122
SEC Accreditation No. 1414-AR-2 (Group A),
October 15, 2019, valid until October 14, 2022
Tax Identification No. 219-674-288
BIR Accreditation No. 08-001998-103-2019,
November 7, 2019, valid until November 6, 2022
PTR No. 8125241, January 7, 2020, Makati City
March 2, 2020
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ENERGY DEVELOPMENT CORPORATION
(A Subsidiary of Red Vulcan Holdings Corporation)

AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

December 31
2019

2018

P
=14,254,120,731
1,357,205,907
8,182,414,415
32,112,916
4,300,433,091
7,281
1,442,589,495
29,568,883,836

=14,988,507,827
P
801,650,104
6,094,866,529
794,735
3,972,771,474
8,928,520
2,511,752,447
28,379,271,636

90,559,312,253
4,054,555,617
3,117,384,923
866,108,068

90,702,078,055
4,067,066,238
3,076,257,283
980,631,837

517,483,196
42,949,319
6,150,245,929
105,308,039,305

434,120,734
175,244,105
8,111,465,690
107,546,863,942

ASSETS
Current Assets
Cash and cash equivalents (Notes 6 and 31)
Financial assets at fair value through profit or loss (Notes 8 and 31)
Trade and other receivables (Notes 3, 7, 20, 31 and 32)
Due from related parties (Notes 20 and 31)
Parts and supplies inventories (Notes 3 and 10)
Derivative assets (Note 31)
Other current assets (Notes 2 and 11)
Total Current Assets
Noncurrent Assets
Property, plant and equipment (Notes 2, 3 and 12)
Goodwill and intangible assets (Notes 3 and 13)
Exploration and evaluation assets (Notes 3 and 14)
Deferred tax assets - net (Notes 2, 3 and 29)
Financial assets at fair value through other comprehensive income
(Notes 3, 9 and 31)
Derivative assets (Note 31)
Other noncurrent assets (Notes 2, 3, 15 and 31)
Total Noncurrent Assets
TOTAL ASSETS

P
=134,876,923,141 P
=135,926,135,578

LIABILITIES AND EQUITY
Current Liabilities
Trade and other payables (Notes 3, 16 and 31)
Due to related parties (Notes 20 and 31)
Income tax payable
Current portion of:
Long-term debts (Notes 17 and 31)
Lease liability (Notes 2, 3, 20, 31 and 32)
Derivative liabilities (Note 31)
Total Current Liabilities

P
=14,902,739,199
2,642,871
70,835,367

=10,526,548,868
P
34,624,590
93,438,813

7,663,234,539
133,165,920
21,523,571
22,794,141,467

4,359,417,518
–
–
15,014,029,789

(Forward)
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Noncurrent Liabilities
Long-term debts - net of current portion (Notes 17 and 31)
Long-term lease liability - net of current portion (Notes 2, 3, 20, 31
and 32)
Net retirement and other post-employment benefits
(Notes 3 and 28)
Derivative liabilities - net of current portion (Note 31)
Deferred tax liabilities - net (Notes 2 and 29)
Provisions and other long-term liabilities (Notes 3, 18 and 32)
Total Noncurrent Liabilities
Total Liabilities
Equity
Equity attributable to equity holders of the Parent Company:
Preferred stock (Note 19)
Common stock (Note 19)
Treasury stock (Note 19)
Additional paid-in capital (Notes 19)
Equity reserve (Note 19)
Net accumulated unrealized gain on financial assets at fair value
through other comprehensive income (Note 9)
Fair value adjustments on hedging transactions (Note 31)
Cumulative translation adjustments (Note 19)
Retained earnings (Notes 2 and 19):
Unappropriated
Appropriated
Non-controlling interests (Note 19)
Total Equity
TOTAL LIABILITIES AND EQUITY

2019

2018

P
=47,987,151,602

=61,443,305,157
P

279,789,768

–

1,552,793,096
259,526,949
14,503,841
2,184,000,268
52,277,765,524
75,071,906,991

1,144,503,171
7,393,005
244,926,042
1,834,690,433
64,674,817,808
79,688,847,597

93,750,000
93,750,000
19,076,250,000
19,076,250,000
(14,646,566,916) (14,639,542,558)
8,715,108,001
8,715,108,001
(3,706,430,769) (3,706,430,769)
159,427,712
(446,886,545)
677,230,994
21,217,149,607
26,699,854,200
57,838,886,284
1,966,129,866
59,805,016,150

76,065,250
102,599,039
815,340,835
23,754,291,297
20,001,854,200
54,289,285,295
1,948,002,686
56,237,287,981

P
=134,876,923,141 P
=135,926,135,578

See accompanying Notes to Consolidated Financial Statements.
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ENERGY DEVELOPMENT CORPORATION
(A Subsidiary of Red Vulcan Holdings Corporation)

AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

2019

Years Ended December 31
2018

2017

REVENUE FROM SALE OF ELECTRICITY
(Notes 2, 3, 5, 20, 21 and 37)

=41,868,417,546
P

=37,985,628,450
P

=33,255,190,724
P

COSTS OF SALE OF ELECTRICITY
(Notes 10, 12, 13, 20, 22, 24, 28, 35 and 36)

(19,848,497,303)

(19,092,818,421)

(15,034,405,431)

(7,122,237,373)

(6,189,362,114)

(5,314,860,437)

564,383,055
(3,887,912,305)
(3,323,529,250)

529,314,456
(4,095,983,247)
(3,566,668,791)

274,657,761
(4,130,616,264)
(3,855,958,503)

(114,648,317)
68,940,401
1,926,955,794
1,881,247,878
13,455,401,498

–
(518,411,862)
2,241,255,335
1,722,843,473
10,859,622,597

(514,584,725)
(50,174,076)
491,163,515
(73,595,286)
8,976,371,067

1,139,387,957
(36,757,926)
1,102,630,031

1,040,337,842
223,736,369
1,264,074,211

935,663,044
99,210,969
1,034,874,013

=12,352,771,467
P

=9,595,548,386
P

=7,941,497,054
P

=11,931,208,232
P
421,563,235
=12,352,771,467
P

=9,403,832,344
P
191,716,042
=9,595,548,386
P

=7,709,470,125
P
232,026,929
=7,941,497,054
P

=0.682
P

=0.510
P

=0.411
P

GENERAL AND ADMINISTRATIVE
EXPENSES (Notes 10, 12, 13, 15, 23, 24 and 28)
FINANCIAL INCOME (EXPENSE)
Interest income (Notes 6, 11, 25 and 31)
Interest expense (Notes 17, 18, 25 and 31)

OTHER INCOME (CHARGES)
Loss on loan extinguishment (Note 17)
Foreign exchange gains (losses) (Notes 26 and 31)
Miscellaneous income (Notes 17 and 27)
INCOME BEFORE INCOME TAX
PROVISION FOR (BENEFIT FROM)
INCOME TAX (Note 29)
Current
Deferred

NET INCOME
Net income attributable to:
Equity holders of the Parent Company
Non-controlling interests

Basic/Diluted Earnings Per Share for Net Income
Attributable to Equity Holders of the Parent
Company (Note 30)
See accompanying Notes to Consolidated Financial Statements.
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ENERGY DEVELOPMENT CORPORATION
(A Subsidiary of Red Vulcan Holdings Corporation)

AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

2019
NET INCOME

Years Ended December 31
2018

2017

=12,352,771,467
P

=9,595,548,386
P

(138,109,841)

338,471,984

(31,042,976)

(549,485,584)

125,530,596

(23,917,504)

29,105,168

(18,677,436)

OTHER COMPREHENSIVE INCOME (LOSS)
Other comprehensive income (loss) to be reclassified
to profit or loss in subsequent periods:
Cumulative translation adjustments on foreign
subsidiaries (Note 19)
Fair value adjustments on hedging transactions,
net of tax effect amounting to =
P44,652,148
in 2019, =
P39,246,669 in 2018 and
=28,423,880 in 2017 (Note 31)
P
Changes in fair value of debt instruments at fair
value through other comprehensive income
(Note 9)
Changes in fair value of available-for-sale
investments recognized in equity (Note 9)

–

=7,941,497,054
P

–

–

(51,372,377)

(658,490,257)

445,325,144

(106,332,857)

(272,963,625)

(100,278,567)

(52,515,581)

54,257,294

54,066,942

NET OTHER COMPREHENSIVE LOSS
NOT TO BE RECLASSIFIED TO PROFIT
OR LOSS IN SUBSEQUENT PERIODS

(218,706,331)

(46,211,625)

(52,515,581)

TOTAL OTHER COMPREHENSIVE INCOME
(LOSS), NET OF TAX

(877,196,588)

399,113,519

(158,848,438)

=11,475,574,879
P

=9,994,661,905
P

=7,782,648,616
P

=11,057,447,699
P
418,127,180
=11,475,574,879
P

=9,801,857,630
P
192,804,275
=9,994,661,905
P

=7,548,628,916
P
234,019,700
=7,782,648,616
P

NET OTHER COMPREHENSIVE INCOME
(LOSS) TO BE RECLASSIFIED TO PROFIT
OR LOSS IN SUBSEQUENT PERIODS
Other comprehensive income (loss) not to be
reclassified to profit or loss in subsequent
periods:
Remeasurements of retirement and other
post-employment benefits, net of tax
effect amounting to P
=30,329,292 in 2019,
=11,142,063 in 2018 and =
P
P5,919,472 in
2017 (Note 28)
Changes in fair value of equity instruments
designated at fair value through other
comprehensive income (Note 9)

TOTAL COMPREHENSIVE INCOME,
NET OF TAX
Total comprehensive income attributable to:
Equity holders of the Parent Company
Non-controlling interests

–

See accompanying Notes to Consolidated Financial Statements.
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ENERGY DEVELOPMENT CORPORATION
(A Subsidiary of Red Vulcan Holdings Corporation)

AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2019, 2018 AND 2017

Balances, January 1, 2019
Total comprehensive income
Net income
Cumulative translation adjustments
on foreign subsidiaries (Note 19)
Fair value adjustments on hedging
transactions (Note 31)
Changes in fair value of equity instruments at
FVOCI recognized in equity (Note 9)
Changes in fair value of debt instruments
designated at FVOCI recognized in equity
(Note 9)
Remeasurements of retirement and
other post-employment
benefits (Note 28)
Total other comprehensive loss
Cash dividends on non-controlling
interest (Note 19)
Cash dividends (Note 19)
Appropriation of retained earnings (Note 19)
Acquisition of treasury stock (Note 19)
Balances, December 31, 2019

Preferred Stock
Common Stock
Treasury Stock
(Note 19)
(Note 19)
(Note 19)
= 93,750,000 =
P
P19,076,250,000 (P
= 14,639,542,558)

Additional
Paid-in
Capital
(Note 19)
= 8,715,108,001
P

Net Accumulated
Unrealized
Gain on Financial
Equity Reserve Assets at FVOCI
(Note 19)
(Note 9)
(P
= 3,706,430,769)
=76,065,250
P

Fair Value
Adjustments
on Hedging
Transactions
(Note 31)
= 102,599,039
P
–

Cumulative Unappropriated
Translation
Retained
Adjustments
Earnings
(Note 19)
(Note 19)
= 815,340,835 P
P
= 23,754,291,297

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–
(549,485,584)

–

–

–

–

–

54,257,294

–

–

–

–

–

29,105,168

–
–
–

–
–
–

–
–
–

–
–
–

–
–
–

83,362,462
83,362,462

–
(549,485,584)
(549,485,584)

–
–
–
–
=159,427,712
P

–
–
–
–
(P
= 446,886,545)

–
–
–
–
= 93,750,000
P

–
–
–
–
–
–
–
(7,024,358)
=19,076,250,000 (P
P
= 14,646,566,916)

–
–
–
–
= 8,715,108,001
P

–
–
–
–
(P
= 3,706,430,769)

–

–
(138,109,841)
–

Appropriated
Retained
Earnings
(Note 19)
Subtotal
= 20,001,854,200 P
P
= 54,289,285,295
11,931,208,232

Non-controlling
Interests
(Note 19)
Total Equity
= 1,948,002,686 P
P
= 56,237,287,981

11,931,208,232

–

–

–

(138,109,841)

–

(138,109,841)

–

–

(549,485,584)

–

(549,485,584)

–

–

54,257,294

–

54,257,294

–

–

29,105,168

–

29,105,168

–
(138,109,841)
(138,109,841)

(269,527,570)
(269,527,570)
11,661,680,662

–
–
–

(269,527,570)
(873,760,533)
11,057,447,699

–
–
–
–
=677,230,994
P

–
(7,500,822,352)
(6,698,000,000)
–
=21,217,149,607
P

–
–
6,698,000,000
–
=26,699,854,200
P

–
(7,500,822,352)
–
(7,024,358)
=57,838,886,284
P

421,563,235

(3,436,055)
(3,436,055)
418,127,180

12,352,771,467

(272,963,625)
(877,196,588)
11,475,574,879

(400,000,000)
(400,000,000)
–
(7,500,822,352)
–
–
–
(7,024,358)
=1,966,129,866 =
P
P59,805,016,150

(Forward)
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Preferred Stock
(Note 19)
Balances, January 1, 2018,
as previously reported
Impact of adoption of PFRS 9
(Notes 2, 7 and 9)
Balances, January 1, 2018, as adjusted
Total comprehensive income
Net income
Cumulative translation adjustments
on foreign subsidiaries (Note 19)
Fair value adjustments on hedging
transactions (Note 31)
Changes in fair value of equity
instruments at FVOCI recognized in
equity (Note 9)
Changes in fair value of debt
instruments designated at FVOCI
recognized in equity (Note 9)
Remeasurements of retirement and
other post-employment
benefits (Note 28)
Total other comprehensive loss
Cash dividends on non-controlling
interest (Note 19)
Appropriation of retained earnings
(Note 19)
Acquisition of treasury stock (Note 19)
Issuance of shares (Note 19)
Issuance of shares under common shares
in employee trust (Note 19)
Documentary stamp tax on common
shares subscription (Note 19)
Balances, December 31, 2018

Common Stock
(Note 19)

Treasury Stock
(Note 19)

Common
Shares in
Employee
Trust Account
(Note 19)

Equity Attributable to Equity Holders of the Parent Company
Net Accumulated
Net Accumulated
Unrealized
Additional
Unrealized
Gain on
Paid-in
Gain on Financial Available-for-sale
Capital
Equity Reserve Assets at FVOCI
Investments
(Note 19)
(Note 19)
(Note 9)
(Note 9)

Cumulative Unappropriated
Translation
Retained
Adjustments
Earnings
(Note 19)
(Note 19)

(P
=22,931,557)

=476,868,851
P

–
(22,931,557)

–
476,868,851

=93,750,000
P

=18,750,000,000
P

(P
=73,511,508)

(P
=44,298,630)

=6,611,795,220
P

(P
=3,706,430,769)

=–
P

–
93,750,000

–
18,750,000,000

–
(73,511,508)

–
(44,298,630)

–
6,611,795,220

–
(3,706,430,769)

40,675,744
40,675,744

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

125,530,596

–

–

–

–

–

–

54,066,942

–

–

–

–

–

–

–

(18,677,436)

–
–
–

–
–
–

–
–
–

–
–
–

–
–
–

–
–
–

–
35,389,506
35,389,506

–

–

–

–
–
–

–
–
326,250,000

–

–

–
=93,750,000
P

–
=19,076,250,000
P

–
(14,566,031,050)
–
–
–
(P
=14,639,542,558)

=51,095,368
P

Fair Value
Adjustments
on Hedging
Transactions
(Note 31)

(51,095,368)
–

=34,621,404,631
P

Appropriated
Retained
Earnings
(Note 19)
=–
P

=58,595,759,947
P

(178,144,302)
56,579,597,304

(2,819,930)
1,835,198,411

(180,964,232)
58,414,795,715

–

9,403,832,344

–

9,403,832,344

191,716,042

9,595,548,386

338,471,984

–

–

338,471,984

–

338,471,984

–

–

–

125,530,596

–

125,530,596

–

–

–

–

54,066,942

–

54,066,942

–

–

–

–

–

(18,677,436)

–

(18,677,436)

–
–
–

–
125,530,596
125,530,596

–
338,471,984
338,471,984

–
–
–

(101,366,800)
398,025,286
9,801,857,630

1,088,233
1,088,233
192,804,275

(100,278,567)
399,113,519
9,994,661,905

(101,366,800)
(101,366,800)
9,302,465,544

–

–

–

–

–

–

–
–
2,039,062,500

–
–
–

–
–
–

–
–
–

–
–
–

–
–
–

44,298,630

67,512,781

–

–

–

–

–

–

–

–
=76,065,250
P

–
=–
P

–
=102,599,039
P

–
=815,340,835
P

–
=23,754,291,297
P

–
=20,001,854,200
P

–
(P
=3,706,430,769)

=1,838,018,341
P

Total Equity

–
–

–

(3,262,500)
=8,715,108,001
P

=56,757,741,606
P

Non-controlling
Interests
(Note 19)

(167,724,678)
34,453,679,953

–
–
–

–
=–
P

Subtotal

–
(20,001,854,200)
–
–

–
20,001,854,200
–
–

–
–
(14,566,031,050)
2,365,312,500
111,811,411
(3,262,500)
=54,289,285,295
P

(80,000,000)
–
–
–
–
–
=1,948,002,686
P

(80,000,000)
–
(14,566,031,050)
2,365,312,500
111,811,411
(3,262,500)
=56,237,287,981
P

(Forward)
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Balances, January 1, 2017
Total comprehensive income
Net income
Changes in fair value of
available-or sale investments
recognized in equity (Note 9)
Fair value adjustments on hedging
transactions (Note 31)
Cumulative translation adjustments
on foreign subsidiaries (Note 19)
Remeasurements of retirement and
other post-employment
benefits (Note 28)
Total other comprehensive loss
Cash dividends (Note 19)
Issuance of shares under common shares
in employee trust (Note 19)
Balances, December 31, 2017

Preferred Stock
(Note 19)
=93,750,000
P

Common Stock
(Note 19)
=18,750,000,000
P

Treasury Stock
(Note 19)
(P
=73,511,508)

Common
Shares in
Employee
Trust Account
(Note 19)
(P
=350,247,130)

Equity Attributable to Equity Holders of the Parent Company
Net Accumulated
Net Accumulated
Unrealized
Additional
Unrealized
Gain on
Paid-in
Gain on Financial Available-for-sale
Equity Reserve Assets at FVOCI
Capital
Investments
(Note 19)
(Note 19)
(Note 9)
(Note 9)
=6,284,045,797
P
(P
=3,706,430,769)
=–
P
=102,467,745
P

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–
–
–
–

–
–
–
–

–
–
–
–

–
–
–
–

–
–
–
–

–
–
–
–

–
–
–
–

–

–

=93,750,000
P

=18,750,000,000
P

–
(P=73,511,508)

305,948,500
(P=44,298,630)

327,749,423
=6,611,795,220
P

–
(P
=3,706,430,769)

–

(51,372,377)

–
(51,372,377)
(51,372,377)
–

–

–

=–
P

=51,095,368
P

Fair Value
Adjustments
on Hedging
Transactions
(Note 31)
=985,947
P

Cumulative
Translation
Adjustments
(Note 19)
=507,911,827
P

Retained
Earnings
(Note 19)
=29,597,124,258
P

Subtotal
=51,206,096,167
P

–

7,709,470,125

–

–

–

(51,372,377)

–

(51,372,377)

–

–

(23,917,504)

–

(23,917,504)

–

(31,042,976)

–

(31,042,976)

(54,508,352)
(160,841,209)
7,548,628,916
(2,630,681,400)

1,992,771
1,992,771
234,019,700
–

(52,515,581)
(158,848,438)
7,782,648,616
(2,630,681,400)

–
–
(23,917,504)
(23,917,504)
–
–
(P=22,931,557)

(31,042,976)
–
(31,042,976)
(31,042,976)
–

(54,508,352)
(54,508,352)
7,654,961,773
(2,630,681,400)

232,026,929

Total Equity
=52,810,094,808
P

–

(23,917,504)

7,709,470,125

Non-controlling
Interests
(Note 19)
=1,603,998,641
P

7,941,497,054

–

–

633,697,923

–

633,697,923

=476,868,851
P

=34,621,404,631
P

=56,757,741,606
P

=1,838,018,341
P

=58,595,759,947
P

See accompanying Notes to Consolidated Financial Statements.
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ENERGY DEVELOPMENT CORPORATION
(A Subsidiary of Red Vulcan Holdings Corporation)

AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31
2018
2019
CASH FLOWS FROM OPERATING
ACTIVITIES
Income before income tax
Adjustments for:
Depreciation and amortization
(Notes 12, 13, 22 and 23)
Interest expense (Note 25)
Provisions for impairment of trade and other
receivables, and prepaid taxes (Notes 7, 15
and 23)
Interest income (Notes 6, 11, 25 and 31)
Unrealized foreign exchange losses (gains) - net
(Note 26)
Mark-to-market loss (gain) on financial assets
at fair value through profit or loss
(Notes 8 and 27)
Change in net retirement and other
post-employment benefits
Loss on direct write-off of input VAT claims
(Notes 15 and 27)
Provision (reversal) for impairment of parts and
supplies inventories (Notes 10 and 23)
Unrealized derivative losses (gain) (Note 27)
Loss on direct write-off of exploration and
evaluation assets (Notes 14 and 27)
Loss (gain) on disposal and retirement
of property, plant and equipment
(Notes 12, 20 and 27)
Realized income from redemption of financial
assets at fair value through profit or loss
(Notes 8 and 27)
Gain on debt modification (Notes 17 and 27)
Operating income before working capital changes
Decrease (increase) in:
Trade and other receivables
Parts and supplies inventories
Due from related parties
Other current assets
Increase (decrease) in:
Trade and other payables
Due to related parties
Provisions and other long-term liabilities
Cash generated from operations
Income tax paid, including creditable withholding tax
Net cash flows from operating activities

2017

=13,455,401,498
P

=10,859,622,597
P

=8,976,371,067
P

6,414,869,898
3,887,912,305

6,228,010,349
4,095,983,247

5,943,705,408
4,130,616,264

848,371,753
(564,383,055)

243,767,845
(529,314,456)

179,138,858
(274,657,761)

(136,279,776)

289,092,677

(84,478,318)

(119,246,784)

32,881,224

(15,002,234)

104,997,008

167,912,479

247,628,220

66,253,553

100,862,942

93,928,404

(63,357,171)
(24,298,301)

96,642,873
59,966,849

70,472,469
14,658,559

–

38,479,247

2,540,807
(1,319,631)

35,451,113

(14,180,768)

(241,204)
–
23,871,220,900

(4,894,660)
(182,599,863)
21,493,385,216

–
–
19,306,679,415

(2,719,481,536)
(264,304,446)
(31,318,181)
259,191,622

990,319,930
(340,009,725)
2,595,538
591,693,901

514,998,676
(319,865,127)
(73,841,050)
(1,406,016,205)

167,429,591
(31,981,719)
(32,650,320)
21,218,105,911
(1,112,704,888)
20,105,401,023

107,390,564
14,276,621
34,121,718
22,893,773,763
(941,815,685)
21,951,958,078

1,902,042,996
(16,006,138)
41,882,468
19,949,875,035
(1,069,424,476)
18,880,450,559

(Forward)
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-2Years Ended December 31
2018
2019
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of:
Property, plant and equipment - net (Note 12)
Financial assets at FVPL (Note 8)
Intangible assets (Note 13)
Available-for-sale investments (Note 9)
Decrease (increase) in:
Exploration and evaluation assets (Note 14)
Debt service reserve account (Notes 11 and 17)
Other noncurrent assets
Interest received
Proceeds from:
Redemption of financial assets at FVPL (Note 8)
Sale of property, plant and equipment
(Notes 12, 20 and 27)
Disposal of available-for-sale investments (Note 9)
Net cash flows used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Payments of:
Long-term debts (Notes 17 and 38)
Dividends (Notes 19 and 38)
Interest and other financial charges (Note 38)
Lease liability (Notes 31, 32 and 38)
Acquisition of treasury stock (Notes 1, 19 and 38)
Proceeds from:
Availment of long-term debts - net of
transaction cost (Note 17)
Issuance of common shares (Notes 19 and 38)
Net cash flows used in financing activities
NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS
EFFECT OF FOREIGN EXCHANGE RATE
CHANGES ON CASH AND CASH
EQUIVALENTS

2017

(P
= 5,737,141,774)
(808,300,000)
(134,380,452)
–

(P
=4,076,523,198)
(1,000,000)
(62,045,048)
–

(P
=6,640,661,955)
–
(17,657,820)
(770,350,000)

(43,668,447)
760,684,816
1,666,564,170
576,411,113

(13,070,404)
(16,579,203)
834,697,981
513,369,175

7,348,520
377,889,079
(84,296,691)
264,697,412

372,495,123

513,378,979

–

12,960,133
–
(3,334,375,318)

13,683,613
–
(2,294,088,105)

54,809,266
743,025,000
(6,065,197,189)

(9,685,610,939)
(3,700,822,352)
(3,735,637,571)
(313,075,997)
(7,024,358)

(8,646,603,201)
(80,000,000)
(3,777,281,398)
–
(14,566,031,050)

(13,024,578,289)
(2,630,681,400)
(4,019,601,038)
–
–

–
–
(17,442,171,217)

8,388,845,476
2,365,312,500
(16,315,757,673)

7,973,947,859
–
(11,700,912,868)

3,342,112,300

1,114,340,502

(671,145,512)

(63,241,584)

(49,288,281)

(18,487,535)

CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR

14,988,507,827

11,695,683,808

10,599,830,841

CASH AND CASH EQUIVALENTS
AT END OF YEAR (Note 6)

=14,254,120,731
P

=14,988,507,827
P

=11,695,683,808
P

See accompanying Notes to Consolidated Financial Statements.
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ENERGY DEVELOPMENT CORPORATION
(A Subsidiary of Red Vulcan Holdings Corporation)

AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information and Authorization for Issuance of the Consolidated Financial
Statements
General
Energy Development Corporation (the “Parent Company” or “EDC”) was incorporated in the
Philippines and registered with the Philippine Securities and Exchange Commission (SEC) on
March 5, 1976. Beginning December 13, 2006, the common shares of EDC were listed and traded in
the Philippine Stock Exchange (PSE).
On August 7, 2018, the Board of Directors (BOD) of the Parent Company approved the petition for
voluntary delisting (the Delisting) of its common shares from the Main Board of the PSE and, in
accordance with the PSE’s delisting rules and regulations, to conduct a tender offer (the Tender
Offer) for up to 2,040,006,713 common shares held collectively by all shareholders of the Parent
Company other than Red Vulcan Holdings Corporation (Red Vulcan), First Gen Corporation
(First Gen), Northern Terracotta Power Corp. (NTPC), and Philippines Renewable Energy Holdings
Corporation (PREHC), at a price of =
P7.25 per common share (the Tender Offer Price).
On September 19, 2018, the Parent Company filed the petition for the Delisting with the PSE.
The Tender Offer began on September 25, 2018 and ended on October 22, 2018.
Following the completion of the Tender Offer, a total of 2,009,107,731 common shares, representing
approximately 10.72% of the Parent Company's outstanding voting shares were tendered pursuant to
the Tender Offer, accepted and thereafter purchased by the Parent Company via a block sale through
the facilities of the PSE on November 5, 2018. The shares were purchased at the Tender Offer Price
with a total transaction value of P
=14,566.0 million (see Note 19).
On November 14, 2018, the BOD of the PSE granted the petition for voluntary delisting filed by the
Parent Company, and accordingly, ordered the delisting of the Parent Company’s common shares
from the official registry of the PSE (electronic board and ticker) effective on November 29, 2018.
The Parent Company and its subsidiaries (collectively referred to as the “Company”) are primarily
engaged in the business of exploring, developing and operating geothermal energy and other
indigenous renewable energy projects in the Philippines.
Red Vulcan is the parent company of EDC, while Lopez, Inc. is the ultimate parent company.
Red Vulcan and Lopez, Inc. are both incorporated in the Philippines.
As of December 31, 2019 and 2018, PREHC owns 34.9% of EDC’s outstanding voting shares while
Red Vulcan holds the controlling voting interest with 63.9% ownership of EDC’s outstanding voting
shares.
Geothermal and Other Renewable Energy Projects
EDC’s geothermal power projects consist of two (2) principal activities: (i) the production of
geothermal steam for use at EDC’s and its subsidiaries’ geothermal power plants, and (ii) the
generation and sale of electricity through those geothermal power plants pursuant to
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-2“take-or-pay and take-and-pay offtake arrangements”. EDC’s steam and electricity sales are
supported by medium-term to long-term offtake agreements in various forms. EDC’s steam sales are
backed by long-term offtake agreements with its wholly owned subsidiaries: (i) Geothermal Resource
Sales Contracts (GRSCs) with Green Core Geothermal Inc. (GCGI); and (ii) Steam Sales Agreement
(SSA) with Bac-Man Geothermal Inc. (BGI). EDC has three (3) 25-year Power Purchase
Agreements (PPAs) with National Power Corporation (NPC) covering EDC’s Unified Leyte and
Mindanao Geothermal Power Projects (Mindanao I and Mindanao II). The PPAs for Unified Leyte
and Mindanao I are scheduled to expire in 2022, while the PPA for Mindanao II will expire in 2024
(see Notes 3 and 21).
EDC holds service contracts with the Department of Energy (DOE). It has 11 geothermal contract
areas, each granting EDC exclusive rights to explore, develop, and utilize the corresponding resources
in the relevant contract area (see Note 33). EDC conducts commercial operations in four (4) of its
11 geothermal contract areas as follows:
·

Tongonan, Kananga, Leyte - EDC operates geothermal steamfield projects in Leyte, which
deliver steam to the Tongonan geothermal power plant, owned by EDC’s subsidiary GCGI, and
the EDC-owned Unified Leyte geothermal power plants.

·

Southern Negros, Valencia, Negros Oriental - EDC operates one (1) geothermal steamfield
project in Southern Negros, which deliver steam to the two (2) GCGI-owned Palinpinon
geothermal power plants, and EDC-owned Nasulo geothermal power plant.

·

Bacon-Manito, Albay and Sorsogon - EDC operates one (1) geothermal steamfield project, which
deliver steam to two (2) geothermal power plants in Albay and Sorsogon, owned by EDC’s
subsidiary BGI.

·

Mt. Apo, Kidapawan, Cotabato - EDC operates one (1) geothermal steamfield project, which
delivers steam to two (2) EDC-owned geothermal power plants in Mt. Apo.

The Parent Company’s subsidiaries, namely GCGI, BGI, First Gen Hydro Power Corporation
(FG Hydro) and Unified Leyte Geothermal Inc. (ULGEI), hold offtake agreements in the form of
Power Supply Agreements (PSAs) with various customers, particularly electric cooperatives
(see Note 21).
BGI holds a Retail Electricity Supplier (RES) license effective for a period of five (5) years from
February 2017 until February 2022. BGI has offtake agreements in the form of Retail Supply
Contracts (RSCs) with contestable customers.
EDC, GCGI and FG Hydro sell electricity through ancillary service to the National Grid Corporation
of the Philippines (NGCP) under Ancillary Services Procurement Agreements (ASPA).
Generated electricity in excess of contracted levels is sold to the Wholesale Electricity Spot Market
(WESM).
The Company also operates hydroelectric power plant through FG Hydro, a 60%-owned subsidiary of
EDC. FG Hydro generates revenue from the sale of electricity generated by its 132-Megawatt (MW)
Pantabangan-Masiway hydroelectric plants (PAHEP/MAHEP) located in Nueva Ecija.
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-3EDC Burgos Wind Power Corporation (EBWPC), a wholly owned subsidiary of EDC, operates the
150 MW Burgos Wind Energy Project.
EDC also operates the 6.82 MW Burgos Solar Project (Phases 1 and 2).
These projects of EBWPC and EDC which are located in Ilocos Norte were granted a Feed-In-Tariff
(FIT) Certificate of Compliance (FIT COC) by the Energy Regulatory Commission (ERC) that
entitles them to an applicable FIT rate, subject to adjustments as may be approved by the ERC, for the
entire duration of their FIT eligibility periods.
EDC Siklab Power Corporation (EDC Siklab), a wholly owned subsidiary of EDC, operates solar
rooftop systems in various Gaisano Capital’s malls located in the provinces of Iloilo, Aklan, Leyte,
Southern Leyte and Sorsogon.
Subsidiaries
The Parent Company and its subsidiaries were separately incorporated and registered with the
Philippine SEC, except for its foreign subsidiaries. Below are the Parent Company’s ownership
interests in its subsidiaries:

EDC Geothermal Corp. (EGC)2
Green Core Geothermal Inc. (GCGI)
Bac-Man Geothermal Inc. (BGI)
Unified Leyte Geothermal Energy Inc. (ULGEI)
Southern Negros Geothermal, Inc. (SNGI)1
Bac-Man Energy Development Corporation (BEDC)1
EDC Chile Limitada1
EDC Holdings International Limited (EHIL)2
Energy Development Corporation Hong Kong Limited (EDC HKL)2
Energy Development Corporation Hong Kong International
Investment Limited (EDC HKIIL)2
EDC Chile Holdings SPA2
EDC Geotermica Chile SPA1
EDC Peru Holdings S.A.C.2
EDC Geotermica Peru S.A.C.1
Energy Development Corporation Peru S.A.C.1
EDC Geotérmica Del Sur S.A.C.1
EDC Energía Azul S.A.C.1
Geotermica Crucero Peru S.A.C.1
EDC Energía Perú S.A.C. 1
Geotermica Tutupaca Norte Peru S.A.C.1
EDC Energia Geotérmica S.A.C.1
EDC Progreso Geotérmica Perú S.A.C.1
Geotermica Loriscota Peru S.A.C.1
EDC Energía Renovable Perú S.A.C.1
EDC Soluciones Sostenibles Ltd2
EDC Energia Verde Chile SpA1
EDC Energia de la Tierra SpA1
EDC Desarollo Sostenible Ltd 2
EDC Energia Verde Peru S.A.C.1
PT EDC Indonesia1
PT EDC Panas Bumi Indonesia1

December 31, 2019 and 2018
Direct
Indirect
100.00
–
–
100.00
–
100.00
–
100.00
–
100.00
–
100.00
99.99
0.01
100.00
–
–
100.00
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
70.00
100.00
70.00
100.00
100.00
70.00
100.00
100.00
100.00
100.00
100.00
100.00
95.00
95.00

(Forward)
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EDC Wind Energy Holdings, Inc. (EWEHI)2
EDC Burgos Wind Power Corporation (EBWPC)
EDC Pagudpud Wind Power Corporation (EPWPC)1
EDC Bayog Burgos Wind Power Corporation (EBBWPC)1
EDC Pagali Burgos Wind Power Corporation (EPBWPC)1
Iloilo 1 Renewable Energy Corporation (I1REC)1
Matnog 1 Renewable Energy Corporation (M1REC)1
Matnog 2 Renewable Energy Corporation (M2REC)1
Matnog 3 Renewable Energy Corporation (M3REC)1
Negros 1 Renewable Energy Corporation (N1REC)1
EDC Bright Solar Energy Holdings, Inc. (EBSEHI)2
EDC Siklab Power Corporation (EDC Siklab)
EDC Sinag Power Corporation (EDC Sinag)1
EDC Sinag Iloilo Power Corporation (Sinag Iloilo)1
EDC Siklab Iloilo Power Corporation (Siklab Iloilo)1
EDC Cleansolar Visayas Power Corporation (ECSVPC)1
EDC Wind Energy Holdings 2 Inc. (EWEHI2)2
Calaca Renewable Energy Corporation (CREC)1
Burgos 3 Renewable Energy Corporation (BREC3)1
Burgos 4 Renewable Energy Corporation (BREC4)1
First Gen Hydro Power Corporation (FG Hydro)
1

December 31, 2019 and 2018
Direct
Indirect
100.00
–
–
100.00
–
100.00
–
100.00
–
100.00
–
100.00
–
100.00
–
100.00
–
100.00
–
100.00
100.00
–
–
100.00
–
100.00
–
100.00
–
100.00
–
100.00
100.00
–
–
100.00
–
100.00
–
100.00
60.00
–

Has not started commercial operations as of December 31, 2019.
Serves as an investment holding company.

2

EGC
EGC was incorporated on April 9, 2008 to participate in the bid for a local power plant. The bid was
won by and awarded to another local entity not within the Company. Thereafter, EGC became an
investment holding company of its wholly owned subsidiaries, namely GCGI, BGI, ULGEI, SNGI
and BEDC. EGC also has a 0.01% stake in EDC Chile Limitada.
Further details on EGC’s wholly owned subsidiaries follow:
§

GCGI was incorporated on June 22, 2009 with primary activities on power generation,
transmission, distribution and other energy-related businesses. GCGI is currently operating the
172.5 MW Palinpinon and 123.0 MW Tongonan 1 geothermal power plants in Negros Oriental
and Leyte, respectively, following its successful acquisition from the Power Sector Assets and
Liabilities Management Corporation (PSALM) in 2009.

§

BGI was incorporated on April 7, 2010 primarily to carry on the general business of generating,
transmitting, and/or distributing energy. BGI has successfully acquired the then 150 MW
Bac-Man Geothermal Power Plants (BMGPP) from PSALM in 2010. Prior to the acquisition of
BGI of the BMGPP in May 2010, the Parent Company supplied and sold steam to NPC under the
SSA. Details are as follows:
a. Bacon-Manito I
The SSA for the Bac-Man 110 MW geothermal resources entered in November 1988
provides, among others, that NPC shall pay the Parent Company a base price per
kilowatt-hour of gross generation, subject to inflation adjustments and based on a guaranteed
take-or-pay rate at 75% plant factor. The SSA is for a period of 25 years, which commenced
in May 1993. The SSA expired in May 2018.
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-5On June 1, 2018, the Parent Company and BGI entered into an interim arrangement for the
supply of steam for Bac-Man I Geothermal Power Plants effective from the date of expiration
of the SSA until the new SSA takes effect or December 25, 2020, whichever is earlier.
b. Bacon-Manito II
Bac-Man II’s SSA with NPC was signed in June 1996 for its two (2) 20 MW capacity
modular plants - Cawayan and Botong. The terms and conditions under the contract contain,
among others, NPC’s commitment to pay the Parent Company a base price per kilowatt-hour
of gross generation, subject to inflation adjustments and based on a guaranteed take-or-pay
rate, commencing from the established commercial operation period, using the following
plant factors: 50% for the first year, 65% for the second year and 75% for the third and
subsequent years. The SSA is for a period of 25 years, which commenced in March 1994 for
Cawayan and December 1997 for Botong. The SSA for Cawayan expired in March 2019.
On April 30, 2019, the Parent Company and BGI entered into an interim arrangement for the
supply of steam for Bac-Man II’s Cawayan Unit effective from the date of expiration of the
SSA until the new SSA takes effect or December 25, 2020, whichever is earlier.
Following the commercial operations of the Bac-Man Units 1, 2 and 3 on October 1, 2013,
January 28, 2014, and June 3, 2014, respectively, PSALM/NPC, EDC and BGI have agreed to
allow EDC to bill BGI directly, on behalf of PSALM/NPC.
On February 14, 2017, the ERC approved BGI’s application for a Retail Electricity Supplier
(RES) license. The RES license allows BGI to engage in the supply of electricity to end-users in
the contestable market.
§

ULGEI was incorporated on June 23, 2010. ULGEI, a wholly owned subsidiary of EDC, had
been declared as one (1) of the seven (7) Highest Ranking Bidders for the maximum allowable
40 MW per bidder in the Selection and Appointment of the Independent Power Producer
Administrators (IPPA) for the Strips of Energy of the Unified Leyte Geothermal Power Plants
(ULGPPs), and thereafter, as the Highest Ranking Bidder to administer the Bulk Energy of the
ULGPPs, which is the capacity in excess of the 240 MW allotted for the Strips of Energy. The
bidding was conducted by the PSALM on November 7, 2013, one day before Super Typhoon
Yolanda made landfall and severely affected the facilities of EDC, the NGCP, and various
distribution utilities in Central Visayas. Consequently, ULGEI has written to PSALM that it
cannot accept the award of the winning bids as the physical and economic conditions underlying
the bidding process and the IPPA Administration Agreements required to be executed pursuant
thereto have been dramatically altered by the severe and widespread destruction caused by Super
Typhoon Yolanda in the Eastern and Western Visayas regions.
In February 2014, PSALM has written ULGEI informing it of the following:
1. ULGEI has been selected as the Winning Bidder for 40 MW Strips of Energy of the ULGPP
at the bidded rate/price; and,
2. PSALM accepts ULGEI’s decision not to accept the award as Winning Bidder for the Bulk
Energy of the ULGPP, subject to subsequent determination/evaluation of the forfeiture of
ULGEI’s Bid Security and ULGEI’s qualification to participate further in the rebidding
process for said Bulk Energy.
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-6In December 2014, the IPPA Contract for the strips of energy was turned over to ULGEI.
§

SNGI and BEDC were incorporated on February 4, 2011 and September 22, 2011, respectively.
These companies were incorporated to carry on the general business of generating, transmitting,
and/or distributing energy derived from any and all forms, types and kinds of energy sources for
lighting and power purposes and whole-selling the electric power to power corporations, public
electric utilities and electric cooperatives.
On May 9, 2019, the BOD and the stockholders of SNGI approved the amendment of its articles
of incorporation to shorten its corporate existence from 50 years to 10 years from the date of
incorporation. The Amended Articles of Incorporation of SNGI was approved by the Philippine
SEC on August 30, 2019.
As of December 31, 2019, SNGI and BEDC remained non-operating.

EDC Chile Limitada
EDC Chile Limitada is a limited liability company incorporated on February 11, 2010 in Santiago,
Chile with the purpose of exploring, evaluating and extracting any mineral or substance to generate
geothermal energy. As of December 31, 2019, EDC Chile Limitada remained non-operating.
EHIL and EDC HKL
EHIL was incorporated on August 17, 2011 in British Virgin Islands and serves as an investment
holding company of EDC’s international subsidiaries. EHIL owns 100% interest in EDC HKL, a
company incorporated on November 22, 2011, in Hong Kong. The following entities are the
subsidiaries under EDC HKL:
§

EDC HKIIL is a wholly owned subsidiary of EDC HKL, a company incorporated on
November 18, 2016 in the British Virgin Island.

§

EDC Chile Holdings SpA, which was incorporated on January 13, 2012 in Santiago,
Chile, is a wholly owned subsidiary of EDC HKL and is the holding company of EDC
Geotermica Chile SPA which was also incorporated on January 13, 2012 in Santiago, Chile.
Their main purpose is to carry on the general business of generating, transmitting, and/or
distributing energy derived from any and all forms, types and kinds of energy sources for lighting
and power purposes and whole-selling the electric power to power corporations, public electric
utilities and electric cooperatives.

§

EDC Peru Holdings S.A.C., incorporated on January 19, 2012 in Lima, Peru, is a 99.9%-owned
subsidiary of EDC HKL. EDC Peru Holdings S.A.C. holds 99.9% stake in EDC Geotermica
Peru S.A.C., which was also incorporated on January 19, 2012 in Lima, Peru. EHIL owns the
remaining 0.1% stake in EDC Peru Holdings S.A.C. and EDC Geotermica Peru S.A.C. Their
main purpose is to carry on the general business of generating, transmitting, and/or distributing
energy derived from any and all forms, types and kinds of energy sources for lighting and power
purposes and whole-selling the electric power to power corporations, public electric utilities and
electric cooperatives.
On July 17, 2012, Energy Development Corporation Peru S.A.C. was incorporated in Lima, Peru
as a 70%-owned subsidiary of EDC Geotermica Peru S.A.C. Its main purpose is to carry on the
general business of generating, transmitting, and/or distributing energy derived from any and all
forms, types and kinds of energy sources for lighting and power purposes and whole-selling the
electric power to power corporations, public electric utilities and electric cooperatives. On
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-7January 3, 2014, EDC Peru S.A.C. became 100% indirectly owned subsidiary by the Parent
Company through acquisition of Hot Rock Entities.
§

On February 27, 2013, EDC Geotermica Del Sur S.A.C., EDC Energía Azul S.A.C., EDC
Energía Perú S.A.C., EDC Energía Geotérmica S.A.C., EDC Progreso Geotérmico Perú S.A.C.,
EDC Energía Renovable Perú S.A.C., were incorporated in Lima, Peru as 99.9%-owned by
EDC HKL and 0.1%-owned by EDC Peru Holdings S.A.C. Their main purpose is to carry on the
general business of generating, transmitting, and/or distributing energy derived from any and all
forms, types and kinds of energy sources for lighting and power purposes and whole-selling the
electric power to power corporations, public electric utilities and electric cooperatives.
On July 5, 2013, three (3) entities were incorporated in Lima, Peru. These entities are
Geotermica Crucero Peru S.A.C., as 70%-owned by EDC Energia Azul S.A.C; Geotermica
Tutupaca Norte Peru S.A.C. as 70%-owned by EDC Energia Peru S.A.C.; and Geotermica
Loriscota Peru S.A.C., as 70%-owned by EDC Progreso Geotermico S.A.C. Their main purpose
is to carry on the general business of generating, transmitting, and/or distributing energy derived
from any and all forms, types and kinds of energy sources for lighting and power purposes and
whole-selling the electric power to power corporations, public electric utilities and electric
cooperatives.

§

On January 3, 2014, EDC HKL purchased 100% interest in EDC Soluciones Sostenibles Ltd and
EDC Desarollo Sostenible Ltd located in British Virgin Islands (BVI) with a total offer price of
US$3.0 million. This effectively gave EDC HKL a 100% indirect interest to acquirees’
subsidiaries EDC Energia Verde Chile SpA, EDC Energia de la Tierra SpA and EDC Energia
Verde Peru S.A.C. (see Note 3).

§

On July 9, 2012, PT EDC Indonesia and PT EDC Panas Bumi Indonesia were incorporated in
Jakarta Pusat, Indonesia as 95%-owned subsidiaries of EDC HKL.

As of December 31, 2019, all subsidiaries of EDC HKL remained non-operating.
EWEHI
EWEHI is a holding company incorporated on April 15, 2010. The following entities are the wholly
owned subsidiaries of EWEHI:
§

EBWPC was incorporated on April 13, 2010 to carry on the general business of generating,
transmitting, and/or distributing energy. EBWPC operates the 150 MW Burgos Wind Project
located in the Municipality of Burgos, Ilocos Norte.

§

EPWPC was incorporated on February 29, 2012 to carry on the general business of generating,
transmitting, and/or distributing energy. As of December 31, 2019, EPWPC remained
non-operating.

§

EBBWPC and EPBWPC were both incorporated on May 22, 2014 to carry on the general
business of generating, transmitting, and/or distributing energy. As of December 31, 2019,
EBBWPC and EPBWPC remained non-operating.

§

M1REC, M2REC, M3REC and I1REC were all incorporated on February 9, 2016, while N1REC
was incorporated on March 16, 2016 to carry on the general business of generating, transmitting,
and/or distributing energy.
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-8On May 9, 2019, the BOD and the stockholders of M1REC, M2REC, M3REC and N1REC
approved the amendment of the articles of incorporation of these companies to shorten their
corporate existence from 50 years to five (5) years from the date of their incorporation. The
Amended Articles of Incorporation of M1REC, M2REC, M3REC and N1REC were approved by
the Philippine SEC on August 23, 2019.
As of December 31, 2019, M1REC, M2REC, M3REC, N1REC and I1REC remained
non-operating.
EBSEHI
EBSEHI is a holding company incorporated on May 23, 2014. The following entities are the wholly
owned subsidiaries of EBSEHI:
§

EDC Siklab was incorporated on May 22, 2014 to carry on the general business of generating,
transmitting, and/or distributing energy.

§

EDC Sinag was incorporated on November 19, 2014 to carry on the general business of
generating, transmitting, and/or distributing energy. As of December 31, 2019, EDC Sinag
remained non-operating.

§

Sinag Iloilo, Siklab Iloilo and ECSVPC were incorporated on February 4, 2011,
September 28, 2011 and June 25, 2014, respectively. These companies were incorporated to
carry on the general business of generating, transmitting, and/or distributing energy derived from
any and all forms, types and kinds of energy sources for lighting and power purposes and
whole-selling the electric power to power corporations, public electric utilities and electric
cooperatives.
On May 9, 2019, the BOD and the stockholders of Sinag Iloilo, Siklab Iloilo and ECSVPC
approved the amendment of the articles of incorporation of these companies which shorten the
corporate existence of Sinag Iloilo and Siklab Iloilo from 50 years to 10 years from the date of
their incorporation and from 50 years to seven (7) years for ECSVPC. The Amended Articles of
Incorporation of Sinag Iloilo and Siklab Iloilo were approved by the Philippine SEC on
August 23, 2019 and September 10, 2019, respectively. As of December 31, 2019, ECSVPC is
awaiting for the approval of its Amended Articles of Incorporation from the Philippine SEC.
As of December 31, 2019, Sinag Iloilo, Siklab Iloilo and ECSVPC remained non-operating.

EWEHI2
EWEHI2 is a holding company incorporated on January 5, 2017. EWEHI2 has 100% ownership over
CREC, BREC4 and BREC3. CREC and BREC4 were incorporated on January 27, 2017 while
BREC3 was incorporated on January 25, 2017, to carry on the general business of generating,
transmitting, and/or distributing energy.
On May 9, 2019, the BOD and the stockholders of CREC, BREC4 and BREC3 approved the
amendment of the articles of incorporation of these companies to shorten their corporate existence
from 50 years to four (4) years from the date of their incorporation. The Amended Articles of
Incorporation of CREC, BREC4 and BREC3 were approved by the Philippine SEC on
August 30, 2019.
As of December 31, 2019, CREC, BREC4 and BREC3 remained non-operating.
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-9FG Hydro
FG Hydro was incorporated on March 13, 2006 with primary activities on power generation,
transmission, distribution and other energy-related businesses. FG Hydro operates the 132 MW
PAHEP/MAHEP located in Nueva Ecija, Philippines. FG Hydro buys from and sells electricity to
the WESM and to various privately-owned DUs under the PSAs and PSCs, and to NGCP through
ancillary services under the ASPA.
Principal Office Address
The registered principal office address of the Parent Company is One Corporate Centre, Julia Vargas
corner Meralco Avenues, Ortigas Center, Pasig City.
Authorization for Issuance of the Consolidated Financial Statements
The consolidated financial statements were reviewed and recommended for approval by the Audit and
Governance Committee to the Board of Directors (BOD) on February 28, 2020. The same
consolidated financial statements were approved and authorized for issuance by the BOD on
March 2, 2020.

2. Basis of Preparation
The consolidated financial statements have been prepared on a historical cost basis, except for
derivative instruments, financial assets at fair value through profit or loss (FVPL) and financial assets
at fair value through other comprehensive income (FVOCI) that are measured at fair value. The
consolidated financial statements are presented in Philippine peso (P
=), which is the Parent Company’s
functional currency. All values are rounded to the nearest =
P, except when otherwise indicated.
Statement of Compliance
The consolidated financial statements of the Company are prepared in accordance with Philippine
Financial Reporting Standards (PFRSs).
Changes in Accounting Policies and Disclosures
The accounting policies adopted are consistent with those of the previous financial year, except that
the Company has adopted the following new accounting pronouncements starting January 1, 2019:
·

PFRS 16, Leases
PFRS 16 supersedes PAS 17, Leases, Philippine Interpretation IFRIC-4, Determining whether an
Arrangement contains a Lease, SIC-15, Operating Leases - Incentives and SIC-27, Evaluating
the Substance of Transactions Involving the Legal Form of a Lease. The standard sets out the
principles for the recognition, measurement, presentation and disclosure of leases and requires
lessees to recognize most leases on the statement of financial position. At the commencement
date of a lease, a lessee will recognize a liability to make lease payments (i.e., the lease liability)
and an asset representing the right to use the underlying asset during the lease term (i.e., the
right-of-use asset). Lessees will be required to separately recognize the interest expense on the
lease liability and the depreciation expense on the right-of-use asset. Lessees will be also
required to remeasure the lease liability upon the occurrence of certain events (e.g., change in the
lease term, a change in future lease payments resulting from a change in an index or rate used to
determine those payments). Lessees will generally recognize the amount of the remeasurement of
the lease liability as an adjustment to the right-of-use asset.
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- 10 Lessor accounting under PFRS 16 is substantially unchanged from PAS 17. Lessors will
continue to classify leases as either operating or finance leases using similar principles as in
PAS 17. However, PFRS 16 introduces a key change in the control model. Accordingly,
arrangements accounted as lease under Philippine Interpretation IFRIC-4 may no longer qualify
as a lease under PFRS 16.
The Company adopted PFRS 16 using the modified retrospective method of adoption with the
date of initial application of January 1, 2019. Under this method, the standard is applied
retrospectively with the cumulative effect of initially applying the standard recognized at the date
of initial application.
The Company has lease contracts for various items of buildings, improvements and other
structures. Before the adoption of PFRS 16, the Company classified each of its leases (as lessee)
at the inception date as either a finance lease or an operating lease. Refer to Note 4 for the
accounting policy prior to January 1, 2019.
Upon adoption of PFRS 16, the Company applied a single recognition and measurement approach
for all leases, except for short-term leases and leases of low-value assets. Refer to Note 4 for the
accounting policy beginning January 1, 2019. The standard provides specific transition
requirements and practical expedients, which have been applied by the Company.
Leases previously accounted for as operating leases - Company as lessee
The Company recognized right-of-use assets and lease liabilities for those leases previously
classified as operating leases, except for short-term leases with lease terms that end within
12 months of the date of initial application and leases of low-value assets. The right-of-use assets
were recognized based on the amount equal to the lease liabilities, adjusted for any related
prepaid and accrued lease payments previously recognized. Lease liabilities were recognized
based on the present value of the remaining lease payments, discounted using the incremental
borrowing rate at the date of initial application.
Leases previously accounted for as operating leases - Company as lessor
The Company applied the requirements of PFRS 16 on its agreements where the Company is
considered as a lessor, including those that were previously accounted as operating leases based
on the requirements of Philippine Interpretation IFRIC-4 and PAS 17. Based on the evaluation,
the Company concluded that certain arrangements will no longer qualify as a lease applying the
criteria in PFRS 16, and accordingly, were accounted for under PFRS 15, Revenue from
Contracts with Customers.
Revenue from sale of electricity under EDC’s PPAs for the year ended December 31, 2019
amounting to P
=13,847.4 million, which were previously considered as arrangements that contain
a lease prior to adoption of PFRS 16, are now presented as part of “Revenue from contracts with
customers” accounted under PFRS 15 (see Note 21).
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- 11 The effect of adoption of PFRS 16 as at January 1, 2019 is, as follows:
Increase (Decrease) in Consolidated
Statements of Financial Position
Assets
Property, plant and equipment
Other current assets
Other noncurrent assets
Total assets

=621,072,094
P
(14,996,942)
(152,474,945)
=453,600,207
P

Liabilities
Current portion of lease liability
Long-term lease liability - net of current portion
Total liabilities

=125,303,017
P
328,297,190
=453,600,207
P

Based on the above, as at January 1, 2019:
• Property, plant and equipment amounting to =
P621.1 million were recognized, representing the
amount of right-of-use assets set up on transition date. This includes prepaid lease payments
previously included under other current assets and other noncurrent assets.
• Prepaid lease payments included under other current assets and other noncurrent assets
amounting to P
=15.0 million and P
=152.5 million, respectively, were derecognized and
included as part of the right-of-use assets set up on transition date.
• Additional lease liabilities of =
P453.6 million were recognized.
• Deferred tax assets increased by P
=45.4 million, which were offset by the corresponding
increase in deferred tax liabilities of the same amount.
The lease liability at as January 1, 2019 as can be reconciled to the operating lease commitments
as of December 31, 2018 follows:
Operating lease commitments as at December 31, 2018 (Note 32)
Weighted average incremental borrowing rate at January 1, 2019
Discounted operating lease commitments at January 1, 2019
Add: Payments in optional extension periods not recognized at
December 31, 2018
Lease liabilities recognized at January 1, 2019

=355,860,505
P
7.56%
288,089,078
165,511,129
=453,600,207
P

Due to the adoption of PFRS 16, the Company’s consolidated operating profit in 2019 improved,
while its interest expense increased. This is due to the change in the accounting for rent expense
related to leases that were classified as operating leases under PAS 17.
The adoption of PFRS 16 did not have any impact on equity in 2019, since the Company elected
to measure the right-of-use assets at an amount equal to the lease liability, adjusted by the amount
of any prepaid or accrued lease payments relating to that lease recognized in the consolidated
statement of financial position immediately before the date of initial application.
·

Philippine Interpretation IFRIC-23, Uncertainty over Income Tax Treatments
The Interpretation addresses the accounting for income taxes when tax treatments involve
uncertainty that affects the application of PAS 12, Income Taxes. It does not apply to taxes or
levies outside the scope of PAS 12, nor does it specifically include requirements relating to
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- 12 interest and penalties associated with uncertain tax treatments. The Interpretation specifically
addresses the following:
• Whether an entity considers uncertain tax treatments separately
• The assumptions an entity makes about the examination of tax treatments by taxation
authorities
• How an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused tax
credits and tax rates
• How an entity considers changes in facts and circumstances
The entity is required to determine whether to consider each uncertain tax treatment separately or
together with one or more other uncertain tax treatments and use the approach that better predicts
the resolution of the uncertainty. The entity shall assume that the taxation authority will examine
amounts that it has a right to examine and have full knowledge of all related information when
making those examinations. If an entity concludes that it is not probable that the taxation
authority will accept an uncertain tax treatment, it shall reflect the effect of the uncertainty for
each uncertain tax treatment using the method the entity expects to better predict the resolution of
the uncertainty.
Upon adoption of the Interpretation, the Company has assessed whether it has any uncertain tax
position. The Company applies significant judgement in identifying uncertainties over its income
tax treatments. The Company determined, based on its tax compliance review and assessment,
and in consultation with its tax counsel, that it is probable that its tax treatments will be accepted
by the taxation authorities. Accordingly, the interpretation did not have an impact on the
consolidated financial statements of the Company.
·

Amendments to PFRS 9, Prepayment Features with Negative Compensation
Under PFRS 9, a debt instrument can be measured at amortized cost or at fair value through other
comprehensive income (FVOCI), provided that the contractual cash flows are ‘solely payments of
principal and interest on the principal amount outstanding’ (the SPPI criterion) and the instrument
is held within the appropriate business model for that classification. The amendments to PFRS 9
clarify that a financial asset passes the SPPI criterion regardless of the event or circumstance that
causes the early termination of the contract and irrespective of which party pays or receives
reasonable compensation for the early termination of the contract.
These amendments had no impact on the consolidated financial statements of the Company.

·

Amendments to PAS 19, Employee Benefits, Plan Amendment, Curtailment or Settlement
The amendments to PAS 19 address the accounting when a plan amendment, curtailment or
settlement occurs during a reporting period. The amendments specify that when a plan
amendment, curtailment or settlement occurs during the annual reporting period, an entity is
required to:
•

Determine current service cost for the remainder of the period after the plan amendment,
curtailment or settlement, using the actuarial assumptions used to remeasure the net defined
benefit liability (asset) reflecting the benefits offered under the plan and the plan assets after
that event

•

Determine net interest for the remainder of the period after the plan amendment, curtailment
or settlement using: the net defined benefit liability (asset) reflecting the benefits offered
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- 13 under the plan and the plan assets after that event; and the discount rate used to remeasure
that net defined benefit liability (asset)
The amendments also clarify that an entity first determines any past service cost, or a gain or loss
on settlement, without considering the effect of the asset ceiling. This amount is recognized in
profit or loss. An entity then determines the effect of the asset ceiling after the plan amendment,
curtailment or settlement. Any change in that effect, excluding amounts included in the net
interest, is recognized in other comprehensive income.
The amendments had no impact on the consolidated financial statements of the Company as it did
not have any plan amendments, curtailments, or settlements during the period.
·

Amendments to PAS 28, Long-term Interests in Associates and Joint Ventures
The amendments clarify that an entity applies PFRS 9 to long-term interests in an associate or
joint venture to which the equity method is not applied but that, in substance, form part of the net
investment in the associate or joint venture (long-term interests). This clarification is relevant
because it implies that the expected credit loss (ECL) model in PFRS 9 applies to such long-term
interests.
The amendments also clarified that, in applying PFRS 9, an entity does not take account of any
losses of the associate or joint venture, or any impairment losses on the net investment,
recognized as adjustments to the net investment in the associate or joint venture that arise from
applying PAS 28, Investments in Associates and Joint Ventures.
These amendments had no impact on the consolidated financial statements as the Company
neither has an associate nor long-term interests in its joint venture.

·

Annual Improvements to PFRSs 2015-2017 Cycle
•

Amendments to PFRS 3, Business Combinations, and PFRS 11, Joint Arrangements,
Previously Held Interest in a Joint Operation
The amendments clarify that, when an entity obtains control of a business that is a joint
operation, it applies the requirements for a business combination achieved in stages,
including remeasuring previously held interests in the assets and liabilities of the joint
operation at fair value. In doing so, the acquirer remeasures its entire previously held interest
in the joint operation.
A party that participates in, but does not have joint control of, a joint operation might obtain
joint control of the joint operation in which the activity of the joint operation constitutes a
business as defined in PFRS 3. The amendments clarify that the previously held interests in
that joint operation are not remeasured.
An entity applies those amendments to business combinations for which the acquisition date
is on or after the beginning of the first annual reporting period beginning on or after
January 1, 2019 and to transactions in which it obtains joint control on or after the beginning
of the first annual reporting period beginning on or after January 1, 2019, with early
application permitted. These amendments had no impact on the consolidated financial
statements of the Company as there is no transaction where joint control is obtained.
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Amendments to PAS 12, Income Tax Consequences of Payments on Financial Instruments
Classified as Equity
The amendments clarify that the income tax consequences of dividends are linked more
directly to past transactions or events that generated distributable profits than to distributions
to owners. Therefore, an entity recognizes the income tax consequences of dividends in
profit or loss, other comprehensive income or equity according to where the entity originally
recognized those past transactions or events.
An entity applies those amendments for annual reporting periods beginning on or after
January 1, 2019, with early application is permitted. These amendments had no impact on
the consolidated financial statements of the Company because dividends declared by the
Company do not give rise to tax obligations under the current tax laws.

•

Amendments to PAS 23, Borrowing Costs, Borrowing Costs Eligible for Capitalization
The amendments clarify that an entity treats as part of general borrowings any borrowing
originally made to develop a qualifying asset when substantially all of the activities necessary
to prepare that asset for its intended use or sale are complete.
An entity applies those amendments to borrowing costs incurred on or after the beginning of
the annual reporting period in which the entity first applies those amendments. An entity
applies those amendments for annual reporting periods beginning on or after January 1, 2019,
with early application permitted.
Since the Company’s current practice is in line with these amendments, the amendments had
no impact on the consolidated financial statements of the Company.

3. Significant Accounting Judgments, Estimates and Assumptions
The preparation of the Company’s consolidated financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets
and liabilities, and the accompanying disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amounts of assets or liabilities in future periods.
Judgments
In the process of applying the Company’s accounting policies, management has made the following
judgments, which have the most significant effect on the amounts recognized in the consolidated
financial statements:
Determination of Functional Currency
Each entity within the Company determines its own functional currency. The respective functional
currency of EDC and its subsidiaries is the currency of the primary economic environment in which
each entity operates. It is the currency that mainly influences the sale of services and the costs of
providing services.
The presentation currency of the Company is the Philippine Peso, which is the Parent Company’s
functional currency. The functional currency of each of the Company’s subsidiaries, as disclosed in
Note 4 to the consolidated financial statements, is determined based on the economic substance of the
underlying circumstances relevant to each subsidiary.
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- 15 Applicability of Philippine Interpretation IFRIC-12, Service Concession Arrangements on the
Geothermal Renewable Energy Service Contract, Wind Energy Service Contract and Solar
Energy Service Contract
An arrangement would fall under Philippine Interpretation IFRIC-12 if the two (2) conditions below
are met:
a) the grantor controls or regulates the services that the operator must provide using the
infrastructure, to whom it must provide them, and at what price; and
b) the grantor controls any significant residual interest in the property at the end of the concession
term through ownership, beneficial entitlement or otherwise.
Based on management’s judgment, the Geothermal Renewable Energy Service Contracts (GRESCs),
Wind Energy Service Contracts (WESCs) and Solar Energy Service Contracts (SESCs) entered into
by the Company are outside the scope of Philippine Interpretation IFRIC-12 since the Company
controls the significant residual interest in the properties (i.e., the estimated useful lives of the assets
exceed the service concession periods) at the end of the concession term through ownership.
Joint Venture Agreement between the Company and Alterra Power Corporation on Mariposa
Geothermal Project
On May 20, 2013, EDC and Alterra Power Corporation (Alterra, a publicly-traded company and
listed at the Toronto Stock Exchange) executed a joint venture agreement (JVA) for the exploration
and development of the Mariposa geothermal project in Chile (Mariposa Project). Following the
execution of such JVA, EDC, Alterra and their relevant subsidiaries have executed Shareholders’
Agreement and other related agreements all with effect on June 17, 2013 for the implementation of
the terms of the JVA. Under the Shareholders’ Agreement, EDC (through EDC Geotermica SpA, its
wholly owned subsidiary in Chile) will subscribe to a 70% interest in Compañía De Energia (Enerco),
an Alterra subsidiary in Chile that owns the Mariposa Project. On June 17, 2013, EDC subscribed to
a 70% interest in Enerco through a Subscription Deed with Alterra.
While EDC Geotermica owns 70% interest in Enerco, it does not have the sole ability to direct the
relevant activities which most significantly affect the returns of Enerco as the key operating and
financial decisions of Enerco require the unanimous vote and consent of the parties sharing control.
Accordingly, the investment in Enerco has been determined by management to be a joint arrangement
to be accounted for as joint venture (see Note 15).
Deferred Revenue on Stored Energy
Under its addendum agreements with NPC, the Parent Company has a commitment to NPC with
respect to certain volume of stored energy that NPC may lift for a specified period, provided that the
Parent Company is able to generate such energy over and above the nominated energy for each given
year in accordance with the related PPAs. The Company has made a judgment based on historical
information that future lifting by NPC from the stored energy is not probable and accordingly, has not
deferred any portion of the collected revenues. The stored energy commitments are, however,
disclosed in Note 32 to the consolidated financial statements.
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- 16 Effect of Adoption of PFRS 16 on the Company’s PPAs
The Parent Company has three (3) 25-year PPA with NPC covering EDC’s Unified Leyte and
Mindanao Geothermal Power Projects (Mindanao I and Mindanao II). Prior to the adoption of
PFRS 16, these arrangements were accounted as operating leases based on the requirements of
Philippine Interpretation IFRIC-4 and PAS 17.
Upon adoption of PFRS 16, the Parent Company evaluated its PPAs with NPC by applying the
requirements of PFRS 16. It was concluded that the PPAs with NPC do not contain a lease as the
arrangements did not convey to NPC the right to direct the use of the identified asset. Accordingly,
as of January 1, 2019, the Parent Company accounted for the consideration received from the PPAs
under PFRS 15 (see Notes 2 and 21).
Operating Leases - Company as a Lessor (Applicable prior to adoption of PFRS 16)
Prior to January 1, 2019, the PPAs of the Parent Company qualify as a lease on the basis that the
Parent Company sells significant amount of its output to NPC. This type of arrangement is
determined to be an operating lease where a significant portion of the risks and rewards incidental to
ownership of the assets are retained by the Parent Company since it does not include transfer of the
Parent Company’s assets. Accordingly, the power plant assets are recorded as part of the cost of
property, plant and equipment, and the capacity fees billed to NPC are recorded as operating revenue
based on the terms of the PPAs.
Operating Leases - Company as a Lessee (Applicable prior to adoption of PFRS 16)
The Company has also entered into commercial property leases where it has determined that the
lessor retains all the significant risks and rewards of ownership of these properties and has classified
the leases as operating leases (see Note 32).
In connection with the installation of Burgos Wind Project’s wind turbines and related dedicated
point-to-point limited facilities, the Company entered into uniform land lease agreements and
contracts of easement of right of way, respectively, with various private landowners. The term of the
land lease agreement starts from the execution date of the contract and ends after 25 years from the
commercial operations of the Burgos Wind Project. The contract of easement of right of way, on the
other hand, creates a perpetual easement over the subject property. Both the land lease agreement and
contract of easement of right of way were classified as operating leases. All payments made in
connection with the agreements are recorded as part of “Prepaid expenses” included under “Other
current assets” and “Other noncurrent assets”. Prepaid lease will be amortized on a straight-line basis
over the lease term, whereas prepaid rights of way will be amortized on a straight-line basis over the
term of the WESC, including the extension based on management’s judgment of probability of
extension (see Notes 11, 12 and 15).
Revenue from Contracts with Customers (Applicable after adoption of PFRS 15)
Beginning January 1, 2018, the Company applied the following judgments that significantly affect the
determination of the amount and timing of revenue from contracts with customers:
a) Identifying Performance Obligations
The Company identifies performance obligations by considering whether the promised goods or
services in the contract are distinct goods or services. A good or service is distinct when the
customer can benefit from the good or service on its own or together with other resources that are
readily available to the customer and the Company’s promise to transfer the good or service to the
customer is separately identifiable from the other promises in the contract.
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- 17 The Company assesses performance obligations as a series of distinct goods and services that are
substantially the same and have the same pattern of transfer if:
1. each distinct good or services in the series are transferred over time; and
2. the same method of progress will be used (i.e., units of delivery) to measure the entity’s
progress towards complete satisfaction of the performance obligation.
For revenue contracts under PPAs (upon scoping out of PFRS 16), PSAs, ASPAs including spot
market sales to WESM and sale of electricity covered by the FIT scheme which capacity and
energy dispatched are separately identified, these are combined and considered as one (1)
performance obligation since these are not distinct within the context of PFRS 15 as the buyer
cannot benefit from the contracted capacity without the corresponding energy and the buyer
cannot obtain energy without contracting a capacity. Revenue from sale of electricity through
PPAs with NPC are accounted for under PFRS 15 upon adoption of PFRS 16 on January 1, 2019
(see Note 2).
Retail electricity supply also qualifies as a series of distinct goods or services which is accounted
for as one performance obligation since the delivery of energy every month are distinct services.
b) Allocation of Variable Consideration
Variable consideration may be attributable to the entire contract or to a specific part of the
contract. For revenue contracts under PPAs (upon scoping out of PFRS 16), PSAs, RSCs,
ASPAs including spot market sales to WESM and sale of electricity covered by the FIT scheme,
revenue streams which are considered as series of distinct services that are substantially the same
and have the same pattern of transfer, the Company allocates the variable amount that is no
longer subject to constraint to the satisfied portion (i.e., month) which forms part of the single
performance obligation, and forms part of the monthly billing of the Company.
c) Timing of Revenue Recognition
The Company recognizes revenue when it satisfies an identified performance obligation by
transferring a promised good or service to a customer. A good or service is considered to be
transferred when the customer obtains control. The Company determines, at contract inception,
whether it will transfer control of a promised good or service over time. If the Company does not
satisfy a performance obligation over time, the performance obligation is satisfied at a point in
time.
The Company concluded that revenue from sale of electricity from contracts with customers are
to be recognized over time, since customers simultaneously receive and consume the benefits as
the Company supplies power.
d) Identifying Methods for Measuring Progress of Revenue Recognized Over Time
The Company determines the appropriate method of measuring progress which is either through
the use of input or output methods. Input method recognizes revenue on the basis of the efforts or
inputs to the satisfaction of a performance obligation while output method recognizes revenue on
the basis of direct measurements of the value to the customer of the goods or services transferred
to date.
The Company determined that the output method is the best method in measuring progress as
actual electricity is supplied to customers.
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- 18 Contractual Cash Flows Assessment (Applicable after adoption of PFRS 9)
Beginning January 1, 2018, for each financial asset, the Company assesses the contractual terms to
identify whether the instrument is consistent with the concept of SPPI.
‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial
recognition and may change over the life of the financial asset (for example, if there are repayments
of principal or amortization of the premium/discount).
The most significant elements of interest within a lending arrangement are typically the consideration
for the time value of money and credit risk. To make the SPPI assessment, the Company applies
judgment and considers relevant factors such as the currency in which the financial asset is
denominated, and the period for which the interest rate is set.
In contrast, contractual terms that introduce a more than de minimis exposure to risks or volatility in
the contractual cash flows that are unrelated to a basic lending arrangement do not give rise to
contractual cash flows that are solely payments of principal and interest on the amount outstanding.
In such cases, the financial asset is required to be measured at FVPL.
Evaluation of business model in managing financial instruments (Applicable after adoption of
PFRS 9)
Beginning January 1, 2018, the Company determines its business model at the level that best reflects
how it manages groups of financial assets to achieve its business objective. The Company’s business
model is not assessed on an instrument-by-instrument basis, but at a higher level of aggregated
portfolios and is based on observable factors such as:
•
•
•

How the performance of the business model and the financial assets held within that business
model are evaluated and reported to the entity's key management personnel;
The risks that affect the performance of the business model (and the financial assets held within
that business model) and, in particular, the way those risks are managed; and
The expected frequency, value and timing of sales are also important aspects of the Company’s
assessment.

The business model assessment is based on reasonably expected scenarios without taking 'worst case'
or 'stress case’ scenarios into account. If cash flows after initial recognition are realized in a way that
is different from the Company's original expectations, the Company does not change the classification
of the remaining financial assets held in that business model, but incorporates such information when
assessing newly originated or newly purchased financial assets going forward.
Estimates and Assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at
financial reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are discussed below. The Company
based its assumptions and estimates on parameters available when the consolidated financial
statements were prepared. Existing circumstances and assumptions about future developments,
however, may change due to market changes or circumstances arising that are beyond the control of
the Company. Such changes are reflected in the assumptions when they occur.
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- 19 Provision for Expected Credit Losses of Trade Receivables and Other Receivables
(Applicable after adoption of PFRS 9)
Beginning January 1, 2018, the Company uses a provision matrix to calculate ECLs for trade
receivables. The provision rates are based on days past due for groupings of various customer
segments that have similar loss patterns (i.e., by geography, product type, customer type and rating,
and coverage by letters of credit and other forms of credit insurance).
The provision matrix is initially based on the Company’s historical observed default rates. The
Company will calibrate the matrix to adjust the historical credit loss experience with forward-looking
information. For instance, if forecast economic conditions (i.e., gross domestic product) are expected
to deteriorate over the next year which can lead to an increased number of defaults in the
manufacturing sector, the historical default rates are adjusted. At every reporting date, the historical
observed default rates are updated and changes in the forward-looking estimates are analyzed.
The assessment of the correlation between historical observed default rates, forecast economic
conditions and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in
circumstances and of forecast economic conditions. The Company’s historical credit loss experience
and forecast of economic conditions may also not be representative of customer’s actual default in the
future.
The information about the ECLs on the Company’s trade and other receivables is disclosed in Note 7.
Impairment of Receivables (Applicable prior to adoption of PFRS 9)
Prior to January 1, 2018, the Company maintains an allowance for impairment of receivables at a
level that management considers adequate to provide for potential uncollectibility of its trade and
other receivables. The Company evaluates specific balances where management has information that
certain amounts may not be collectible. In these cases, the Company uses judgment, based on
available facts and circumstances, and based on a review of the factors that affect the collectibility of
the accounts including, but not limited to, the age and status of the receivables, collection experience
and past loss experience. The review is made by management on a continuing basis to identify
accounts to be provided with allowance. The specific allowance is re-evaluated and adjusted as
additional information received affects the amount estimated.
In addition to specific allowance against individually significant receivables, the Company also
provides a collective impairment allowance against exposures, which, although not specifically
identified as requiring a specific allowance, have a greater risk of default than when originally
granted. This collective allowance is based on historical default experience.
The aggregate carrying amounts of current and noncurrent trade and other receivables amounted to
=
P6,343.6 million as of December 31, 2018 (see Notes 7 and 15). The total amount of provision for
impairment recognized amounted to P
=6.7 million and =
P12.7 million in 2018 and 2017, respectively
(see Notes 7, 15 and 23).
Estimating Net Realizable Value of Parts and Supplies Inventories
The Company measures its parts and supplies inventories at net realizable value when such value is
lower than cost due to damage, physical deterioration, obsolescence, changes in price levels or other
causes. The carrying amounts of parts and supplies inventories as of December 31, 2019 and 2018
amounted to =
P4,300.4 million and P
=3,972.8 million, respectively (see Note 10). Reversal of
allowance for impairment of parts and supplies inventories amounted to P
=63.4 million in 2019
(see Notes 10 and 23). Provision for impairment of parts and supplies inventories amounted to
=96.6 million and =
P
P70.5 million in 2018 and 2017, respectively (see Notes 10 and 23).

*SGVFS039100*

- 20 Estimating Useful Lives of Property, Plant and Equipment (excluding Land and Construction in
Progress), Water Rights and Other Intangible Assets
The Company estimates the useful lives of property, plant and equipment (excluding Land and
Construction in Progress), water rights and other intangible assets based on the period over which
each asset is expected to be available for use and on the collective assessment of industry practices,
internal evaluation and experience with similar arrangements.
The estimated useful life is revisited at the end of each financial reporting period and updated if
expectations differ materially from previous estimates.
No impairment loss on property, plant and equipment was recognized in 2019 and 2018. The
carrying amount of the property, plant and equipment excluding land and construction in progress
amounted to =
P83,820.0 million and P
=84,868.1 million as of December 31, 2019 and 2018,
respectively (see Note 12). The carrying amount of water rights and other intangible assets amounted
to =
P1,391.8 million and =
P1,399.4 million as of December 31, 2019 and 2018, respectively
(see Note 13).
Impairment of Non-financial Assets other than Goodwill
The Company assesses impairment on these non-financial assets whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. The factors that
the Company considers important which could trigger an impairment review include the following:
· significant under-performance relative to expected historical or projected future operating results;
· significant changes in the manner of use of the acquired assets or the strategy for overall business;
and
· significant negative industry or economic trends.
The Company assesses whether there are any indicators of impairment for all non-financial assets,
other than goodwill, at each financial reporting date.
The Company recognizes an impairment loss whenever the carrying amount of an asset exceeds its
recoverable amount. The recoverable amount is computed using the value in use (VIU) approach.
Recoverable amount is estimated for an individual asset or, if it is not possible, for the
cash-generating unit (CGU) to which the asset belongs. In the case of prepaid taxes, where the
collection of tax claims is uncertain, the Company provides allowance for impairment of prepaid taxes
based on the assessment of management and the Company’s legal counsel.
The Company recorded a provision for impairment of prepaid taxes amounting to =
P228.4 million,
=
P237.0 million and =
P166.4 million in 2019, 2018 and 2017, respectively (see Notes 15 and 23). The
carrying amount of prepaid taxes amounted to P
=3,304.3 million and =
P4,448.2 million as of
December 31, 2019 and 2018, respectively (see Note 15).
Loss on direct write-off of input VAT claims amounting to P
=66.3 million, =
P100.9 million and
=
P93.9 million in 2019, 2018 and 2017, respectively, are included in “Miscellaneous income” in the
consolidated statements of income (see Notes 15 and 27).
For property, plant and equipment and intangible assets, when VIU calculations are undertaken,
management estimates the expected future cash flows from the asset or CGU and discounts such cash
flows using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset to calculate the present value as of the financial reporting
date.
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- 21 Management also makes an assessment whether previously recognized impairment loss should be
reversed. Reversal of an impairment loss is recognized when there is an increase in the estimated
service potential of an asset, either from use or from sale, since the date when the Company last
recognized an impairment loss for that asset.
The carrying amount of property, plant and equipment as of December 31, 2019 and 2018 amounted
to =
P90,559.3 million and =
P90,702.1 million, respectively (see Note 12). The carrying amount of
water rights as of December 31, 2019 and 2018 amounted to =
P1,142.3 million and =
P1,238.5 million,
respectively (see Note 13). The carrying amount of other intangible assets as of December 31, 2019
and 2018 amounted to =
P249.6 million and P
=160.9 million, respectively (see Note 13).
Recoverability of Goodwill
As of December 31, 2019 and 2018, the Company’s goodwill is allocated to the following CGUs:
Entity
GCGI
GCGI
FG Hydro
EDC HKL*

CGU
Palinpinon power plant complex
Tongonan power plant complex
Pantabangan-Masiway
hydroelectric plants
Hot Rock entities

2019
P
=2,107.5 million
134.2 million

2018
=2,107.5 million
P
134.2 million

293.3 million
127.7 million
P
=2,662.7 million

293.3 million
132.7 million
=2,667.7 million
P

*Changes in the carrying amount is due to the foreign exchange adjustment.

Goodwill is tested for recoverability annually as at September 30 for GCGI and December 31 for
FG Hydro and Hot Rock or more frequently, if events or changes in circumstances indicate that the
carrying value may be impaired.
This requires an estimation of the VIU of the CGUs to which goodwill is allocated. Estimating VIU
requires the Company to estimate the expected future cash flows from the CGUs and discounts such
cash flows using weighted average cost of capital to calculate the present value of those future cash
flows.
The recoverable amounts have been determined based on VIU calculation using cash flow projections
based on financial budgets approved by senior management covering a five-year period. The pre-tax
discount rate applied to cash flow projections in 2019 ranges from 9.38% to 9.60%; while in 2018,
the pre-tax discount rate applied ranges from 10.73% to 10.88%. The cash flows beyond the
remaining term of the existing agreements are extrapolated using the growth rate of 3.2% and 4.0% in
2019 and 2018, respectively.
Following are the key assumptions used:
·

Budgeted Gross Margin
Budgeted gross margin is the average gross margin achieved in the year immediately before the
budgeted year, increased for expected efficiency improvements.
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Discount Rate
Discount rate reflects the current market assessment of the risk specific to each CGU. The
discount rate is based on the average percentage of EDC’s weighted average cost of capital. This
rate is further adjusted to reflect the market assessment of any risk specific to the CGU for which
future estimates of cash flows have not been adjusted.

·

Growth Rate
Cash flows beyond the five-year period are extrapolated using a determined constant growth rate
to arrive at the terminal value of each CGU.

No impairment loss on goodwill was recognized in 2019, 2018 and 2017 (see Note 13).
Recoverability of Exploration and Evaluation Assets
Exploration and evaluation costs are recognized as assets in accordance with PFRS 6, Exploration for
and Evaluation of Mineral Resources. Capitalization of these costs is based, to a certain extent, on
management’s judgment of the degree to which the expenditure may be associated with finding
specific geothermal reserve.
The application of the Company’s accounting policy for exploration and evaluation assets requires
judgment and estimates in determining whether it is likely that the future economic benefits are
certain, which may be based on assumptions about future events or circumstances. Estimates and
assumptions may change if new information becomes available. If, after the exploration and
evaluation assets are capitalized, information becomes available suggesting that the recovery of
expenditure is unlikely, the amount capitalized is written off in the consolidated statements of income
in the period when the new information becomes available.
The Company reviews the carrying values of its exploration and evaluation assets whenever events or
changes in circumstances indicate that their carrying values may exceed their estimated net
recoverable amounts. An impairment loss is recognized when the carrying values of these assets are
not recoverable and exceeds their fair value. The factors that the Company considers important
which could trigger an impairment review of exploration and evaluation assets include the following:
·
·
·
·

the period for which the Company has the right to explore in the specific area has expired during
the period or will expire in the near future, and is not expected to be renewed;
substantive expenditure on further exploration for and evaluation of geothermal reserve in the
specific area is neither budgeted nor planned;
exploration for and evaluation of geothermal reserve in the specific area have not led to the
discovery of commercially viable geothermal reserve and the Company decided to discontinue
such activities in the specific area; and
sufficient data exist to indicate that, although a development in the specific area is likely to
proceed, the carrying amount of the exploration and evaluation asset is unlikely to be recovered in
full from successful development or by sale.

The Company determines impairment of projects based on the technical assessment of its resident
scientists in various disciplines or based on management’s decision not to pursue any further
commercial development of its exploration projects.
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- 23 In 2019, the exploration and evaluation costs incurred for Balingasag amounting to =
P2.5 million was
assessed by management to be no longer recoverable. Accordingly, the book value of this exploration
and evaluation asset was directly written off (see Notes 14, 27 and 33).
Also in 2017, the exploration and evaluation costs incurred for Mt. Ampiro, Lakewood and certain
foreign exploration projects totaling to P
=38.5 million were directly written off. The write-off
recognized in 2017 is equivalent to the book values of the related exploration and evaluation assets.
No similar loss was recognized in 2018. As of December 31, 2019 and 2018, the carrying amount of
exploration and evaluation assets amounted to =
P3,117.4 million and P
=3,076.3 million, respectively
(see Notes 14, 27 and 33).
Retirement and Other Post-employment Benefits
The cost of defined benefits retirement plan and other post-employment medical and life insurance
benefits are determined using the projected unit credit method of actuarial valuations. An actuarial
valuation involves making assumptions about discount rates, future salary increases, medical trend
rate, mortality and disability rates and employee turnover rates. Due to the complexity of the
valuation, the underlying assumptions and its long-term nature, defined benefit obligations are highly
sensitive to changes in these assumptions. All assumptions are reviewed at each reporting date.
The assumed discount rates were determined using the market yields on Philippine government bonds
with terms consistent with the expected employee benefit payout as at financial reporting date. The
mortality rate is based on publicly available mortality tables for the specific country and is modified
accordingly with estimates of mortality improvements. Future salary increases and pension increases
are based on expected future inflation rates in the Philippines.
As of December 31, 2019 and 2018, the net retirement and other post-employment benefits liability
amounted to P
=1,552.8 million and P
=1,144.5 million, respectively (see Note 28). The detailed
information with respect to the Company’s net retirement and other post-employment benefits is
presented in Note 28 to the consolidated financial statements.
Provision for Rehabilitation and Restoration Costs
In 2009, with the conversion of its Geothermal Service Contracts (GSCs) to GRESCs, the Company
has made a judgment that the GRESCs are subject to the provision for restoration costs. Similarly,
under the WESC, the Company has made a judgment that EBWPC is responsible for the removal and
the disposal of all materials, equipment and facilities installed in the contract area used for the wind
energy project. In determining the amount of provisions for rehabilitation and restoration costs,
assumptions and estimates are required in relation to the expected cost to rehabilitate and restore sites
and infrastructure when such obligation exists.
As of December 31, 2019 and 2018, the Company adjusted its provision for rehabilitation and
restoration costs to P
=1,256.4 million and =
P860.7 million, respectively, presented under “Provisions
and other long-term liabilities” account in the consolidated statements of financial position
(see Note 18). The revisions in estimate were mainly attributable to changes in discount rates.
Provision for Liabilities on Regulatory Assessments and Other Contingencies
The Company has pending assessments from various regulatory agencies and outstanding legal cases.
The Company’s estimate of the probable costs for the resolution of these assessments and legal cases
has been developed in consultation with in-house and external legal counsels handling the defense of
these cases, and is based upon the thorough analysis of the potential outcomes. Management, in
consultation with its in-house and external legal counsels, believe that the Company’s positions on
these assessments are consistent with the relevant laws, and these assessments would not have a
material adverse effect on the Company’s consolidated financial position and results of operations.
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- 24 It is possible, however, that future results of operations could be materially affected by changes in the
estimates or in the effectiveness of strategies relating to these proceedings. As of December 31, 2019
and 2018, provisions for these liabilities amounting to P
=575.6 million and P
=664.0 million,
respectively, are recorded and recognized as part of “Others” under “Provisions and other long-term
liabilities” (see Note 18). Interest on liability from litigation amounted to P
=7.8 million in 2019, 2018
and 2017 (see Note 25).
Estimation of Liability from Shortfall Generation
The Parent Company’s Unified Leyte PPA with NPC requires the annual nomination of capacity that
EDC shall deliver to NPC. On a monthly basis, EDC bills a uniform capacity to NPC based on the
nominated energy. At the end of the contract year, EDC’s fulfillment of the nominated capacity and
the parties’ responsibilities for any shortfall shall be determined. On the other hand, the PPAs for
Mindanao I and II provide a minimum offtake energy, which the Parent Company shall meet each
contract year. The contract year for the Unified Leyte PPA is for fiscal period ending July 25 while
the contract year for the Mindanao I and Mindanao II PPAs is for fiscal period ending December 25
(see Note 21). Assessment is made at every reporting date whether the nominated capacity or
minimum offtake energy would be met based on management’s projection of electricity generation
covering the entire contract year. If the occurrence of shortfall generation is determined to be
probable, the amount of estimated reimbursement to NPC is accounted for as a reduction to revenue
for the period and a corresponding liability to NPC is recognized. As of December 31, 2019 and
2018, the Company’s estimated liability arising from such shortfall generation amounted to
=1,679.1 million and =
P
P1,320.8 million, respectively, shown under “Trade and other payables” account
specifically under “Other payables” (see Note 16).
Moreover, the amount of estimations relating to the shortfall generation under the PPAs may be
subsequently adjusted or reported depending on the subsequent reconciliation by the Technical or
Steering Committee established in accordance with the PPAs, in view of the parties’ responsibilities
in connection with the consequences of typhoons and similar events. As of March 2, 2020, the
reconciliation with NPC for the contract years 2013-2014, 2016-2017 and 2017-2018 for Unified
Leyte PPA, and contract years 2018 and 2019 for Mindanao I and II PPAs, is still ongoing.
Leases - Estimating the Incremental Borrowing Rate
The Company cannot readily determine the interest rate implicit in the lease, therefore, it uses its
incremental borrowing rate (IBR) to measure lease liabilities. The IBR is the rate of interest that the
Company would have to pay to borrow over a similar term, and with a similar security, the funds
necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
environment. The IBR therefore reflects what the Company ‘would have to pay’, which requires
estimation when no observable rates are available (such as for subsidiaries that do not enter into
financing transactions) or when they need to be adjusted to reflect the terms and conditions of the
lease (for example, when leases are not in the subsidiary’s functional currency).
The Company estimates the IBR using observable inputs (such as market interest rates) when
available and is required to make certain entity-specific estimates (such as the subsidiary’s
stand-alone credit rating).
Recognition of Deferred Income Tax Assets
Deferred income tax assets are recognized to the extent that it is probable that sufficient future taxable
profits will be available against which the assets can be utilized. Significant management judgment is
required to determine the amount of deferred tax assets that can be recognized. This includes the
likely timing and level of future taxable profits together with future tax planning strategies. The
carrying value of recognized deferred tax assets amounted to =
P2,124.3 million and P
=2,041.2 million
as of December 31, 2019 and 2018, respectively (see Note 29). The Company also has deductible

*SGVFS039100*

- 25 temporary differences pertaining to carryforward benefits of unused NOLCO and fair value
adjustments related to EBWPC’s hedging activities as of December 31, 2019 and 2018 for which no
deferred income tax asset was recognized (see Note 29).

4. Summary of Significant Accounting Policies
Basis of Consolidation
The consolidated financial statements comprise the financial statements of the Parent Company and
its subsidiaries as at December 31, 2019, 2018 and 2017.
Control is achieved when the Company is exposed, or has rights, to variable returns from its
involvement with the investees and has the ability to affect those returns through its power over the
investee. Specifically, the Company controls an investee if, and only if, the Company has:
· Power over the investee (i.e., existing rights that give it the current ability to direct the relevant
activities of the investee);
· Exposure, or rights, to variable returns from its involvement with the investee; and
· The ability to use its power over the investee to affect its returns.
Generally, there is a presumption that a majority of voting rights result in control. To support
this presumption and when the Company has less than a majority of the voting or similar rights of an
investee, the Company considers all relevant facts and circumstances in assessing whether it has
power over an investee, including:
· The contractual arrangement with the other vote holders of the investee;
· Rights arising from other contractual arrangements; and,
· The Company’s voting rights and potential voting rights.
The Company re-assesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control. Consolidation of a subsidiary
begins when the Company obtains control over the subsidiary and ceases when the Company loses
control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or
disposed of during the year are included in the statement of comprehensive income from the date the
Company gains control until the date the Parent Company ceases to control the subsidiary.
Profit or loss and each component of OCI are attributed to the equity holders of the parent of the
Company and to the NCI, even if this results in the NCI having a deficit balance. When necessary,
adjustments are made to the financial statements of subsidiaries to bring their accounting policies into
line with the Company’s accounting policies. All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions between members of the Company are eliminated in
full on consolidation. A change in the ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.
If the Company loses control over a subsidiary, it derecognizes the related assets (including
goodwill), liabilities, non-controlling interest and other components of equity, while any resultant
gain or loss is recognized in profit or loss. Any investment retained is recognized at fair value.
Business Combinations and Goodwill
Business combinations are accounted for using the acquisition method. The cost of an acquisition is
measured as the aggregate of the consideration transferred, which is measured at acquisition date fair
value, and the amount of any NCI in the acquiree. For each business combination, the Company
elects whether to measure the NCI of the acquiree at fair value or at the proportionate share of the
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- 26 acquiree’s identifiable net assets. Acquisition-related costs are expensed as incurred and included in
“General and Administrative Expenses” in the consolidated statements of income.
When the Company acquires a business, it assesses the financial assets and financial liabilities
assumed for appropriate classification and designation in accordance with the contractual terms,
economic circumstances and pertinent conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts by the acquiree.
If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s
previously held equity interest in the acquiree is remeasured to fair value at the acquisition date and
any gain or loss on remeasurement is recognized in profit or loss.
Any contingent consideration to be transferred by the acquirer will be recognized at fair value at the
acquisition date. Contingent consideration classified as equity is not remeasured and its subsequent
settlement is accounted for within equity. Contingent consideration classified as an asset or liability
that is a financial instrument and within the scope of PFRS 9, Financial Instruments, is measured at
fair value with changes in fair value recognized either in profit or loss. Contingent Consideration
classified as equity is not remeasured and its subsequent settlement is accounted for within equity.
Goodwill is initially measured at cost, being the excess of the aggregate of the consideration
transferred and the amount recognized for non-controlling interests and any previous interest held,
over the net identifiable assets acquired and liabilities assumed. If the fair value of the net assets
acquired is in excess of the aggregate consideration transferred, the Company reassesses whether it
has correctly identified all of the assets acquired and all of the liabilities assumed and reviews the
procedures used to measure the amounts to be recognized at the acquisition date. If the reassessment
still results in an excess of the fair value of net assets acquired over the aggregate consideration
transferred, then the gain is recognized in profit or loss.
After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For
the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Company’s CGUs that are expected to benefit from the
combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those
units.
Where goodwill has been allocated to a CGU and part of the operation within that unit is disposed of,
the goodwill associated with the disposed operation is included in the carrying amount of the
operation when determining the gain or loss on disposal. Goodwill disposed in these circumstances is
measured based on the relative values of the disposed operation and the portion of the CGU retained.
Joint Venture
A joint venture is a type of joint arrangement whereby the parties that have joint control of the
arrangement have rights to the net assets of the joint venture. Joint control is the contractually agreed
sharing of control of an arrangement, which exists only when decisions about the relevant activities
require the unanimous consent of the parties sharing control.
The considerations made in determining significant influence or joint control are similar to those
necessary to determine control over subsidiaries. The Company’s investment in joint venture is
accounted for using the equity method (see Note 3).
Under the equity method, the investment in a joint venture is initially recognized at cost. The
carrying amount of the investment is adjusted to recognize changes in the Company’s share of net
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in the carrying amount of the investment and is not tested for impairment separately.
The consolidated statement of income reflects the Company’s share of the results of operations of the
joint venture. Any change in OCI of those investees is presented as part of the Company’s OCI. In
addition, when there has been a change recognized directly in the equity of the joint venture, the
Company recognizes its share of any changes, when applicable, in the consolidated statement of
changes in equity. Unrealized gains and losses resulting from transactions between the Company and
the joint venture is eliminated to the extent of the interest in the joint venture.
The aggregate of the Company’s share of profit or loss of a joint venture is shown on the face of the
consolidated statement of income outside operating profit and represents profit or loss after tax and
non-controlling interests in the subsidiaries of the joint venture.
The financial statements of the joint venture is prepared for the same reporting period as the
Company. When necessary, adjustments are made to bring the accounting policies in line with those
of the Company.
After application of the equity method, the Company determines whether it is necessary to recognize
an impairment loss on its investment on joint venture. At each reporting date, the Company
determines whether there is objective evidence that the investment in the joint venture is impaired. If
there is such evidence, the Company calculates the amount of impairment as the difference between
the recoverable amount of the joint venture and its carrying value, and then recognizes the loss within
profit or loss.
Upon loss of joint control over the joint venture, the Company measures and recognizes any retained
investment at its fair value. Any difference between the carrying amount of the joint venture upon
loss of joint control and the fair value of the retained investment and proceeds from disposal is
recognized in profit or loss.
Current versus Noncurrent Classification
The Company presents assets and liabilities in statement of financial position based on
current/noncurrent classification. An asset is current when it is:
·
·
·
·

Expected to be realized or intended to be sold or consumed in normal operating cycle;
Held primarily for the purpose of trading;
Expected to be realized within twelve months after the reporting period; or
Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for
at least twelve months after the reporting period.

All other assets are classified as noncurrent.
A liability is current when:
·
·
·
·

It is expected to be settled in normal operating cycle;
It is held primarily for the purpose of trading;
It is due to be settled within twelve months after the reporting period; or
There is no unconditional right to defer the settlement of the liability for at least twelve months
after the reporting period.
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issue of equity instruments do not affect its classification.
The Company classifies all other liabilities as noncurrent. Deferred tax assets and liabilities are
classified as noncurrent assets and liabilities.
Foreign Currencies
The Company’s consolidated financial statements are presented in Philippine Peso, which is also the
Parent Company’s functional currency. Each entity within the Company determines its own
functional currency and measures items included in their financial statements using that functional
currency.
Transactions and balances
Transactions in foreign currencies are initially recorded by the Company’s entities in the respective
functional currency spot rates prevailing at the date the transaction first qualifies for recognition.
Monetary assets and liabilities denominated in foreign currencies are translated at the closing rate of
exchange prevailing at financial reporting date. All differences are taken to the profit or loss as part
of “Foreign exchange gains (losses)” account.
Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates at the dates of the initial transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the exchange rates at the date when the fair value was
determined. The gain or loss arising on translation of non-monetary items measured at fair value is
treated in line with the recognition of the gain or loss on the change in fair value of the item (i.e.,
translation differences on items whose fair value gain or loss is recognized in OCI or profit or loss are
also recognized in OCI or profit or loss, respectively).
In determining the spot exchange rate to use on initial recognition of the related asset, expense or
income (or part of it) on the derecognition of a non-monetary asset or non-monetary liability relating
to advance consideration, the date of the transaction is the date on which the Company initially
recognizes the non-monetary asset or non-monetary liability arising from the advance consideration.
If there are multiple payments or receipts in advance, the Company determines the transaction date
for each payment or receipt of advance consideration.
The functional currency of the Company’s subsidiaries is Philippine Peso, except for the following
subsidiaries:
Subsidiary
EDC Burgos Wind Power Corporation
EDC HKL
EDC HKIIL
EDC Chile Holdings SPA
EDC Geotermica Chile
EDC Chile Limitada
EDC Peru Holdings S.A.C.
EDC Geotermica Peru S.A.C.
EDC Peru S.A.C.
EDC Geotérmica Del Sur S.A.C.

Functional Currency
US dollar
- do - do Chilean peso
- do - do Peruvian nuevo sol
- do - do - do -

(Forward)

*SGVFS039100*

- 29 Subsidiary
EDC Energía Azul S.A.C.
Geotermica Crucero Peru S.A.C.
EDC Energía Perú S.A.C.
Geotermica Tutupaca Norte Peru S.A.C.
EDC Energía Geotérmica S.A.C.
EDC Progreso Geotérmico Perú S.A.C.
Geotermica Loriscota Peru S.A.C.
EDC Energía Renovable Perú S.A.C.
EDC Soluciones Sostenibles Ltd
EDC Desarollo Sostenible Ltd
EDC Energia Verde Chile SpA
EDC Energia de la Tierra SpA
EDC Energia Verde Peru SAC
PT EDC Indonesia
PT EDC Panas Bumi Indonesia

Functional Currency
Peruvian nuevo sol
- do - do - do - do - do - do - do - do - do - do - do - do Indonesian rupiah
- do -

Translation
For subsidiaries whose functional currency is different from the presentation currency, the Company
translates the results of their operations and financial position into the presentation currency. As at
the financial reporting date, the assets and liabilities presented (including comparatives) are translated
into the presentation currency at the closing rate of exchange prevailing at the financial reporting date
while the capital stock and other equity balances are translated at historical rates of exchange. The
income and expenses for the profit or loss presented (including comparatives) are translated at the
exchange rates at the dates of the transactions, where determinable, or at the weighted average rate of
exchange during the reporting period. The exchange differences arising on the translation to the
presentation currency are recognized as a separate component of equity under the “Cumulative
translation adjustments” account in the consolidated statement of financial position.
On disposal of a foreign operation, the component of OCI relating to that particular foreign operation
is reclassified to profit or loss.
Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the
carrying amount of assets and liabilities arising on the acquisition date are treated as assets and
liabilities of the foreign operation and translated at the closing rate of exchange of financial reporting
date.
Cash and Cash Equivalents
Cash and cash equivalents in the consolidated statement of financial position comprise cash on hand
and in banks, and short-term deposits with original maturities of three (3) months or less from dates
of acquisition and that are subject to insignificant risk of changes in value. Money market securities
with maturity of more than three (3) months but less than 12 months are presented as “Short-term
investments” under “Other Current Assets”.
Parts and Supplies Inventories
Parts and supplies inventories are valued at the lower of cost and net realizable value. Cost includes
the invoice amount, net of trade and cash discounts. Cost is calculated using the moving average
method. Net realizable value represents the current replacement cost.
Prepaid Expenses
Prepayments are expenses paid in advance and recorded as asset before these are utilized. This
account comprises prepaid expenses, creditable withholding taxes, tax credit certificates and advances
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- 30 to contractors. The prepaid expenses are apportioned over the period covered by the payment and
charged to the appropriate accounts in the profit or loss when incurred; creditable withholding taxes
are deducted from income tax payable on the same year the revenue was recognized; and the
advances to contractors are reclassified to the proper asset or expense account and deducted from the
contractor’s billings as specified on the provision of the contract. Prepayments that are expected to be
realized for a period of no more than 12 months after the financial reporting period are classified as
other current assets; otherwise, these are classified as other noncurrent assets.
Property, Plant and Equipment
Property, plant and equipment, except land, is stated at cost less accumulated depreciation,
amortization and impairment in value, if any. The initial cost of property, plant and equipment
consist of the purchase price including import duties, borrowing costs (during construction period)
and other costs directly attributable to bringing the assets to its working condition and location for its
intended use. Cost also includes the cost of replacing part of the property, plant and equipment, and
the borrowing costs for long-term construction projects if the recognition criteria are met. When
significant parts of property, plant and equipment are required to be replaced at intervals, the
Company recognizes such parts as individual assets with specific useful lives, depreciation and
amortization. Likewise, when a major inspection is performed, its cost is recognized in the carrying
amount of the property, plant and equipment as a replacement if the recognition criteria are satisfied.
All other repairs and maintenance costs are recognized in the profit or loss as incurred. Property,
plant and equipment also include the estimated rehabilitation and restoration costs of the Company’s
steam fields and power plants contract areas for which the Company is legally and constructively
liable. These costs are included under “Fluid Collection and Recycling System (FCRS) and
Production Wells” and “Power Plants” (see Notes 12 and 18).
Land is carried at cost less accumulated impairment losses, if any.
The income generated wholly and necessarily as a result of the process of bringing the asset into the
location and condition for its intended use (i.e., net proceeds from selling any items produced while
testing whether the asset is functioning properly) is credited to the cost of asset up to the extent of
cost of testing capitalized during the testing period. Any excess of net proceeds over costs is
recognized in profit or loss and not cost of the property, plant and equipment. When the incidental
operations are not necessary to bring an item to the location and condition necessary for it to be
capable of operating in the manner intended by management, the income and related expenses of
incidental operations are not offset against the cost of the property, plant and equipment but are
recognized in profit or loss and included in their respective classifications of income and expense.
Depreciation and amortization are calculated on a straight-line basis over the estimated useful lives of
the assets as follows:
Power plants
Production wells and Fluid Collection and Recycling
System (FCRS)
Buildings, improvements and other structures
Exploration, machinery and equipment
Transportation equipment
Furniture, fixtures and equipment
Laboratory equipment

Number of years
15-30
10-25
5-35
2-25
5-10
3-10
5-10

Depreciation and amortization of an item of property, plant and equipment begin when it becomes
available for use, i.e., when it is in the location and condition necessary for it to be capable of
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- 31 operating in the manner intended by management. Depreciation and amortization cease at the earlier
of the date that the item is classified as held for sale (or included in a disposal group that is classified
as held for sale) in accordance with PFRS 5, Noncurrent Assets Held for Sale and Discontinued
Operations, and the date the asset is derecognized. Leasehold improvements are amortized over the
lease term or the economic life of the related asset, whichever is shorter.
Each part of an item of property, plant and equipment with a cost that is significant in relation to the
total cost of the item is depreciated separately.
An item of property, plant and equipment, and any significant part initially recognized is
derecognized upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between
the net disposal proceeds and the carrying amount of the asset) is included in profit or loss in the year
the asset is derecognized.
The useful lives of property, plant and equipment are reviewed at each financial year-end and
adjusted, prospectively, if appropriate.
Construction in progress represents structures under construction and is stated at cost, net of
accumulated impairment losses, if any. This includes costs of construction and other direct costs.
Costs also include interest on borrowed funds and amortization of deferred financing costs on these
borrowed funds incurred during the construction period. Construction in progress is not depreciated
until such time that the assets are put into operational use.
Liquidated damages received arising from breach of contract are deducted from the cost of the asset
unless these can be directly linked to the amount of lost revenue. Liquidated damages are recognized
only when receipt is virtually certain.
Effective January 1, 2019, it is the Company’s policy to classify right-of-use (ROU) assets as part of
property, plant and equipment. Prior to that date, all of the Company’s leases are accounted for as
operating leases in accordance with PAS 17, hence, not recorded on the statement of financial
position. The Company recognizes ROU assets at the commencement date of the lease (i.e., the date
the underlying asset is available for use). ROU assets are initially measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities. The initial cost of ROU assets includes the amount of lease liabilities recognized, initial
direct costs incurred, lease payments made at or before the commencement date less any lease
incentives received and estimate of costs to be incurred by the lessee in dismantling and removing the
underlying asset, restoring the site on which it is located or restoring the underlying asset to the
condition required by the terms and conditions of the lease, unless those costs are incurred to produce
inventories.
Unless the Company is reasonably certain to obtain ownership of the leased asset at the end of the
lease term, the recognized ROU assets are depreciated on a straight-line basis over the shorter of their
estimated useful life and lease term. ROU assets are subject to impairment (refer to Impairment of
Non-Financial Assets policy).
Intangible Assets
Intangible assets acquired separately are measured on initial recognition at cost. Following initial
recognition, intangible assets are carried at cost less accumulated amortization and accumulated
impairment loss, if any. Internally-generated intangible assets, if any, excluding capitalized
development costs, are not capitalized and expenditure is reflected in profit or loss in which the
expenditure is incurred.
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- 32 The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets
with finite lives are amortized over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortization period and
amortization method for an intangible asset with a finite useful life is reviewed at least at each
financial year end. Changes in the expected useful life or the expected pattern of consumption of
future economic benefits embodied in the asset is accounted for by changing the amortization period
or method, as appropriate, and treated as changes in accounting estimates. The amortization expense
on intangible assets with finite lives is recognized in profit or loss in the expense category consistent
with the function of the intangible asset.
Intangible assets with indefinite useful lives are not amortized, but are tested for impairment annually,
either individually or at the cash-generating unit level. The assessment of indefinite life is reviewed
annually to determine whether the indefinite life continues to be supportable. If not, the change in
useful life from indefinite to finite is made on a prospective basis.
Gains or losses arising from derecognition of an intangible asset are measured as the difference
between the net disposal proceeds, if any, and the carrying amount of the asset, and are recognized in
profit or loss when the asset is derecognized.
Water Rights
The cost of water rights of FG Hydro is measured on initial recognition at cost.
Following initial recognition of the water rights, the cost model is applied requiring the asset to be
carried at cost less any accumulated amortization and accumulated impairment losses, if any. Water
rights are amortized using the straight-line method over 25 years, which is the term of the agreement
with the National Irrigation Administration (NIA).
Computer Software and Licenses
The costs of acquisition of computer software and licenses are capitalized as intangible asset if such
costs are not integral part of the related hardware.
These intangible assets are initially measured at cost. Subsequently, these are measured at cost less
accumulated amortization and allowance for impairment losses, if any. Amortization of computer
software is computed using the straight-line method over its estimated useful life of five (5) years.
Exploration and Evaluation Assets
The Company follows the full cost method of accounting for its exploration costs determined on the
basis of each service contract area. Under this method, all exploration costs relating to each service
contract are accumulated and deferred under the “Exploration and evaluation assets” account in the
consolidated statement of financial position pending the determination of whether the wells have
proved reserves. Capitalized expenditures include costs of license acquisition, technical services and
studies, exploration drilling and testing, and appropriate technical and administrative expenses.
General overhead or costs incurred prior to having obtained the legal rights to explore an area are
recognized as expense in profit or loss when incurred. Once the legal right to explore has been
acquired, costs directly associated with an exploration well are capitalized as exploration and
evaluation intangible assets until the drilling of the well is complete and the results have been
evaluated.
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- 33 If tests conducted on the drilled exploratory wells reveal that these wells cannot produce proved
reserves, the capitalized costs are charged to expense except when management decides to use the
unproductive wells, for recycling or waste disposal.
Once the technical feasibility and commercial viability of the project to produce proved reserves are
established, the exploration and evaluation assets are reclassified to property, plant and equipment.
Exploration and evaluation assets also include the estimated rehabilitation and restoration costs of the
Company that are incurred as a consequence of having undertaken the exploration for and evaluation
of geothermal resources.
Impairment of Non-financial Assets
For non-financial assets such as property, plant and equipment, intangible assets, exploration and
evaluation assets, and prepaid taxes for refund/tax credits, the Company assesses at each financial
reporting date whether there is an indication that a non-financial asset may be impaired. If any such
indication exists, the Company estimates the asset’s recoverable amount.
The recoverable amount is the higher of an asset’s or CGU’s fair value less costs to sell and its VIU
and is determined for an individual asset, unless the asset does not generate cash inflows that are
largely independent of those from other assets or group of assets. When the carrying amount of an
asset exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount. In determining VIU, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset. In determining fair value less costs to sell, an appropriate
valuation model is used. These calculations are corroborated by valuation multiples or other available
fair value indicators.
Impairment losses are recognized in profit or loss in the expense categories consistent with the
function of the impaired asset.
For non-financial assets excluding goodwill, an assessment is made at each financial reporting date as
to whether there is any indication that previously recognized impairment losses may no longer exist
or may have decreased. If such indication exists, the Company makes an estimate of the recoverable
amount. A previously recognized impairment loss is reversed only if there has been a change in the
estimates used to determine the asset’s recoverable amount since the last impairment loss was
recognized. In such instance, the carrying amount of the asset is increased to its recoverable amount.
However, that increased amount cannot exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognized for the asset in prior years.
Such reversal is recognized in profit or loss.
Goodwill is reviewed for impairment, annually or more frequently, if events or changes in
circumstances indicate that the carrying value may be impaired. Impairment is determined for
goodwill by assessing the recoverable amount of the CGU or group of CGUs to which the
goodwill relates. When the recoverable amount of the CGU or group of CGUs is less than the
carrying amount of the CGU or group of CGUs to which goodwill has been allocated, an impairment
loss is recognized immediately in profit or loss. Impairment loss relating to goodwill cannot be
reversed for subsequent increases in its recoverable amount in future periods.
Financial Instruments
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.
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Initial Recognition and Measurement
Prior to January 1, 2018, financial assets within the scope of PAS 39 are classified, at initial
recognition, as financial assets at FVPL, loans and receivables, held-to-maturity investments,
available-for-sale financial assets, or as derivatives designated as hedging instruments in an effective
hedge, as appropriate. All financial assets are recognized initially at fair value plus, in the case of
financial assets not recorded at fair value through profit or loss, transaction costs that are attributable
to the acquisition of the financial asset.
The Company determines the classification of its financial instruments on initial recognition and,
where allowed and appropriate, re-evaluates this designation of each financial reporting date.
Beginning January 1, 2018 upon adoption of PFRS 9, financial assets are classified, at initial
recognition, as subsequently measured at amortized cost, fair value through other comprehensive
income (OCI; FVOCI) and fair value through profit or loss (FVPL).
The classification of financial assets at initial recognition depends on the financial asset’s contractual
cash flow characteristics and the Company’s business model for managing them. With the exception
of trade receivables that do not contain a significant financing component, the Company initially
measures a financial asset at its fair value plus, in the case of a financial asset not at FVPL,
transaction costs. Trade receivables that do not contain a significant financing component are
measured at the transaction price determined under PFRS 15 (refer to Revenue Recognition policy).
In order for a financial asset to be classified and measured at amortized cost or FVOCI, it needs to
give rise to cash flows that are “solely payments of principal and interest (SPPI)” on the principal
amount outstanding. This assessment is referred to as the SPPI test and is performed at an instrument
level.
The Company’s business model for managing financial assets refers to how it manages its financial
assets in order to generate cash flows. The business model determines whether cash flows will result
from collecting contractual cash flows, selling the financial assets, or both.
Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place (regular way trades) are recognized on the trade date,
i.e., the date that the Company commits to purchase or sell the asset.
Subsequent Measurement
Beginning January 1, 2018 under PFRS 9, for purposes of subsequent measurement, financial assets
are classified in four (4) categories:
· Financial assets at amortized cost (debt instruments)
· Financial assets at FVOCI with recycling of cumulative gains and losses (debt instruments)
· Financial assets designated at FVOCI with no recycling of cumulative gains and losses upon
derecognition (equity instruments)
· Financial assets at FVPL
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The Company measures financial assets at amortized cost if both of the following conditions are met:
· The financial asset is held within a business model with the objective to hold financial assets in
order to collect contractual cash flows; and
· The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.
Financial assets at amortized cost are subsequently measured using the effective interest rate (EIR)
method and are subject to impairment. Gains and losses are recognized in profit or loss when the
asset is derecognized, modified or impaired.
The Company’s financial assets at amortized cost includes cash and cash equivalents, trade and other
receivables, DSRA, short-term investments and long-term receivables. Prior to adoption of PFRS 9
on January 1, 2018, these financial assets were classified as loans and receivables.
Financial Assets at FVOCI (Debt Instruments)
The Company measures debt instruments at FVOCI if both of the following conditions are met:
· The financial asset is held within a business model with the objective of both holding to collect
contractual cash flows and selling; and
· The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.
For debt instruments at FVOCI, interest income, foreign exchange revaluation and impairment losses
or reversals are recognized in profit or loss and computed in the same manner as for financial assets
measured at amortized cost. The remaining fair value changes are recognized in OCI. Upon
derecognition, the cumulative fair value change recognized in OCI is recycled to profit or loss.
The Company’s debt instruments at FVOCI includes in government securities, government bonds and
notes, and corporate bonds. Prior to adoption of PFRS 9 on January 1, 2018, these financial assets
were classified as AFS investments.
Financial Assets Designated at FVOCI (Equity Instruments)
Upon initial recognition, the Company can elect to classify irrevocably its equity investments as
equity instruments designated at FVOCI when they meet the definition of equity under
PAS 32, Financial Instruments: Presentation and are not held for trading. The classification is
determined on an instrument-by-instrument basis.
Gains and losses on these financial assets are never recycled to profit or loss. Dividends are
recognized as other income in the consolidated statement of income when the right of payment has
been established, except when the Company benefits from such proceeds as a recovery of part of the
cost of the financial asset, in which case, such gains are recorded in OCI. Equity instruments
designated at FVOCI are not subject to impairment assessment.
The Company elected to classify irrevocably its quoted equity investments under this category. Prior
to adoption of PFRS 9 on January 1, 2018, these quoted equity investments were classified as AFS
investments.
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Financial assets at FVPL include financial assets held for trading, financial assets designated upon
initial recognition at FVPL, or financial assets mandatorily required to be measured at fair value.
Financial assets are classified as held for trading if they are acquired for the purpose of selling or
repurchasing in the near term. Derivatives, including separated embedded derivatives, are also
classified as held for trading unless they are designated as effective hedging instruments. Financial
assets with cash flows that are not solely payments of principal and interest are classified and
measured at FVPL, irrespective of the business model. Notwithstanding the criteria for debt
instruments to be classified at amortized cost or at FVOCI, as described above, debt instruments may
be designated at FVPL on initial recognition if doing so eliminates, or significantly reduces, an
accounting mismatch.
Financial assets at FVPL are carried in the consolidated statement of financial position at fair value
with net changes in fair value recognized in the consolidated statement of income.
This category includes derivative instruments, financial asset at FVPL and unquoted equity
investments which the Company had not irrevocably elected to classify at FVOCI. Dividends on
listed equity investments are also recognized as other income in the consolidated statement of income
when the right of payment has been established. Prior to January 1, 2018, these financial assets were
also classified as financial assets at FVPL except for the unquoted equity investments which were
classified as AFS investments.
A derivative embedded in a hybrid contract, with a financial liability or non-financial host, is
separated from the host and accounted for as a separate derivative if: the economic characteristics and
risks are not closely related to the host; a separate instrument with the same terms as the embedded
derivative would meet the definition of a derivative; and the hybrid contract is not measured at FVPL.
Embedded derivatives are measured at fair value with changes in fair value recognized in profit or
loss. Reassessment only occurs if there is either a change in the terms of the contract that
significantly modifies the cash flows that would otherwise be required or a reclassification of a
financial asset out of the FVPL category.
A derivative embedded within a hybrid contract containing a financial asset host is not accounted for
separately. The financial asset host together with the embedded derivative is required to be classified
in its entirety as a financial asset at FVPL.
Loans and Receivables (Policy applicable prior to adoption of PFRS 9)
Prior to January 1, 2018, loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. They are not entered into with the
intention of immediate or short-term resale and are not classified as or designated as AFS financial
assets or financial assets at FVPL.
After initial measurement, loans and receivables are carried at amortized cost using the EIR method
less any allowance for impairment. Amortized cost is calculated by taking into account any discount
or premium on acquisition and fees that are not integral part of the EIR. The amortization is included
in “Interest income” account in the consolidated statement of income.
The losses arising from impairment of loans and receivables are recognized in the statement of
income. The level of allowance for impairment losses is evaluated by management on the basis of the
factors that affect the collectibility of accounts. Loans and receivables are classified as current assets
when it is expected to be realized within 12 months after the financial reporting date or within the
normal operating cycle, whichever is longer. Otherwise, these are classified as noncurrent assets.
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- 37 Classified under loans and receivables are cash and cash equivalents, trade and other receivables,
DSRA, short-term investments and long-term receivables.
AFS Investments (Policy applicable prior to adoption of PFRS 9)
Prior to January 1, 2018, AFS investments are those non-derivative financial assets that are
designated as such or are not classified as financial assets designated at FVPL, HTM investments or
loans and receivables. These are purchased and held indefinitely, and may be sold in response to
liquidity requirements or changes in market conditions.
After initial measurement, AFS investments are subsequently measured at fair value with unrealized
gains and losses being recognized as other comprehensive income (OCI) in the “Net accumulated
unrealized gain on available-for-sale investments” account until the investment is disposed of or is
determined to be impaired, at which time the cumulative gain or loss previously recognized in equity
are recognized in the profit or loss. The Company uses the specific identification method in
determining the cost of securities sold. Interest earned on the investments is reported as interest
income using the effective interest rate method. Dividends earned on investment are recognized in
the profit or loss when the right to receive payment has been established.
AFS investments are classified as current if they are expected to be realized within 12 months from
the financial reporting date. Otherwise, these are classified as noncurrent assets.
AFS investments include quoted investments in government securities, government bonds and notes,
corporate bonds, and unquoted securities.
HTM Investments (Policy applicable prior to adoption of PFRS 9)
Prior to January 1, 2018, HTM investments are quoted non-derivative financial assets with fixed or
determinable payments and fixed maturities for which the Company has the positive intention and
ability to hold to maturity. Where the Company sells other than an insignificant amount of HTM
investments, the entire category would be tainted and would have to be reclassified as AFS
investments. Furthermore, the Company would be prohibited to classify any financial assets as HTM
investments for the following two years. After initial measurement, HTM investments are measured
at amortized cost using the effective interest rate method. Amortized cost is calculated by taking into
account any discount or premium on acquisition and fees that are integral part of the effective interest
rate. Gains and losses are recognized in the profit or loss when the HTM investments are
derecognized or impaired, as well as through the amortization process. The effect of restatement of
foreign currency-denominated HTM investments are also recognized in profit or loss.
The Company has no HTM investments as of December 31, 2017.
Impairment of financial assets
Further disclosures relating to impairment of financial assets are also provided in the following notes:
·
·
·

Disclosures for significant assumptions
Debt instruments at FVOCI
Trade and other receivables

Note 3
Note 9
Note 7

Beginning January 1, 2018 upon adoption of PFRS 9, the Company recognizes an allowance for
ECLs for all debt instruments not held at FVPL. ECLs are based on the difference between the
contractual cash flows due in accordance with the contract and all the cash flows that the Company
expects to receive, discounted at an approximation of the original EIR. The expected cash flows will
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- 38 include cash flows from the sale of collateral held or other credit enhancements that are integral to the
contractual terms.
ECLs are recognized in two (2) stages. For credit exposures for which there has not been a
significant increase in credit risk since initial recognition, ECLs are provided for credit losses that
result from default events that are possible within the next 12 months (a 12-month ECL). For those
credit exposures for which there has been a significant increase in credit risk since initial recognition,
a loss allowance is required for credit losses expected over the remaining life of the exposure,
irrespective of the timing of the default (a lifetime ECL).
For trade receivables, the Company applies a simplified approach in calculating ECLs. Therefore, the
Company does not track changes in credit risk, but instead recognizes a loss allowance based on
lifetime ECLs at each reporting date. The Company has established a provision matrix that is based
on its historical credit loss experience, adjusted for forward-looking factors specific to the debtors and
the economic environment.
For debt instruments at FVOCI, the Company applies the low credit risk simplification. At every
reporting date, the Company evaluates whether the debt instrument is considered to have low credit
risk using all reasonable and supportable information that is available without undue cost or effort. In
making that evaluation, the Company reassesses the internal credit rating of the debt instrument. In
addition, the Company considers that there has been a significant increase in credit risk when
contractual payments are more than 30 days past due.
The Company’s debt instruments at FVOCI comprise solely of quoted bonds that are graded in the
top investment category (Very Good and Good) by credit rating agencies such as Moody’s
Corporation (Moody’s) and/or Standard & Poor's Financial Services LLC (S&P), and, therefore, are
considered to be low credit risk investments. It is the Company’s policy to measure ECLs on such
instruments on a 12-month basis. However, when there has been a significant increase in credit risk
since origination, the allowance will be based on the lifetime ECL. The Company uses the ratings
from Moody’s and/or S&P both to determine whether the debt instrument has significantly increased
in credit risk and to estimate ECLs.
The Company considers a financial asset in default when contractual payments are 90 days past due.
However, in certain cases, the Company may also consider a financial asset to be in default when
internal or external information indicates that the Company is unlikely to receive the outstanding
contractual amounts in full before taking into account any credit enhancements held by the Company.
A financial asset is written off when there is no reasonable expectation of recovering the contractual
cash flows.
Prior to adoption of PFRS 9, the Company assesses at each reporting date whether there is an
objective evidence that a financial or group of financial asset is impaired. A financial asset or a group
of financial assets is deemed to be impaired, if and only if, there is objective evidence of impairment
as a result of one or more events that occurred after the initial recognition of the asset (an incurred
loss event) and that loss event has an impact on the estimated future cash flows of the financial asset
or a group of financial assets that can be reliably estimated. Objective evidence of impairment may
include indications that the borrower or a group of borrowers is experiencing significant financial
difficulty, default or delinquency in interest or principal payments, the probability that they will enter
bankruptcy or other financial reorganization and where observable data indicate that there is
measurable decrease in the estimated future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.
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- 39 The Company triggers its assessment whether its financial asset is in default when contractual
payments are past due. However, in certain cases, the Company may also consider a financial asset to
be in default when internal or external information indicates that the Company is unlikely to receive
the outstanding contractual amounts in full before taking into account any credit enhancements held
by the Company.
In the case of equity investments classified as AFS, impairment indicators would include a significant
or prolonged decline in the fair value of the investments below its cost. Where there is evidence of
impairment, the cumulative loss, measured as the difference between the acquisition cost and the
current fair value, less any impairment loss on that financial asset previously recognized in profit or
loss, is removed from equity and recognized in profit or loss. Impairment losses on equity
investments are not reversed through the profit or loss. Increases in fair value after impairment are
recognized directly in the OCI.
In the case of debt instruments classified as AFS investments, impairment is assessed based on the
same criteria as financial assets carried at amortized cost. Future interest income is based on the
reduced carrying amount and is accrued based on the rate of interest used to discount future cash
flows for the purpose of measuring impairment loss. Such accrual is recorded as part of “Interest
income” in the consolidated statement of income. If, in a subsequent year, the fair value of a debt
instrument increases and that increase can be objectively related to an event occurring after the
impairment loss was recognized in profit or loss, the impairment loss is reversed through profit or
loss.
Derecognition
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is primarily derecognized (i.e., removed from the Company’s consolidated statement
of financial position) when:
· The rights to receive cash flows from the asset have expired; or
· The Company has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
‘pass-through’ arrangement; and either (a) the Company has transferred substantially all the risks
and rewards of the asset, or (b) the Company has neither transferred nor retained substantially all
the risks and rewards of the asset, but has transferred control of the asset.
When the Company has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of
ownership. When it has neither transferred nor retained substantially all of the risks and rewards of
the asset, nor transferred control of the asset, the Company continues to recognize the transferred
asset to the extent of its continuing involvement. In that case, the Company also recognizes an
associated liability. The transferred asset and the associated liability are measured on a basis that
reflects the rights and obligations that the Company has retained.
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration that
the Company could be required to repay.
Write-offs
The Company’s write-off policy under PFRS 9 remained the same as it was under PAS 39. A
financial asset together with the associated allowance is written off either partially or in their entirety
when there is no realistic prospect of future recovery.
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Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as financial liabilities at FVPL, loans and
borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate.
All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings,
and payables, net of directly attributable transaction costs.
Beginning January 1, 2018 upon adoption of PFRS 9, the Company’s financial liabilities which
include trade and other payables, due to related parties, lease liability and long-term debts are
classified as loans and borrowings. Prior to adoption of PFRS 9, these were classified as other
financial liabilities.
Subsequent measurement
The measurement of financial liabilities depends on their classification, as described below:
Financial liabilities at FVPL
Financial liabilities at FVPL include financial liabilities held for trading and financial liabilities
designated upon initial recognition as at FVPL.
Financial liabilities are classified as held for trading if they are incurred for the purpose of
repurchasing in the near term. This category also includes derivative financial instruments entered
into by the Company that are not designated as hedging instruments in hedge relationships as defined
by PFRS 9. Separated embedded derivatives are also classified as held for trading unless they are
designated as effective hedging instruments.
Gains or losses on liabilities held for trading are recognized in the consolidated statement of income.
Financial liabilities designated upon initial recognition at FVPL are designated at the initial date of
recognition, and only if the criteria in PFRS 9 are satisfied. The Company has not designated any
financial liability as at FVPL.
Loans and borrowings
After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the EIR method. Gains and losses are recognized in profit or loss when the
liabilities are derecognized as well as through the EIR amortization process.
Amortized cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the EIR. The EIR amortization is included as finance costs in the
consolidated statement of income.
Prior to adoption of PFRS 9, the Company categorizes its financial liabilities as other financial
liabilities.
This category is applied for those issued financial liabilities or their components where the substance
of the contractual arrangement results in the Company having an obligation either to deliver cash or
another financial asset to the holder, or to satisfy the obligation other than by the exchange of a fixed
amount of cash or another financial asset for a fixed number of own equity shares, which are not
designated as financial liabilities at FVPL.

*SGVFS039100*

- 41 Derecognition
A financial liability is derecognized when the obligation under the liability is discharged or cancelled
or expires. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as the derecognition of the original liability and the recognition of
a new liability. The difference in the respective carrying amounts is recognized in the consolidated
statement of income.
Offsetting Financial Instruments
Financial assets and financial liabilities are offset and the net amount reported in the consolidated
statement of financial position, if and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the asset and settle
the liability simultaneously.
Fair Value of Financial Instruments
The Company measures financial instruments, such as derivatives, financial assets at FVPL, financial
assets at FVOCI and AFS investments, at fair value at each reporting date.
Fair value is the estimated price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the liability
takes place either:
·
·

In the principal market for the asset or liability, or
In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to by the Company.
The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
best interest.
The Company uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable inputs
and minimizing the use of unobservable inputs.
All assets and liabilities for which fair value is measured or disclosed in the consolidated financial
statements are categorized within the fair value hierarchy, described as follows, based on the lowest
level input that is significant to the fair value measurement as a whole:
·
·
·

Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities
Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable
Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognized in the consolidated financial statements on a recurring
basis, the Company determines whether transfers have occurred between levels in the hierarchy by
re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.
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Where the transaction price in a non-active market is different from the fair value of other observable
current market transactions in the same instrument or based on a valuation technique whose variables
include only data from observable market, the Company recognizes the difference between the
transaction price and fair value (a “Day 1” difference) in profit or loss unless it qualifies for
recognition as some other type of asset. In cases where use is made of data which is not observable,
the difference between the transaction price and model value is only recognized in profit or loss when
the inputs become observable or when the instrument is derecognized. For each transaction, the
Company determines the appropriate method of recognizing the “Day 1” difference amount.
Derivative Financial Instruments and Hedge Accounting
Initial recognition and subsequent measurement
The Company uses cross-currency swaps, interest rate swaps and forwards to manage its interest rate
and foreign currency risk exposures in its US dollar-denominated loans. Accrual of interest on the
received and pay legs of the interest rate swaps are recorded as adjustments to the interest expense on
the related foreign currency-denominated loans. Accrual of interest on the pay legs of the various
currency swaps are recognized in the consolidated statements of income as “Interest expense”.
Derivative financial instruments are initially recognized at fair value on the date on which a derivative
contract is entered into and are subsequently re-measured at fair value. Derivatives are carried as
assets when the fair value is positive and as liabilities when the fair value is negative. Any gains or
losses arising from changes in fair value on derivatives that do not qualify for hedge accounting are
taken directly to the profit or loss.
For the purpose of hedge accounting, derivatives can be designated as cash flow hedges or fair value
hedges, depending on the type of risk exposure.
At the inception of a hedge relationship, the Company formally designates and documents the hedge
relationship to which the Company wishes to apply hedge accounting and the risk management
objective and strategy for undertaking the hedge. Prior to adoption of PFRS 9, the documentation
includes identification of the hedging instrument, the hedged item or transaction, the nature of the risk
being hedged and how the entity will assess the hedging instrument’s effectiveness in offsetting the
exposure to changes in the hedged item’s fair value or cash flows attributable to the hedged risk.
Such hedges are expected to be highly effective in achieving offsetting changes in fair value or cash
flows and are assessed on an ongoing basis to determine that they actually have been highly effective
throughout the financial reporting periods for which they were designated.
Beginning January 1, 2018 upon adoption of PFRS 9, the documentation includes identification of the
hedging instrument, the hedged item, the nature of the risk being hedged and how the Company will
assess whether the hedging relationship meets the hedge effectiveness requirements (including the
analysis of sources of hedge ineffectiveness and how the hedge ratio is determined). A hedging
relationship qualifies for hedge accounting if it meets all of the following effectiveness requirements:
· There is ‘an economic relationship’ between the hedged item and the hedging instrument.
· The effect of credit risk does not ‘dominate the value changes’ that result from that economic
relationship.
· The hedge ratio of the hedging relationship is the same as that resulting from the quantity of the
hedged item that the Company actually hedges and the quantity of the hedging instrument that the
Company actually uses to hedge that quantity of hedged item.
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below:
Fair Value Hedges
The change in the fair value of a hedging instrument is recognized in profit or loss as other expense.
The change in the fair value of the hedged item attributable to the risk hedged is recorded as part of
the carrying value of the hedged item and is also recognized in the consolidated statement of income
as other expense.
For fair value hedges relating to items carried at amortized cost, any adjustment to carrying value is
amortized through profit or loss over the remaining term of the hedge using the EIR method. The
EIR amortization may begin as soon as an adjustment exists and no later than when the hedged item
ceases to be adjusted for changes in its fair value attributable to the risk being hedged.
If the hedged item is derecognized, the unamortized fair value is recognized immediately in profit or
loss.
When an unrecognized firm commitment is designated as a hedged item, the subsequent cumulative
change in the fair value of the firm commitment attributable to the hedged risk is recognized as an
asset or liability with a corresponding gain or loss recognized in profit or loss.
Cash Flow Hedges
The effective portion of the gain or loss on the hedging instrument is recognized in OCI in the cash
flow hedge reserve, while any ineffective portion is recognized immediately in the consolidated
statement of income. The cash flow hedge reserve is adjusted to the lower of the cumulative gain or
loss on the hedging instrument and the cumulative change in fair value of the hedged item.
In 2014, EBWPC designated its interest rate swaps as cash flow hedges for its exposure on interest
rate risks on portions of its floating rate US$150 million ECA and US$37.5 million Commercial Debt
Facilities that is benchmarked against US LIBOR (see Notes 17 and 31). In 2018 and 2017, the
Parent Company designated its call spread swaps as cash flow hedges for its exposures on its
$80.0 million term loan that is benchmarked against US LIBOR.
The amounts accumulated in OCI are accounted for, depending on the nature of the underlying
hedged transaction. If the hedged transaction subsequently results in the recognition of a
non-financial item, the amount accumulated in equity is removed from the separate component of
equity and included in the initial cost or other carrying amount of the hedged asset or liability. This is
not a reclassification adjustment and will not be recognized in OCI for the period. This also applies
where the hedged forecast transaction of a non-financial asset or non-financial liability subsequently
becomes a firm commitment for which fair value hedge accounting is applied.
For any other cash flow hedges, the amount accumulated in OCI is reclassified to profit or loss as a
reclassification adjustment in the same period or periods during which the hedged cash flows affect
profit or loss.
If cash flow hedge accounting is discontinued, the amount that has been accumulated in OCI must
remain in accumulated OCI if the hedged future cash flows are still expected to occur. Otherwise, the
amount will be immediately reclassified to profit or loss as a reclassification adjustment. After
discontinuation, once the hedged cash flow occurs, any amount remaining in accumulated OCI must
be accounted for depending on the nature of the underlying transaction as described above.

*SGVFS039100*

- 44 Embedded Derivatives
An embedded derivative is a component of a hybrid (combined) instrument that also includes a
non-derivative host contract with the effect that some of the cash flows of the combined instrument
vary in a way similar to a stand-alone derivative. The Company assesses whether embedded
derivatives are required to be separated from the host contracts when the Company first becomes
party to the contract. An embedded derivative is separated from the hybrid or combined contract if
all the following conditions are met:
(a) the economic characteristics and risks of the embedded derivative are not clearly and closely
related to the economic characteristics and risks of the host contract;
(b) a separate instrument with the same terms as the embedded derivative would meet the definition
of a derivative; and
(c) the hybrid instrument is not recognized at FVPL.
Subsequent reassessment is prohibited unless there is a change in the terms of the contract that
significantly modifies the cash flows that otherwise would be required under the contract, in which
case reassessment is required. The Company determines whether a modification to cash flows is
significant by considering the extent to which the expected future cash flows associated with the
embedded derivative, the host contract or both have changed and whether the change is significant
relative to the previously expected cash flows on the contract.
Retirement and Other Post-employment Benefits
The Company maintains funded, non-contributory defined benefits retirement plans. The Company
also provides post-employment medical and life insurance benefits which are unfunded.
The Company recognizes the net defined benefit liability or asset which is the aggregate of the
present value of the defined benefit obligation at the end of the reporting period reduced by the fair
value of plan assets (if any), adjusted for any effect of limiting a net defined benefit asset to the asset
ceiling. The asset ceiling is the present value of any economic benefits available in the form of
refunds from the plan or reductions in future contributions to the plan.
The cost of providing benefits under the defined benefit plans is actuarially determined using the
projected unit credit method.
Defined benefit costs comprise the following:
· Service cost
· Net interest on the net defined benefit liability or asset
· Remeasurements of net defined benefit liability or asset
Service costs which include current service costs, past service costs and gains or losses on
non-routine settlements are recognized as expense in profit or loss. Past service costs are recognized
when plan amendment or curtailment occurs. These amounts are calculated periodically by
independent qualified actuaries.
Net interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time which is determined by applying
the discount rate based on government bonds to the net defined benefit liability or asset. Net interest
on the net defined benefit liability or asset is recognized as expense or income in profit or loss.
Remeasurements comprising actuarial gains and losses, return on plan assets and any change in the
effect of the asset ceiling (excluding net interest on defined benefit liability) are recognized
immediately in the consolidated statement of financial position with a corresponding debit or credit to
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Remeasurements are not reclassified to profit or loss in subsequent periods, but are closed directly to
retained earnings at the end of every reporting period.
Plan assets are assets that are held by a long-term employee benefit fund or qualifying insurance
policies. Plan assets are not available to the creditors of the Company, nor can they be paid directly
to the Company. Fair value of plan assets is based on market price information. When no market
price is available, the fair value of plan assets is estimated by discounting expected future cash flows
using a discount rate that reflects both the risk associated with the plan assets and the maturity or
expected disposal date of those assets (or, if they have no maturity, the expected period until the
settlement of the related obligations). If the fair value of the plan assets is higher than the present
value of the defined benefit obligation, the measurement of the resulting defined benefit asset is
limited to the present value of economic benefits available in the form of refunds from the plan or
reductions in future contributions to the plan.
The Company’s right to be reimbursed of some or all of the expenditure required to settle a defined
benefit obligation is recognized as a separate asset at fair value when and only when reimbursement is
virtually certain.
Termination Benefits
Termination benefits are employee benefits provided in exchange for the termination of an
employee’s employment as a result of an entity’s decision to terminate an employee’s employment
before the normal retirement date for authorized causes under the Labor Code.
A liability and expense for a termination benefit is recognized at the earlier of when the entity can no
longer withdraw the offer of those benefits and when the entity recognizes related restructuring costs.
Initial recognition and subsequent changes to termination benefits are measured in accordance with
the nature of the employee benefit, as either post-employment benefits, short-term employee benefits,
or other long-term employee benefits.
Provisions
Provision for Rehabilitation and Restoration Costs
Provision for rehabilitation and restoration costs arose from the Company’s obligation under the
GRESCs and WESC to restore the existing sites of the Company upon termination of the cooperation
period. The nature of these activities includes plugging of drilled wells and restoration of pads and
road networks. When the liability is initially recognized, the present value of the estimated costs is
capitalized as part of the carrying amount of the related “FCRS and production wells” and “Power
Plants” under property, plant and equipment, and exploration and evaluation assets. Provision for
rehabilitation and restoration costs are provided at the present value of expected costs to settle the
obligation using estimated cash flows.
The amount of provision for rehabilitation and restoration costs in the consolidated statement of
financial position is increased by the accretion expense recognized in profit or loss using the effective
interest method. The periodic unwinding of the discount is recognized in the consolidated statement
of income as “Interest expense”.
For closed sites or areas, changes to estimated costs are recognized immediately in profit or loss.
Decrease in rehabilitation and restoration costs that exceeds the carrying amount of the corresponding
rehabilitation asset is recognized immediately in profit or loss.
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appropriate. Changes in the estimated future costs or in the discount rate applied are added to or
deducted from the cost of the related asset.
Other Provisions
Provisions are recognized when (i) the Company has a present obligation (legal or constructive) as a
result of a past event; (ii) it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation; and (iii) a reliable estimate can be made of the amount of the
obligation. Where the Company expects some or all of a provision to be reimbursed, for example,
under an insurance contract, the reimbursement is recognized as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in profit or
loss, net of any reimbursement.
If the effect of the time value of money is material, provisions are discounted using a pre-tax rate that
reflects, where appropriate, the risks specific to the liability. When discounting is used, the increase
in the provision due to the passage of time is recognized as “Interest expense” in the consolidated
statement of income.
Contingencies
Contingent liabilities are not recognized in the consolidated financial statements. These are disclosed
unless the possibility of an outflow of resources embodying economic benefits is remote. Contingent
assets are not recognized in the consolidated financial statements but disclosed when an inflow of
economic benefits is probable.
Capital Stock
Capital stock is measured at par value for all shares issued. When the Parent Company issues more
than one (1) class of stock, a separate account is maintained for each class of stock and the number of
shares issued. Capital stock includes common stock and preferred stock.
When the shares are sold at premium, the difference between the proceeds and the par value is
credited to the “Additional paid-in capital” (APIC) account. When shares are issued for a
consideration other than cash, the proceeds are measured by the fair value of the consideration
received. In case the shares are issued to extinguish or settle the liability of the Parent Company, the
shares shall be measured either at the fair value of the shares issued or fair value of the liability
settled, whichever is more reliably determinable.
Direct costs incurred related to equity issuance, such as underwriting, accounting and legal fees,
printing costs and taxes are chargeable to the APIC account. If APIC is not sufficient, the excess is
charged against the “Equity reserve” account.
Treasury Stock
The Parent Company’s own equity instruments that are reacquired (treasury stock) are recognized at
cost and deducted from equity. No gain or loss is recognized in profit or loss on the purchase, sale,
issue or cancellation of the Parent Company’s own equity instruments. Any difference between the
carrying amount and the consideration, if reissued, is recognized in APIC. Share options exercised
during the reporting period are satisfied with treasury stock.
Common Shares in Employee Trust Account
Common shares in the employee trust account, which consist of common shares irrevocably assigned
to the Banco de Oro Trust and Investment Group (BDO Trust) account, are recognized at the amount
at which such common shares were reacquired by the Parent Company for the purpose of its
executive/employee stock grant or such similar plans, and proportionately reduced upon vesting of
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is shown as a separate line item in the equity section of the consolidated statement of financial
position.
Employee Stock Ownership Plan
Awards granted under the employee stock option plan of the Parent Company are accounted for as
equity-settled transactions. The cost of equity-settled transaction is measured by reference to the fair
value of the equity instruments at the date it is granted. Such cost, together with a corresponding
increase in equity, is recognized over the period in which the performance and/or service conditions
are fulfilled ending on the date on which the grantee becomes fully entitled to the award (“vesting
date”). The cumulative expense recognized for equity-settled transactions at each financial reporting
date until the vesting date reflects the extent to which the vesting period has expired, as well as the
Parent Company’s best estimate of the number of equity instruments that will ultimately vest. No
expense is recognized for awards that do not ultimately vest, except for awards where vesting is
conditional upon a market or non-vesting condition, in which, awards are treated as vesting
irrespective of whether or not the market or non-vesting condition is satisfied, provided that all other
performance conditions are satisfied.
Where the terms of an equity-settled award are modified, the minimum expense recognized is the
expense had the terms not been modified, if the original terms of the award are met. An additional
expense is recognized for any modification which increases the total fair value of the share-based
payment transaction or which is otherwise beneficial to the employee as measured at the date of
modification.
Where an equity-settled award is cancelled, it is treated as if it vested on the date of cancellation, and
any expense not yet recognized for the award is recognized immediately. This includes any award
where non-vesting conditions within the control of either the Parent Company or the employee are not
met. However, if a new award is substituted for the cancelled award and designated as a replacement
award on the date that it is granted, the cancelled and new awards are treated as if they were a
modification of the original award.
Retained Earnings
The amount included in retained earnings includes profit or loss attributable to EDC Group’s equity
holders and reduced by dividends on capital stock. Dividends on capital stock are recognized as a
liability and deducted from equity when they are declared by the Parent Company’s BOD. Dividends
for the year that are approved after the financial reporting date are dealt with as an event after the
financial reporting date. The remeasurement gains and losses on retirement benefits are also included
in the amount of retained earnings.
Retained earnings may also include the effect of changes in accounting policies as may be required by
the standards’ transitional provisions.
Portions of the retained earnings are restricted from being declared as dividend such as (1) amount
pertaining to the treasury stocks; and (2) remeasurement gains on retirement benefits.
Dividend on Preferred and Common Stocks
EDC Group may pay dividends in cash or by the issuance of shares of stock. Cash and property
dividends are subject to the approval of the BOD, while stock dividends are subject to approval by the
BOD, at least two-thirds of the outstanding capital stock of the shareholders at a shareholders’
meeting called for such purpose, and by the Philippine SEC. EDC Group may declare dividends only
out of its unrestricted retained earnings.
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deducted from equity when declared. Stock dividends are treated as transfers from retained earnings
to APIC.
Leases
Accounting policy applicable before adoption of PFRS 16
The determination of whether an arrangement is (or contains) a lease is based on the substance of the
arrangement at the inception. The arrangement is, or contains, a lease if fulfilment of the arrangement
is dependent on the use of a specific asset or assets and the arrangement conveys a right to use the
asset or assets, even if that right is not explicitly specified in an arrangement.
Company as a Lessee
A lease is classified at the inception date as a finance lease or an operating lease. A lease that
transfers substantially all the risks and rewards incidental to ownership of the leased item to the
Company is classified as a finance lease.
Finance leases are capitalized at the commencement of the lease at the inception date fair value of the
leased property or, if lower, at the present value of the minimum lease payments. Lease payments are
apportioned between finance charges and reduction of the lease liability so as to achieve a constant
rate of interest on the remaining balance of the liability. Finance charges are recognized in finance
costs in profit or loss.
A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable
certainty that the Company will obtain ownership by the end of the lease term, the asset is depreciated
over the shorter of the estimated useful life of the asset and the lease term.
Operating lease payments are recognized as expense in profit or loss on a straight-line basis over the
lease term.
Company as a Lessor
Leases in which the Company does not transfer substantially all the risks and rewards of ownership of
an asset are classified as operating leases. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased asset and recognized over the lease
term on the same basis as rental income. Contingent rents are recognized as revenue in the period in
which they are earned.
Accounting policy applicable after adoption of PFRS 16
The Company assesses at contract inception all arrangements to determine whether it is, or contains, a
lease. That is, if the contract conveys the right to control the use of an identified asset for a period of
time in exchange for consideration.
Company as a Lessee
The Company applies a single recognition and measurement approach for all leases, except for
short-term leases and leases of low-value assets. The Company recognizes lease liabilities to make
lease payments and right-of-use assets representing the right to use the underlying assets.
i) Right-of-Use Assets
Refer to Property, Plant and Equipment policy.
ii) Lease Liabilities
At the commencement date of the lease, the Company recognizes lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include fixed
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payments that depend on an index or a rate, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price of a purchase option reasonably
certain to be exercised by the Company and payments of penalties for terminating the lease, if the
lease term reflects the Company exercising the option to terminate. Variable lease payments that do
not depend on an index or a rate are recognized as expenses (unless they are incurred to produce
inventories) in the period in which the event or condition that triggers the payment occurs.
In calculating the present value of lease payments, the Company uses its incremental borrowing rate
at the lease commencement date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of lease liabilities is increased to reflect the
accretion of interest and reduced for the lease payments made. In addition, the carrying amount of
lease liabilities is remeasured if there is a modification, a change in the lease term, a change in the
lease payments (e.g., changes to future payments resulting from a change in an index or rate used to
determine such lease payments) or a change in the assessment of an option to purchase the underlying
asset.
iii) Short-term Leases and Leases of Low-value Assets
The Company applies the short-term lease recognition exemption to its short-term leases (i.e., those
leases that have a lease term of 12 months or less from the commencement date and do not contain a
purchase option). It also applies the lease of low-value assets recognition exemption to leases of
assets that are considered to be low value. Lease payments on short-term leases and leases of low
value assets are recognized as expense on a straight-line basis over the lease term.
Company as a Lessor
Lessor accounting under PFRS 16 is substantially unchanged from PAS 17. The Company will
continue to classify leases as either operating or finance leases using similar principles as in PAS 17.
Leases in which the Company does not transfer substantially all the risks and rewards of ownership of
an asset are classified as operating leases. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased asset and recognized over the lease
term on the same basis as rental income. Contingent rents are recognized as revenue in the period in
which they are earned.
Revenue Recognition
Revenue from Contracts with Customers (Applicable after adoption of PFRS 15)
The Company has contracts with customers in the form of PSAs, ASPAs, RSCs, sale of electricity to
spot market and sale of electricity covered by the feed-in-tariff scheme. Beginning January 1, 2019,
upon adoption of PFRS 16, EDC’s PPAs with NPC, which were previously considered as operating
leases based on the requirements of PAS 17 and Philippine Interpretation IFRIC-4, are now presented
as part of “Revenue from contracts with customer” accounted under PFRS 15.
Revenue from contracts with customers is consummated whenever the electricity generated by the
Company is transmitted through the transmission line designated by the buyer, for a consideration.
Revenues from sale of electricity using hydroelectric and geothermal power are based on sales price
and are composed of generation fees from spot market sales to the WESM, PSAs with various
customers such as distribution utilities, electric cooperatives and industrial customers, and PPAs with
NPC (upon adoption of PFRS 16). Revenue from sale of electricity using wind and solar power is
based on the applicable FIT rate as approved by the Energy Regulatory Commission (ERC). Revenue
from sale of electricity is recognized monthly based on the actual energy delivered.
Meanwhile, revenue from sale of electricity through ancillary services to the NGCP is recognized
monthly based on the capacity scheduled and/or dispatched and provided. For RSCs, revenue from
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contestable customers and is recognized monthly based on the actual energy delivered. The basic
energy charges for each billing period are inclusive of generation charge and retail supply charge.
The revenues, which correspond to the amount billed monthly, are presented as “Revenue from
contracts with customers” in the consolidated statement of income for the year ended
December 31, 2018. Prior to the adoption of PFRS 15, the Company presents these revenues as
“Revenue from sale of electricity” in the consolidated statement of income for the year ended
December 31, 2017 (see Notes 5 and 21).
The Company has concluded that it is acting as a principal in all its revenue arrangements since it is
the primary obligor in all the revenue arrangements, has pricing latitude and is also exposed to credit
risks.
The disclosures of significant accounting judgments, estimates and assumptions relating to revenue
from contracts with customers are provided in Note 3.
Revenue from Sale of Electricity Under Contracts Outside the Scope of PFRS 15
(Applicable after adoption of PFRS 15)
Revenue from sale of electricity under contracts outside the scope of PFRS 15 is based on the PPAs
of EDC with NPC. These contracts qualify as leases on the basis that EDC sell all of its output to
NPC.
Beginning January 1, 2019, upon adoption of PFRS 16, EDC’s PPAs with NPC which were
previously considered as operating leases based on the requirements of PAS 17 and Philippine
Interpretation IFRIC-4, are now presented as part of “Revenue from contracts with customer”
accounted under PFRS 15.
These agreements call for a take-and/or-pay arrangement where payment is made principally on the
basis of the availability of the power plant and is recognized monthly based on energy made
available. These arrangements are determined to be operating leases where a significant portion of
the risks and benefits of ownership of the assets are retained by EDC (see Note 3).
Revenue from Sale of Electricity (Applicable prior to adoption of PFRS 15)
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measure, regardless of when the payment is being made.
Revenue is measured at the fair value of the consideration received or receivable, taking into account
contractually defined terms of payment and excluding taxes or duty. The Company assesses its
revenue arrangements against specific criteria in order to determine if it is acting as principal or agent.
The Company has concluded that it is acting as a principal in all its revenue arrangements since it is
the primary obligor in all the revenue arrangements, has pricing latitude and is also exposed to credit
risks.
Revenue from sale of electricity is consummated whenever the electricity generated by the Company
is transmitted through the transmission line designated by the buyer, for a consideration.
Revenue from sale of electricity using hydroelectric and geothermal power is based on sales price and
is composed of generation fees from spot sales to the WESM and PSCs/PSAs/PPAs with various
customers. Revenue from sale of electricity using wind and solar power is based on the applicable
FIT rates as approved by the ERC. Revenue from sale of electricity is recognized monthly based on
the actual energy delivered. Meanwhile, revenue from sale of electricity through ancillary services to
the National Grid Corporation of the Philippines (NGCP) is recognized monthly based on the
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Contracts (RSCs), revenue is composed of generation charge from monthly energy supply with
various contestable customers and is recognized monthly based on the actual energy delivered. The
basic energy charges for each billing period are inclusive of generation charge and retail supply
charge.
Dividend Income
Revenue is recognized when the Company’s right to receive the payment is established.
Interest Income
Interest income is recognized as interest accrues, using the EIR method.
Costs of Sale of Electricity
These include expenses incurred by the departments directly responsible for the generation of
revenues from electricity (i.e., Plant Operations, Production, Maintenance, Transmission and
Dispatch, Wells Drilling and Maintenance Department) at operating project locations. Costs of sales
of electricity are expensed when incurred.
General and Administrative Expenses
General and administrative expenses constitute cost of administering the business and normally
include the expenses incurred by the departments in the Head Office (i.e., Management and Services,
and Project Location’s Administrative Services Department). General and administrative expenses
are expensed when incurred.
Income from Insurance Claims
Income from insurance claims are recognized in other income and are recognized only when receipt is
virtually certain.
Borrowing Costs
Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, are added to the cost of the assets, until such time that the assets are substantially ready for
their intended use or sale, which necessarily take a substantial period of time. Income earned on
temporary investment of specific borrowings, pending the expenditure on qualifying assets, is
deducted from the borrowing costs eligible for capitalization. Borrowing costs include interest
charges and other costs incurred in connection with the borrowing of funds, as well as exchange
differences arising from foreign currency borrowings used to finance the project to the extent that
they are regarded as an adjustment to interest costs. All other borrowing costs are recognized in
profit or loss in the period in which they are incurred.
Taxes
Current Tax
Current tax assets and liabilities for the current and prior periods are measured at the amount expected
to be recovered from or paid to the taxation authority. The tax rates and tax laws used to compute the
amount are those that are enacted or substantively enacted as at the financial reporting date.
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Deferred tax is provided using the balance sheet liability method on temporary differences at the
financial reporting date between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes. Deferred tax liabilities are recognized for all taxable temporary
differences, except:
·

where the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

·

in respect of taxable temporary differences associated with investments in subsidiaries, associates
and interests in joint ventures, where the timing of the reversal of the temporary differences can
be controlled and it is probable that the temporary differences will not reverse in the foreseeable
future.

Deferred tax assets are recognized for all deductible temporary differences, carryforward benefits of
unused tax credits and unused tax losses [i.e., net operating loss carry-over (NOLCO)], to the extent
that it is probable that sufficient taxable profits will be available against which the deductible
temporary differences, and the carryforward benefits of unused tax credits and unused tax losses can
be utilized except:
·

where the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor taxable profit or loss; and

·

in respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred tax assets are recognized only to the extent that
it is probable that the temporary differences will reverse in the foreseeable future and sufficient
taxable profits will be available against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each financial reporting date and reduced to
the extent that it is no longer probable that sufficient future taxable profits will be available to allow
all or part of the deferred income tax asset to be utilized. Unrecognized deferred tax assets are
reassessed at each financial reporting date and are recognized to the extent that it has become
probable that sufficient future taxable profits will allow the deferred tax assets to be recovered.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted as at the financial reporting date.
Deferred tax relating to items recognized outside profit or loss is recognized outside profit or loss.
Deferred tax items are recognized in correlation to the underlying transactions either in OCI or
directly in equity. Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable
right exists to offset current tax assets against current tax liabilities and the deferred taxes relate to the
same taxable entity and the same taxation authority.
VAT

Revenues, expenses, and assets are recognized net of the amount of VAT, if applicable.
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purchases of goods or services (input VAT), the excess is recognized as payable in the consolidated
statement of financial position. When VAT passed on from purchases of goods or services (input
VAT) exceeds VAT from sales of goods and/or services (output VAT), the excess is recognized as an
asset in the consolidated statement of financial position to the extent of the recoverable amount.
Earnings Per Share (EPS)
Basic EPS is computed by dividing net income for the year attributable to common shareholders of
the Parent Company with the weighted average number of common shares outstanding during the
year, after giving retroactive effect to any stock dividends or stock splits, if any, declared during the
year.
Diluted EPS is computed in the same manner, with the net income for the year attributable to
common shareholders of the Parent Company and the weighted average number of common shares
outstanding during the year, adjusted for the effect of all dilutive potential common shares.
As of December 31, 2019, 2018 and 2017, the Company does not have any dilutive potential common
shares. Hence, diluted EPS is the same as basic EPS.
Operating Segments
The Company’s operating businesses are organized and managed separately according to the
geographical segments. The Company’s identified operating segments are consistent with the
segments reported to the BOD which is the Company’s Chief Operating Decision Maker (CODM).
Financial information on the operating segment is presented in Note 5 to the consolidated financial
statements.
Events After the Financial Reporting Date
Events after the financial reporting date that provide additional information about the Company’s
financial position at the financial reporting date (adjusting events) are reflected in the consolidated
financial statements. Events after the financial reporting period that are not adjusting events are
disclosed in the notes to the consolidated financial statements.
Future Changes in Accounting Policies
Pronouncements issued but not yet effective are listed below. Unless otherwise indicated, the
Company does not expect that the future adoption of the said pronouncements to have a significant
impact on its consolidated financial statements. The Company intends to adopt the following
pronouncements when they become effective.
Effective beginning on or after January 1, 2020
·

Amendments to PFRS 3, Definition of a Business
The amendments to PFRS 3 clarify the minimum requirements to be a business, remove the
assessment of a market participant’s ability to replace missing elements, and narrow the definition
of outputs. The amendments also add guidance to assess whether an acquired process is
substantive and add illustrative examples. An optional fair value concentration test is introduced
which permits a simplified assessment of whether an acquired set of activities and assets is not a
business.
An entity applies those amendments prospectively for annual reporting periods beginning on or
after January 1, 2020, with earlier application permitted.
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·

Amendments to PAS 1, Presentation of Financial Statements, and PAS 8, Accounting Policies,
Changes in Accounting Estimates and Errors, Definition of Material
The amendments refine the definition of material in PAS 1 and align the definitions used across
PFRSs and other pronouncements. They are intended to improve the understanding of the
existing requirements rather than to significantly impact an entity’s materiality judgments.
An entity applies those amendments prospectively for annual reporting periods beginning on or
after January 1, 2020, with earlier application permitted.

Effective beginning on or after January 1, 2021
·

PFRS 17, Insurance Contracts
PFRS 17 is a comprehensive new accounting standard for insurance contracts covering
recognition and measurement, presentation and disclosure. Once effective, PFRS 17 will replace
PFRS 4, Insurance Contracts. This new standard on insurance contracts applies to all types of
insurance contracts (i.e., life, non-life, direct insurance and re-insurance), regardless of the type of
entities that issue them, as well as to certain guarantees and financial instruments with
discretionary participation features. A few scope exceptions will apply.
The overall objective of PFRS 17 is to provide an accounting model for insurance contracts that is
more useful and consistent for insurers. In contrast to the requirements in PFRS 4, which are
largely based on grandfathering previous local accounting policies, PFRS 17 provides a
comprehensive model for insurance contracts, covering all relevant accounting aspects.
The core of PFRS 17 is the general model, supplemented by:
• A specific adaptation for contracts with direct participation features (the variable fee
approach)
• A simplified approach (the premium allocation approach) mainly for short-duration contracts
PFRS 17 is effective for reporting periods beginning on or after January 1, 2021, with
comparative figures required. Early application is permitted.
The amendments are not expected to have any impact on the Company’s consolidated financial
statements.

Deferred effectivity
·

Amendments to PFRS 10, Consolidated Financial Statements, and PAS 28, Sale or Contribution
of Assets between an Investor and its Associate or Joint Venture
The amendments address the conflict between PFRS 10 and PAS 28 in dealing with the loss of
control of a subsidiary that is sold or contributed to an associate or joint venture. The
amendments clarify that a full gain or loss is recognized when a transfer to an associate or joint
venture involves a business as defined in PFRS 3. Any gain or loss resulting from the sale or
contribution of assets that does not constitute a business, however, is recognized only to the
extent of unrelated investors’ interests in the associate or joint venture.

*SGVFS039100*

- 55 On January 13, 2016, the Financial Reporting Standards Council deferred the original effective
date of January 1, 2016 of the said amendments until the International Accounting Standards
Board (IASB) completes its broader review of the research project on equity accounting that may
result in the simplification of accounting for such transactions and of other aspects of accounting
for associates and joint ventures.
5. Operating Segment Information
The Company’s operating segments are determined based on geographical segment, with each
segment representing a strategic business location that has similar economic and political conditions,
proximity of operations and specific risks associated with operations in a particular area.
The Company’s identified reportable segments below are consistent with the segments reported to the
BOD, which is the CODM of the Company.
a. Leyte Geothermal Facilities - This segment pertains to Leyte Geothermal Production Field and
Power Plants. This includes projects in Tongonan, Mahanagdong, Upper Mahiao, Malitbog,
ULGEI and other projects in Leyte Province.
b. Negros Island Geothermal Facility - This segment refers to Southern Negros Geothermal
Production Field and Power Plants. Power plants included in Negros are Palinpinon I,
Palinpinon II and Nasulo.
c. Bacon-Manito Geothermal Facility - This segment relates to Bacon-Manito Geothermal
Production Field and Power Plants.
d. Mt. Apo Geothermal Business Facility - This segment refers to Mt. Apo Geothermal Production
Field and Power Plants.
e. Pantabangan/Masiway - This segment relates to Pantabangan-Masiway hydroelectric complex
located in Nueva Ecija Province.
f.

Wind Business Facility - This segment pertains to wind project commercially operating in
Northern Luzon.

g. Solar Business Facility - This segment pertains to solar projects commercially operating in
Northern Luzon and Visayas.
h. Others - This refers to other renewable energy projects including foreign investments and Head
Office of the Company.
Management monitors the operating results of the business segments separately for the purpose of
making decisions about resources to be allocated and of assessing performance. Finance costs,
finance income, income taxes and other charges and income are managed on a group basis.
Segment performance is evaluated based on net income for the year and earnings before interest,
taxes, and depreciation and amortization (EBITDA). Net income for the year is measured consistent
with net income reported in the consolidated financial statements. EBITDA is calculated as revenue
from sale of electricity minus costs of sales of electricity and general and administrative expenses,
excluding non-cash items such as depreciation and amortization, impairment loss on property, plant
and equipment, and loss on disposal of property, plant and equipment, among others.
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- 56 In 2019, 2018 and 2017, two (2) customers accounted for 33.1% and 20.9%; 36.0% and 9.8%; and
41.5% and 9.8%, respectively, of the total revenue from sale of electricity.
Substantially all of the segment revenues of Leyte, Negros Island, Bacon-Manito and Mt. Apo are
derived from the sale of electricity to these customers.
Financial information on the operating segments are summarized as follows:
Leyte
Negros Island
Year ended
December 31, 2019
Segment revenue
P21,688,884,689 P
=
=14,495,867,682
Intersegment revenue
(4,466,722,637) (3,779,147,525)
Total segment revenue
17,222,162,052 10,716,720,157
Segment expenses
(12,212,533,314) (5,734,426,243)
Unallocated expenses
–
–
Interest income
317,033,142
84,276,486
Interest expense
(1,545,624,326)
(557,071,194)
Other income
(charges) - net
2,013,027,627
44,888,040
Benefit from (provision
for) income tax
(505,793,992)
(410,574,729)
Segment result
=5,288,271,189 P
P
=4,143,812,517

(26,591,750)
= 1,436,797,776
P

EBITDA

= 2,670,012,334
P

= 8,678,968,536
P

= 6,069,457,743
P

Bacon-Manito

P8,942,084,903
=
(2,934,578,997)
6,007,505,906
(4,515,153,178)
–
59,483,590
(439,327,156)
350,880,364

Mt. Apo

= 2,496,425,619
P
–
2,496,425,619
(2,139,034,091)
–
55,639,715
(266,141,471)
24,670,523
35,147,462
= 206,707,757
P
= 1,044,461,779
P

Pantabangan /
Masiway

= 2,391,251,080
P
–
2,391,251,080
(1,245,121,800)
–
21,812,398
(1,303,385)
3,392,106
(112,581,904)
=1,057,448,495
P
= 1,594,815,556
P

Wind

= 2,908,214,450
P
–
2,908,214,450
(1,542,245,410)
–
25,436,320
(745,787,486)
(137,958,062)
184,382,102
= 692,041,914
P
=2,184,088,328
P

Solar

= 126,138,282
P
–
126,138,282
(70,650,035)
–
667,191
(15,771,030)
170,591
(3,960,094)
= 36,594,905
P
=98,357,469
P

Others

P– =
=
P53,048,866,705
– (11,180,449,159)
–
41,868,417,546
– (27,459,164,071)
488,429,395
488,429,395
34,213
564,383,055
(316,886,257) (3,887,912,305)
(417,823,311)

=– P
P
= 22,340,161,745
(242,594,393)
= 22,097,567,352
P

Leyte

Negros Island

Year ended
December 31, 2018
Segment revenue
P19,579,422,614 =
=
P12,154,853,857
Intersegment revenue
(3,418,735,602) (3,523,948,591)
Total segment revenue
16,160,687,012
8,630,905,266
Segment expenses
(12,363,614,098) (4,565,559,790)
Unallocated expenses
–
–
Interest income
256,109,615
71,826,227
Interest expense
(1,525,467,886)
(653,731,843)
Other income
(charges) - net
1,877,029,613
(165,782,788)
Benefit from (provision
for) income tax
(550,204,441)
(394,466,801)
Segment result
=3,854,539,815
P
=2,923,190,271
P
=6,761,821,305
P

=5,188,887,845
P

Bacon-Manito

Mt. Apo

P8,245,768,063
=
(3,003,814,712)
5,241,953,351
(3,730,047,074)
–
42,420,532
(480,204,079)

=2,801,791,101
P
–
2,801,791,101
(2,035,542,701)
–
45,903,409
(258,613,250)

(71,743,998)

(68,601,942)

(50,120,718)
=952,258,014
P

(2,758,122)
=482,178,495
P

=2,520,459,164
P

=1,403,595,354
P

Pantabangan /
Masiway

=1,864,286,646
P
(46,825,450)
1,817,461,196
(1,212,285,011)
–
13,417,981
(27,933,628)
2,272,339
(112,100,631)
P480,832,246
=
=1,049,087,080
P

Burgos

=3,208,827,398
P
–
3,208,827,398
(1,512,218,940)
–
97,164,174
(806,343,460)
157,841,541
(154,776,258)
P990,494,455
=
=2,548,372,127
P

Solar

=116,855,674
P
–
116,855,674
(60,415,499)
–
2,330,567
(16,891,930)

Others

(361,537)

(7,809,755)

(3,736,906)
=37,780,369
P

4,089,666
(P
=125,725,279)

=92,445,912
P

=7,147,452
P

1,722,843,473
(1,264,074,211)
P9,595,548,386
=
=19,571,816,239
P
(299,947,257)
=19,271,868,982
P

Leyte
Negros Island
Year ended
December 31, 2017
Segment revenue
P17,528,789,179 =
=
P10,697,426,428
Intersegment revenue
(3,036,315,408) (3,415,704,730)
Total segment revenue
14,492,473,771
7,281,721,698
Segment expenses
(10,491,650,902) (3,327,647,079)
Unallocated expenses
–
–
Interest income
124,309,825
39,558,811
Interest expense
(1,515,147,928)
(667,692,296)
Other income
(charges) - net
265,544,465
(179,687,976)
Benefit from (provision
for) income tax
(426,250,746)
(385,754,651)
Segment result
=2,449,278,485
P
=2,760,498,507
P
Unallocated Expenses

Total

=7,147,452 =
P
P47,978,952,805
–
(9,993,324,355)
7,147,452
37,985,628,450
(25,479,683,113)
197,502,578
197,502,578
141,951
529,314,456
(326,797,171) (4,095,983,247)

Unallocated Expenses

EBITDA

1,881,247,878

(262,657,126) (1,102,630,031)
(P
= 508,903,086) =
P12,352,771,467

Unallocated Expenses

EBITDA

Total

=6,610,966,065
P

=5,010,869,328
P

Bacon-Manito

Mt. Apo

P6,851,051,082
=
(2,801,558,714)
4,049,492,368
(2,137,856,193)
–
20,032,925
(490,027,522)

=2,506,566,891
P
–
2,506,566,891
(1,833,853,012)
–
22,540,754
(239,045,974)

(145,884,105)

(54,921,242)

(83,869,533)
=1,211,887,940
P

(27,696,894)
=373,590,523
P

=2,659,535,625
P

=1,119,909,377
P

Pantabangan /
Masiway

=1,645,073,828
P
(444,893)
1,644,628,935
(895,543,140)
–
7,536,112
(50,729,609)
16,840,387
(141,796,855)
=580,935,830
P
=1,198,606,009
P

Burgos

=3,173,870,770
P
–
3,173,870,770
(1,512,876,991)
–
59,045,458
(823,825,734)
(13,090,065)
(12,848,192)
=870,275,246
P
=2,455,411,922
P

Solar

=103,038,686
P
–
103,038,686
(54,065,499)
–
1,476,443
(18,120,898)
192,350
(281,958)
=32,239,124
P
=81,543,916
P

Others

Total

=3,397,605 =
P
P42,509,214,469
–
(9,254,023,745)
3,397,605
33,255,190,724
– (20,253,492,816)
(95,773,052)
(95,773,052)
157,433
274,657,761
(326,026,303) (4,130,616,264)
37,410,900
43,624,816
(P
=337,208,601)

(73,595,286)
(1,034,874,013)
=7,941,497,054
P

=3,397,605 P
P
=19,140,239,847
(40,998,256)
=19,099,241,591
P
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Leyte

Negros Island

Bacon-Manito

Mt. Apo

As of and for the
year ended December 31, 2019
Segment assets
=81,661,671,968 P
P
= 24,184,259,618 P
= 12,070,610,955 P
=10,289,442,183

Pantabangan /
Masiway

Wind

=5,137,297,807 P
P
= 18,190,789,548

Solar

Elimination

= 1,163,927,665 (P
P
= 60,804,235,229) P
=91,893,764,515

Unallocated corporate
assets
Total assets
Segment liabilities

42,983,158,626
=134,876,923,141
P
=33,988,666,526 P
P
= 12,915,097,654 P
= 11,567,415,376

= 4,713,149,175
P

=213,758,740 P
P
= 12,433,918,577

= 767,822,228 (P
P
= 62,760,117,465) P
=13,839,710,811

Unallocated corporate
liabilities
Total liabilities
Capital expenditure

61,232,196,180
P75,071,906,991
=
=
P4,380,639,453

=
P877,692,527

=
P77,934,824

=
P87,668,362

=
P83,634,890

=
P190,246,175

=
P2,267,588

=–
P

Unallocated capital
expenditure
Total capital expenditure
Depreciation and
amortization
Unallocated depreciation
and amortization
Total depreciation and
amortization
Other non-cash items

= 2,706,257,821
P

=912,283,678
P

= 772,091,540
P

= 630,624,653
P

=448,686,277
P

= 817,197,879
P

= 42,572,486
P

= 26,526,213
P

= 405,568,066
P

=56,445,599
P

=–
P

= 921,409
P

= 296,736
P

Leyte

Negros Island

Bacon-Manito

Mt. Apo

Pantabangan /
Masiway

Burgos

Solar

As of and for the
year ended December 31, 2018
Segment assets
=79,932,344,126
P

=21,678,746,275
P

=12,081,494,560
P

=10,694,743,381
P

=5,038,806,788
P

=20,839,688,885
P

(P
= 816,179,358)

Total

=1,107,401,592 (P
P
=52,064,570,483) P
=99,308,655,124
36,617,480,454
=135,926,135,578
P

=33,197,344,204
P

=12,433,365,102
P

=12,409,325,314
P

=4,789,515,674
P

=164,166,891
P

=13,463,573,519
P

=723,222,247 (P
P
=53,250,337,322) P
=23,930,175,629

Unallocated corporate
liabilities
Total liabilities

55,758,671,968
=79,688,847,597
P
=2,435,332,764
P

=478,086,870
P

=93,667,285
P

=151,610,265
P

=36,820,654
P

=1,192,448
P

=45,456,560
P

(P
=3,800,000)

Unallocated capital
expenditure
Total capital expenditure

Unallocated depreciation
and amortization
Total depreciation and
amortization
Other non-cash items

= 6,414,869,898
P
=785,014,581
P

Elimination

Unallocated corporate
assets
Total assets

Depreciation and
amortization

=6,356,240,547
P
58,629,351

=174,880,151
P

Capital expenditure

= 5,700,083,819
P
168,350,142
= 5,868,433,961
P

=963,081,978
P

Segment liabilities

Total

=3,238,366,846
P
385,729,230
=3,624,096,076
P

=2,620,298,828
P

=936,959,548
P

=744,352,616
P

=575,692,341
P

=443,910,897
P

=822,836,980
P

=35,707,059
P

(P
=26,526,212)

=6,153,232,057
P

(P
=545,701,915)

=6,228,010,349
P
=340,410,720
P

74,778,292

=344,449,562
P

=186,582,821
P

=264,200,271
P

=61,654,613
P

=–
P

=28,926,688
P

=298,680
P

The following table shows the Company’s reconciliation of EBITDA to the consolidated net income
for the years ended December 31, 2019, 2018 and 2017.
2019
2018
2017
EBITDA
P
=22,097,567,352 =
P19,271,868,982 =
P19,099,241,591
Add (deduct):
Depreciation and amortization (Notes 12, 13, 22 and 23)
(6,414,869,898)
(6,228,010,349)
(5,943,705,408)
Interest expense (Notes 17, 25 and 31)
(3,887,912,305)
(4,095,983,247)
(4,130,616,264)
Income from insurance claims (Note 32)
2,263,416,199
2,306,996,910
643,463,439
Provision for income tax (Note 29)
(1,102,630,031)
(1,264,074,211)
(1,034,874,013)
Provisions for impairment of trade and other receivables, and
prepaid taxes (Notes 7, 15 and 23)
(848,371,753)
(243,767,845)
(179,138,858)
Interest income (Notes 6, 11, 25 and 31)
564,383,055
529,314,456
274,657,761
Loss on loan extinguishment (Note 17)
(114,648,317)
–
(514,584,725)
Foreign exchange gains (losses) (Notes 26 and 31)
68,940,401
(518,411,862)
(50,174,076)
Reversal of (provision for) impairment of parts and supplies
inventories (Notes 3, 10 and 23)
63,357,171
(96,642,873)
(70,472,469)
Miscellaneous income (Note 27)
(336,460,407)
(65,741,575)
(152,299,924)
Consolidated net income
P
=12,352,771,467
=9,595,548,386
P
=7,941,497,054
P

In the normal course of business, entities within the Company engage in intercompany sale and
purchase of steam and electricity. Intersegment revenues are all eliminated in consolidation.
Segment information is measured in conformity with the accounting policies adopted for preparing
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commercial terms and conditions.
Unallocated expenses pertain to expenses of the corporate, technical and administrative support
groups, while unallocated corporate assets and liabilities, which include among others certain cash
and cash equivalents, property, plant and equipment, parts and supplies inventories, trade and other
payables and retirement and post-retirement benefits, pertain to the Head Office and are managed on
a group basis.
Disaggregation of revenues
2018

2019

2017

Revenue from:
Sale of electricity from
contracts with customers P
=41,868,417,546 =
P24,266,213,460
=–
P
Sale of electricity from
contracts outside the
scope of PFRS 15
– 13,719,414,990
–
Sale of electricity under
PAS 18
–
– 33,255,190,724
P
=41,868,417,546 P
=37,985,628,450 =
P33,255,190,724
Revenue from sale of electricity in 2017 consists of revenue from contracts with customers and
revenue from contracts accounted for as lease.
Set out below is the disaggregation of the Company’s revenue from contracts with customers for the
years ended December 31, 2019 and 2018:
Type of contracts
Revenue from PPAs
Revenue from PSAs
Revenue from sales under FIT
Revenue from RES and other customer contracts

2019
2018
P
=13,847,359,302
=–
P
12,871,186,695 15,597,827,274
2,994,981,758
3,299,716,009
12,154,889,791
5,368,670,177
P
=41,868,417,546 =
P24,266,213,460

Set out below, is the reconciliation of the revenue from contracts with customers with the amounts
disclosed in the segment information for the years ended December 31, 2019 and 2018:
Leyte

Negros Island

Year ended
December 31, 2019
Segment revenue
P21,688,884,689 P
=
= 14,495,867,682
Intersegment revenue
(4,466,722,637) (3,779,147,525)
Revenue from
contracts with
customers
=17,222,162,052 =
P
P10,716,720,157

Leyte
Negros Island
Year ended
December 31, 2019
Revenue from PPAs
P11,341,275,853
=
=–
P
Revenue from PSAs
4,320,334,448
6,689,585,253
Revenue from sales
under FIT
–
–
Revenue from RES and
other customers
1,560,551,751
4,027,134,904
Revenue from
contracts with
customers
=17,222,162,052 =
P
P10,716,720,157

Mt. Apo

Pantabangan/
Masiway

Wind

P
=8,942,084,903
(2,934,578,997)

= 2,496,425,619
P
–

= 2,391,251,080
P
–

= 2,908,214,450
P
–

= 126,138,282 P
P
= 53,048,866,705
– (11,180,449,159)

P
=6,007,505,906

= 2,496,425,619
P

= 2,391,251,080
P

= 2,908,214,450
P

= 126,138,282 P
P
=41,868,417,546

Pantabangan/
Masiway

Wind

=–
P
305,804,799

P–
=
–

Bacon-Manito

Bacon-Manito

=–
P
1,555,462,195

Mt. Apo

=2,496,425,619
P
–

Solar

Solar

Total

Total

= 9,657,830 P
P
=13,847,359,302
– 12,871,186,695

–

–

–

2,908,214,450

86,767,308

2,994,981,758

4,452,043,711

–

2,085,446,281

–

29,713,144

12,154,889,791

P
=6,007,505,906

= 2,496,425,619
P

= 2,391,251,080
P

= 2,908,214,450
P

= 126,138,282 P
P
= 41,868,417,546
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Leyte
Negros Island
Year ended
December 31, 2018
Segment revenue
P19,579,422,614 =
=
P12,154,853,857
Intersegment revenue
(3,418,735,602) (3,523,948,591)
Revenue from sale of
electricity
16,160,687,012
8,630,905,266
Less: Revenue from
contracts accounted
for as lease
10,884,509,374
–
Revenue from contracts
with customers
=5,276,177,638
P
=8,630,905,266
P

Year ended
December 31, 2018
Revenue from PSAs
Revenue from sales
under FIT
Revenue from retail
electricity sales and
other customer
contracts
Revenue from contracts
with customers

Mt. Apo

Pantabangan/
Masiway

Burgos

Solar

P8,245,768,063
=
(3,003,814,712)

=2,801,791,101
P
–

=1,864,286,646
P
(46,825,450)

=3,208,827,398
P
–

=124,003,126
P
–

=47,978,952,805
P
(9,993,324,355)

5,241,953,351

2,801,791,101

1,817,461,196

3,208,827,398

124,003,126

37,985,628,450

–

2,801,791,101

–

–

33,114,515

13,719,414,990

=5,241,953,351
P

=–
P

=1,817,461,196
P

=3,208,827,398
P

=90,888,611
P

=24,266,213,460
P

Pantabangan/
Masiway

Burgos

Solar

Total

Bacon-Manito

Mt. Apo

Total

Leyte

Negros Island

Bacon-Manito

=4,626,007,494
P

=6,483,750,541
P

=3,622,963,436
P

=–
P

=865,105,803
P

=–
P

–

–

–

–

–

3,208,827,398

90,888,611

3,299,716,009

650,170,144

2,147,154,725

1,618,989,915

–

952,355,393

–

–

5,368,670,177

=5,276,177,638
P

=8,630,905,266
P

=5,241,953,351
P

=–
P

=1,817,461,196
P

=3,208,827,398
P

=90,888,611
P

=24,266,213,460
P

=– P
P
=15,597,827,274

6. Cash and Cash Equivalents
Cash on hand and in banks
Cash equivalents

2019
2018
P
=2,794,809,389 P
=3,013,978,993
11,459,311,342 11,974,528,834
P
=14,254,120,731 =
P14,988,507,827

Cash in banks earns interest at the respective bank deposit rates ranging from 0.1% to 0.9% for the
years ended December 31, 2019, 2018 and 2017. Cash equivalents consist of money market
placements, which are made for varying periods of up to three (3) months depending on the
immediate cash requirements of the Company. Total interest earned on cash and cash equivalents, net
of final tax, amounted to P
=526.2 million, =
P403.0 million and =
P206.5 million in 2019, 2018 and 2017,
respectively (see Note 25).
7. Trade and Other Receivables
Trade receivables:
Third parties
Related parties (Note 20)
Others:
Non-trade accounts receivable (Note 32)
Loans and notes receivables
Advances to employees
Less allowance for impairment

2019

2018

P
=7,471,005,431
92,193,384

=6,018,647,927
P
183,286,337

1,497,038,668
55,016,751
20,128,677
1,572,184,096
9,135,382,911
952,968,496
P
=8,182,414,415

138,388,339
61,315,344
26,291,487
225,995,170
6,427,929,434
333,062,905
=6,094,866,529
P
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receivables are non interest-bearing and include receivable from insurance claims, accrued interest
and other receivables arising from transactions not in the usual course of the Company’s business.
The table below shows the rollforward analysis of the allowance for impairment of trade and other
receivables as of December 31, 2019 and 2018:
Balances at beginning of year
Provision for impairment (Note 23)
Other adjustment
Balances at end of year

2019
P
=333,062,905
619,969,714
(64,123)
P
=952,968,496

2018
=326,255,996
P
6,806,909
–
=333,062,905
P

8. Financial Asset at Fair Value Through Profit or Loss
In January 2014, the Parent Company entered into an investment management agreement (IMA) with
Security Bank as the Investment Manager, whereby the Parent Company availed of its service relative
to the management and investment of funds amounting to P
=500.0 million. The Parent Company
invested an additional P
=500.0 million in 2015.
Among others, following are the significant provisions of the IMA:
§

The Investment Manager shall administer and manage the fund as allowed and subject to the
requirements of the Bangko Sentral ng Pilipinas and in accordance with the written investment
policy and guidelines mutually agreed upon and signed by Security Bank and the Parent
Company.

§

The agreement is considered as an agency and not a trust agreement. The Parent Company,
therefore, shall at all times retain legal title to the fund.

§

The IMA does not guaranty a yield, return, or income on the investments or reinvestments made
by the Investment Manager. Any loss or depreciation in the value of the assets of the fund shall
be for the account of the Parent Company.

In 2018, the Parent Company invested =
P1.0 million in BDO Institutional Cash Reserve Fund (ICRF),
a money unit investment trust fund.
In 2019, the Parent Company invested additional US$6.0 million in money unit investment trust fund
thru BDO Dollar Money Market Fund while FG Hydro entered into an IMA with BDO ICRF with
=501.3 million investment fund.
P
Fund investments include quoted government securities and other quoted securities.
The Parent Company accounts for the entire investment as a financial asset to be carried at fair value
through profit or loss. Mark-to-market gain (loss) adjustment on the securities taken up in the profit
or loss amounted to P
=119.2 million, (P
=32.9) million and =
P15.0 million in 2019, 2018 and 2017,
respectively (see Note 27).
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follows:
Balances at beginning of year
Additions for the year
Redemptions for the year
Mark-to-market gain (loss) on financial assets
at FVPL (Note 27)
Realized income from redemption (Note 27)
Realized foreign exchange gain (Note 26)
Balances at end of year

2019
2018
P
=801,650,104 =
P1,342,015,647
808,300,000
1,000,000
(372,495,123)
(513,378,979)
119,246,784
241,204
262,938
P
=1,357,205,907

(32,881,224)
4,894,660
–
=801,650,104
P

9. Investments in Debt and Equity Securities
Financial assets at FVOCI
As at December 31, 2019 and 2018, the movements in the financial assets at FVOCI are as follows:
Balances at beginning of year
Changes in fair value of equity instruments at
FVOCI
Changes in fair value of debt instruments at FVOCI
Balances at end of year

2019
P
=434,120,734

2018
=398,731,228
P

54,257,294
29,105,168
P
=517,483,196

54,066,942
(18,677,436)
=434,120,734
P

Financial assets at FVOCI consists of the following as of December 31, 2019 and 2018:
Equity instruments designated at FVOCI
Quoted equity instruments
First Gen Corporation
Wack Wack Golf & Country Club
Alabang Country Club
Others
Debt instruments at FVOCI
Quoted debt instruments
Government bonds and notes
Corporate bonds

2019

2018

P
=296,953,230
35,000,000
14,200,000
14,318,036
360,471,266

=245,678,076
P
35,000,000
14,000,000
11,535,896
306,213,972

121,914,350
35,097,580
157,011,930
P
=517,483,196

95,566,300
32,340,462
127,906,762
=434,120,734
P
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and 2018 are presented in the consolidated statements of comprehensive income with details as
follows:
Balances at beginning of year
Changes in fair value of equity instruments at
FVOCI
Changes in fair value of debt instruments at FVOCI
Balances at end of year

2019
P
=76,065,250

2018
=40,675,744
P

54,257,294
29,105,168
P
=159,427,712

54,066,942
(18,677,436)
=76,065,250
P

Investments in quoted equity securities consist mainly of shares traded in the PSE and investments in
golf and country club shares.
Quoted government debt securities consist of investments in fixed rate bonds, fixed rate treasury
notes and retail treasury bonds with maturities between 2023 and 2037 as of December 31, 2019 and
2018, and interest rates ranging from 4.6% to 6.1% for both years.
AFS investments
AFS investments as at December 31, 2017 consists of quoted and unquoted equity securities, quoted
government bonds and notes, and quoted corporate bonds. Upon adoption of PFRS 9, these were
accounted for as financial assets at FVOCI except for unquoted equity securities which were
reclassified to financial assets at FVPL.
The movements of the net accumulated unrealized gain related to AFS investments in 2017 is
presented in the consolidated statement of comprehensive income with details as follows:
Net accumulated unrealized gain on AFS
investments at beginning of year
Changes in fair value recognized in OCI
Realized gain on sale of AFS recognized in
profit or loss
Net accumulated unrealized gain on AFS
investments at end of year

=102,467,745
P
(50,616,524)
(755,853)
=51,095,368
P

Changes in fair value recognized in the consolidated statements of comprehensive income pertain to
the unrealized gains and losses during the period brought about by the temporary increase or decrease
in the fair value of the debt and equity securities.
10. Parts and Supplies Inventories
Parts and supplies inventories:
At Cost
At NRV

2019

2018

P
=3,458,831,239
841,601,852
P
=4,300,433,091

=3,402,544,758
P
570,226,716
=3,972,771,474
P
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Balances at beginning of year
Provision for (reversal of) impairment (Note 23)
Balances at end of year

2019
P
=512,116,332
(63,357,171)
P
=448,759,161

2018
=415,473,459
P
96,642,873
=512,116,332
P

Parts and supplies inventories include items that are carried at net realizable value amounting to
=841.6 million and P
P
=570.2 million as of December 31, 2019 and 2018, respectively, and have costs
amounting to P
=1,290.4 million and P
=1,082.3 million , respectively. The rest of the parts and supplies
inventories are carried at cost.
The amount of parts and supplies inventories charged to expense amounted to P
=1,173.9 million,
=
P1,209.0 million and P
=1,071.3 million in 2019, 2018 and 2017, respectively (see Notes 22 and 23).
Details of parts and supplies inventories issued are as follows:
Costs of sales of electricity
(Note 22)
General and administrative
expenses (Note 23)

2019

2018

2017

P
=1,087,312,417

=1,103,309,646
P

=940,780,082
P

86,593,849
P
=1,173,906,266

105,673,705
=1,208,983,351
P

130,492,828
=1,071,272,910
P

2019
P
=663,062,260
661,239,713
39,763,163
18,262,231
–
60,262,128
P
=1,442,589,495

2018
=665,281,817
P
1,421,924,529
16,152,324
10,841,455
223,727,900
173,824,422
=2,511,752,447
P

11. Other Current Assets
Prepaid expenses
Debt service reserve account (Note 17)
Advances to contractors
Tax credit certificates (Note 15)
Short-term investments
Others

The debt service reserve account (DSRA) pertains to the restricted peso interest-bearing accounts
opened and established by the Company in accordance with certain loan agreements that will serve as
a cash reserve or deposit to service the principal and/or interest payments due on the loans
(see Note 17). Total interest earned on DSRA, net of final tax, amounted to P
=21.1 million,
=44.0 million and =
P
P15.1 million in 2019, 2018 and 2017, respectively (see Notes 17 and 25).
Short-term investments consist of money market securities with maturity of more than
three (3) months but less than 12 months. Total interest earned on short-term investments, net of final
tax, amounted to =
P10.6 million, =
P15.6 million and =
P8.2 million in 2019, 2018 and 2017, respectively
(see Note 25)
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2019

Power Plants

FCRS and
Production Wells

Buildings,
Improvements
and Other
Structures

Exploration,
Machinery and Transportation
Equipment
Equipment

= 631,964,195 P
P
= 73,771,018,039

= 45,075,729,780
P

= 7,590,979,406
P

= 3,391,351,970
P

Land
Cost
Balances at January 1, as previously
reported
Effect of adoption of PFRS 16
(Notes 2, 11 and 15)
Balances at January 1, as restated
Additions
Disposals/retirements (Note 27)
Reclassifications/adjustments
(Note 18)
Foreign exchange adjustments
Balances at December 31
Accumulated Depreciation,
Amortization and Impairment
Balances at January 1
Depreciation and amortization
Note (22 and 23)
Disposals/retirements (Note 27)
Reclassifications
Foreign exchange adjustments
Balances at December 31
Net Book Value
(Forward)

= 118,778,644
P

Furniture,
Fixtures and
Equipment

Laboratory
Equipment

Right of Use of
Assets Buildings,
Improvements
and Other
Structures

=
P1,445,513,004

= 693,182,275
P

=–
P

= 5,242,995,938
P

Construction
in Progress

Total
= 137,961,513,251
P

–
631,964,195
226,140
–

–
73,771,018,039
17,755,592
(1,871,308)

–
45,075,729,780
–
–

–
7,590,979,406
12,264,104
(2,566,665)

–
3,391,351,970
18,643,974
(140,942,245)

–
118,778,644
4,890,634
(26,650,391)

–
1,445,513,004
36,162,604
(77,773,851)

–
693,182,275
19,863,072
(19,259,467)

621,072,094
621,072,094
131,292,187
–

–
5,242,995,938
5,627,335,654
–

621,072,094
138,582,585,345
5,868,433,961
(269,063,927)

–
–
632,190,335

1,061,092,628
(692,146,325)
74,155,848,626

3,244,107,027
–
48,319,836,807

536,889,209
(47,093,307)
8,090,472,747

32,415,627
(33,980)
3,301,435,346

(3,407,543)
–
93,611,344

100,999,230
(179,733)
1,504,721,254

57,872,297
(63,978)
751,594,199

(50,041,779)
(5,838,469)
696,484,033

(4,722,220,392)
–
6,148,111,200

257,706,304
(745,355,792)
143,694,305,891

17,627,581

26,093,798,785

14,368,998,995

2,438,512,735

2,646,130,081

72,506,236

1,121,734,069

476,804,281

–

23,322,433

–
3,650,080,644
–
(1,580,481)
–
11,019,490
–
(128,854,367)
17,627,581 29,624,464,071
= 614,562,754 =
P
P44,531,384,555

1,568,484,194
–
(2,263,841)
–
15,935,219,348
= 32,384,617,459
P

432,200,507
(1,631,347)
1,568,683
(10,551,723)
2,860,098,855
= 5,230,373,892
P

202,749,838
(136,316,763)
(8,550,012)
(34,812)
2,703,978,332
= 597,457,014
P

22,212,771
(22,956,998)
(3,811,971)
–
67,950,038
= 25,661,306
P

188,706,733
(75,503,214)
(1,752,262)
(179,467)
1,233,005,859
= 271,715,395
P

60,892,430
(19,434,622)
1,525,911
(18,957)
519,769,043
= 231,825,156
P

149,873,730
–
–
(315,652)
149,558,078
546,925,955

–
–
–
–
23,322,433
= 6,124,788,767
P

47,259,435,196
6,275,200,847
(257,423,425)
(2,264,002)
(139,954,978)
53,134,993,638
= 90,559,312,253
P
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Land
Cost
Balances at January 1
Additions
Disposals/retirements (Note 27)
Reclassifications/adjustments (Note 18)
Foreign exchange adjustments
Balances at December 31
Accumulated Depreciation, Amortization
and Impairment
Balances at January 1
Depreciation and amortization
(Notes 22 and 23)
Disposals/retirements (Note 27)
Reclassifications
Foreign exchange adjustments
Balances at December 31
Net Book Value

=624,552,251
P
1,099,444
–
6,312,500
–
631,964,195
17,627,581
–
–
–
–
17,627,581
=614,336,614
P

FCRS and
Production Wells

Buildings,
Improvements
and Other
Structures

Exploration,
Machinery and
Equipment

=71,670,931,981
P
18,740,289
(52,733,760)
1,189,641,276
944,438,253
73,771,018,039

=41,689,159,955
P
–
–
3,386,569,825
–
45,075,729,780

=6,835,621,881
P
21,003,275
(74,437,707)
744,628,839
64,163,118
7,590,979,406

=4,184,064,998
P
52,341,166
(786,547,090)
(58,553,400)
46,296
3,391,351,970

22,171,066,413

12,964,405,202

2,090,265,468

3,180,512,527

76,994,936

995,853,896

453,451,487

3,814,790,313
(52,173,030)
21,648,824
138,466,265
26,093,798,785
=47,677,219,254
P

1,425,854,559
–
(21,260,766)
–
14,368,998,995
=30,706,730,785
P

406,487,670
(70,201,068)
35,740
11,924,925
2,438,512,735
=5,152,466,671
P

222,185,638
(750,860,841)
(5,748,709)
41,466
2,646,130,081
=745,221,889
P

15,156,413
(19,586,761)
(58,352)
–
72,506,236
=46,272,408
P

185,948,937
(44,456,612)
(15,822,770)
210,618
1,121,734,069
=323,778,935
P

59,224,104
(36,191,356)
297,519
22,527
476,804,281
=216,377,994
P

Power Plants

Transportation
Equipment
=130,211,071
P
11,876,071
(20,644,083)
(2,664,415)
–
118,778,644

Furniture,
Fixtures and
Equipment
=1,372,598,217
P
44,297,938
(51,068,179)
79,446,761
238,267
1,445,513,004

Laboratory
Equipment
=675,470,574
P
24,256,119
(37,173,576)
30,584,766
44,392
693,182,275

Construction
in Progress
P7,348,642,492
=
3,450,481,774
–
(5,556,128,328)
–
5,242,995,938
23,322,433
–
–
–
–
23,322,433
=5,219,673,505
P

Total
=134,531,253,420
P
3,624,096,076
(1,022,604,395)
(180,162,176)
1,008,930,326
137,961,513,251
41,973,499,943
6,129,647,634
(973,469,668)
(20,908,514)
150,665,801
47,259,435,196
=90,702,078,055
P
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The Company’s construction in progress account includes steam assets and other ongoing
construction projects. Steam assets are mainly composed of in-progress production wells and FCRS,
while other construction projects include ongoing rehabilitation activities in the plants, Control
Systems Integration (CSI), retrofitting projects and other constructions.
Estimated Rehabilitation and Restoration Costs
FCRS and production wells include the estimated rehabilitation and restoration costs of the
Company’s steam fields and power plants’ contract areas at the end of the contract period. These
were based on technical estimates of probable costs, which may be incurred by the Company in the
rehabilitation and restoration of the said steam fields’ and power plants’ contract areas from 2031 up
to 2044, using a risk-free discount rate and adjusted the cash flows to settle the provision.
Also, the Company has recorded an estimated provision for asset retirement obligation relating to the
removal and disposal of all wind farm materials, equipment and facilities from the contract areas at
the end of contract period. The amount of provision was recorded as part of the costs of power plants.
Depreciation and Amortization
Details of depreciation and amortization charges recognized in profit or loss are shown below:
Property, plant and equipment
Intangible assets (Note 13)
Capitalized depreciation

Costs of sales of electricity
(Note 22)
General and administrative
expenses (Note 23)

2019
2018
2017
P
=6,275,200,847 =
P6,129,647,634 =
P5,825,239,000
141,933,053
119,271,229
131,786,296
(2,264,002)
(20,908,514)
(13,319,888)
P
=6,414,869,898 P
=6,228,010,349 P
=5,943,705,408

P
=5,943,540,328

=5,935,783,921
P

=5,622,296,146
P

471,329,570
P
=6,414,869,898

292,226,428
=6,228,010,349
P

321,409,262
=5,943,705,408
P

Reclassifications
The reclassifications in the cost of property, plant and equipment include adjustments to the provision
for rehabilitation and restoration costs amounting to P
=315.9 million and =
P157.7 million in 2019 and
2018, respectively (see Note 18), and adjustments to ROU assets arising from the amendments of
certain lease contract (see Note 32). Meanwhile, the reclassifications in the accumulated depreciation
of property, plant and equipment include capitalized depreciation charges amounting to P
=2.3 million
and P
=20.9 million in 2019 and 2018, respectively. Other reclassifications were due to the results of
reassessment made by the Company on the nature of the assets.
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2019

Cost
Balances at January 1
Additions
Foreign exchange translation
adjustment
Balances at December 31
Accumulated Amortization
Balances at January 1
Amortization (Notes 12, 22 and 23)
Balances at December 31
Net Book Value

Goodwill

Water Rights

Other
Intangible
Assets

=2,667,683,785
P
–

=2,404,778,918
P
–

P390,179,517
=
134,380,452

–
2,404,778,918

–
524,559,969

1,166,317,776
96,191,157
1,262,508,933
P
=1,142,269,985

229,258,206
45,741,896
275,000,102
P
=249,559,867

1,395,575,982
141,933,053
1,537,509,035
P
=4,054,555,617

Total

(4,958,020)
2,662,725,765
–
–
–
P
=2,662,725,765

Total
=5,462,642,220
P
134,380,452
(4,958,020)
5,592,064,652

2018

Cost
Balances at January 1
Additions
Foreign exchange translation
adjustment
Balances at December 31
Accumulated Amortization
Balances at January 1
Amortization (Notes 12, 22 and 23)
Balances at December 31
Net Book Value

Goodwill

Water Rights

Other
Intangible
Assets

=2,662,328,640
P
–

=2,404,778,918
P
–

P228,626,734
=
161,552,783

=5,295,734,292
P
161,552,783

5,355,145
2,667,683,785

–
2,404,778,918

–
390,179,517

5,355,145
5,462,642,220

–
–
–
=2,667,683,785
P

1,070,126,619
96,191,157
1,166,317,776
=1,238,461,142
P

206,178,134
23,080,072
229,258,206
=160,921,311
P

1,276,304,753
119,271,229
1,395,575,982
=4,067,066,238
P

Goodwill
GCGI
On September 2, 2009, GCGI acquired the then 192.5 MW Palinpinon (in Negros Oriental) and
112.5 MW Tongonan 1 (in Leyte) geothermal power plants in an auction conducted by PSALM
where GCGI submitted the highest complying financial bid of US$220.0 million. This financial bid
was subsequently reduced by US$6.7 million as PSALM agreed that the Company will directly
assume the obligations to procure the equipment/services indicated in the Purchase Requisitions being
processed by NPC under Schedule R-Purchase Orders in the Asset Purchase Agreement (APA). The
total acquisition cost incurred by the Company amounted to P
=10,165.3 million resulting to goodwill
of P
=2,241.7 million.
FG Hydro
On September 8, 2006, FG Hydro participated and won the bid for the 112 MW PAHEP/MAHEP
facility conducted by PSALM in connection with the privatization of NPC assets. FG Hydro paid a
total consideration of US$129.0 million (P
=6,448.2 million) and recognized goodwill amounting to
=293.3 million.
P
EDC HKL
As discussed in Note 3 to the consolidated financial statements, EDC HKL, a wholly owned
subsidiary of EDC purchased 100% interest in Hot Rock companies, namely: EDC Soluciones
Sostenibles Ltd, EDC Desarollo Sostenible Ltd, EDC Energia Verde Chile SpA, EDC Energia de la
Tierra SpA and EDC Energia Verde Peru SAC. The total consideration amounting to
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=133.2 million) was paid in cash which resulted to the recognition of goodwill
amounting to US$2.5 million (P
=134.0 million).
Breakdown of the goodwill per CGU and the details of the goodwill impairment review are shown in
Note 3 to the consolidated financial statements.
Water rights
Water rights pertain to FG Hydro’s right to use water from the Pantabangan reservoir to generate
electricity. NPC through a certification issued to FG Hydro dated July 27, 2006, gave its consent to
the transfer to FG Hydro, as the winning bidder of the PAHEP/MAHEP, of the water permit for
Pantabangan river issued by the National Water Resources Council on March 15, 1997.
Water rights are amortized using the straight-line method over 25 years, which is the term of the
Agreement with National Irrigation Administration (NIA). The remaining amortization period of
water rights is 11.9 years and 12.9 years as of December 31, 2019 and 2018.
Other intangible assets
Other intangible assets pertain to the Parent Company’s and BGI’s computer software and licenses.
Acquisition of other intangible assets include non-cash additions amounting to nil and P
=99.5 million
in 2019 and 2018, respectively.
14. Exploration and Evaluation Assets
Balances at January 1
Additions
Direct write-off (Note 27)
Adjustments (Note 18)
Balances at December 31

2019
2018
P
=3,076,257,283 =
P3,063,186,879
33,952,955
16,467,172
(2,540,807)
–
9,715,492
(3,396,768)
P
=3,117,384,923 P
=3,076,257,283

Carrying amount of exploration and evaluation assets per project are as follows:
Rangas/Kayabon
Mindanao III
Dauin/Bacong
Others

2019
P
=1,732,449,009
1,174,594,721
79,396,649
130,944,544
P
=3,117,384,923

2018
=1,725,841,841
P
1,171,188,694
77,438,870
101,787,878
=3,076,257,283
P

In 2019, the exploration and evaluation costs incurred for Balingasag amounting to =
P2.5 million was
assessed by management to be no longer recoverable. Accordingly, the book value of the exploration
and evaluation asset was directly written off (see Notes 3, 27 and 33).
Also in 2017, the exploration and evaluation costs incurred for Mt. Ampiro, Lakewood and certain
foreign exploration projects totaling to P
=38.5 million were directly written off (see Notes 3, 27 and
33). The write-off recognized in 2017 is equivalent to the book values of the related exploration and
evaluation assets. No similar loss was recognized in 2018.
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Prepaid taxes
Tax credit certificates
Long-term receivables (Note 31)
Special deposits
Prepaid expenses - net of current portion (Note 2)
Others
Less allowance for impairment

2019
P
=4,063,415,976
1,340,542,608
211,527,648
193,356,451
14,676,777
1,184,281,892
7,007,801,352
857,555,423
P
=6,150,245,929

2018
=5,039,527,261
P
1,462,014,204
347,114,486
142,825,236
170,630,756
1,639,123,702
8,801,235,645
689,769,955
=8,111,465,690
P

Prepaid Taxes
Prepaid taxes include input VAT and real property tax (RPT) payments under protest and creditable
withholding taxes (CWTs).
Input VAT
Input VAT represents VAT from purchases of goods or services that the Company can claim against
any future liability to the Bureau of Internal Revenue (BIR) for output VAT from sale of goods and
services. As of December 31, 2019 and 2018, this input VAT amounted to =
P2,324.4 million and
=2,202.5 million, respectively.
P
Input VAT also includes the outstanding input VAT claims that were applied by the Company for
refund with the BIR/Supreme Court (SC). As of December 31, 2019 and 2018, the outstanding input
VAT claims which are still pending with the BIR/SC amounted to =
P755.2 million and
=2,065.4 million , respectively.
P
RPT payments under protest
RPT payments under protest to certain local government units amounted to P
=891.6 million and
=771.6 million as of December 31, 2019 and 2018, respectively.
P
The amounts paid in protest were in excess of the amounts determined using the 1.5% RPT rate stated
in the Renewable Energy (RE) Law, and are pending with the Local Board of Assessment Appeals
and Central Board of Assessment Appeals.
Tax Credit Certificates (TCC)
As of December 31, 2019 and 2018, the Company classified a portion of their TCCs as current assets
totaling to P
=18.3 million and P
=10.8 million, respectively, and presented under “Other Current Assets”
(see Note 11). These are expected to be utilized for payment of various taxes within 12 months from
the end of the reporting date.
TCCs that remain unutilized after five (5) years from the date of original issuance are still valid provided
that these are duly revalidated by the BIR within the period allowed by law.
Prepaid Expenses
In connection with the installation of Burgos Wind Project’s wind turbines and related dedicated
point-to-point limited facilities, the Company entered into uniform land lease agreements and
contracts of easement of right of way with various private landowners. The term of the land lease
agreements starts from the execution date of the contract and ends after 25 years from the commercial
operations of the Burgos Wind Project. As of December 31, 2018, the total prepaid lease amounted
to =
P157.9 millon with P
=7.5 million classified as current portion presented as “Prepaid expense” under
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reclassified as ROU asset under “Property, Plant and Equipment” (see Notes 2 and 12).
Others
Others include investment in Enerco amounting to P
=1,155.3 million and P
=1,605.4 million as of
December 31, 2019 and 2018, respectively, which is accounted for as investment in joint venture
(see Note 3).
As of December 31, 2019, basic surface studies as well as civil works, road rehabilitation, base camp
and avalanche controls have already been completed. Additional roads, drilling pad construction,
base camp expansion and water supply system have been installed and completed. Exploration
drilling program is intended to resume as soon as power supply agreements have been secured, access
to transmission line has been negotiated and all the relevant permits have been obtained.
As of December 31, 2019 and 2018, the total assets of Enerco amounted to P
=1,892.3 million
(US$37.4 million) and =
P2,266.3 million (US$43.1 million), respectively, of which current assets
amounted to =
P317.4 million (US$6.3 million) and P
=339.9 million (US$6.5 million) as of
December 31, 2019 and 2018, respectively. Enerco also has current liabilities amounting to
=7.0 million (US$0.1 million) and P
P
=8.7 million (US$0.2 million) as of December 31, 2019 and 2018,
respectively.
In 2019, 2018 and 2017, Enerco incurred total comprehensive loss amounting to =
P512.4 million
(US$10.2 million), =
P6.2 million (US$0.1 million) and P
=10.1 million (US$0.2 million), respectively,
which include interest expense amounting to P
=4,825 million (US$95.0 million), =
P4,206 million
(US$80.0 million) and =
P9,718 million (US$193 million) in 2019, 2018 and 2017, respectively, and
depreciation and amortization expenses amounting to =
P85.8 million (US$1.7 million), P
=19.1 million
(US$0.4 million) and =
P19.5 million (US$0.4 million) in 2019, 2018 and 2017, respectively .
In 2019, the Company recognized its share in net losses amounting to P
=377.2 million
(US$7.3 million), which includes the unrecognized share in net losses as of December 31, 2018
amounting to P
=18.5 million (US$0.4 million), (see Notes 3 and 27). No share in net losses has been
recognized in prior years given that the project is still in its early stages and the share in net losses to
be taken up is not yet significant.
Allowance for impairment
The rollforward analysis of the allowance for impairment pertaining to prepaid taxes and long-term
receivables is presented below.

Beginning of year
Provision for impairment
(Note 23)
Write-off
End of year

Prepaid
Taxes
P
=591,342,724

2019
Long-term
receivables
P
=98,427,231

Total
P
=689,769,955

228,402,039
(60,616,571)
P
=759,128,192

–
–
P
=98,427,231

228,402,039
(60,616,571)
P
=857,555,423
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Beginning of year
Provision for (reversal of)
impairment (Note 23)
Write-off
End of year

Prepaid
Taxes
=440,603,879
P

2018
Long-term
receivables
=101,327,422
P

Total
=541,931,301
P

237,025,983
(86,287,138)
=591,342,724
P

(65,047)
(2,835,144)
=98,427,231
P

236,960,936
(89,122,282)
=689,769,955
P

Loss on direct write-off of input VAT claims amounting to P
=66.3 million, P
=100.9 million and
P93.9 million in 2019, 2018 and 2017, respectively, were recognized as part of “Miscellaneous
=
income” in the consolidated statements of income (see Note 27).

16. Trade and Other Payables
Trade payables:
Third parties
Related parties (Note 20)
Others:
Dividends payable (Notes 19 and 20)
Accrued interest on long-term debts (Note 17)
Withholding and other taxes payable
Government share payable (Note 33)
SSS and other contributions payable
Other payables (Note 3)

2019

2018

P
=6,243,091,235
699,191,255

=6,475,665,281
P
773,472,638

4,207,469,094
7,469,094
777,441,934
892,424,605
357,715,155
384,980,590
66,050,486
58,257,968
7,290,935
3,604,900
2,544,489,105
1,930,673,792
7,960,456,709
3,277,410,949
P
=14,902,739,199 P
=10,526,548,868

Accounts payable are non-interest bearing and are normally settled on a 30 to 60 days payment term.
“Government share payable” pertains to outstanding payable to the government for its share on
certain earnings of the Company generated from renewable energy.
Under the RE Law, the Parent Company shall pay government share equivalent to 1.5% of its gross
income. Such fiscal incentive was applied by the Parent Company beginning February 1, 2009
(see Note 33).
On May 8, 2012, upon execution of their respective Geothermal Operating Contracts with the DOE,
GCGI and BGI also became subject to government share of 1.5% of their gross income (see Note 33).
In 2014, upon receipt of COE for FIT eligibility, EBWPC became subject to government share of
1% of its gross income.
On February 22, 2017 and February 27, 2017, upon approval of FG Hydro’s application for
registration as an RE developer and Hydropower Operating Contracts for PAHEP and MAHEP,
respectively, FG Hydro became subject to 10% statutory income tax rate and government share of
1% of its gross income.
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geothermal and hydro resources are located and payable within 60 days after the end of each quarter
in the case of EDC, GCGI, BGI and EBWPC. For FG Hydro, government share is paid to
DOE (60%) and LGU (40%) within 60 days after the end of each quarter. Government share
amounted to =
P301.6 million, =
P245.0 million and =
P248.6 million in 2019, 2018 and 2017, respectively
(see Note 22).
“Other payables” account includes provision for shortfall generation amounting to P
=1,679.1 million
and P
=1,320.8 million in 2019 and 2018, respectively (see Note 3), and deferred output VAT
amounting to P
=67.0 million and P
=289.9 million in 2019 and 2018, respectively, and other accruals.
17. Long-term Debts
The details of the Company’s long-term debts are as follows:
Creditor/Project
EDC Loans
US$181.1 Million Notes
International Finance Corporation (IFC)
§ IFC 1 - P
=4.1 Billion

§ IFC 2 - P
=3.3 Billion

§ IFC 3 - P
=4.8 Billion
Fixed Rate Note Facility (FXCN)
§ P
=4.0 Billion
§ P
=3.0 Billion
2013 Peso Fixed-Rate Bonds
§ P
=4.0 billion
§ P
=3.0 billion
= 291.2 Million Term Loan
P
= 1.5 Billion Term Loan
P
= 1.0 Billion Term Loan
P
UBP P
= 2.0 Billion Term Loan
SBC P
= 3.0 Billion Term Loan
SBC P
= 1.0 Billion Term Loan
BPI P
= 1.0 Billion Term Loan
PNB P
= 500.0 Million Term Loan
SBC P
= 500.0 Million Term Loan
BOC P
= 2.0 Billion Term Loan

Maturities

Interest Rate

January 20, 2021

6.50%

= 9,158,188,689
P

=11,064,512,185
P

2012-2023

1,158,050,000

1,478,683,068

1,406,981,187

1,626,491,677

March 15, 2033

6.07% per annum from
April 16, 2014 to
June 21, 2018;
4.52% from June 22, 2018
to October 15, 2018; and
6.37% from
October 16, 2018
until maturity
6.98% per annum from
April 16, 2016 to
June 21, 2018; and 4.78%
from June 22, 2018
until next repricing date
7.80%

4,399,895,798

4,721,816,596

2012-2022
2012-2022

5.25%
5.25%

3,205,846,687
2,403,979,790

3,338,580,210
2,503,356,405

May 3, 2023
May 3, 2020
December 17, 2030
December 5, 2026
December 5, 2031
April 12, 2032
May 4, 2027
May 4, 2032
June 1, 2027
June 1, 2022
May 4, 2032
October 29, 2021

4.7312%
4.1583%
5.50%
5.25%
5.5788%
5.44%
5.32%
5.43%
5.21%
4.74%
5.49%
0.60% margin plus
PDST-R2
0.60% margin plus
PDST-R2
0.60% margin plus
PDST-R2
PHIREF

3,949,243,196
2,997,814,350
245,058,657
1,345,116,386
974,280,295
1,658,071,152
2,388,954,069
828,971,888
796,891,118
249,317,710
414,451,225
–

3,943,788,802
2,991,578,411
267,235,749
1,434,243,227
983,715,725
1,790,141,493
2,626,398,756
895,001,263
876,178,415
348,729,319
447,461,258
895,098,865

–

1,290,701,062

–

1,191,398,459

–

298,232,066

2013-2025

BPI P
= 5.0 Billion Term Loan

October 29, 2021

BDO P
= 4.0 Billion Term Loan

October 29, 2021

MBL =
P500.0 Million Term Loan

November 26, 2021

2019

2018

(Forward)
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EBWPC Loans
· Commercial Debt Facility
US$37.5 Million
· ECA Debt Facility US$150 Million
· Commercial Debt Facility P
= 5.6 Billion
GCGI Loan
· P
=8.5 Billion Term Loan
BGI Loan
· P
=5.0 Billion Term Loan
Total
Less current portion
Noncurrent portion

Maturities

Interest Rate

2019

October 23, 2029

2% margin plus LIBOR

= 1,456,354,537
P

=1,619,699,376
P

October 23, 2029
October 23, 2029

2.35% margin plus LIBOR
2% + PDST-F rate

5,788,111,406
4,340,746,817

6,432,878,293
4,650,211,490

March 18, 2022

5.25%

3,895,935,779

4,905,576,025

October 7, 2025

5.25%

2,588,125,405
55,650,386,141
7,663,234,539
= 47,987,151,602
P

3,181,014,480
65,802,722,675
4,359,417,518
=61,443,305,157
P

2018

The Company’s foreign-currency denominated long-term loans were translated into Philippine peso
based on the prevailing foreign exchange rates as at financial reporting date (US$1= =
P50.64 on
December 31, 2019) (US$1= P
=52.58 on December 31, 2018).
The long-term debts are presented net of unamortized transaction costs. A rollforward analysis of
unamortized transactions costs follows:
Balances at beginning of year
Additions
Amortization (Note 25)
Write-off (Note 27)
Balances at end of year

2019
P
=659,876,005
–
(139,525,248)
(26,000,001)
P
=494,350,756

2018
=704,486,770
P
162,562,317
(207,173,082)
–
=659,876,005
P

Parent Company Loans
The Parent Company entered into unsecured long-term loan arrangements with domestic and
international financial institutions for its various development projects and working capital
requirements.
US$181.1 Million Notes
On January 20, 2011, the Parent Company issued a 10-year US$300.0 million notes
(P
=13,350.0 million) at 6.50% interest per annum which will mature in January 2021. The notes are
intended to be used by the Company to support the business expansion plans, finance capital
expenditures, service debt obligations and for general corporate purposes. Such notes were listed and
quoted on the Singapore Exchange Securities Trading Limited (SGX-ST).
On February 11, 2019, EDC issued an invitation to holders of its US$211.0 million 6.5% Notes due
on 2021, to tender the Notes up to an aggregate amount of US$50.0 million for purchase by EDC for
cash. On February 20, 2019, EDC accepted valid tender offers of Notes representing an aggregate of
US$29.9 million in the nominal amount of the Notes at a purchase price of US$1,057 per
US$1,000 principal amount of the Notes. The Company recognized loss on redemption amounting to
=92.4 million which includes =
P
P3.8 million worth of transaction cost arising from the valid tender
offers.
In 2017, the Company made a partial redemption of a total of $89.0 million (P
=4,525.4 million) in
nominal amount for $99.1 million (P
=5,040.0 million), resulting to a loss on extinguishment on the
loan amounting to $10.1 million (P
=514.6 million), which includes unamortized transaction cost
amounting to P
=21.1 million.
Notes redeemed were cancelled and subsequently de-listed from the SGX-ST in accordance with the
procedures thereof.
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The Parent Company entered into a loan agreement with IFC, a shareholder of the Parent Company,
on November 27, 2008 for US$100.0 million or its Peso equivalent of =
P4.1 billion.
On January 7, 2009, the Parent Company opted to draw the loan in Peso and received the proceeds
amounting to P
=4,048.8 million, net of P
=51.5 million front-end fee. The loan is payable in 24 equal
semi-annual installments after a three-year grace period at an interest rate of 7.4% per annum for the
first five (5) years subject to repricing for another five (5) to 10 years.
On May 20, 2011, the Parent Company signed a 15-year US$75.0 million loan facility with the IFC to
fund its medium-term capital expenditures program. The loan was drawn in Peso on
September 30, 2011 amounting to P
=3,262.5 million. The loan is payable in 24 equal semi-annual
installments after a two-year grace period at an interest rate of 6.657% per annum subject to repricing
for another five (5) to 10 years.
On March 22, 2018, the Parent Company signed a 15-year US$90.0 million loan facility with IFC to
fund its 2018 capital expenditures and other general corporate requirements of its existing geothermal
operations. The loan was drawn in Peso on June 22, 2018 amounting to P
=4,804.0 million at an
interest rate of 7.804%.
Following the consummation of this financing agreement, EDC and IFC have agreed to amend and
reduce the spread of the first two (2) loans to 1.30%.
In 2018, the reduction in the interest rate resulted to a gain totaling to P
=182.6 million which is the
difference between the original contractual cash flows and modified cash flows discounted using the
original effective interest rate (see Note 27).
All other terms and conditions of IFC Loans 1 and 2 remained the same.
FXCN
On April 4, 2012, EDC signed a 10-year FXCN facility agreement amounting to =
P7.0 billion which is
divided into two (2) tranches. The proceeds were used by EDC to prepay in full the previously issued
FRCN amounting to P
=7.0 billion. The FXCN tranches 1 and 2 bears a coupon rate of 6.6173% and
6.6108% per annum, respectively.
Debt issuance costs amounting to =
P100.2 million was capitalized as part of the new FXCN.
Amended FXCN
On April 30, 2015, EDC and the Noteholders amended the FXCN loan agreement to reduce the
interest rate to 5.25% for both Tranche 1 and Tranche 2 as well as to effect other amendments in
order to align the same with the other loan covenants of EDC.
Transaction costs related to the amended FXCN amounting to P
=64.7 million were capitalized to the
carrying amount of the FXCN loan.
2013 Peso Fixed-Rate Bonds
On May 3, 2013, EDC issued fixed-rate peso bonds with an aggregate principal amount of
=7.0 billion. The bonds, which have been listed on the PDEx, are comprised of P
P
=3.0 billion
seven-year bonds at 4.1583% and P
=4.0 billion 10-year bonds at 4.7312% due on May 3, 2020 and
May 3, 2023, respectively. Interest is payable semi-annually starting November 3, 2013. Transaction
costs incurred in connection with the issuance of the seven-year bonds and 10-year bonds amounted
to =
P39.1 million and =
P52.1 million, respectively.
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in the municipality of Burgos, Ilocos Norte with estimated project cost US$300.0 million.
US$80.0 Million Term Loan
On March 21, 2013, the Parent Company entered into a credit agreement with certain banks to avail
of a term loan facility of up to US$80 million with availability period of 12 months from the date of
the agreement.
On December 6, 2013, the Parent Company availed of the full amount of the term loan with maturity
date of June 21, 2018. The proceeds are intended to be used by the Parent Company for business
expansion, capital expenditures, debt servicing and for general corporate purposes. The term loan
carries an interest rate of 1.8% margin plus LIBOR. Debt issuance costs related to the term loan
amounted to US$1.9 million (P
=78.2 million), including front-end fees and commitment fee. The
repayment of the term loan shall be made based on the following schedule: 4% and 5% of the
principal amount on the 15th and 39th month from the date of the credit agreement, respectively; and
91% of the principal amount on maturity date.
On June 21, 2018, the Parent Company fully settled the US$80.0 million term loan.
=
P 291.2 Million Term Loan
On December 8, 2015, EDC signed a P
=291.2 million loan at 5.75% per annum maturing on
December 17, 2030 with Development Bank of the Philippines. The P
=291.2 million term loan was
used to finance the Burgos Solar Phase I Project. On December 17, 2017, the loan agreement was
amended to reduce the interest rate to 5.50% per annum.
=
P 1.5 Billion Term Loan
On June 24, 2016, EDC secured a P
=1.5 billion loan at 5.25% per annum maturing on
December 5, 2026 with Union Bank of the Philippines. The =
P1.5 billion term loan was used to
refinance the outstanding P
=3.5 billion fixed rate bonds which matured on December 4, 2016 and to
fund other general corporate purposes.
=
P 1.0 Billion Term Loan
On December 1, 2016, EDC secured a =
P1.0 billion loan at 5.58% per annum maturing on
December 5, 2031 with Security Bank Corporation. The P
=1.0 billion term loan was used to refinance
the outstanding P
=3.5 billion fixed rate bonds which matured on December 4, 2016 and to fund other
general corporate purposes.
UBP =
P 2.0 Billion Term Loan
On April 5, 2017, EDC secured a =
P2.0 billion loan at 5.44% per annum maturing on April 12, 2032
with Union bank of the Philippines.
SBC =
P 3.0 and =
P 1.0 Billion Term Loans
On April 26, 2017, EDC secured P
=3.0 billion loan at 5.32% per annum and P
=1.0 billion loan at 5.43%
with Security Bank Corporation maturing on May 4, 2027 and May 4, 2032, respectively.
BPI =
P 1.0 Billion Term Loan
On May 26, 2017, EDC secured a P
=1.0 billion loan at 5.21% per annum maturing on June 1, 2027
with Bank of the Philippine Island.
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P 500.0 Million Term Loan
On May 26, 2017, EDC secured a P
=500.0 million loan at 4.74% per annum maturing on June 1, 2022
with Philippine National Bank.
SBC =
P 500.0 Million Term Loan
On July 26, 2017, EDC secured a =
P500.0 million loan at 5.49% per annum maturing on May 4, 2032
with Security Bank Corporation.
BOC =
P 2.0 Billion Term Loan
On July 19, 2018, EDC secured a =
P2.0 billion floating loan maturing on October 29, 2021 with Bank
of Commerce. On March 28, 2019, EDC prepaid this term loan and recognized loss on prepayment
amounting to P
=4.6 million which pertains to unamortized transaction cost (see Note 27).
BPI =
P 5.0 Billion Term Loan
On July 20, 2018, EDC secured a =
P5.0 billion floating loan maturing on October 29, 2021 with Bank
of the Philippine Island. On April 1, 2019, EDC prepaid this term loan and recognized loss on
prepayment amounting to =
P8.6 million which pertains to unamortized transaction cost (see Note 27).
BDO =
P 4.0 Billion Term Loan
On July 25, 2018, EDC secured a =
P4.0 billion floating loan maturing on October 29, 2021 with BDO
Unibank, Inc. On April 29, 2019, EDC prepaid this term loan and recognized loss on prepayment
amounting to P
=7.7 million which pertains to unamortized transaction cost (see Note 27).
MBL =
P 500.0 Million Term Loan
On November 21, 2018, EDC secured a =
P500.0 million loan at 6.59% per annum maturing on
November 26, 2021 with Mizuho Bank, LTD. On May 27, 2019, EDC prepaid this term loan and
recognized loss on prepayment amounting to P
=1.3 million which pertains to unamortized transaction
cost (see Note 27).
EBWPC Loan
On October 17, 2014, EDC has signed a secured US$315.0 million loan for Burgos Wind Project
(Commercial Debt Facility US$37.5 million, ECA Debt Facility US$150 million, Commercial Debt
Facility =
P5.6 billion). This is a financing facility for the construction of the 150 MW Burgos Wind
Project (BWP) in Ilocos Norte. The facility, which consists of US dollar and Philippine peso
tranches, will mature in 15 years. Portion of the proceeds received from the financing facility was
used to settle the outstanding bridge loans in October 2014.
On June 15, 2015, EBWPC has fully drawn the US$315.0 million financing agreement in ECA Debt
Facility, USD Commercial Debt Facility, and Peso Commercial Debt Facility with various banks. As
of December 31, 2019, EBWPC has seven (7) interest rate swaps (IRS) with aggregate notional
amount of US$181.25 million. This is to partially hedge the interest rate risks on its ECA and USD
Commercial Debt Facility (Hedged Loan) that is benchmarked against six (6) months US LIBOR
(see Note 31).
Under the agreement of the EBWPC’s Project Financing, EBWPC’s debt service is guaranteed by the
Parent Company.
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loan due in next six (6) months amounting to =
P796.7 million as of December 31, 2018 (see Note 11).
In August 2019, pursuant to the “reserve support instruments” clause of the loan agreement, EBWPC
secured an acceptable credit support instrument issued by Sumitomo Mitsui Banking Corporation in
lieu of the cash deposit standing in DSRA.
=8.5 Billion GCGI Term Loan
P
On March 6, 2015, GCGI completed the execution of separate loan agreement each with Asia United
Bank Corporations, Bank of the Philippine Islands, BDO Unibank Inc., Development Bank of the
Philippines, Land Bank of the Philippines, Rizal Commercial Banking Corporation, Robinsons Bank
Corporation and Union Bank of the Philippines for the total amount of =
P8.5 billion at 5.25% per
annum maturing on March 6, 2022. BDO Capital and Investment Corporation acted as sole arranger.
As part of the agreement, GCGI has provided a DSRA for the principal and interest payment of the
loan amounting to P
=467.5 million and P
=430.2 million as of December 31, 2019 and 2018,
respectively (see Note 11).
P5.0 Billion BGI Term Loan
=
On September 9, 2015, BGI completed the execution of separate loan agreements with BDO
Unibank, Inc, Bank of the Philippine Islands and Security Bank Corporation for the total amount of
=5.0 billion with maturity period of 10 years.
P
The initial drawdown amounting to P
=2.5 billion was made on October 7, 2015 while the remaining
=2.5 billion was drawn on December 7, 2015.
P
BDO Capital and Investment Corporation acted as a structuring supervisor and sole bookrunner.
As part of the agreement, BGI has provided a DSRA for the principal and interest payment of the loan
amounting to P
=193.7 million and P
=195.0 million as of December 31, 2019 and 2018, respectively
(see Note 11).
FG Hydro Loan
On May 7, 2010, FG Hydro signed a 10-year =
P5.0 billion loan agreement with PNB and Allied Bank,
maturing on May 7, 2020. The loan is secured by a real estate and chattel mortgages on all present
and future mortgageable assets of FG Hydro. The loan carries an interest rate of 9.025% subject to
repricing after five years. Loan repayment is semi-annual based on increasing percentages yearly
with the first payment made on November 8, 2010. The loan proceeds were used to finance the full
payment of the Deferred Payment Facility and the PRUP, and fund general corporate and working
capital requirements of FG Hydro.
On November 7, 2012, FG Hydro’s outstanding loan amounting to P
=4.3 billion was restructured by
way of an amendment to the loan agreement. The amended agreement provided for a change in the
determination of the applicable interest rates and extended the maturity date of the loan by two years
with the last repayment to be made on November 7, 2022. FG Hydro has the option to select its new
applicable interest rate between a fixed or a floating interest rate. FG Hydro initially opted to avail of
the loan at the floating rate which is the higher of the 6-month PDST-F rate plus a margin of
1.50% per annum or the BSP overnight rate plus a margin of 1% per annum as determined on the
interest rate setting date. On May 7, 2015, both parties agreed to replace the six-month PDST-F rate
with the six-month PDST-R2 rate as the floating benchmark rate going forward, while the floor rate
for a floating loan was pegged at the BSP overnight rate. FG Hydro had a one-time option to convert
to a fixed interest rate for the remaining life of the loan at least seven (7) banking days before any
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On February 29, 2016, the loan agreement was amended to release from the loan security all present
and future chattel and non-critical real assets as specified under the amendment.
On May 7, 2018 and May 8, 2017, FG Hydro made voluntary partial prepayments of the principal
loan balance amounting to =
P0.5 billion and P
=0.6 billion, respectively.
On November 7, 2018, FG Hydro fully paid the remaining outstanding loan amounting to
=0.3 billion.
P
On November 16, 2018, following the full repayment of the loan, PNB Trust Banking Group
executed a release of mortgage in favor of FG Hydro to cancel and discharge the Real Estate
mortgages created under the loan. The release was registered with the Register of Deeds in Talavera,
Nueva Ecija on December 5, 2019, thereby terminating the mortgages on FG Hydro’s assets.
FG Hydro was obligated to comply with certain covenants with respect to maintaining specified
debt-to-equity and minimum debt service coverage ratios, as set forth in its loan covenant with
creditors. As of December 31, 2017 and until the full payment of the PNB Loan in November 2018,
FG Hydro was in compliance with these covenants.
Unused Credit Facilities
As of December 31, 2019 and 2018, the Company has =
P23,553.5 million and P
=24,693.3 million,
respectively, of unused credit facilities from various local banks, which may be availed of for future
operating activities.
Loan Covenants
The loans of the Parent Company and its subsidiaries are subject to certain financial covenants. The
Parent Company is only required to maintain a certain level of debt to equity ratio while EBWPC is
obliged to meet an acceptable level of debt to equity ratio and debt service coverage ratio.
As of December 31, 2019 and 2018, the Parent Company, EBWPC, GCGI and BGI are in compliance
with the loan covenants of all their respective outstanding debts.

18. Provisions and Other Long-term Liabilities
Provision for rehabilitation and restoration
costs (Notes 3, 12 and 14)
Provision for sick leave and vacation leave
Others (Notes 3, 25 and 32)

2019

2018

P
=1,256,441,245
295,045,572
632,513,451
P
=2,184,000,268

=860,660,280
P
310,023,570
664,006,583
=1,834,690,433
P

Provision for rehabilitation and restoration costs
This account includes the provision for rehabilitation and restoration costs of the Company which
pertain to the present value of estimated costs of legal and constructive obligations required to restore
all the existing sites upon termination of the cooperation period. The nature of these restoration
activities includes dismantling and removing structures, rehabilitating wells, dismantling operating
facilities, closure of plant and waste sites, and restoration, reclamation and re-vegetation of affected
areas. The obligation generally arises when the asset is constructed or the ground or environment at
the site is disturbed. When the liability is initially recognized, the present value of the estimated costs
is capitalized as part of the carrying amount of the related FCRS and production wells under

*SGVFS039100*

- 79 “Property, plant and equipment” and “Exploration and evaluation assets” accounts (see Notes 12
and 14).
The rollforward analysis of the provision for rehabilitation and restoration costs is presented below:
Balances at beginning of year
Effect of revision of estimate (Notes 12 and 14)
Accretion of interest (Note 25)
Balances at end of year

2019
P
=860,660,280
337,104,723
58,676,242
P
=1,256,441,245

2018
P972,734,293
=
(168,736,315)
56,662,302
=860,660,280
P

Provision for sick leave and vacation leave
This account consists of provision for vacation and sick leave entitlement of active employees which
can be monetized and converted into cash. The provision pertains to the unused vacation and sick
leaves at the end of the calendar year up to the maximum allowed leave credits for provision.
Vacation and sick leave credits exceeding the maximum allowed are forfeited.
The calculation of the provision for vacation and sick leave entitlement is actuarially determined
using assumptions such as discount rate and salary rate increase. In determining the appropriate
discount rate, the Company considers the interest rates on government bonds denominated in Peso
and have terms to maturity approximating the terms of related liability.
Details of provision for vacation and sick leave as of and for the years ended December 31, 2019 and
2018 are as follows:
Balances at beginning of year
Expense (reversal)
Balances at end of year

2019
P
=310,023,570
(14,977,998)
P
=295,045,572

2018
=301,889,741
P
8,133,829
=310,023,570
P

Others
Others include provision for pending assessments from various regulatory agencies and outstanding
legal cases including the corresponding interest thereon. Such estimated costs were developed in
consultation with in-house and external legal counsels and are based on the thorough analysis of the
potential outcomes. It is possible, however, that future results of operations could be materially
affected by changes in the estimates or in the effectiveness of the strategies relating to these
proceedings.
Others also include the deposits from contestable customers pursuant to the Retail Supply Contract
entered into by BGI and its customers.
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amounted to =
P575.6 million and =
P664.0 million, respectively. Details of provision for pending
assessments are as follows:
Balances at beginning of year
Addition
Accretion of interest (Notes 3 and 25)
Settlements
Balances at end of year

2019
P
=664,006,583
48,126,639
7,811,107
(144,379,918)
P
=575,564,411

2018
=631,192,616
P
48,126,639
7,750,706
(23,063,378)
=664,006,583
P

19. Equity
Capital Stock
As required under the Philippine Constitution, the Parent Company is subject to the nationality
requirement that at least 60% of its capital stock must be owned by Filipino citizens since it is
engaged in the exploration and exploitation of the country’s energy resources. The Parent Company
is compliant with the said nationality requirement as of December 31, 2019 and 2018.
Beginning December 13, 2006, the 15.0 billion common shares of EDC were listed and traded on the
PSE at an initial public offering price of P
=3.2 per share.
On May 19, 2009, the BOD and the stockholders approved an increase in EDC’s authorized capital
stock from P
=15.1 billion comprising of 15.0 billion common shares with a par value of
=1.00 per share or aggregate par value of =
P
P15.0 billion, and 7.5 billion preferred shares with a par
value of =
P0.01 per share or aggregate par value of P
=75.0 million to =
P30.1 billion divided into
30.0 billion common shares with a par value of P
=1.00 per share or aggregate par value of
=30.0 billion, and 15.0 billion preferred shares with a par value of P
P
=0.01 per share or aggregate par
value of =
P150.0 million. The increase in authorized capital stock of the common shares was effected
by way of a 25% stock dividend, to be taken from EDC’s unrestricted retained earnings as of
December 31, 2008.
On October 12, 2009, the Philippine SEC approved the increase in the EDC’s authorized capital stock
from P
=15.1 billion to =
P30.1 billion divided into 30 billion common shares with a par value of
=1.00 per share and 15.0 billion preferred shares with a par value of P
P
=0.01 per share by way of
common stock dividends (totaling 3.75 billion common shares with any fractional shares being
subscribed by the EDC Retirement Fund and/or Trust for the EDC Executive/Employee Stock
Ownership Plan) and the subscription by the current preferred stockholders to 1.875 billion preferred
shares, representing 25% of the increase in the preferred shares at par value. The stock dividends
were distributed on November 23, 2009 to stockholders as of the record date of October 27, 2009.
On February 28, 2014, the BOD approved the reclassification of EDC’s 3.0 billion common shares
with a par value of =
P1.00 per share or aggregate par value of =
P3.0 billion out of the unissued
authorized common stock to 300.0 million non-voting preferred shares with a par value of
=10.00 per share or aggregate par value of =
P
P3.0 billion thereby creating a new class of preferred
shares. On November 24, 2014, the Philippine SEC approved the above reclassification from the
unissued authorized common shares of the Parent Company.
On August 3, 2017, EDC received notice from PREHC that PREHC filed a Tender Offer Report with
the Philippine SEC in which it indicated that it will launch a voluntary tender offer to acquire up to a
maximum of 8.9 billion common shares of EDC, representing approximately 31.7% of EDC’s total
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P7.25 per share. PREHC is indirectly held by a consortium of
investors comprising funds managed by Macquarie Infrastructure Management (Asia) Pty Limited,
Singapore Branch, a member of MIRA, and Arran Investment Pte Ltd, an affiliate of GIC Pte Ltd. of
Singapore.
The tender offer began on August 10, 2017 and ended on September 18, 2017.
The completion of the tender offer resulted to PREHC owning 31.7% of EDC’s outstanding voting
shares while Red Vulcan retains the controlling interest with 60.0% ownership of EDC’s outstanding
voting shares.
On August 7, 2018, the BOD of EDC approved the voluntary delisting (the Delisting) of its common
shares from the Main Board of the PSE and, in accordance with the PSE’s delisting rules and
regulations, to conduct a tender offer (the Tender Offer) for up to 2,040,006,713 common shares held
collectively by all shareholders of the Company other than Red Vulcan Holdings Corporation (Red
Vulcan), First Gen Corporation (First Gen), Northern Terracotta Power Corp. (NTPC), and PREHC,
at a price of =
P7.25 per common share (the Tender Offer Price).
On September 19, 2018, EDC filed a petition for the Delisting with the PSE.
The Tender Offer began on September 24, 2018 and ended on October 22, 2018.
Following the completion of the Tender Offer, a total of 2,009,107,731 common shares, representing
approximately 10.72% of EDC’s outstanding voting shares were tendered pursuant to the Tender
Offer, accepted and thereafter purchased by EDC via a block sale through the facilities of the PSE on
November 5, 2018. The shares were purchased at the Tender Offer Price with a total transaction
value of =
P14,566.0 million.
On November 14, 2018, the BOD of the PSE granted the petition for voluntary delisting filed by EDC
and accordingly ordered the delisting of EDC’s common shares from the official registry of the PSE
(electronic and board ticker) effective on November 29, 2018.
On December 3, 2018, the BOD of EDC approved the issuance of additional 326,250,000
non-preemption common shares to PREHC out of its existing unissued capital stock at an issue price
of P
=7.25 per common share.
As of December 31, 2019 and 2018, the outstanding voting preferred and common shares are 65.0%
held by Filipino citizens, with Red Vulcan holding a total of 16.9 billion shares, or an equivalent of
44% economic interest.
The ownership of the Parent Company’s preferred shares is limited to Filipino citizens. The voting
issued and outstanding preferred shares are entitled to 8% cumulative dividends. On April 5, 2019
and May 9, 2019, the BOD and the stockholders, respectively, approved the amendment to the
Seventh Article of the Articles of Incorporation of the Parent Company, to increase the dividends of
the voting preferred shares by adding a fixed annual dividends at the rate as may be determined and
revised from time to time by the BOD, in addition to the current dividend rate of eight percent (8%)
of the par value of the voting preferred shares. The Amended Articles of Incorporation of the Parent
Company was approved by the Philippine SEC on October 17, 2019. Red Vulcan holds the entire
9.4 billion outstanding voting preferred shares equivalent to 35.5% voting interest in EDC as of
December 31, 2019 and 2018. The combined interest of Red Vulcan entitles it to 63.9% voting
interest and 44.0% economic interest in EDC as of December 31, 2019 and 2018.
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follows:
Voting preferred shares
Common shares

2019
1
960

2018
1
593

2017
1
576

Details of the number of non-voting preferred shares, voting preferred shares and common shares as
of December 31, 2019, 2018 and 2017 are as follows:
Non-voting preferred shares =10.00 par value per share
P
Authorized
Issued and outstanding
Voting preferred shares =0.01 par value per share
P
Authorized
Issued and outstanding
Common shares =1.00 per share par value
P
Authorized
Issued
Outstanding (net of
2.0 billion Treasury
Stock as at
December 31, 2019 and
2018, and 13.0 million
Treasury Stock as of
December 31, 2017)

2019

2018

2017

300,000,000
–

300,000,000
–

300,000,000
–

15,000,000,000
9,375,000,000

15,000,000,000
9,375,000,000

15,000,000,000
9,375,000,000

27,000,000,000
19,076,250,000

27,000,000,000
19,076,250,000

27,000,000,000
18,750,000,000

17,053,183,392

17,054,152,269

18,737,010,000

As of December 31, 2019, the Parent Company’s preferred stock consists of the following:
·

The voting preferred shares have voting rights, entitled to cumulative dividend rate of
8.0% per annum, and redeemable at par in the event that restrictions on foreign share ownership
are lifted. On October 17, 2019, the Philippine SEC approved the amendment in the Parent
Company’s Articles of Incorporation to increase the dividends of the voting preferred shares by
adding a fixed annual dividends at the rate as may be determined and revised from time to time
by the BOD, in addition to the current dividend rate of eight percent (8%) of the par value of the
voting preferred shares.

·

The non-voting preferred shares have non-voting rights, entitled to cumulative dividend at a rate
to be determined by the Board of Directors at the time of issuance, and redeemable at the option
of the Parent Company.

Preferred shares, regardless if voting or non-voting, are non-participating and non-convertible to
common shares.
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On August 7, 2018, the BOD, as part of the Company’s plan to voluntary delist, approved the
buyback of up to 2.04 billion common shares held collectively by all shareholders of the Company
other than Red Vulcan, First Gen, NTPC and PREHC at a price of P
=7.25 per common share.
On March 6, 2015, the BOD approved the authority to undertake a two-year share buy-back program
authorizing the management to buy at its discretion from the market the Company’s share up to an
aggregate value of P
=4.0 billion worth of the Company’s shares. The share buy-back program
commenced on March 15, 2015 and concluded on March 14, 2017.
As of December 31, 2019, the details of the shares acquired are as follows:
Date of Acquisition
October 16, 2019
September 25, 2019
June 6, 2019
April 21, 2019
April 11, 2019
February 22, 2019
November 5, 2018
May 3, 2016
May 2, 2016
April 8, 2016
January 11, 2016
January 8, 2016
December 14, 2015
December 11, 2015
Total

Number of
Shares
680,000
31,875
111,670
19,707
5,625
120,000
2,009,107,731
1,000,000
390,000
2,000,000
900,000
3,700,000
2,000,000
3,000,000
2,023,066,608

Average price
per share
Total Amount
=7.2500
P
=4,930,000
P
7.2500
231,094
7.2500
809,607
7.2500
142,876
7.2500
40,781
7.2500
870,000
7.2500 14,566,031,050
5.6350
5,650,299
5.6623
2,214,701
5.6370
11,303,312
5.5475
5,005,731
5.6394
20,921,074
5.5813
11,190,764
5.7267
17,225,627
=14,646,566,916
P

Common Shares in Employee Trust Account
On March 25, 2008, the BOD of the Parent Company approved a share buyback program involving
up to =
P4.0 billion worth of the Parent Company’s common shares, representing approximately 4% of
the Parent Company’s market capitalization as of the date of the approval. The buyback program was
carried out within a two-year period which commenced on March 26, 2008 and ended on
March 25, 2010. The Parent Company intended to implement an executive/employee stock option
ownership plan through options, grants, purchases, or such other equivalent methods. In 2008, the
Parent Company acquired a total of 93.0 million common shares for a total cost of P
=404.2 million.
In 2009, 93.0 million common shares (before the 25% stock dividend) held in treasury that were
acquired in 2008 at the cost of P
=404.2 million have been issued irrevocably by the Parent Company to
BDO Trust for the benefit of the executive/employee grantees under the Parent Company’s Employee
Stock Grant Plan (ESGP).
The ESGP is an integral part of the Parent Company’s total rewards program for its officers and
employees and is intended to provide an opportunity for participants to have real and personal direct
interest in the Parent Company.
The BDO Trust is an independent and separate legal entity. EDC has neither control nor discretion
over the administration and investment activity on the common shares in executive/employee benefit
trust held by BDO Trust. These shares are part of the issued and outstanding common shares and are
entitled to vote and receive dividend. These shares will not revert to EDC even if the planned stock
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and exclusive benefit of the officers and employees of EDC who are identified grantees of such stock
plans. Any capital appreciation or decline in value, dividends, or other benefits declared on these
shares shall accrue to the trust account and EDC shall not have any claim thereon. The issuance of
the common shares to BDO Trust was recognized under the “Common shares in employee trust
account” account in the consolidated statements of financial position.
The stock grants are given in lieu of cash incentives and bonuses. The grant of shares under the
ESGP does not require an exercise price to be paid by the awardees. The granted shares will vest
over a three-year period as follows: 20% after the first anniversary of the grant date; 30% after the
second anniversary of the grant date; and the remaining 50% after the third anniversary of the grant
date. Awardees that resign or are terminated will lose any right to unvested shares. There are no cash
settlement alternatives.
The ESGP covers officers and employees of the Parent Company or other individuals whom the
Committee may decide to include. The Committee shall maintain the sole discretion over the
selection of individuals to whom awards may be granted for any given calendar year.
Total stock awards granted by the Committee to officers and employees of EDC from 2009 to 2013
amounted to 17.1 million shares of which 15.5 million shares vested. No stock awards have been
granted by the Committee since 2013.
In 2017, in connection with the public tender offer of PREHC to acquire common shares of EDC, the
BDO Trust tendered a total of 88.0 million EDC common shares out of the 100.7 million remaining
common shares which have been issued irrevocably by EDC, for =
P633.7 million at =
P7.20 per share,
resulting to an APIC of =
P327.7 million. The proceeds from the sale of these shares were transferred
by the BDO Trust to the Company’s retirement fund (see Note 28).
In 2018, in connection with the tender offer of EDC to acquire its common shares owned by the
public as part of its planned voluntary delisting, the BDO Trust tendered all the remaining common
shares which have been issued irrevocably by EDC, for =
P111.8 million, resulting to an APIC of
=67.5 million. The proceeds from the sale of these shares were transferred by the BDO Trust to the
P
Company’s retirement fund (see Note 28).
In November 2019, 10 years after the Plan’s adoption date, which reckoned from the filing of the
10-1 with the SEC in November 2009, the Parent Company’s ESGP ended.
Cumulative Translation Adjustments
The details of cumulative translation adjustments as of December 31, 2019 and 2018 are as follows:
Foreign exchange adjustments
EBWPC’s change in functional currency
Balances at end of year

2019
P
=259,863,962
417,367,032
P
=677,230,994

2018
=397,973,803
P
417,367,032
=815,340,835
P

The movements in the “Foreign exchange adjustments” account in 2019 and 2018 are as follows:
Balances at beginning of year
Foreign exchange adjustments
Balances at end of year

2019
P
=397,973,803
(138,109,841)
P
=259,863,962

2018
=59,501,819
P
338,471,984
=397,973,803
P
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change in functional currency was accounted for prospectively. Balances as of January 1, 2016 were
translated using the exchange rate at the date of change and the resulting translated amounts for
nonmonetary items are treated as their historical cost. The change in functional currency resulted in
an exchange difference amounting to =
P417.4 million which was presented as part of the “Cumulative
translation adjustments” in the consolidated statement of financial position.
Equity Reserve
On October 16, 2008, EDC, First Gen and FG Hydro entered into a Share Purchase and Investment
Agreement (SPIA), whereby EDC shall own 60% of the outstanding equity of FG Hydro, which was
then a wholly owned subsidiary of First Gen prior to the SPIA. FG Hydro and EDC were subsidiaries
of First Gen at that time and were, therefore, under common control of First Gen. The acquisition
was accounted for similar to a pooling-of-interests method since First Gen controlled FG Hydro and
EDC before and after the execution of the SPIA. EDC recognized equity reserve amounting to
=
P3,706.4 million pertaining to the difference between the acquisition cost and EDC’s proportionate
share in the paid-in capital of FG Hydro.
Retained Earnings
Dividends
Following are the dividends declared by the Parent Company:
Declaration date
2019:
May 24, 2019

Record date

Payment date

Shareholders

Description

May 23, 2019

June 19, 2019

November 15, 2019

December 20, 2019

January 16, 2020

Common
Preferred
Preferred
Preferred
Common

Regular
Regular
Regular
Regular
Regular

Declaration date
2017:
February 28, 2017

Record date

Payment date

Shareholders

Description

March 20, 2017

April 12, 2017

Common
Preferred

Regular
Regular

Dividend
per share
=0.1759
P
0.0305
0.0008
0.0008
0.2461

Dividend
per share
=0.14
P
0.0008

Total amount
=2,999,822,352
P
286,000,000
7,500,000
7,500,000
4,200,000,000
=7,500,822,352
P

Total amount
=2,623,181,400
P
7,500,000
=2,630,681,400
P

No dividends were declared in 2018.
Appropriation of Retained Earnings
In December 2018, the BOD of the Company approved a resolution to appropriate =
P20.0 billion out
of the Company’s unrestricted retained earnings for its planned loan principal payment for loans
maturing in 2020 to 2022. In December 2019, the BOD of the Company approved a resolution to
appropriate additional P
=6.7 billion out of the Company's unrestricted retained earnings for the same
purpose.
NCI
The non-controlling interests in the consolidated financial statements represent mainly the ownership
by First Gen of 100% of preferred shares and 40% of common shares of FG Hydro.
In 2019 and 2018, FG Hydro declared and paid dividends amounting to P
=1.0 billion and
=200.0 million, of which, =
P
P400.0 million and =
P80.0 million are attributable to non-controlling
common shareholder, respectively. No similar dividends were declared and paid by FG Hydro
in 2017.
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and for each of the three (3) years in the period ended December 31, 2019:
Statements of financial position

Current assets
Noncurrent assets
Total Assets

2019
2018
(In Thousand Pesos)
P
=1,115,417
=672,002
P
4,021,881
4,366,805
P
=5,137,298
=5,038,807
P

Current liabilities
Noncurrent liabilities
Total Liabilities
Total Equity
Total Liabilities and Equity

2019
2018
(In Thousand Pesos)
P
=143,337
=122,581
P
70,422
41,586
213,759
164,167
4,923,539
4,874,640
P
=5,137,298
=5,038,807
P

Statements of comprehensive income
2019

Revenue
Cost and operating expenses
Other charges
Income before income tax
Provision for income tax
Net income
Other comprehensive income
Total comprehensive income

2018
(In Thousand Pesos)
P
=2,391,251
=1,864,287
P
(1,245,122)
(1,259,110)
23,901
(12,244)
1,170,030
592,933
(112,582)
(112,101)
1,057,448
480,832
–
–
P
=1,057,448
=480,832
P

2017
=1,645,074
P
(621,048)
(301,293)
722,733
(141,797)
580,936
–
=580,936
P

Statements of cash flows
2019
Net cash flows from operating
activities
Net cash flows used in investing
activities
Net cash flows used in financing
activities
Net increase (decrease) in cash
and cash equivalents

2018
(In Thousand Pesos)

P
=1,451,762

=1,411,057
P

2017
=1,025,146
P

(523,406)

(34,918)

(5,447)

(1,000,000)

(1,214,960)

(876,315)

=161,179
P

=143,384
P

(P
=71,644)

20. Related Party Transactions
Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and operating
decisions. Parties are also considered to be related if they are subject to common control.
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December 31, 2019, 2018 and 2017 with entities under common control:

Related Party
Due to related parties
First Gen

FGP Corp
Lopez Holding
First Gas Power
Corporation

Dividends payable
(Note 16)
Philippine Renewable
Energy Holdings Corp.
Red Vulcan
First Gen

Due from related parties
First GES
Thermaprime

Trade and other
receivables (Note 7)
First GES
Rockwell Land
Corporation - The
Grove (RLC-TG)
Rockwell Land
Corporation - Sheridan
Rockwell Land
Corporation Edades
Tower and Green
(RLC-ETG)
Rockwell Land
Corporation - Tera
First Philippine Industrial
Corporation (FPIC)
First Gen Hydro Power
Corporation (FGHPC)
Rockwell Land
Corporation - Santolan
Rockwell Powerplant
Thermaprime

Entities under common
control
Trade and other
payables (Note 16)
Thermaprime

Nature of Transaction

Terms

Consultancy fee

Unsecured and will
be settled in cash

Dividend
Survey services
Interest-free advances
Interest-free advances
Interest-free advances
Interest-free advances

Dividend
Dividend
Dividend

Transactions for the years
ended December 31
2019
2018

2017

Outstanding Balances as of
December 31
2019
2018

= 57,058,824
P

=383,435,294
P

=383,435,294
P

=–
P

=31,952,940
P

26,194,892
10,900,000
11,063,272
–
–
12,401,786

–
–
17,932,290
25,760
–
215,858

277,699,156
–
33,814,841
235,455
30,249,215
2,293,851

–
–
2,642,871
–
–
–

–
–
2,654,181
17,469
–
–

= 117,618,774
P

=401,609,202
P

=727,727,812
P

= 2,642,871
P

=34,624,590
P

Unsecured and will =
P3,895,309,434
be settled in cash
- do 3,166,489,241
- do 62,869,824
= 7,124,668,499
P

=
P–

=– P
P
= 2,272,317,626

=–
P

–
–
=–
P

– 1,847,162,449
–
36,674,932
=– =
P
P4,156,155,007

–
–
=–
P

- do - do - do - do -

Other services
Lease drilling

- do - do -

Sale of electricity
- do -

Unsecured and will
be settled in cash
- do -

- do -

= 6,811,916
P
1,597,534
= 8,409,450
P

=41,024,013
P
–
=41,024,013
P

=71,911,910
P
–
=71,911,910
P

= 30,515,382
P
1,597,534
= 32,112,916
P

=794,735
P
–
=794,735
P

= 869,330,831 P
P
=1,873,178,749 P
=1,596,294,183

= 76,786,081
P

=170,736,814
P

5,118,689

7,979,388

4,865,100

–

76,256,269

69,255,165

- do -

54,584,196

–

- do -

- do -

42,421,006

43,262,385

10,201,080

2,742,845

4,569,812

- do -

- do -

37,405,245

–

–

2,680,669

–

- do -

- do -

–

1,144

1,384

–

323

- do -

- do -

–

46,825,451

8,229,508

–

–

- do -

- do -

304,804

–

–

–

–

- do Sale of rigs

- do - do -

1,856,476
–
–
–
1,020,000
–
= 1,082,158,827 P
P
=2,033,542,894 P
=1,631,393,358

–
–
= 92,193,384
P

–
–
=183,286,337
P

= 192,626,358
P

=131,498,696
P

Drilling and other Unsecured and will =
P1,161,690,180
related services
be settled in cash
First Balfour Inc.
Civil Works and other
- do 881,513,707
services
First GES
Purchase of services
- do 41,783,722
and utilities
Rockwell Land
Purchase of services
- do –
Corporation
and utilities
First Philec Manufacturing Purchase of services
- do –
Technologies Corp
and utilities
Skycable
Purchase of services
- do –
and utilities

16,667,203

=722,043,718 P
P
=1,114,627,333
663,476,497

1,021,737,911

487,064,889

625,882,087

91,863,444

129,881,112

11,389,434

8,438,477

50,631

6,649,211

2,431,475

2,431,475

–

–

2,077,482

2,435,482

–

3,640,000

1,458,482

1,458,482

(Forward)
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Related Party
Adtel

Nature of Transaction
Purchase of services
and utilities
First Philippine Realty
Purchase of services
Corporation
and utilities
First Philippine Industrial Purchase of services
Corporation
and utilities
First Philec Inc.
Purchase of services
and utilities
ABS-CBN Corporation
Purchase of services
and utilities
Purchase of services
Securities Transfer
Services, Inc.
and utilities
ABS-CBN Publishing, Inc. Purchase of services
and utilities

Miscellaneous Income
First Gen

Dividend

Terms
- do -

Transactions for the years
ended December 31
2019
2018
2017
= 333,950
P
=626,047
P
=2,819,096
P

Outstanding Balances as of
December 31
2019
2018
= 572,714
P
=781,568
P

- do -

3,814,493

1,899,772

1,677,502

567,366

220,840

- do -

151,544

326,455

–

465,225

321,931

- do -

–

373,110

–

358,000

–

- do -

132,996

2,204,889

147,321

132,996

–

- do -

43,234

36,720

409,969

43,234

–

- do -

–

–

–

3,600

3,600

= 2,089,463,826 P
P
=1,482,901,283 P
=2,281,589,455

= 699,191,255
P

=773,472,638
P

=–
P

=–
P

Unsecured and will
be settled in cash

= 6,762,910
P

=4,303,670
P

=4,303,670
P

The amounts outstanding are unsecured and will be settled in cash. The Company did not recognize
any impairment losses on receivables from related parties in 2019, 2018 and 2017. Entities under
common control consists of subsidiaries (direct or indirect) of Lopez, Inc., the Company’s ultimate
parent.
i.

First Gen
Consultancy agreement
First Gen provides financial consultancy, business development and other related services to the
Parent Company under a consultancy agreement.
Under the latest contract, First Gen agrees to provide consultancy services to the Parent Company
until December 31, 2020.
The total consultancy services amounted to =
P57.1 million in 2019 and P
=383.4 million in 2018 and
2017 and were included in the “Purchased services and utilities” under “General and
administrative expenses” accounts (see Note 23).
Equity securities
As of December 31, 2019 and 2018, EDC owns First Gen shares with fair market values totaling
to =
P297.0 million and =
P245.7 million, respectively. These acquired First Gen shares were
recognized in the consolidated statements of financial position as financial assets at FVOCI as at
December 31, 2019 and 2018 (see Note 9).
Dividend income earned from the investment in First Gen shares amounted to =
P6.8 million in
2019 and P
=4.3 million in 2018 and 2017 (see Note 9).

ii. First Balfour, Inc. (First Balfour)

Following the regular bidding process, the Company awarded to First Balfour procurement
contracts for various works such as civil, structural and mechanical/piping works in the
Company’s geothermal, wind and solar power plants.
As of December 31, 2019 and 2018, the outstanding balance amounted to =
P487.1 million and
=625.9 million, respectively, recorded under “Trade and other payables” account in the
P
consolidated statements of financial position (see Note 16).
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Thermaprime Well Services, Inc. (Thermaprime) is a subsidiary of First Balfour, a wholly owned
subsidiary of First Holdings. Thermaprime provides drilling services such as, but not limited to,
rig operations, rig maintenance, well design and engineering. Thermaprime provides drilling
services and drilling rig preservation services to EDC.
On August 31, 2018, EDC entered into a contract with Thermaprime for the sale of Rigs and its
ancillary items for an amount of =
P1.0 million, exclusive of VAT. The loss on sale amounting
=38.0 million was recognized under “Miscellaneous income” (see Note 27).
P
As of December 31, 2019 and 2018, the outstanding balance payable to Thermaprime amounted
to =
P192.6 million and =
P131.5 million, respectively, recorded under “Trade and other payables”
account in the consolidated statements of financial position (see Note 16).
iv. Rockwell Land Corporation

In 2019, the Parent Company entered into an agreement with Rockwell Land Corporation
(Rokwell) for the lease of an office space in Rockwell Business Center.
As December 31, 2019, the outstanding lease liability related to Rockwell amounted to
=
P204.5 million.
Intercompany Guarantees
The Parent Company issued a credit line amounting to US$80.0 million in favor of its subsidiary,
EDC Chile Limitada, as evidence of the Parent Company’s financial support for EDC Chile
Limitada’s participation in the bids for geothermal concession areas by the Chilean Government.
Also, the Parent Company issued letters of credit in favor of its subsidiaries in Peru, namely, EDC
Peru S.A.C. and EDC Energia Verde Peru SAC at US$0.27 million each as evidence of the Parent
Company’s financial support for the geothermal authorizations related to the exploration drilling
activities of the said entities. Except for the credit line issued to EDC Chile Limitada, and letters of
credit issued in favor of EDC Chile Limitada, EDC Peru S.A.C. and EDC Energia Verde Peru SAC
as mentioned above, there were no guarantees that have been given to and/or received from any other
related party as of December 31, 2019 and 2018.
Remuneration of Key Management Personnel
The remuneration of the directors and other members of key management personnel by benefit type
are as follows:
Short-term employee benefits
Post-employment benefits
(Note 28)

2019
P
=162,032,941

2018
=142,051,473
P

2017
=129,310,046
P

11,490,354
P
=173,523,295

11,533,421
=153,584,894
P

12,394,480
=141,704,526
P
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Revenue from contracts with customers
a. Power purchase agreements (PPAs)
588.4 MW Unified Leyte
The PPA provides, among others, that NPC shall pay the Parent Company a base price per
kilowatt-hour of electricity delivered subject to inflation adjustments. The PPA stipulates a
contracted annual energy of 1,370 GWH for Leyte-Cebu and 3,000 GWH for Leyte-Luzon
throughout the term of the PPA. It also stipulates that the Parent Company shall specify the
nominated energy for every contract year. The contract is for a period of 25 years, which
commenced in November 1997.
52.0 MW Mindanao I
The PPA provides, among others, that NPC shall pay the Parent Company a base price per
kilowatt-hour of electricity delivered, subject to inflation adjustments. The PPA stipulates a
minimum offtake energy of 330 GWH for the first year and 390 GWH per year for the
succeeding years. The contract is for a period of 25 years, which commenced in March 1997.
54.0 MW Mindanao II
The PPA provides, among others, that NPC shall pay the Parent Company a base price per
kilowatt-hour of electricity delivered, subject to inflation adjustments. The PPA stipulates a
minimum energy offtake of 398 GWH per year. The contract is for a period of 25 years, which
commenced in June 1999.
b. Power supply agreements (PSAs)
EDC, GCGI, BGI, FG Hydro and ULGEI entered into various PSAs with private distribution
utilities, electric cooperatives, retail electricity supplier and industrial customers with contract
periods ranging from 11 months to 26 years as of December 31, 2019 and 2018. These contracts
will expire on November 25, 2019 at the earliest and December 25, 2040 at the latest. Under
these contracts, the aforementioned entities shall generate and deliver to its bilateral customers
the contracted energy on a monthly basis, and are paid based on price per kilowatt-hour of
electricity delivered, subject to certain adjustments such as foreign exchange and inflation.
c. Spot market sales
Electricity in excess of contracted capacity are sold to the spot market at spot market rate.
d. Feed-in-tariff (FIT)
EDC and EBWPC were issued a FIT COC by the ERC which entitles them to an applicable FIT
rate, as prescribed by the ERC. EDC and EBWPC also signed agreements with National
Transmission Corporation (TransCo), the FIT administrator. These agreements enumerate the
rights and obligations under the FIT rules and FIT-All guidelines, in respect to the full payment
of the actual energy generation of the generator, at a price equivalent to the applicable FIT rate,
subject to adjustments as may be approved by the ERC, for the entire duration of its FIT
eligibility period.
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BGI has entered into various retail supply contracts with contestable customers with contract
periods ranging from 12 months to 24 months as of December 31, 2019 and 2018. The remaining
periods of these contracts as at December 31, 2019 and 2018 ranges from two (2) months to
24 months. Under the RSCs, BGI charges the customer both the basic energy and pass through
charges, as may be applicable.
f.

Ancillary services procurement agreements (ASPAs)
EDC, GCGI and FG Hydro each have entered into ASPAs with NGCP which is effective for a
period of five (5) years, commencing upon approval of the ERC.

22. Costs of Sale of Electricity
2019
2018
2017
Purchased services and utilities
(Notes 2 and 20)
P
=6,765,576,353 P
=6,068,037,438 P
=2,846,265,671
Depreciation and amortization
(Notes 2, 12 and 13)
5,943,540,328
5,935,783,921
5,622,296,146
Rental, insurance and taxes
(Note 32)
2,196,655,797
1,851,854,237
1,418,338,877
Personnel costs (Notes 24 and 28) 1,816,209,771
1,790,786,732
1,791,859,918
Repairs and maintenance
1,624,140,348
2,000,355,631
2,071,210,744
Parts and supplies issued
(Note 10)
1,087,312,417
1,103,309,646
940,780,082
Government share
(Notes 16 and 33)
301,619,782
245,019,089
248,579,019
Business and related expenses
113,442,507
97,671,727
95,074,974
P
=19,848,497,303 =
P19,092,818,421 =
P15,034,405,431
Purchased services and utilities includes professional and technical services, hauling and handling
costs, rig mobilization charges, contractual personnel costs and other services and utilities expense.
In 2019 and 2018, purchased services include electricity purchased from the spot market amounting
to =
P3,405.9 million and =
P2,578.5 million, respectively.
Business and related expenses cover the expenses incurred by the Company for local and foreign
travel, company meeting expenses and advertising, and among other business expenses.
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2019
2018
Purchased services and utilities
P
=2,317,620,219 =
P2,480,336,855
Personnel costs (Notes 24 and 28) 1,957,009,436
1,741,843,577
Rental, insurance and taxes
(Note 32)
1,022,328,458
829,922,699
Provisions for impairment of
trade and other receivables,
and prepaid taxes
(Notes 7 and 15)
848,371,753
243,767,845
Depreciation and amortization
(Notes 2, 12 and 13)
471,329,570
292,226,428
Business and related expenses
425,616,044
349,726,068
Parts and supplies issued
(Note 10)
86,593,849
105,673,705
Provision for (reversal of)
impairment of parts and
supplies inventories
(Notes 3, 5 and 10)
(63,357,171)
96,642,873
Repairs and maintenance
56,725,215
49,222,064
P
=7,122,237,373 P
=6,189,362,114

2017
=2,052,416,382
P
1,492,924,240
665,693,295

179,138,858
321,409,262
343,819,471
130,492,828

70,472,469
58,493,632
=5,314,860,437
P

24. Personnel Costs
Salaries and other benefits
Net retirement and other
post-employment benefit
expense (Note 28)
Social security costs
Costs of sale of electricity
(Note 22)
General and administrative
expenses (Note 23)

2019
P
=3,633,084,079

2018
=3,245,189,090
P

2017
=2,990,183,497
P

106,553,976
33,581,152
P
=3,773,219,207

260,073,892
27,367,327
=3,532,630,309
P

267,215,725
27,384,936
=3,284,784,158
P

P
=1,816,209,771

=1,790,786,732
P

=1,791,859,918
P

1,957,009,436
P
=3,773,219,207

1,741,843,577
=3,532,630,309
P

1,492,924,240
=3,284,784,158
P
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Interest income consists of the following:
Interest income on cash and cash
equivalents, debt service
reserve account and other
short-term investments
(Notes 6 and 11)
Others

2019

2018

2017

P
=557,889,408
6,493,647
P
=564,383,055

=462,616,895
P
66,697,561
=529,314,456
P

=229,765,883
P
44,891,878
=274,657,761
P

Others include interest income from financial assets at FVOCI, AFS and interest income on late
payments of Transco.
Interest expense consists of the following:
2019
Interest on long-term debts
including amortization of
transaction costs
(Notes 17 and 31)
P
=3,797,715,772
Interest accretion on provision for
rehabilitation and restoration
costs (Notes 3, 12 and 18)
58,676,242
Interest on lease liability
(Note 32)
23,709,184
Interest on liability from litigation
(Notes 3 and 18)
7,811,107
P
=3,887,912,305

2018

2017

=4,031,570,239
P

=4,072,124,918
P

56,662,302

50,680,239

–

–

7,750,706
=4,095,983,247
P

7,811,107
=4,130,616,264
P

Interest on liability from litigation is related to land expropriation (see Notes 3 and 18).
26. Foreign Exchange Gains (Losses)
2019
Realized foreign exchange
losses - net
Unrealized foreign exchange
gains (losses) - net
Net foreign exchange gains
(losses)

2018

2017

(P
=67,339,375)

(P
=229,319,185)

136,279,776

(289,092,677)

P
=68,940,401

(P
=518,411,862)

(P
=134,652,394)
84,478,318
(P
=50,174,076)

This account pertains mainly to foreign exchange adjustments realized on repayment of loans and
unrealized on restatement of outstanding balances of foreign currency-denominated long-term debt
and trade payables, and cash and cash equivalents. The detailed information with respect to the
closing foreign exchange rates used in the translation of monetary assets and liabilities of the
Company as of December 31, 2019 and 2018 is presented in Note 31 to the consolidated financial
statements.
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2019

2018

2017

Income from insurance claims
(Note 32)
P
=2,263,416,199 =
P2,306,996,910
Mark-to-market gain (loss) on
financial assets at FVPL
(Note 8)
119,246,784
(32,881,224)
Loss on direct write-off of input
VAT claims (Notes 3 and 15)
(66,253,553)
(100,862,942)
Derivative gains (losses) - net
(Note 31)
24,298,301
(37,706,790)
Loss on direct write-off of
exploration and evaluation
assets (Notes 3 and 14)
(2,540,807)
–
Gain (loss) on disposal and
retirement of property,
plant and equipment - net
(Notes 12 and 20)
1,319,631
(35,451,113)
Gain on debt modification
(Note 17)
–
182,599,863
Others - net (Notes 3 and 15)
(412,530,761)
(41,439,369)
P
=1,926,955,794 P
=2,241,255,335

=643,463,439
P
15,002,234
(93,928,404)
(14,658,559)
(38,479,247)

14,180,768
–
(34,416,716)
=491,163,515
P

Others include bank and other charges, and realized income from redemption of financial assets at
FVPL.

28. Retirement and Other Post-employment Benefits
The Parent Company, GCGI and BGI have a funded, non-contributory, defined benefit retirement
plan, while FG Hydro has unfunded, non-contributory defined benefit retirement plan. The Company
also provides post-employment medical and life insurance benefits which are unfunded. The plan
covers all permanent employees and is administered by trustee banks.
Generally, upon fulfillment of certain employment conditions, the retirement benefits are payable in
lump sum upon retirement, which is determined on the basis of the retiree’s final salary and computed
at certain percentage of final monthly salary base pay for every year of service.
Under the existing regulatory framework, Republic Act 7641 requires a provision for retirement pay
to qualified private sector employees in the absence of any retirement plan in the entity, provided
however that the employee’s retirement benefits under any collective bargaining and other
agreements shall not be less than those provided under the law. The law does not require minimum
funding of the plan.
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loss and the funded status and amounts recognized in the consolidated statements of financial
position:
Current service cost
Net interest
Past service cost
Settlement gain
Retirement and other
post-employment benefit
expense (Note 24)

2019
P
=189,250,627
82,885,162
–
(165,581,813)

2018
=196,323,520
P
51,074,320
12,676,052
–

2017
=203,228,022
P
63,987,703
–
–

P
=106,553,976

=260,073,892
P

=267,215,725
P

Present value of defined benefits obligation
Fair value of plan assets
Net retirement and other post-employment benefits
liability

2019
2018
P
=3,271,302,332 P
=3,344,500,913
(1,718,509,236) (2,199,997,742)
P
=1,552,793,096

=1,144,503,171
P

Changes in the present value of the defined benefit obligation are as follows:
Defined benefits obligation at beginning of year
Current service cost
Interest cost on benefits obligation
Settlement gain
Benefits paid
Past service cost
Remeasurements arising from:
Changes in financial assumptions
Deviations of experience from assumptions
Foreign exchange adjustments
Defined benefits obligation at end of year

2019
2018
P
=3,344,500,913 =
P3,245,322,326
189,250,627
196,323,520
242,591,065
187,418,862
(165,581,813)
–
(794,589,911)
(164,961,073)
–
12,676,052
407,624,706
(148,069,419)
47,622,583
15,743,178
(115,838)
47,467
P
=3,271,302,332 P
=3,344,500,913

Changes in the fair value of plan assets are as follows:
Fair value of plan assets at beginning of year
Interest income
Contributions to the plan
Benefits paid
Return on plan assets, excluding interest income
Fair value of plan assets at end of year
Actual return on plan assets

2019
2018
P
=2,199,997,742 =
P2,359,981,213
159,705,903
136,344,542
1,441,130
112,379,931
(794,589,911)
(164,961,073)
151,954,372
(243,746,871)
P
=1,718,509,236 P
=2,199,997,742
P
=311,660,275

(P
=107,402,329)

The retirement funds of EDC, GCGI and BGI are maintained by BDO Trust. This trustee bank is also
responsible for investment of the plan assets. The investing decisions of the Plan are made by the
respective retirement committees of the said company.
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- 96 Management reviews the performance of the defined benefit retirement plan on a regular basis. The
overall investment policy and strategy of the Company’s retirement benefit plan is guided by the
objective of achieving an investment return which, together with contributions, ensures that there will
be sufficient assets to pay retirement benefits as they fall due while also mitigating the various risk of
the Plan. The Company’s current investment strategy is suited for an investor with a conservative
investment risk profile.
The fair value of plan assets by each class at end of the reporting period follows:
Investments quoted in active market
Quoted equity investments (by industry)
Holding firms
Property
Financials - banks
Services - telecommunications
Industrial - food, beverage, and tobacco
Industrial - electricity, energy, power
and water
Retail
Transportation services
Services - casinos and gaming
Golf and country club
Mining
Industrial - construction, infrastructure
and allied services
Quoted debt instruments
Government securities
Corporate bonds
Unquoted investments
Cash and cash equivalents
Receivables and other assets
Fair value of plan assets
·

2019

2018

P
=206,908,373
128,581,727
129,975,074
32,848,021
25,638,276

=148,071,843
P
206,887,415
117,043,274
37,069,375
20,684,394

22,380,000
18,465,300
15,946,400
9,705,333
9,346,666
7,040,000

20,287,802
32,977,292
12,400,000
17,289,200
8,873,333
4,610,000

–
606,835,170

956,507
627,150,435

670,814,468
350,206,877
1,021,021,345

754,585,500
461,474,379
1,216,059,879

76,900,115
13,752,606
90,652,721
P
=1,718,509,236

348,759,893
8,027,535
356,787,428
=2,199,997,742
P

Quoted equity investments pertain to listed shares in PSE. The classification by industry of
quoted shares presented above is based on sector classification published by the PSE. Investment
in quoted equity investments include investments in the following securities as of
December 31, 2019 and 2018:
Issuer
Lopez Holdings Corp.
First Gen Corp.

Relationship
Under common
control
- do -

2019

2018

P
=23,764,962
22,380,000
P
=46,144,962

=29,622,600
P
20,240,000
=49,862,600
P

The carrying amounts of investments in equity securities also approximate their fair values since
they are marked-to-market.
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- 97 Unrealized gains (losses) arising from investments in Lopez Holdings Corp., First Gen Corp., and
FPH in 2019, 2018 and 2017 to as follows:
Lopez Holdings Corp.
First Gen Corp.
First Philippine Holdings

2019
(P
=12,747,424)
2,380,000
–
(P
=10,367,424)

2018
(P
=12,589,605)
240,000
–
(P
=12,349,605)

2017
(P
=53,041,484)
3,396,541
(519,880)
(P
=50,164,823)

The voting rights over these equity securities are exercised by the trustee banks.
·

Investments in corporate bonds consist of both short-term and long-term corporate notes and
bonds, which bear interest ranging from 4.50% to 6.36% and have maturities from 2020 to 2026.

·

Investments in government securities consist of retail treasury bonds and fixed rate treasury notes
that bear interest ranging from 3.50% to 8.75% and have maturities from 2021 to 2033.

·

Cash and cash equivalents include regular savings and time deposits.

·

Other financial assets held by these plans are primarily accrued interest income on cash deposits
and debt securities held by the plans; and dividend receivable from equity securities. Liabilities
of the plans pertain to trust fee payable and other accrued expenses payable.

The Company expects to contribute P
=193.4 million to its defined benefit retirement plan in 2020.
The principal actuarial assumptions used in determining retirement and other post-employment
benefits as of December 31 of each year are as follows:
2019
4.68%-4.85%
5%-8%
6%

Discount rate
Future salary increase rate
Medical costs trend rate

2018
7.26%-7.51%
6%-8%
7%

The assumption on the discount rate is based on the long-term government bond rates approximating
the expected average remaining working life of the employees.
The sensitivity analysis below has been determined based on reasonably possible changes of each
significant assumption on the defined benefit obligation as of December 31, 2019 and 2018, assuming
all other assumptions were held constant:
2019
Increase/Decrease in
Percentage Point
+1%
-1%

Increase (Decrease) in
Defined Benefit Obligation
(P
=338,678,886)
394,466,599

Future salary increases

+1%
-1%

P
=385,129,348
(338,666,033)

Medical costs trend

+1%
-1%

P
=3,615,495
(3,131,286)

Discount rate

*SGVFS039100*

- 98 2018
Increase/Decrease in
Percentage Point
+1%
-1%

Increase (Decrease) in
Defined Benefit Obligation
(P
=304,021,806)
346,715,596

Future salary increases

+1%
-1%

P254,777,559
=
(232,548,145)

Medical costs trend

+1%
-1%

P3,514,199
=
(3,087,840)

Discount rate

The estimated weighted average duration of benefit payment is 15 years in both 2019 and 2018.
Following are the information about the maturity profile of the defined benefit obligation as of
December 31, 2019 and 2018:
Less than one (1) year
One (1) year up to five (5) years
More than five (5) years up to 10 years
More than 10 years up to 15 years
More than 15 years

2018
=259,227,461
P
998,668,237
2,815,548,838
3,472,191,705
6,865,762,298

2019
P
=208,708,830
816,055,229
2,384,699,105
2,377,292,421
4,563,515,110

29. Income Tax
a. The deferred tax assets and liabilities are presented in the consolidated statements of financial
position as follows:
Deferred tax assets - net
Deferred tax liabilities - net

2019
P
=866,108,068
(14,503,841)
P
=851,604,227

2018
P980,631,837
=
(244,926,042)
=735,705,795
P
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- 99 The components of the Company’s recognized deferred tax assets and liabilities follow:

Deferred tax assets on:
Impairment loss on property, plant and
equipment
Allowance for impairment loss
Unrealized foreign exchange losses - BOT
power plants
Unrealized foreign exchange losses
Revenue generated during testing period
of BGI power plants
Provision for rehabilitation and
restoration costs
Accrued retirement benefits
Differences in fair value versus cost of
Tongonan and Palinpinon property,
plant and equipment
Provision for impairment of parts and
supplies inventories
Others
Deferred income tax liabilities on:
Differences between the carrying amount
of nonmonetary assets and liabilities
and the related tax base
Unrealized foreign exchange gains
Fair value changes on hedging
transactions
Others

Beginning of
Year

Charged to
Income

Charged to
OCI

End of Year

P619,872,646
=
283,823,991

= 312,569
P
(45,959,803)

P–
=
–

P620,185,215
=
237,864,188

281,542,066
245,179,914

(105,320,740)
109,584,483

–
–

176,221,326
354,764,397

153,831,583

–

–

153,831,583

136,453,491
116,987,937

449,746
41,208,341

–
30,329,292

136,903,237
188,525,570

83,300,273

(14,725,484)

–

68,574,789

39,853,046
80,383,383
2,041,228,330

9,919,503
53,111,719
48,580,334

–
4,159,066
34,488,358

49,772,549
137,654,168
2,124,297,022

(1,033,478,756)
(98,059,610)

(8,399,583)
–

–
–

(1,041,878,339)
(98,059,610)

(40,146,172)
(133,837,997)
(1,305,522,535)
= 735,705,795
P

–
(3,422,825)
(11,822,408)
= 36,757,926
P

44,652,148
–
44,652,148
= 79,140,506
P

4,505,976
(137,260,822)
(1,272,692,795)
= 851,604,227
P

2018
Charged to
Retained Earnings
Beginning of Year
(Note 2)
Deferred tax assets on:
Impairment loss on property, plant and
equipment
Unrealized foreign exchange losses - BOT
power plants
Revenue generated during testing period
of BGI power plants
Accrued retirement benefits
Differences in fair value versus cost of
Tongonan and Palinpinon property, plant
and equipment
Provision for rehabilitation and restoration
costs
Allowance for impairment loss
Provision for impairment of parts and
supplies inventories
Unrealized foreign exchange losses
Others
Deferred income tax liabilities on:
Differences between the carrying amount of
nonmonetary assets and liabilities and the
related tax base
Unrealized foreign exchange gains
Fair value changes on hedging transactions
Others

Charged to
Income

Charged to
OCI

End of Year

=626,245,791
P

=–
P

(P
=6,373,145)

=–
P

=619,872,646
P

386,862,806

–

(105,320,740)

–

281,542,066

153,831,583
96,515,794

–
–

–
9,330,080

–
11,142,063

153,831,583
116,987,937

99,698,536

–

(16,398,263)

–

83,300,273

174,100,696
168,812,939

–
29,789,791

(37,647,205)
85,221,261

–
–

136,453,491
283,823,991

39,822,376
227,411,096
125,212,693
2,098,514,310

–
–
–
29,789,791

30,670
17,768,818
(44,829,310)
(98,217,834)

–
–
–
11,142,063

39,853,046
245,179,914
80,383,383
2,041,228,330

(983,750,477)
(26,886,731)
(899,503)
(115,748,484)
(1,127,285,195)
=971,229,115
P

–
–
–
–
–
=29,789,791
P

(49,728,279)
(71,172,879)
–
(4,617,377)
(125,518,535)
(P
=223,736,369)

–
–
(39,246,669)
(13,472,136)
(52,718,805)
(P
=41,576,742)

(1,033,478,756)
(98,059,610)
(40,146,172)
(133,837,997)
(1,305,522,535)
=735,705,795
P
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- 100 b. The balance of NOLCO as of December 31, 2019 may be used by the Parent Company and
certain subsidiaries as additional deductions against their respective future taxable income.
The balances of NOLCO with corresponding years of expiration, are as follows:
Incurred for the Year Ended
December 31
2017
2018
2019

Available Until
December 31
2020
2021
2022

Amount
=601,902,744
P
527,405,332
655,966,900
=1,785,274,976
P

Movements of the Company’s NOLCO are as follows:
Balances at January 1
Addition
Expiration
Balances at December 31

2019
2018
P
=1,716,609,763 =
P1,561,864,169
655,966,900
527,417,373
(587,301,687)
(372,671,779)
P
=1,785,274,976 P
=1,716,609,763

As of December 31, 2019 and 2018, no deferred income tax asset was recognized for NOLCO
amounting to =
P1,785.3 million and P
=1,716.6 million, respectively, pertaining to losses subject to
the 30% tax regime, and fair value adjustments related to EBWPC’s hedging activities amounting
to P
=259.8 million and nil, respectively, as management believes that there will be no sufficient
future taxable income to allow all or part of the deductible temporary difference to be utilized.
As of December 31, 2019 and 2018, the taxable temporary differences representing the excess of
the carrying amount of the investments in subsidiaries over the tax base amounted to
=8,330.6 million and =
P
P9,825.7 million, respectively. There is no corresponding deferred income
tax liability recognized since these temporary differences pertain to investment in domestic
companies and, accordingly, the reversals of these temporary differences are through regular
dividend distribution not subject to income tax.
The 10% statutory rate applies to the relevant renewable energy operations covered by the
RE Law, while the 30% applies, in general, to the other activities.
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- 101 c. A numerical reconciliation between provision for income tax and the product of accounting
income multiplied by the tax rates of 10% or 30%, as applicable, follows:
2019
2018
2017
Income before income tax
P
=13,455,401,498 =
P10,859,622,597 =
P8,976,371,067
Income tax at statutory tax rates
(10%/30%)
880,711,567
1,150,951,486
1,271,821,080
Adjustments for:
Income tax holiday incentives
(223,051,065)
(164,262,176)
(247,496,348)
Non-deductible provisions/
(non-taxable recovery) net
234,069,562
81,470,208
49,754,486
Net movement of
unrecognized deferred tax
asset on NOLCO
196,790,070
158,225,212
(22,227,239)
Translation adjustment on
nonmonetary assets and
liabilities
(51,847,990)
64,942,938
74,484,345
Interest income - net of final
tax
(39,371,402)
(40,995,844)
(21,742,979)
Non-deductible interest
expense
15,537,864
17,022,851
9,787,343
Net movement of temporary
differences reversing
during income tax
holiday
13,129,327
907,986
(12,653,379)
Non-taxable/non-deductible
foreign exchange gains
on ROP bonds
(37,947)
(12,531,389)
(3,656,108)
Others
76,700,045
8,342,939
(63,197,188)
Provision for income tax
P
=1,102,630,031 P
=1,264,074,211 P
=1,034,874,013
d. On February 14, 2013, BGI was granted with an income tax holiday (ITH) incentive by the Board
of Investments (BOI) covering its 130 MW BMGPP complex. On February 17, 2015, BGI
received a Legal and Compliance Service letter from BOI granting the upward amendment of
registered capacity of the BMGPP complex from 130 MW to 140 MW effective for 7-year period
beginning in July 2013 or date of commissioning, whichever is earlier. Subject to certain
conditions, BGI is entitled to income tax holiday for seven (7) years from July 2013 or date of
commissioning of the power plants, whichever is earlier. BGI does not recognize deferred tax
assets and deferred tax liabilities on temporary differences for its registered activities that are
expected to reverse during the ITH period.
e. On February 12, 2014, the BOI approved the ITH registration of the Nasulo Power Plant under
the Renewable Energy Act of 2008 (RA 9513) effective for 7-year period beginning in
January 2016 or date of commissioning, whichever is earlier. While the Nasulo power plant has a
capacity of 49.4 MW, the ITH shall be limited only to the revenues derived from the sale of
30 MW.
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- 102 f. On June 29, 2011, the BOI approved the ITH registration of the 86 MW Burgos Wind Farm under
the Renewable Energy Act of 2008 (RA 9513). On June 3, 2014, the Company received a legal
service letter from BOI granting the upward amendment of registered capacity of the Burgos
Wind Farm from 86 MW to 150 MW effective for 7-year period beginning in December 2015 or
date of commissioning, whichever is earlier.
g. On November 13, 2015, GCGI was granted with an ITH incentive by the BOI covering its
112.5 MW Tongonan Geothermal Power Plant, effective for 7-year period beginning in
April 2015. Only revenues derived from power generated (i.e., 36.79 MW or the capacity in
excess of the 75.71 MW, whichever is lower) and sold to the grid, other entities and/or
communities shall be entitled to ITH.
h. On June 16, 2015, the Parent Company was granted with an ITH incentive by the BOI covering
its 4.16 MW Burgos Solar Plant - Phase 1, effective for 7-year period beginning in
December 2015.
i. On December 3, 2015, the Parent Company was granted with an ITH incentive by the BOI
covering its 2.66 MW Burgos Solar Plant - Phase 2, effective for 7-year period beginning in
June 2015.
j. On December 11, 2015, GCGI was granted with an ITH incentive by the BOI covering its
192.5 MW Palinpinon Geothermal Power Plant, effective for 7-year period beginning in
February 2014. Only revenues derived from power generated (i.e., 39.66 MW or the capacity in
excess of the 152.84 MW, whichever is lower) and sold to the grid, other entities and/or
communities shall be entitled to ITH.
k. FG Hydro is registered with the BOI under the Omnibus Investments Code of 1987 as the new
operator of the 112 MW PAHEP/MAHEP on a pioneer status. As a registered enterprise, FG
Hydro was entitled to certain tax and non-tax incentives which include, among others, ITH for
six (6) years commencing on April 13, 2007. On October 2, 2013, the BOI approved FG Hydro’s
application for an ITH extension by granting it another year or until April 12, 2014. On
February 22, 2017, the DOE approved FG Hydro’s application for registration as an RE
Developer and signed the RE Contract with FG Hydro for PAHEP. On February 27, 2017, the
RE Contract for MAHEP was also signed by FG Hydro and the DOE. As a result, FG Hydro is
now subject to 10% statutory income tax rate on its RE operations as a RE Developer in 2017.
l. On February 8, 2019, EDC Siklab was granted with an ITH incentive by the BOI covering its
1.03 MW Gaisano La Paz Solar Rooftop Project in Iloilo, effective for 7-year period beginning in
March 2017.
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- 103 30. Basic/Diluted Earnings Per Share
The basic/diluted earnings per share amounts were computed as follows:
2019
Net income attributable to equity
holders of the Parent
Company
P
=11,931,208,232
Less dividends on preferred
shares (Note 19)
301,000,000
(a) Net income attributable to
common shareholders of the
Parent Company
P
=11,630,208,232
(b) Weighted average number of
common shares outstanding
17,053,798,194
Basic/diluted earnings per share
(a/b)
P
=0.682

2018

2017

=9,403,832,344
P

=7,709,470,125
P

7,500,000

7,500,000

=9,396,332,344
P

=7,701,970,125
P

18,428,950,215

18,737,010,000

=0.510
P

=0.411
P

The Parent Company does not have any dilutive potential common shares as at December 31, 2019,
2018 and 2017.
31. Financial Risk Management Objectives and Policies
The Company’s financial instruments consist mainly of cash and cash equivalents, trade receivables,
DSRA, FVPL, AFS investments, FVOCI, trade payables, and long-term debts. The main purpose of
these financial instruments is to finance the Company’s operations and accordingly manage its
exposure to financial risks. The Company has various other financial assets and liabilities such as
short-term investments, other receivables, other payables and due to/from related parties, which arise
directly from operations.
Financial Risk Management Policy
The main financial risks arising from the Company’s financial instruments are credit risk, foreign
currency risk, interest rate risk, equity price risk and liquidity risk. The Company’s policies for
managing the aforementioned risks are summarized hereinafter below.
Credit Risk
Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or
customer contract, leading to a financial loss. The Company is exposed to credit risk from its
operating activities (primarily trade receivables) and from its financing activities, including deposits
with banks and financial institutions, foreign exchange transactions and other financial instruments.
Trade receivables
The Company’s geothermal and power generation business trades with two (2) key customers, NPC
and TransCo, both a government-owned-and-controlled corporations. Any failure on the part of NPC
and TransCo to pay their obligations to the Company would significantly affect the Company’s
business operations. As a practice, the Company monitors closely its collections from NPC and
TransCo and may charge interest on delayed payments following the provision of the PPAs and
REPA, respectively. Other customers include distribution utilities, electric cooperatives, industrial
customers and contestable customers. Credit risk is controlled by the application of credit approval
limit and monitoring procedures. It is the Company’s policy to enter into credit-worthy parties to
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- 104 mitigate any significant concentration of credit risk. Trade receivables balances are monitored on an
ongoing basis to ensure that the Company’s exposure to bad debts is not significant. The maximum
exposure of trade receivable is equal to its carrying amount.
Set out below is the information about the credit risk exposure on the Company’s trade receivables
using a provision matrix for the years ended December 31, 2019 and 2018:
2019
Trade receivables
Days past due
Current

<30 days

30-60 days

61-90 days

Credit
Impaired

>91 days

Total

(In Thousand Pesos)
Expected credit loss
rate
Estimated total
gross carrying
amount at
default (Note 7)
Expected credit loss

0.0%

1.6%

26.3%

6.0%

3.9%

100.0%

12.4%

= 5,944,022
P
542

= 279,070
P
4,523

= 1,866
P
490

= 4,920
P
295

= 413,880
P
16,225

P919,441
=
919,191

= 7,563,199
P
941,266

2018

Current
Expected credit loss
rate
Estimated total gross
carrying amount
at default (Note 7)
Expected credit loss

<30 days

Trade receivables
Days past due
61-90 days
(In Thousand Pesos)

30-60 days

>91 days

Credit Impaired

Total

0.3%

2.2%

1.7%

1.5%

15.5%

100.0%

5.2%

=4,753,878
P
15,341

=169,658
P
3,706

=43,217
P
738

=38,008
P
558

=1,061,350
P
165,012

P135,823
=
136,005

=6,201,934
P
321,360

Financial instruments and cash deposits
With respect to the credit risk arising from other financial assets of the Company, which comprise of
cash and cash equivalents excluding cash on hand, financial asset at FVPL, short-term investments,
other receivables, financial assets at FVOCI/AFS investments, DSRA and due from related party, the
Company’s exposure to credit risk arises from default of the counterparty, with a maximum exposure
equal to the carrying amount of these instruments. Credit risk from these instruments is mitigated by
the short-term and/or liquid nature of its cash investments mainly in bank deposits and placements,
which are placed with financial institutions and entities of high credit standing.
Credit Quality of Financial Assets
Financial assets are classified as high grade if the counterparties are not expected to default in settling
their obligations. Thus, the credit risk exposure is minimal. These counterparties normally include
customers, banks and related parties who pay on or before due date. Financial assets are classified as
a standard grade if the counterparties settle their obligation with the Company with tolerable delays.
Low grade accounts are accounts, which have probability of impairment based on historical trend.
These accounts show propensity of default in payment despite regular follow-up actions and extended
payment terms. As of December 31, 2019 and 2018, financial assets categorized as neither past due
nor impaired are viewed by management as high grade, considering the collectibility of the
receivables and the credit history of the counterparties. Meanwhile, past due but not impaired
financial assets are classified as standard grade.
Concentration of Credit Risk
The Company’s exposure to concentration of credit risk arises from the default of the counterparties,
with a maximum exposure equal to the carrying amounts of the receivables from NPC and TransCo.
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- 105 The table below shows the risk exposure in respect to credit concentration of the Company as of
December 31, 2019 and 2018:
Trade receivables from NPC
Trade receivables from TransCo
Total credit concentration risk
Total receivables
Credit concentration percentage

2019
P
=3,183,881,955
190,882,733
P
=3,374,764,688
P
=8,182,414,415
41.24%

2018
=2,594,363,021
P
1,087,375,960
=3,681,738,981
P
=6,094,866,529
P
60.41%

Foreign Currency Risk
Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.
The Company’s exposure to foreign currency risk is mainly from the financial assets and liabilities
that are denominated in US dollar (US$). This primarily arises from future payments of foreign
currency-denominated loans and other commercial transactions and the Company’s investment in
ROP Bonds.
The Company’s exposure to foreign currency risk to some degree is mitigated by some provisions in
the Company’s GRESCs, SSAs, PPAs and REPA. The service contracts allow full cost recovery
while the sales contracts include billing adjustments covering the movements in Philippine peso and
the US$ rates, US Price and Consumer Indices, and other inflation factors.
To mitigate further the effects of foreign currency risk, the Company will prepay, refinance or hedge
its foreign currency denominated loans, whenever deemed feasible. The Company also enters into
derivative contracts to mitigate foreign currency risk.
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- 106 The Company’s foreign currency-denominated financial assets and liabilities (translated into Philippine peso) as of December 31, 2019 and 2018 are as
follows:
2019
Original Curreny
Indonesian
Rupiah (IDR)
Financial Assets
Loans and
receivables:
Cash
equivalents
Cash on hand
and in banks
Derivative assets
designated as
cash flow
hedges
Total financial
assets
Financial
Liabilities
Liabilities at
amortized cost:
Accounts
payable
Long-term debt
Accrued interest
on long-term
debts
Derivative
liability
Total financial
liabilities

US$

Japanese yen
(JP¥)

Singapore
dollar (SGD)

Sweden
(SEK)

New Zealand
dollar (NZD)

Euro

Hongkong
dollar (HKD)

British pound
(GBP)

Chilean
Peso (CHP
=)

Peruvian
Sol (PEN)

Australian
dollar (AUD)

Peso
Equivalent1

−

63,947,106

−

−

−

−

−

−

−

−

−

−

= 3,237,961,729
P

21,426,392,611

3,360,315

−

−

−

−

−

−

−

379,273,056

113,640

−

277,136,185

−

848,358

−

−

−

−

−

−

−

−

−

−

42,956,600

21,426,392,611

68,155,779

−

−

−

−

−

−

−

379,273,056

113,640

−

= 3,558,054,514
P

−
−

20,772,617
323,902,842

498,270,650
−

78,531
−

6,224,522
−

1,133,183
−

631,445
−

5,962
−

169,760
−

−
−

−
−

7,334
−

P1,403,938,546
=
16,400,820,331

−

5,573,469

−

−

−

−

−

−

−

−

−

−

282,212,588

−

5,550,519

−

−

−

−

−

−

−

−

−

−

281,050,520

−

355,799,447

498,270,650

78,531

6,224,522

1,133,183

631,445

5,962

169,760

−

−

7,334 P
= 18,368,021,985

1

US$1= =
P 50.6350, JP¥1=P
=0.4619, SGD1=P
=37.4909, NZD1=P
=33.8462, CHP1=P
=0.0685, PEN1=P
=15.2837, Euro1=P
=56.3512, IDR1=P
=0.0037, SEK=P
=5.3921, HKD1=P
=6.5162, GBP1=P
=65.9926,
AUD1=P
=35.2569 as of December 31, 2019 (see Note 26)
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Original Currency
British New Zealand dollar
(NZD)
pound (GBP)

Euro

Chilean
Peso (CHP
=)

Peruvian
Sol (PEN)

Peso
Equivalent1

−
−
−
−

−
−
−
−

−
115,579,006
−
−

−
745,865
−
−

=3,621,827,434
P
115,038,800
481,049,239
223,727,900

−

−

−

−

−

184,172,625

−

−

−

−

115,579,006

745,865

=4,625,815,998
P

174,086,450
363,476,359

41,619,008
−

−
−

331,223
−

−
−

−
−

−
−

P9,184,883,287
=
19,111,586,934

6,445,983
140,605

−
−

−
−

−
−

−
−

−
−

−
−

338,929,799
7,393,005

−

=28,642,793,025
P

Indonesian Rupiah
(IDR)

US$

Japanese
yen (JP¥)

Financial Assets
Loans and receivables:
Cash equivalents
Cash on hand and in banks
Debt service reserve account
Short-term investments
Derivative assets designated as
cash flow hedges

−
1,609,429,211
−
−

68,882,226
1,689,727
9,148,901
4,255,000

−
−
−
−

−
−
−
−

−

3,502,713

−

Total financial assets

1,609,429,211

87,478,567

−
−
−
−

Financial Liabilities
Liabilities at amortized cost:
Accounts payable
Long-term debt
Accrued interest on long-term
debts
Derivative liability

Total financial liabilities
−
544,149,397
41,619,008
−
331,223
−
−
1
US$1= =
P 52.5800, JP¥1=P
=0.4738, GBP1=P
=66.7328, NZD1=P
=35.3198, CHP1=P
=0.0758, PEN1=P
=15.6093, Euro1=P
=60.3110 IDR1=P
=0.0036 as of December 31, 2018 (see Note 26)
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- 108 The following tables demonstrate the sensitivity to a reasonably possible change in the foreign
currency exchange rates applicable to the Company, with all other variables held constant, of the
Company’s income (loss) before income tax and equity for the years ended December 31, 2019 and
2018. The impact on the Company’s income before income tax is due to revaluation of monetary
assets and monetary liabilities.

USD
JPY
NZD
IDR
Euro
CHP
PEN
SGD
SEK
HKD
GBP
AUD

USD
JPY
NZD
CHP
PEN
IDR

2019
Foreign Currency
Appreciates
Effect on Income
(Depreciates) By Before Income Tax
10% or =
P5.06350
(P
=1,432,674,310)
(10% or =
P5.06350)
1,432,674,310
10% or =
P0.04619
(23,017,269)
(10% or =
P0.04619)
23,017,269
10% or =
P3.38462
(3,835,392)
(10% or =
P3.38462)
3,835,392
10% or =
P0.00037
7,927,765
(10% or P
=0.00037)
(7,927,765)
10% or =
P5.63512
(3,558,271)
(10% or =
P5.63512)
3,558,271
10% or =
P0.00685
2,597,216
(10% or =
P0.00685)
(2,597,216)
10% or =
P1.52837
173,684
(10% or =
P1.52837)
(173,684)
10% or =
P3.74909
(294,421)
(10% or =
P3.74909)
294,421
10% or =
P0.53921
(3,356,324)
(10% or =
P0.53921)
3,356,324)
10% or =
P0.65162
(3,885)
(10% or P
=0.65162)
3,885
10% or =
P6.59926
(1,120,292)
(10% or =
P6.59926)
1,120,292
10% or =
P3.52569
(25,856)
(10% or =
P3.52569)
25,856

Effect on Equity
=−
P
−
−
−
−
−
−
−
−
−
−
−
−
−
−
−
−
−
−
−
−
−
−
−

2018
Foreign Currency
Appreciates
Effect on Income
(Depreciates) By
Before Income Tax
10% or P
=5.258
(P
=2,418,853,177)
(10% or P
=5.258)
2,418,853,177
10% or P
=0.04738
(1,971,902)
(10% or P
=0.04738)
1,971,902
10% or P
=3.53198
(1,169,873)
(10% or P
=3.53198)
1,169,873
10% or P
=0.00758
875,655
(10% or P
=0.00758)
(875,655)
10% or P
=1.56093
1,164,244
(10% or P
=1.56093)
(1,164,244)
10% or P
=0.00036
579,395
(10% or P
=0.00036)
(579,395)

Effect on Equity
=−
P
−
−
−
−
−
−
−
−
−
−
−
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The Company’s exposure to the risk of changes in market interest rates relates primarily to the
Company’s long-term debt obligations with floating interest rates, derivative assets, derivative
liabilities and debt instruments at FVOCI.
The interest rates of some of the Company’s long-term borrowings and debt instruments at FVOCI
are fixed at the inception of the loan agreement.
The Company regularly evaluates its interest rate risk by taking into account the cost of qualified
borrowings being charged by its creditors. Prepayment, refinancing or hedging the risks are
undertaken when deemed feasible and advantageous to the Company.
Interest Rate Risk Table
The following tables provide for the effective interest rates and interest payments by period of
maturity of the Company’s long-term debts:

Fixed Rate
US$181.1 Million Notes
IFC 1 - P
=4.1 Billion
IFC 2 - P
=3.3 Billion
IFC 3 - P
=4.8 Billion
FXCN
P
=4.0 Billion
P
=3.0 Billion
2013 Peso Fixed-Rate
P
=4.0 Billion
P
=3.0 Billion
=291.2 Million Term Loan
P
=1.5 Billion Term Loan
P
=1.0 Billion Term Loan
P
UBP P
=2.0 Billion
SBC P
=3.0 Billion Term Loan
SBC P
=500.0 Million Term
Loan
BPI P
=1.0 Billion Term Loan
SBC P
=1.0 Billion Term
Loan
PNB P
=500.0 Million Term
Loan
=8.5 Billion Term Loan
P
=5.0 Billion Term Loan
P
Floating Rate
=5.6 Billion Commercial
P
Debt Facility
US$150.0 Million ECA Debt
Facility
US$37.5 Million Debt
Facility

2019
More than 4
More than 1
Years but
year but less
less than 5
than 4 years
Years
(In Thousand Pesos)

Interest
Rates

Within
1 Year

6.50%
6.37%
4.78%
7.80%

= 596,112
P
71,724
70,038
342,623

= 298,056
P
82,293
136,466
872,731

5.25%
5.25%

167,790
125,843

4.73%
4.16%
5.50%
5.25%
5.58%
5.44%
5.32%

More than
5 Years

Total

P–
=
–
21,206
239,198

P–
=
–
8,965
989,249

P894,168
=
154,017
236,675
2,443,801

237,510
178,133

–
–

–
–

405,300
303,976

189,248
62,375
13,244
68,709
55,442
90,304
126,464

473,120
–
32,340
181,913
151,864
226,048
295,842

–
–
8,316
53,156
43,956
60,817
63,214

–
–
24,024
70,875
211,897
220,610
72,651

662,368
62,375
77,924
374,653
463,159
597,779
558,171

5.49%
5.21%

22,790
41,283

57,047
96,581

15,348
20,641

55,661
23,739

150,846
182,244

5.43%

45,060

112,791

30,345

110,052

298,248

4.74%
5.25%
5.25%

10,834
189,656
138,526

7,196
167,344
201,428

–
–
26,150

–
–
12,015

18,030
357,000
378,119

2.00% + PDST-F
rate

277,172

685,192

179,091

451,036

1,592,491

2.35% + LIBOR

200,271

495,109

129,418

325,905

1,150,703

2.00% + LIBOR

45,410

112,263

29,345

73,897

260,915
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Fixed Rate
US$211.0 Million Notes
IFC 1 - P
=4.1 Billion
IFC 2 - P
=3.3 Billion
IFC 3 - P
=4.8 Billion
FXCN
P
=4.0 Billion
P
=3.0 Billion
2013Peso Fixed-Rate
P
=4.0 Billion
P
=3.0 Billion
=291.2 Million Term Loan
P
=1.5 Billion Term Loan
P
=1.0 Billion Term Loan
P
UBP P
=2.0 Billion
SBC P
=3.0 Billion Term Loan
SBC P
=500.0 Million Term
Loan
BPI P
=1.0 Billion Term Loan
SBC P
=1.0 Billion Term
Loan
PNB P
=500.0 Million Term
Loan
=8.5 Billion Term Loan
P
=5.0 Billion Term Loan
P
Floating Rate
BOC P
=2.0 Billion Term
Loan
BPI P
=5.0 Billion Term Loan
BDO P
=4.0 Billion Term
Loan
MBL P
=500.0 Million Term
Loan
=5.6 Billion Commercial
P
Debt Facility
US$150.0 Million ECA Debt
Facility
US$37.5 Million Debt
Facility

2018
More than 4
Years but
More than 1
less than 5
year but less
than 4 years
Years
(In Thousand Pesos)

Interest
Rates

Within
1 Year

More than
5 Years

Total

6.50%
6.37%
4.78%
7.80%

=721,101
P
66,438
82,013
368,479

=1,081,651
P
105,506
173,190
950,299

=–
P
3,832
33,314
265,054

=–
P
–
30,170
1,228,447

=1,802,752
P
175,776
318,687
2,812,279

5.25%
5.25%

175,350
131,513

405,300
303,975

–
–

–
–

580,650
435,488

4.73%
4.16%
5.50%
5.25%
5.58%
5.44%
5.32%

189,248
124,749
14,476
75,206
55,855
97,404
139,047

567,744
62,375
36,036
193,134
160,078
248,355
339,873

94,624
–
9,548
57,488
47,228
67,998
82,434

–
–
32,340
124,031
255,853
281,427
135,866

851,616
187,124
92,400
449,859
519,014
695,184
697,220

5.49%
5.21%

24,582
45,390

62,677
110,949

17,160
26,915

71,009
44,380

175,428
227,634

5.43%

48,603

123,922

33,928

140,397

346,850

4.74%
5.25%
5.25%

15,602
245,438
172,451

18,030
357,000
299,668

–
–
40,286

–
–
38,165

33,632
602,438
550,570

55,205

100,601

–

–

155,806

90,361

145,312

–

–

235,673

75,989

155,362

–

–

231,351

0.60% margin plus
PDST-R2
0.60% margin plus
PDST-R2
0.60% margin plus
PDST-R2
PHIREF
2.00% + PDST-F
rate

17,438

33,093

–

–

50,531

297,279

757,656

204,018

629,676

1,888,629

2.35% + LIBOR

224,272

571,588

153,917

475,046

1,424,823

2.00% + LIBOR

50,880

129,676

34,919

107,773

323,248

The following tables demonstrate the sensitivity to a reasonably possible change in interest rates, with
all other variables held constant, of the Company’s income before income tax and equity as of
December 31, 2019 and 2018. The impact on the Company’s equity is due to changes in the fair
value of debt instruments at FVOCI, and interest rate swaps designated as cash flow hedges.
2019
Increase/Decrease
in Basis Points
+100
-100

Effect on Equity
Effect on Income Change in Fair Value of Fair value adjustments
Before Income Tax
FVOCI on hedging transactions
(P
=118,574,623)
(P
=15,100,759)
=386,935,317
P
118,574,623
6,500,252
(386,935,317)
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Increase/Decrease
in Basis Points
+100
-100

Effect on Equity
Effect on Income Change in Fair Value of
Fair value adjustments
Before Income Tax
FVOCI on hedging transactions
(P
=146,332,697)
(P
=2,950,350)
(P
=458,434,943)
146,332,697
14,420,631
457,441,358

The effect of changes in interest rates in equity pertains to the fair valuation of debt instruments at
FVOCI and derivatives designated as cash flow hedges, and is exclusive of the impact of the changes
affecting the Company’s profit or loss.
Liquidity Risk
The Company’s objective is to maintain a balance between continuity of funding and sourcing
flexibility through the use of available financial instruments. The Company manages its liquidity
profile to meet its working and capital expenditure requirements and service debt obligations. As part
of the liquidity risk management program, the Company regularly evaluates and considers the
maturity of both its financial investments and financial assets (i.e., trade receivables, other financial
assets) and resorts to short-term borrowings whenever its available cash or matured placements is not
enough to meet its daily working capital requirements. To ensure immediate availability of
short-term borrowings, the Company maintains credit lines with banks on a continuing basis.
Liquidity risk arises primarily when the Company has difficulty collecting its receivables from its key
customers, NPC and TransCo. Other instances that contribute to its exposure to liquidity risk are
when the Company finances long-term projects with internal cash generation and when there is credit
crunch especially at times when the Company has temporary funding gaps.
The tables below show the maturity profile as of December 31, 2019 and 2018 of the Company’s
financial assets used for liquidity purposes based on contractual undiscounted cash flows, and
financial liabilities based on contractual undiscounted payments:
2019
Less than 3

Amortized cost:
Cash and cash equivalents
Trade receivables
Financial assets at FVPL
Financial assets at FVOCI:
Debt investments
Total

3 to

On Demand

Months

P2,794,809
=
1,619,177
1,357,206

=
P11,459,312
5,944,022
–

P–
=
–
–

157,012
= 5,928,204
P

–
=
P17,403,334

–
P–
=

>6 to

>1 to

More than

5 Years

5 Years

Total

P–
=
–
–

P–
=
–
–

P–
=
–
–

= 14,254,121
P
7,563,199
1,357,206

–
P–
=

–
P–
=

–
P–
=

157,012
= 23,331,538
P

6 Months
12 Months
(In Thousand Pesos)

(Forward)
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On
Demand

Less than
3 Months

Liabilities at amortized cost:
Accounts payable*
=−
P
= 6,857,079
P
Dividends payable
−
4,207,469
Accrued interest on long-term
debts
−
429,968
Other payables**
687
744,456
Due to related parties
2,643
−
Long-term debts
−
870,033
Lease liabilities
–
40,681
Derivative liabilities designated
as cash flow hedges
–
−
Total
= 3,330 =
P
P13,149,686
*Excluding statutory liabilities to the government.
**Excluding non-financial liabilities.

2019
3 to
>6 to
6 Months 12 Months
(In Thousand Pesos)

>1 to
5 Years

More than
5 Years

Total

P−
=
−

P−
=
−

P−
=
−

P−
=
−

P6,857,079
=
4,207,469

347,474
−
−
5,317,750
35,217

−
−
−
3,882,954
69,336

−
−
−
40,003,153
304,650

−
−
−
17,442,502
12,244

777,442
745,143
2,643
67,516,392
462,128

−
= 5,700,441
P

−
= 3,952,290
P

21,112
259,939
= 40,328,915 P
P
= 17,714,685

281,051
= 80,849,347
P

2018
Less than 3

Amortized cost:
Cash and cash equivalents
Trade receivables
Financial assets at FVPL
Financial assets at FVOCI:
Debt investments
Total

3 to

>1 to

More than

5 Years

5 Years

Total

=–
P
–
–

=–
P
–
–

=–
P
–
–

=14,988,508
P
6,201,934
801,650

–
=–
P

–
=–
P

–
=–
P

–
=–
P

127,907
=22,119,999
P

=−
P

=−
P
−

=−
P
−

=−
P
−

=7,061,025
P
7,469

359,428
−
−
3,677,521

−
−
−
4,055,009

−
−
−
41,373,790

−
−
−
29,912,001

895,425
380,918
34,625
82,342,140

−
=4,036,949
P

−
=4,055,009
P

−
7,393
=41,373,790 P
P
=29,919,394

7,393
=90,728,995
P

On Demand

Months

=3,013,979
P
1,448,056
801,650

=11,974,529
P
4,753,878
–

=–
P
–
–

127,907
=5,391,592
P

–
=
P16,728,407

Liabilities at amortized cost:
Accounts payable*
=−
P
=7,061,025
P
Dividends payable
7,469
−
Accrued interest on long-term
debts
−
535,997
Other payables**
1,058
379,860
Due to related parties
34,625
−
Long-term debts
−
3,323,819
Derivative liabilities designated
as cash flow hedges
–
−
Total
=43,152 =
P
P11,300,701
*Excluding statutory liabilities to the government.
**Excluding non-financial liabilities.

>6 to

6 Months
12 Months
(In Thousand Pesos)

Financial Assets and Financial Liabilities
Set out below is a comparison of carrying amounts and fair values of the Company’s financial
instruments as of December 31, 2019 and 2018 other than those with carrying amounts that are
reasonable approximations of fair values.
2019
Carrying
Amounts
Financial Assets
Amortized cost:
Long-term receivables
Financial assets at FVOCI:
Debt investments
Equity investments
Financial assets at FVPL
Derivative assets:
Derivative assets designated as cash
flow hedge

Fair Values

2018
Carrying
Amounts

Fair Values

P
=113,100,417

P
=105,425,565

=248,687,255
P

=218,624,703
P

157,011,930
360,471,266
1,357,205,907

157,011,930
360,471,266
1,357,205,907

127,906,762
306,213,972
801,650,104

127,906,762
306,213,972
801,650,104

42,956,600
P
=2,030,746,120

42,956,600
P
=2,023,071,268

184,172,625
=1,668,630,718
P

184,172,625
=1,638,568,166
P
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Financial Liabilities:
Financial liabilities at amortized cost:
Long-term debts
Lease liabilities
Derivative liabilities:
Derivative liabilities designated as
cash flow hedges

2019
Carrying
Amounts

Fair Values

2018
Carrying
Amounts

Fair Values

P
=55,650,386,141
412,955,688

P
=63,204,797,123
416,079,170

=65,802,722,675
P
–

=76,170,479,896
P
–

281,050,520
P
=56,344,392,349

281,050,520
P
=63,901,926,813

7,393,005
=65,810,115,680
P

7,393,005
=76,177,872,901
P

Due to relatively short maturity, ranging from one to three months, carrying amounts approximate fair
values for cash and cash equivalents, trade and other receivables, amounts due to related parties and
trade and other payables.
The methods and assumptions used by the Company in estimating the fair value of financial
instruments are:
Long-term Receivables
The fair value of long-term receivables was computed by discounting the expected cash flow using
the applicable rates of 3.58% and 6.65% as of December 31, 2019 and 2018, respectively.
Financial Assets at FVOCI (AFS Investments)
Fair values of quoted debt and equity securities are based on quoted market prices and other
observable data.
Financial assets at fair value through profit or loss
The fair values of financial assets at fair value through profit or loss are based on quotations provided
by the investment manager.
Derivatives designated as cash flow hedges
The fair values of derivative instruments designated as cash flow hedges are based on quotations
provided by the counterparty banks.
Long-term Debts
The fair values for the Company’s long-term debts are estimated using the discounted cash flow
methodology with the applicable rates ranging from 1.75% to 3.07% as of December 31, 2019 and
1.75% to 3.81% as of December 31, 2018.
Lease Liabilities
The fair values for the Company’s lease liabilities are estimated using the discounted cash flow
methodology with the applicable rates ranging from 4.11% to 5.29% as of December 31, 2019.
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- 114 The following tables show the fair value information of financial instruments classified under loans
and receivables, financial assets at FVPL, financial assets at FVOCI, and derivatives designated as
cash flow hedges and analyzed by sources of inputs on fair valuation as follows:
·
·
·

Quoted prices in active markets for identical assets or liabilities (Level 1);
Those involving inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly (as prices) or indirectly (derived from prices) (Level 2); and
Those with inputs for the asset or liability that are not based on observable market data
(unobservable inputs) (Level 3).
Total

Financial Assets
Loans and receivables:
Long-term receivables
Financial assets at FVPL
Financial assets at FVOCI:
Debt investments
Equity investments
Derivative assets designated as
cash flow hedges
Financial Liabilities
Financial liabilities at amortized cost:
Long-term debts
Lease liabilities
Derivative liabilities designated as
cash flow hedges

Financial Liabilities
Financial liabilities at amortized cost:
Long-term debts
Derivative liabilities designated as
cash flow hedges

Level 2

Level 3

P
=105,425,565
1,357,205,907

P
=−
1,357,205,907

P
=−
−

P
=105,425,565
−

157,011,930
360,471,266

157,011,930
297,021,266

−
63,450,000

−
−

42,956,600

−

42,956,600

−

63,204,797,123
416,079,170

10,107,578,647
−

−
−

53,097,218,476
416,079,170

281,050,520

−

281,050,520

–

Level 2

Level 3

Total
Financial Assets
Loans and receivables:
Long-term receivables
Financial assets at FVPL
Financial assets at FVOCI:
Debt investments
Equity investments
Derivative assets designated as
cash flow hedges

2019
Level 1

2018
Level 1

P218,624,703
=
801,650,104

=−
P
801,650,104

P−
=
−

=218,624,703
P
−

127,906,762
306,213,972

127,906,762
245,813,972

−
60,400,000

−
−

184,172,625

−

184,172,625

−

76,170,479,896

12,906,004,226

−

63,264,475,670

7,393,005

−

7,393,005

–

For the years ended December 31, 2019 and 2018, there were no transfers between Level 1 and
Level 2 fair value measurements and no transfers into and out of Level 3 fair value measurements.
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2019
Derivatives
Financial Assets at Financial Assets at Designated as Cash
Amortized Cost
FVOCI
FVPL
Flow Hedges
(In Thousand Pesos)
Financial Assets
Cash and cash equivalents
Trade receivables
Non-trade receivables
Loans and notes receivables
Advances to employees
Due from related parties
Long-term receivables
Debt service reserve account
Financial assets at FVOCI:
Debt investments
Equity investments
Financial assets at FVPL
Derivative assets
Total financial assets
Financial Liabilities
Accounts payable*
Dividends payable
Accrued interest on
long-term debts
Other payables**
Due to related parties
Long-term debts
Lease liabilities
Derivative liabilities
Total financial liabilities

Total

= 14,254,121
P
6,621,933
1,493,982
55,017
11,482
32,113
113,100
661,240

P−
=
−
−
−
−
−
−
−

P−
=
−
−
−
−
−
−
−

P−
=
−
−
−
−
−
−
−

= 14,254,121
P
6,621,933
1,493,982
55,017
11,482
32,113
113,100
661,240

−
−
−
−
= 23,242,988
P

157,012
360,471
−
−
= 517,483
P

−
−
1,357,206
−
= 1,357,206
P

−
−
−
42,957
= 42,957
P

157,012
360,471
1,357,206
42,957
= 25,160,634
P

P6,857,079
=
4,207,469

P−
=
−

P−
=
−

P−
=
−

P6,857,079
=
4,207,469

777,442
745,143
2,643
55,650,386
412,956
−
= 68,653,118
P

−
−
−
−
−
−
=−
P

−
−
−
−
−
−
=−
P

−
−
−
−
−
281,051
= 281,051
P

777,442
745,143
2,643
55,650,386
412,956
281,051
= 68,934,169
P

*Excluding statutory liabilities to the Government
**Excluding non-financial liabilities

2018
Derivatives
Financial Assets at Financial Assets at Designated as Cash
Amortized Cost
FVOCI
FVPL
Flow Hedges
(In Thousand Pesos)
Financial Assets
Cash and cash equivalents
Trade receivables
Non-trade receivables
Loans and notes receivables
Advances to employees
Due from related parties
Short-term investments
Long-term receivables
Debt service reserve account
Financial assets at FVOCI:
Debt investments
Equity investments
Financial assets at FVPL
Derivative assets
Total financial assets
Financial Liabilities
Accounts payable*
Dividend payables
Accrued interest on
long-term debts
Other payables**
Due to related parties
Long-term debts
Derivative liabilities
Total financial liabilities

Total

=14,988,508
P
5,880,574
126,685
61,315
17,568
795
223,728
248,687
1,421,925

=−
P
−
−
−
−
−
−
−
−

=−
P
−
−
−
−
−
−
−
−

=−
P
−
−
−
−
−
−
−
−

=14,988,508
P
5,880,574
126,685
61,315
17,568
795
223,728
248,687
1,421,925

−
−
−
−
=22,969,785
P

127,907
306,214
−
−
=434,121
P

−
−
801,650
−
=801,650
P

−
−
−
184,173
=184,173
P

127,907
306,214
801,650
184,173
=24,389,729
P

=7,061,025
P
7,469

=−
P
−

=−
P
−

=−
P
−

=7,061,025
P
7,469

892,425
380,918
34,625
65,802,723
−
=74,179,185
P

−
−
−
−
−
=−
P

−
−
−
−
−
=−
P

−
−
−
−
7,393
=7,393
P

892,425
380,918
34,625
65,802,723
7,393
=74,186,578
P

*Excluding statutory liabilities to the government
**Excluding non-financial liabilities.
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- 116 The table below demonstrates the income, expense, gains or losses of the Company’s financial
instruments for the years ended December 31, 2019, 2018 and 2017:
2019
Effect on Profit
or Loss
Increase
(Decrease)
Amortized cost
Interest income on:
Cash and cash equivalents
and other short-term
Investments (Note 6)
Provision for expected credit
losses (Note 7)

= 557,889,408
P

Effect
on Equity
Increase
(Decrease)

=–
P

2018
Effect on
Profit or Loss
Increase
(Decrease)

=462,616,898
P

=–
P

2017
Effect on
Profit or Loss
Increase
(Decrease)

Effect
on Equity
Increase
(Decrease)

=213,107,198
P

=–
P

(198,823,506)

–

–

(P
= 198,823,506)

=213,107,198
P

=–
P

(619,905,591)

–

(P
= 62,016,183)

=–
P

=455,809,989
P

=–
P

= 54,257,294
P

=–
P

=54,066,942
P

=–
P

(P
= 45,416,198)

–
=–
P

29,105,168
= 83,362,462
P

–
=–
P

(18,677,436)
P35,389,506
=

–
=–
P

(5,956,179)
(P
= 51,372,377)

Financial assets at FVPL
Gain (loss) on financial asset at
FVPL

= 119,487,988
P

=–
P

Derivatives designated as cash
flow hedges
Fair value adjustments on
hedging transactions

= 24,298,301
P

Financial assets at FVOCI
Equity investments:
Net income
recognized in equity
Debt investments:
Net loss recognized in equity

Financial liabilities at
amortized cost
Interest expense on: (Note 25):
Long-term debts, including
amortization of
transaction costs
Lease liabilities

(P
= 3,797,715,772)
(23,709,184)
(P
= 3,821,424,956)

(P
= 549,485,584)

=–
P
–
=–
P

(6,806,909)

Effect
on Equity
Increase
(Decrease)

(P
= 27,986,564)

=–
P

=15,002,234
P

(P
= 37,706,790)

=125,530,596
P

=1,099,528
P

(P
= 4,031,570,239)
–
(P
= 4,031,570,239)

=–
P
–
=–
P

(P
= 4,072,124,917)
–
(P
= 4,072,124,917)

=–
P

(P
= 23,917,504)

=–
P
–
=–
P

Derivative Financial Instruments
The Company engages in derivative transactions, particularly foreign currency swaps, cross currency
swaps, interest rate swaps and call spread swaps to manage its foreign currency risk and/or interest
rate risk arising from its foreign-currency denominated loans. These derivatives are accounted for
either as derivatives designated as accounting hedges or derivatives not designated as accounting
hedges.
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- 117 The table below shows the derivative financial instruments of the Company:
2019
Derivatives designated as
accounting hedges
Call spread swaps
Interest rate swaps
Total derivatives
Presented as:
Current
Noncurrent
Total derivatives

Derivative
Assets

Derivative
Liabilities

Derivative
Assets

2018
Derivative
Liabilities

=
P42,868,670
87,930
=
P42,956,600

P21,112,008
=
259,938,512
=281,050,520
P

P53,350,394
=
130,822,231
=184,172,625
P

=7,393,005
P
–
=7,393,005
P

=7,281
P
42,949,319
=
P42,956,600

P21,523,571
=
259,526,949
=281,050,520
P

=8,928,520
P
175,244,105
=184,172,625
P

=–
P
7,393,005
=7,393,005
P

Derivatives Designated as Accounting Hedges
A. Cross Currency Swap Contracts
In 2012, the Parent Company entered into six (6) non-deliverable cross-currency swap (NDCCS)
agreements with an aggregate notional amount of US$65.00 million. These derivative contracts are
designed to partially hedge the foreign currency and interest rate risks on the Parent Company's
Refinanced Syndicated Term Loan (Hedged Loan) that is benchmarked against US LIBOR and with
flexible interest reset feature that allows the Parent Company to select what interest reset frequency to
apply (i.e., monthly, quarterly or semi-annually) [see Note 17]. As it is the Parent Company’s
intention to reprice the interest rate on the Hedged Loan quarterly, the Parent Company utilizes
NDCCS with quarterly interest payments and receipts.
In 2014, the Parent Company entered into additional six (6) NDCCS with aggregate notional amount
of US$45.0 million to further hedge its foreign currency risks and interest rate risks arising from the
Hedged Loan.
Effectively, the twelve (12) NDCCS converted 62.86% of Hedged Loan into a fixed-rate peso loan.
Under the NDCCS agreements, the Parent Company receives floating interest based on 3-month US
LIBOR plus 175 basis points and pays fixed peso interest. On specified dates, the Parent Company
also receives specified USD amounts in exchange for specified peso amounts based on the agreed
swap rates. These USD receipts correspond with the expected interest and fixed principal amounts
due on the Hedged Loan.
Pertinent details of the NDCCS are as follows:
Notional amount
(in millions)
US$15.00
10.00
10.00
10.00
10.00
10.00
7.50
7.50

Trade
Date
03/26/12
04/18/12
05/03/12
06/15/12
07/17/12
10/29/12
05/14/14
05/14/14

Effective
Date
03/27/12
06/27/12
06/27/12
06/27/12
09/27/12
12/27/12
06/27/14
06/27/14

Maturity
Date
06/17/17
06/17/17
06/17/17
06/17/17
06/17/17
06/17/17
06/17/17
06/17/17

Swap
rate
=43.05
P
42.60
42.10
42.10
41.25
41.19
43.62
43.57

Fixed
rate
4.87%
4.92%
4.76%
4.73%
4.58%
3.44%
3.80%
3.80%

Variable rate
3-month LIBOR + 175 bps
3-month LIBOR + 175 bps
3-month LIBOR + 175 bps
3-month LIBOR + 175 bps
3-month LIBOR + 175 bps
3-month LIBOR + 175 bps
3-month LIBOR + 175 bps
3-month LIBOR + 175 bps

(Forward)
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Notional amount
(in millions)
7.50
7.50
7.50
7.50

Trade
Date
06/09/14
06/09/14
07/10/14
07/09/14

Effective
Date
06/27/14
06/27/14
9/27/14
9/27/14

Maturity
Date
06/17/17
06/17/17
06/17/17
06/17/17

Swap
rate
=43.55
P
43.55
43.29
43.37

Fixed
rate
3.60%
3.60%
3.50%
3.68%

Variable rate
3-month LIBOR + 175 bps
3-month LIBOR + 175 bps
3-month LIBOR + 175 bps
3-month LIBOR + 175 bps

The maturity date of the twelve (12) NDCCS coincides with the maturity date of the Hedged Loan.
All NDCCS were settled on June 17, 2017.
Hedge Effectiveness Results
As of December 31, 2019 and 2018, the fair value of the outstanding NDCCS amounted to nil. Since
the critical terms of the Hedged Loan and NDCCS match, the Company recognized the aggregate fair
value changes on these NDCCS under “Fair Value Adjustment on Hedging Transaction” account in
the consolidated statements of financial position.
B. Interest Rate Swap Contracts
In the last quarter of 2014, EBWPC entered into four (4) interest rate swaps (IRS) with aggregate
notional amount of US$150 million. This is to partially hedge the interest rate risks on its ECA and
Commercial Debt Facility (Foreign Facility) that is benchmarked against US LIBOR and with
flexible interest reset feature that allows EBWPC to select what interest reset frequency to apply
(i.e., monthly, quarterly or semi-annually) [see Note 17]. As it is EBWPC’s intention to reprice the
interest rate on the Foreign facility semi-annually, EBWPC utilizes IRS with semi-annual interest
payments and receipts. In the first quarter of 2016, EBWPC entered into three (3) IRS with aggregate
notional amount of US$30 million.
Under the IRS agreement, EBWPC will receive semi-annual interest of 6-month USD-LIBOR and
will pay fixed interest. EBWPC designated the IRS as hedging instruments in cash flow hedge
against the interest rate risks arising from the Foreign Facility.
Pertinent details of the IRS are as follows:
Notional
amount
(in million)
US$48.67
31.40
30.62
14.72
7.07
4.91
4.91

Trade
Date Effective Date Maturity Date
10/20/14
12/15/14
10/23/29
10/20/14
12/15/14
10/23/29
10/20/14
12/15/14
10/23/29
02/12/16
06/15/16
10/23/29
12/11/14
12/15/14
10/23/29
02/12/16
06/15/16
10/23/29
02/12/16
06/15/16
10/23/29

Fixed
rate
2.635%
2.635%
2.635%
1.825%
2.508%
1.825%
1.825%

Variable rate
6-month LIBOR
6-month LIBOR
6-month LIBOR
6-month LIBOR
6-month LIBOR
6-month LIBOR
6-month LIBOR

The maturity date of the seven (7) IRS coincides with the maturity date of the Foreign Facility.
As of December 31, 2019 and 2018, the outstanding aggregate notional amount of EBWPC’s IRS
amounted to US$142.3 million and US$152.7 million, respectively. The aggregate fair value changes
on these IRS amounted to =
P446.9 million loss and P
=102.6 million gain as of December 31, 2019 and
2018, respectively.
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As of December 31, 2019 and 2018, the fair value of the outstanding IRS amounted to
(P
=259.9 million) and =
P130.8 million, respectively. Since the critical terms of the Foreign Facility and
IRS match, EBWPC recognized the aggregate fair value changes on these IRS under “Fair Value
Adjustment on Hedging Transactions” account in the consolidated statements of financial position.
C. Call Spread Swap Contracts
In July 2017, the Parent Company entered into four (4) CSS with an aggregate notional amount of
US$25.0 million.
In January 2018, the Parent Company entered into two (2) additional CSS with an aggregate notional
amount of US$10.0 million and another two (2) CSS in August 2018 with an aggregate notional
amount of US$20.0 million. An additional two (2) CSS was entered by the Parent Company in
November 2018 with an aggregate amount of US$10.0 million.
These derivative contracts are designated to hedge the possible foreign exchange loss of its
$181.1 million notes.
The aggregate fair value change of these call spread contracts amounted to =
P46.0 million as of
December 31, 2019.
Hedge Effectiveness Results
As of December 31, 2019, the fair value of the outstanding CSS amounted to =
P21.8 million. Since
the critical terms of the CSS match, EDC recognized the aggregate fair value changes on these under
“Derivative gains (losses)” account in the consolidated statements of income.
The net movement of fair value changes made to “Fair value adjustments on hedging transactions”
account for the Company’s cash flow hedges is as follows:
Balances at beginning of year
Changes in fair value
Transferred to consolidated statements of income
Interest expense
Balances before tax
Tax
Balances at end of year

2019
P
=102,599,039
(610,240,087)
(507,641,048)

2018
(P
=22,931,557)
117,983,747
95,052,190

16,102,355
16,102,355
(491,538,693)
44,652,148
(P
=446,886,545)

(31,699,820)
(31,699,820)
63,352,370
39,246,669
=102,599,039
P
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The table below summarizes the net movement in fair values of the Company’s derivatives as of
December 31, 2019 and 2018.
Balances at beginning of year
Net changes in fair value of derivatives
designated as accounting hedges
Fair value of settled instruments:
Designated as accounting hedges
Not designated as accounting hedges
Balances at end of year
Presented as:
Derivative assets
Derivative liabilities

2019
P
=176,779,620

2018
=80,851,574
P

(430,975,895)
(430,975,895)

127,627,866
127,627,866

16,102,355
–
16,102,355
(P
=238,093,920)

(31,699,820)
–
(31,699,820)
=176,779,620
P

P
=42,956,600
(281,050,520)
(P
=238,093,920)

=184,172,625
P
(7,393,005)
=176,779,620
P

Capital Management
The primary objective of the Company’s capital management is to ensure that it maintains a healthy
capital ratio in order to comply with its financial loan covenants and support its business operations.
Core capital includes long-term debt and equity.
The Company manages and makes adjustment to its capital structure as it deems necessary.
To maintain or adjust its capital structure, the Company may increase the levels of capital
contributions from its creditors and owners/shareholders through debt and new shares issuance,
respectively. No significant changes have been made in the objectives, policies and processes of the
Company in 2019, 2018 and 2017.
The Company monitors capital using the debt ratio, which is long-term debt divided by
long-term debt plus equity. The Company’s policy is to keep the debt ratio at not more than 70%.
The Company’s long-term debt include both the current and long-term portions of long-term debts.
Equity includes all items presented in the equity section of the consolidated statements of financial
position.
The table below shows the total capital considered by the Company and its debt ratio as of
December 31, 2019 and 2018.
Long-term debts
Total equity
Total
Debt ratio

2019
P
=55,650,386,141
59,805,016,150
P
=115,455,402,291
48.20%

2018
=65,802,722,675
P
56,237,287,981
=122,040,010,656
P
53.92%

As of December 31, 2019 and 2018, the Company is able to meet its capital management objectives.
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Stored Energy
In 1996 and 1997, the Parent Company entered into Addendum Agreements to the PPA related to the
Unified Leyte power plants where any excess generation above the nominated energy or take-or-pay
volume will be credited against payments made by NPC for the periods it was not able to accept
electricity delivered by EDC (see Note 21). As of December 31, 2019 and 2018, the commitment for
stored energy is equivalent to 4,326.6 GWH.
Lease Commitments (Applicable prior to adoption of PFRS 16; see Note 2)
Future minimum lease payments under the operating leases as of December 31, 2018 are as follows
(amounts in millions):
2018
=125.5
P
230.4
=355.9
P

Within one year
After one year but not more than five years
Total

The Company’s lease commitments pertain mainly to office space and warehouse rentals.
On December 23, 2015, the Company entered into an agreement for the lease of office space with
Rockwell Land Corporation for a period of five (5) years effective from July 1, 2015 to
June 30, 2020. Also, on December 19, 2016, the Company renewed its lease agreement with
Amberland Corporation for the lease of office and parking spaces for a period of
five (5) years from December 1, 2016 to November 30, 2021.
Rent expense included in “Cost of sale of electricity” and “General and administrative expenses”
amounted to =
P349.6 million and =
P352.5 million in 2018 and 2017, respectively (see Notes 22 and 23).
Company as a Lessee (Applicable upon adoption of PFRS 16; see Note 2)
The Company has lease contracts for office, parking spaces and warehouses.
The Company has certain leases of assets with lease term of twelve (12) months or less and leases of
assets under low value. The Company applies the short term lease and lease of low value assets
recognition exemption for these leases (see Note 2).
Set out below are the carrying amounts of lease liabilities and the movements during 2019:
As at January 1
Additions
Interest on lease liability
Adjustments
Payments
As at December 31
Current
Noncurrent

=453,600,207
P
298,764,073
23,709,184
(50,041,779)
(313,075,997)
412,955,688
133,165,920
=279,789,768
P

The maturity analysis of lease liabilities is discussed in Note 31.
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Depreciation expense for right-of-use assets
Expense relating to short-term leases and low value assets
Variable lease payments
Total amount recognized in proft or loss

=149,873,730
P
85,613,207
137,658,776
=373,145,713
P

The Company had total cash outflows for leases of office, parking spaces and warehouses amounting
to =
P313.1 million in 2019.
Purchase Commitments
Total purchase commitments as of December 31, 2019 and 2018 amounted to =
P5,487.4 million and
=2,295.8 million, respectively. These are expected to be settled in the succeeding financial years.
P
Income from Insurance Claims
Property damages
In 2019, 2018 and 2017, the Company recognized income from insurance claims totaling to
=615.6 million, P
P
=2,307.0 million, and P
=643.5 million, respectively, relating to property damages
caused by calamities such as the Leyte earthquake, and numerous typhoons which include but are not
limited to Typhoon Urduja, Yolanda, Seniang, Amang, Glenda and Lawin.
Business interruptions
In 2019, the Company recognized income from insurance claims totaling to P
=1,647.8 million relating
to business interruptions caused by calamities and various events, which include but are not limited to
Typhoon Yolanda, Typhoon Glenda and machinery breakdowns. No similar income was recognized
in 2018 and 2017. As of December 31, 2019, outstanding insurance receivable amounted to
=1,296.2 million which is included in “Non-trade accounts receivable” under “Trade and other
P
receivables” (see Note 7).
Income from insurance claims are presented under “Other income (charges)” in profit or loss.
Legal Claims
The Company is contingently liable for lawsuits or claims filed by third parties, including labor
related cases, which are pending decision by the courts, the outcomes of which are not presently
determinable. In the opinion of management and its legal counsel, the eventual total liability from
these lawsuits or claims, if any, will not have a material effect on the consolidated financial
statements (see Notes 3 and 18).
33. Geothermal Service Concession Contracts
Geothermal Service Contracts
Under P.D. 1442, all geothermal resources in public and/or private lands in the Philippines, whether
found in, on or under the surface of dry lands, creeks, rivers, lakes, or other submerged lands within
the waters of the Philippines, belong to the State, inalienable and imprescriptible, and their
exploration, development and exploitation. Furthermore, the Government may enter into service
contracts for the exploration, development and exploitation of geothermal resources in the
Philippines.
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- 123 Pursuant to P.D. 1442, the Parent Company had entered into the following Geothermal Service
Contracts (GSCs) with the Government of the Republic of the Philippines (represented by the DOE)
for the exploration, development and production of geothermal fluid for commercial utilization:
a.
b.
c.
d.
e.
f.
g.

Tongonan, Leyte, dated May 14, 1981
Southern Negros, dated October 16, 1981
Bac-Man, Sorsogon, dated October 16, 1981
Mt. Apo, Kidapawan, Cotabato, dated March 24, 1992
Mt. Labo, Camarines Norte and Sur, dated March 19, 1994
Northern Negros, dated March 24, 1994
Mt. Cabalian, Southern Leyte, dated January 13, 1997

The exploration period under the service contracts shall be five (5) years from the effective date,
renewable for another two (2) years if the Parent Company has not been in default in its exploration,
financial and other work commitments and obligations and has provided a work program for the
extension period acceptable to the Government. Where geothermal resource in commercial quantity
is discovered during the exploration period, the service contracts shall remain in force for the
remainder of the exploration period or any extension thereof and for an additional period of 25 years
thereafter, provided that, if the Parent Company has not been in default in its obligations under the
contracts, the Government may grant an additional extension of 15 to 20 years.
Under P.D. 1442, the right granted by the Government to the Parent Company to explore, develop,
and utilize the country’s geothermal resource is subject to sharing of net proceeds with the
Government. The net proceeds is what remains after deducting from the gross proceeds the allowable
recoverable costs, which include development, production and operating costs. The allowable
recoverable costs shall not exceed 90% of the gross proceeds. The Parent Company pays 60% of the
net proceeds as government share and retains the remaining 40%. The 60% government share is
comprised of government share and income taxes. The government share is split between the
DOE (60%) and the LGUs (40%) where the project is located.
Geothermal Renewable Energy Service Contracts and Geothermal Operating Contracts
R.A. 9513, otherwise known as the Renewable Energy Act of 2008 (RE Law) and which became
effective in January 2009, mandates the conversion of existing GSCs under P.D. 1442 into
Geothermal Renewable Energy Service Contracts (GRESCs) so companies may avail of the
incentives under the RE Law. Aside from the tax incentives, the significant terms of the service
concessions under the GRESCs are similar to the GSCs except that the Parent Company has control
over any significant residual interest over the steam fields, power plants and related facilities
throughout the concession period and even after the concession period.
On September 10, 2009, the Parent Company was granted the Provisional Certificate of Registration
as an RE Developer for the following existing projects: (1) GSC No. 01 - Tongonan, Leyte,
(2) GSC No. 02 - Palinpinon, Negros Oriental, (3) GSC No. 03 - Bacon-Manito, Sorsogon/Albay,
(4) GSC No. 04 - Mt. Apo, North Cotabato, and (5) GSC No. 06 - Northern Negros. With the receipt
of the certificates of provisional registration as geothermal RE Developer, the fiscal incentives of the
RE Law were availed of by the Parent Company retroactive from the effective date of such law on
January 30, 2009. Fiscal incentives include, among others, change in the applicable corporate tax rate
from 30% to 10% for RE-registered activities.
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the Company is now the holder of five (5) GRESCs and the corresponding DOE Certificate
Registration as an RE Developer for the following geothermal projects:
1)
2)
3)
4)
5)

GRESC 2009-10-001 for Tongonan Geothermal Project
GRESC 2009-10-002 for Southern Negros Geothermal Project
GRESC 2009-10-003 for Bacon-Manito Geothermal Project
GRESC 2009-10-004 for Mt. Apo Geothermal Project
GRESC 2009-10-005 for Northern Negros Geothermal Project

On February 19, 2010, the Parent Company’s GSC in Mt. Labo in Camarines Norte and Sur were
converted to GRESC 2010-02-020. On March 24, 2010, the DOE issued to the Parent Company a
new GRESC for Mainit Geothermal Project under DOE Certificate of Registration
No. GRESC 2010-03-021.
The remaining service contract of the Parent Company covered by P.D. 1442 as of
December 31, 2013 is the Mt. Cabalian in Southern Leyte. In 2014, after thorough assessment, the
Parent Company surrendered to the Department of Energy the Geothermal Service Contract covering
the Southern Leyte Geothermal Project located in Cabalian, Southern Leyte. The Parent Company
has found the project not viable considering the size of the resource and the risk associated with the
development and sustainability thereof.
EDC also holds geothermal resource service contracts, each with a five-year pre-development period
expiring in 2017 and a 25-year contract period expiring between 2037 and 2040, for the following
prospect areas:
1) Mt. Zion 2 Geothermal Project
2) Amacan Geothermal Project
In 2019, the exploration and evaluation costs incurred for Balingasag amounting to =
P2.5 million was
assessed by management to be no longer recoverable. Accordingly, the book value of the exploration
and evaluation asset was directly written off.
Also in 2017, the exploration and evaluation costs incurred for Mt. Ampiro, Lakewood and certain
foreign exploration projects totaling to =
P38.5 million were directly written off, due to issues on
productivity and sustainability of geothermal resources in the area (see Notes 3, 14 and 27).
Under the GRESCs, the Parent Company pays the government share equivalent to 1.5% of the gross
income from the sale of geothermal steam produced and such other income incidental to and arising
from generation, transmission, and sale of electric power generated from geothermal energy within
the contract areas (see Note 16). Under the GRESCs, gross income derived from business is an
amount equal to gross sales less sales returns, discounts and allowances, and cost of goods sold. Cost
of goods sold includes all business expenses directly incurred to produce the steam used to generate
power under a GRESC.
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- 125 The RE Law also provides that the exclusive right to operate geothermal power plants shall be
granted through a Renewable Energy Operating Contract with the Philippine Government through the
DOE. On May 8, 2012, EDC, through its subsidiaries GCGI and BGI secured three (3) Geothermal
Operating Contracts (GOCs), each with a 25-year contract period expiring in 2037 and renewable for
another 25 years, covering the following power plant operations:
1) Tongonan Geothermal Power Plant under DOE Certificate of Registration
No. GOC 2012-04-038
2) Palinpinon Geothermal Power Plant under DOE Certificate of Registration
No. GOC 2012-04-037
3) Bacon-Manito Geothermal Power Plant under DOE Certificate of Registration
No. GOC 2012-04-039
Total outstanding government share and the related expense are shown in Notes 16 and 22 to the
consolidated financial statements, respectively.
34. Wind Energy Service Contracts and Solar Energy Service Contract
Wind Energy Service Contracts
On September 14, 2009, the Parent Company entered into WESC 2009-09-004 with the DOE
granting the Parent Company the right to explore and develop the Burgos Wind Project for a period
of 25 years from the effective date. The pre-development stage under the WESC shall be two years
extendible for another year if the Parent Company has not been in default in its exploration or work
commitments and has provided a work program for the extension period upon confirmation by the
DOE. Within the pre-development stage, the Parent Company shall undertake exploration,
assessment and other studies of wind resources in the contract area. Upon declaration of
commerciality, as confirmed by the DOE, the WESC shall remain in force for the balance of the
25-year period for the development/commercial stage.
The DOE shall approve the extension of the WESC for another 25 years under the same terms and
conditions, provided the Parent Company is not in default of any material obligations under the
contract and has submitted a written notice to the DOE for the extension of the contract not later than
one year prior to the expiration of the original 25-year period. Further, the WESC provides that all
materials, equipment, plant and other installations erected or placed on the contract area by the Parent
Company shall remain the property of the Parent Company throughout the term of the contract and
after its termination.
On May 26, 2010, the BOD of EDC approved the assignment and transfer to EBWPC of all the
contracts, assets, permits and licenses relating to the establishment and operation of the Burgos Wind
Power Project under DOE Certificate of Registration No. WESC 2009-09-004. On May 16, 2013,
EBWPC was granted a Certificate of Confirmation of Commerciality by the DOE.
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- 126 As of December 31, 2019, the Company holds 10 WESCs with the DOE with a 25-year contract
period. The WESCs cover the following:

1)
2)
3)
4)
5)
6)
7)
8)
9)
10)

Projects
150 MW Wind Project in Burgos, Ilocos Norte
84 MW Wind Project in Pagudpud, Ilocos Norte
Burgos 1 Wind Project in Burgos, Ilocos Norte
Burgos 2 Wind Project in Burgos, Ilocos Norte
Matnog 1 Wind Project in Matnog and Magdalena,
Sorsogon
Matnog 2 Wind Project in Matnog, Sorsogon
Matnog 3 Wind Project in Matnog, Sorsogon
Iloilo 1 Wind Project in Batad and San Dionisio,
Iloilo
Burgos 3 Wind Project in Burgos and Pasuquin,
Ilocos Norte
Burgos 4 Wind Project in Burgos, Ilocos Norte

DOE Certificates of Registration
WESC 2009-09-004 (expiring in 2034)
WESC 2010-02-040 (expiring in 2035)
WESC 2013-12-063 (expiring in 2038)
WESC 2013-12-064 (expiring in 2038)
WESC 2014-07-075 (expiring in 2039)
WESC 2014-07-076 (expiring in 2039)
WESC 2014-07-077 (expiring in 2039)
WESC 2014-07-078 (expiring in 2039)
WESC 2015-09-085 (expiring in 2040)
WESC 2015-09-086 (expiring in 2040)

Solar Energy Service Contracts
As of December 31, 2019, the Parent Company holds two (2) SESCs with the DOE with a 25-year
contract period. Four (4) other SESCs had already been surrendered, but still awaiting confirmation
from the Department. The SESCs cover the following:
Projects
1) 6.82 MW Burgos Solar Project in Burgos,
Ilocos Norte
2) President Roxas Solar Project in President Roxas,
North Cotabato**
3) Kilada - Matalam Solar Project in Matalam,
North Cotabato*
4) Bogo Solar Project in Bogo, Cebu***
5) Iloilo Solar Project in Iloilo City****
6) Gaisano Iloilo, Iloilo City Solar Rooftop Project*

DOE Certificates of Registration
SESC No. 2014-07-088 (expiring in 2039)
SESC No. 2015-03-114 (expiring in 2040)
SESC No. 2015-03-119 (expiring in 2040
and renewable for another 25 years)
SESC No. 2015-06-234 (expiring in 2040
and renewable for another 25 years)
SESC No. 2016-06-306 (expiring in 2041
and renewable for another 25 years)
SESC No. 2016-11-352 (expiring in 2042
and renewable for another 25 years)

* SESC assigned to EDC Siklab Power Corporation (EDC Siklab)
** Cancellation letter has been submitted with DOE dated March 2016, awaiting confirmation reply.
*** Cancellation letter has been submitted with DOE dated July 2017, awaiting confirmation reply.
**** Cancellation letter has been submitted with Department of Energy (DOE) dated August 2018, awaiting confirmation reply

35. FG Hydro’s Contracts and Agreements
Operation and Maintenance Agreement (O&M Agreement)
In 2006, FG Hydro entered into an O&M Agreement with NIA, with the conformity of the NPC.
Under the O&M Agreement, NIA will manage, operate, maintain and rehabilitate the
Non-Power Components of the PAHEP/MAHEP in consideration for a service fee based on actual
cubic meter of water used by FG Hydro for power generation.
In addition, FG Hydro will provide for a Trust Fund amounting to P
=100.0 million within the first two
(2) years of the O&M Agreement. The amortization for the Trust Fund is payable in 24 monthly
payments starting November 2006 and is billed by NIA in addition to the monthly service fee. The
Trust Fund has been fully funded since October 2008.
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- 127 The O&M Agreement is effective for a period of 25 years commencing on November 18, 2006 and
renewable for another 25 years under the terms and conditions as may be mutually agreed upon by
both parties.
Total service fees incurred amounted to =
P116.4 million, P
=116.4 million and P
=108.0 million in 2019,
2018 and 2017, respectively, and are included under the “Cost of sale of electricity” account in the
consolidated statements of income, specifically “Purchased services and utilities” account
(see Note 22).
Memorandum of Agreement (MOA)
PSALM entered into a MOA with the Protected Area Management Board (PAMB). Under the MOA,
PAMB granted FG Hydro the right to use the Masiway land, where the MAHEP power plant is
situated in consideration for an annual user’s fee. The MOA will be effective for 25 years and
renewable for a similar period subject to terms and conditions as may be mutually agreed upon by
both parties.
FG Hydro incurred annual user’s fee amounting to =
P0.1 million in 2019, 2018 and 2017. The user’s
fee is included under “General and administrative expenses” account in profit or loss, specifically
“Rental, insurance and taxes” account (see Note 23).
Memorandum of Agreement with NGCP (MOA with NGCP)
FG Hydro entered into a MOA with NGCP on August 31, 2011 for the performance of services on
the operation of the PAHEP 230 kV switchyard and its related appurtenances (Switchyard).
The MOA with NGCP expired on August 31, 2016 after which the Company continued to perform
services on the operation of the Switchyard until the signing of a new contract.
A new MOA, effective for a period of five (5) years upon signing by the parties, was signed with
NGCP on January 20, 2020. The MOA is renewable for another three (3) years under such terms and
conditions as may be agreed by the parties.
NGCP shall pay FG Hydro a monthly fixed fee amounting to 0.1 million and monthly variable
charges representing energy consumed at the Switchyard.
Power Supply Agreement with Manila Electric Company (PSA with Meralco)
On September 16, 2019, FG Hydro signed a PSA with Manila Electric Company for the supply of
100 MW mid-merit capacity. The contract is for a period of for five (5) years commencing on
December 26, 2019.
As of March 2, 2020, the PSA is currently awaiting the approval of the ERC.
36. Vestas Operation and Maintenance Agreement
In March 2013, the Company entered into an agreement with Vestas Wind Systems (Vestas) for the
construction of its 87 MW Burgos Wind Project (Phase 1), located in the Municipality of Burgos,
Ilocos Norte. The project comprises three components: (i) the establishment of a wind farm facility;
(ii) a 115kV transmission line; and (iii) a substation adjacent to the wind farm.On April 30, 2014, the
Company and Vestas have entered into another contract for the construction and installation of an
additional 21 wind turbines (Phase 2) increasing the total generating capacity from 87 MW to
150 MW.
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- 128 EBWPC will operate and maintain the wind farm under a 10-year operations and maintenance
agreement with Vestas. The Vestas O&M contract is a service and energy-based availability
agreement based on Vestas’ Active Output Management 5000 product. The agreement is a
full-scope maintenance contract covering both scheduled and unscheduled maintenance with an
energy-based availability on the wind turbines. The agreement covers the wind turbines, wind farm
electrical balance-of-plant systems, the wind turbine yaw back-up generators and the Burgos
Substation as opposed to a traditional O&M contract that provides a guarantee that the turbines in a
wind power plant are operational for a defined period of time on an annual basis (referred to as
time-based availability), the AOM 5000 model provides an energy-based guarantee, which
encourages the contractor to ensure that the turbines are fully operational when the wind is blowing.
37. Renewable Energy Payment Agreement
Under Section 2.2 of the ERC Resolution No. 24, Series of 2013, A Resolution Adopting the
Guidelines on the Collection of the FIT Allowance (FIT-All) and the Disbursement of the FIT-All
Fund (the FIT-All Guidelines), all eligible renewable energy (RE) plant shall enter into a Renewable
Energy Payment Agreement (REPA) with TransCo for the payment of the FIT.
Pursuant to the FIT-All Guidelines, EBWPC entered into a REPA with TransCo for its Burgos Wind
Power Plants. The REPA became effective after all the documents enumerated in Section 3.1 of the
REPA have been submitted to and certified complete by TransCo. Included in those required
documents is the FIT COC issued by the ERC on April 13, 2015.
The ERC granted on April 13, 2015 the FIT COC for the Burgos Wind Project - Phase I and II, which
specifies that the project is entitled to the FIT rate of P
=8.53 per kilowatt-hour (kWh), subject to
adjustments as may be approved by the ERC, from November 11, 2014 to November 10, 2034.
Similarly, on April 24, 2015, the Parent Company entered into a REPA for its 4.16 MW Solar Power
Plants with TransCo.
In accordance with the REPA, all actual RE generation from the commercial operations date (COD)
until the effective date of the REPA (effective date) were billed to and collected from the Philippine
Electricity Market Corporation (PEMC) at market price.
After the effective date of the REPA, billings for all actual RE generation have been submitted
directly to and collected from TransCo at the applicable FIT rates as approved by the ERC. In
addition, the actual FIT differential from the COD until the effective date were also billed to TransCo
over the number of months which lapsed during that period.
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- 129 38. Changes in Liabilities Arising from Financing Activities
January 1, 2019
Current and noncurrent
portion of long-term
debts (Note 17)
Accrued interest on
long-term debts
Lease liability
Acquisition of treasury
stock (Notes 1 and 19)
Dividends paid (Note 19)
Total liabilities from
financing activities

Foreign exchange
movements

892,424,605
–

(3,735,637,571)
(313,075,997)

15,473,316
–

3,605,181,584
726,031,685

777,441,934
412,955,688

–
7,469,094

(7,024,358)
(3,700,822,352)

–
–

7,024,358
7,900,822,352

–
4,207,469,094

=66,702,616,374
P

(P
=17,442,171,217)

=11,961,694,434
P

=61,048,252,857
P

Foreign exchange
movements

Others

December 31, 2018

(P
=173,886,734)

(P
=277,365,545)

December 31, 2019

(P
=9,685,610,939)

Cash flows

(P
=189,360,050)

Others

=65,802,722,675
P

January 1, 2018
Current and noncurrent
portion of long-term debts
(Note 17)
Accrued interest on
long-term debts
Issuance of common shares
(Note 19)
Acquisition of treasury
stock (Notes 1 and 19)
Dividends paid (Note 19)
Total liabilities from
financing activities

Cash flows

=55,650,386,141
P

P
=65,042,677,923

(P
=257,757,725)

P
=845,363,968

=172,438,509
P

P
=65,802,722,675

800,078,380

(3,777,281,398)

10,495,893

3,859,131,730

892,424,605

–

2,365,312,500

–

(2,365,312,500)

–

–
7,469,094

(14,566,031,050)
(80,000,000)

–
–

14,566,031,050
80,000,000

–
7,469,094

P
=65,850,225,397

(P
=16,315,757,673)

P
=855,859,861

=16,312,288,789
P

P
=66,702,616,374

Other includes effect of reclassification of noncurrent portion of long-term debts, amortization of debt
issuance costs, write-off of unamortized debt issuance costs, declaration of dividends on preferred
stocks that were not yet paid at the end of financial reporting date, and effect of accrued but not yet
paid interest on long-term debts.
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ON SUPPLEMENTARY SCHEDULES

The Board of Directors and Stockholders
Energy Development Corporation
One Corporate Centre, Julia Vargas corner Meralco Avenues
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We have audited in accordance with Philippine Standards on Auditing, the consolidated financial
statements of Energy Development Corporation (a subsidiary of Red Vulcan Holdings Corporation) and
its subsidiaries as at December 31, 2019 and 2018, and for each of the three years in the period ended
December 31, 2019, included in this Form 17-A and have issued our report thereon dated March 2, 2020.
Our audits were made for the purpose of forming an opinion on the consolidated financial statements
taken as a whole. The schedules listed in the Index to the Consolidated Financial Statements and
Supplementary Schedules are the responsibility of the Company’s management. These schedules are
presented for purposes of complying with the Revised Securities Regulation Code Rule 68, and are not
part of the basic consolidated financial statements. These schedules have been subjected to the auditing
procedures applied in the audit of the basic consolidated financial statements and, in our opinion, fairly
state, in all material respects, the financial information required to be set forth therein in relation to the
basic consolidated financial statements taken as a whole.
SYCIP GORRES VELAYO & CO.

Jhoanna Feliza C. Go
Partner
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Energy Development Corporation
One Corporate Centre, Julia Vargas corner Meralco Avenues
Ortigas Center, Pasig City
We have audited in accordance with Philippine Standards on Auditing, the consolidated financial
statements of Energy Development Corporation (a subsidiary of Red Vulcan Holdings Corporation) and
its subsidiaries as at December 31, 2019 and 2018, and for each of the three years in the period ended
December 31, 2019, and have issued our report thereon dated March 2, 2020. Our audits were made for
the purpose of forming an opinion on the basic consolidated financial statements taken as a whole. The
Supplementary Schedule on Financial Soundness Indicators, including their definitions, formulas,
calculation, and their appropriateness or usefulness to the intended users, are the responsibility of the
Company’s management. These financial soundness indicators are not measures of operating
performance defined by Philippine Financial Reporting Standards (PFRSs) and may not be comparable to
similarly titled measures presented by other companies. This schedule is presented for the purpose of
complying with the Revised Securities Regulation Code Rule 68 issued by the Securities and Exchange
Commission, and is not a required part of the basic consolidated financial statements prepared in
accordance with PFRSs. The components of these financial soundness indicators have been traced to the
Company’s consolidated financial statements as at December 31, 2019 and 2018 and for each of the three
years in the period ended December 31, 2019 and no material exceptions were noted.
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Jhoanna Feliza C. Go
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ENERGY DEVELOPMENT CORPORATION
(A Subsidiary of Red Vulcan Holdings Corporation)

AND SUBSIDIARIES
INDEX TO THE FINANCIAL STATEMENTS
AND SUPPLEMENTARY SCHEDULES
DECEMBER 31, 2019

Schedule
Contents
Index to the Consolidated Financial Statements
I
Map Showing the Relationships Between and Among the Companies in the
Group, its Ultimate Parent Company and Co-subsidiaries
II
Reconciliation of Retained Earnings Available for Dividend Declaration
III
Financial Soundness Indicators
Supplementary Schedules
A
Financial Assets
B

Amounts Receivable from Directors, Officers, Employees, Related
Parties, and Principal Stockholders (Other than Related parties)

C

Amounts Receivable from Related Parties and Amounts Payable to Related Parties
which are Eliminated during the Consolidation of Financial Statements

D

Intangible Assets - Other Assets

E

Long-Term Debt

F

Indebtedness to Related Parties

G

Guarantees of Securities of Other Issuers

H

Capital Stock

ENERGY DEVELOPMENT CORPORATION
(A Subsidiary of Red Vulcan Holdings Corporation)

AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE OF RETAINED EARNINGS
AVAILABLE FOR DIVIDEND DECLARATION
DECEMBER 31, 2019
Unappropriated retained earnings, as adjusted to available for
dividend declaration, January 1, 2019
Net income in 2019 closed to Retained Earnings
Add: Non-actual/unrealized income (net of tax)
Unrealized foreign exchange gain
Unrealized mark-to-market gain on fair value through
profit or loss
Fair value adjustments on derivatives
Benefit from income tax
Net income actually earned in 2019
Less: Appropriation of Retained Earnings during the period
Treasury shares
TOTAL RETAINED EARNINGS AVAILABLE FOR
DIVIDEND DECLARATION, DECEMBER 31, 2019

=1,031,878,916
P
12,257,527,660
(306,212,957)
(117,535,778)
(24,298,301)
–
11,809,480,624
6,698,000,000
7,024,358
=6,136,335,182
P

SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS
Energy Development Corporation and Subsidiaries
Ratio
Current ratio

Formula
Dividing total current assets
over total current liabilities

December 2019
1.30

December 2018
1.89

Solvency ratio

Dividing net income excluding
depreciation and non-cash
provisions over total
debt obligations

0.34

0.24

Debt-to-equity ratio

Dividing total interest-bearing
debts over stockholders’
equity

0.93

1.17

Asset-to-equity ratio

Dividing total assets over total
stockholders’ equity

2.26

2.42

Interest rate coverage ratio

Dividing earnings before
interest and taxes of one
period over interest expense of
the same period

3.89

3.14

Net debt-to-equity Ratio

Dividing total interest-bearing
debts less cash and cash
equivalents over total
stockholders’ equity

0.69

0.90

Return on equity (%)

Dividing the net income
(annual basis) by total
stockholders’ equity (average)

21.29%

16.71%

Return on assets (%)

Dividing the net income
(annual basis) by the total
assets (average)

9.12%

7.02%

Exhibit 3

ENERGY DEVELOPMENT CORPORATION
AND SUBSIDIARIES
INDEX TO SUPPLEMENTARY SCHEDULES
Form 17-A, Item 7

Supplementary Schedules
A. Financial Assets
B. Amounts Receivable from Directors, Officers, Employees,
and Principal Stockholders (Other than Related Parties)
C. Amounts Receivable from Related Parties which are Eliminated
during the Consolidation of Financial Statements
D. Intangible Assets - Other Assets
E. Long-Term Debt
F. Indebtedness to Related Parties*
G. Guarantees of Securities of Other Issuers*
H. Capital Stock
*

Not Applicable

ENERGY DEVELOPMENT CORPORATION AND SUBSIDIARIES
SCHEDULE A - FINANCIAL ASSETS
As of December 31, 2019

FINANCIAL ASSETS
Loans and receivables:
Cash and cash equivalents
Trade Receivables
Due from related parties
Loans and notes receivables
Advances to employees
Non-trade Accounts Receivables
Long term receivables
Debt Service Reserve Account
Financial assets at FVOCI
Equity Investments
Debt investments
Debt investments
Debt investments
Equity Investments
Equity Investments
Equity Investments
Equity Investments
Equity Investments
Equity Investments
Equity Investments
Equity Investments
Equity Investments
Equity Investments
Equity Investments
Financial asset at FVTPL
Derivative Assets
TOTAL

Name of Issuing Entity & association of each use

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

First Gen
RCBC Retail Treasury Bonds
RCBC GT Capital Fixed Rate Bonds
BDP Fixed Rate Treasury Note
Wack Wack Golf & Country Club Share
Alabang Country Club Share
Sta. Elena Golf Club Share
Baguio Country Club Share
Manila Southwoods Golf & Country Club Share
Canlubang Golf & Country Club Share
Club Filipino Share
Metropolitan Club Share
Orchard Golf & Country Club Share
Petron Corp.
Capitol Hills Golf & Country Club Share
BDO Unit Investment Trust Fund
N/A

Amount shown in the Income received and
balance sheet
accrued

14,254,120,731
6,621,933,201
32,112,916
55,016,751
11,482,205
1,493,982,259
113,100,417
661,239,714

296,953,230
94,013,600
35,097,580
27,900,750
35,000,000
14,200,000
5,500,000
4,500,000
1,000,000
1,600,000
350,000
450,000
650,000
68,036
200,000
1,047,635
42,956,600
23,804,475,625

6,493,647
6,493,647

ENERGY DEVELOPMENT CORPORATION AND SUBSIDIARIES
SCHEDULE B - AMOUNTS RECEIVABLE FROM DIRECTORS, OFFICERS, EMPLOYEES AND PRINCIPAL STOCKHOLDERS (OTHER THAN RELATED PARTIES)
As of December 31, 2019
Name and
Designation of
Debtor
Employees

Balance at Beginning of
Period
87,606,831

Additions

Amounts
Collected
(12,461,403)

Accounts
Written-off

Current
75,145,428

Not Current
-

Balance at End
of Period
75,145,428

Directors
TOTAL
Note: The Company keeps the information on the name & designation of employees and other details confidential. As per written agreement
with the concerned employees, any outstanding balance at the time of retirement shall be deducted from the retirement benefit proceeds.

ENERGY DEVELOPMENT CORPORATION AND SUBSIDIARIES
SCHEDULE C - Amounts Receivable from Related Parties which are Eliminated during the Consolidation of Financial Statements
As of December 31, 2019
Name of Subsidiary
Energy Development Corporation
Bac-Man Energy Development Corporation
Bac-Man Geothermal Inc.
EDC Burgos Wind Power Corporation
EDC Geotermica Chile S.P.A.
EDC Hong Kong International Limited
EDC Hong Kong Limited
EDC Geothermal Corp.
EDC Sinag Iloilo Power Corporation
EDC Pagudpud Wind Power Corporation
EDC Wind Energy Holdings Inc.
First Gen Hyrdro Power Corporation
Green Core Geothermal Inc.
EDC Siklab Iloilo Power Corporation
PT EDC Indonesia
Southern Negros Geothermal, Inc.
Unified Leyte Geothermal Energy Inc.
EDC Geotermica Peru S.A.C.
EDC Chile Limitada
EDC Bright Solar Energy Holdings, Inc.
EDC Siklab Power Corporation
EDC Cleansolar Visayas Power Corporation
EDC Bayog Burgos Wind Power Corporation
EDC Pagali Burgos Wind Power Corporation
EDC Sinag Power Corporation
Iloilo 1 Renewable Energy Corporation
Matnog 1 Renewable Energy Corporation
Matnog 2 Renewable Energy Corporation
Matnog 3 Renewable Energy Corporation
Negros 1 Renewable Energy Corporation
EDC Wind Energy Holdings Inc. 2
Burgos 3 Renewable Energy Corporation
Burgos 4 Renewable Energy Corporation
Calaca Renewable Corporation
EDC Chile Limitada
EDC Geotermica SPA
EDC Geothermal Corp.
Energy Development Corporation
Unified Leyte Geothermal Energy Inc.
EDC Sinag Iloilo Power Corporation
Bac-Man Energy Development Corporation
EDC Siklab Iloilo Power Corporation
Southern Negros Geothermal, Inc.
Green Core Geothermal Inc.
Bac-Man Geothermal Inc.
Energy Development Corporation
Bac-Man Geothermal Inc.
First Gen Hyrdro Power Corporation
Energy Development Corporation
Green Core Geothermal Inc.
EDC Burgos Wind Power Corporation
Unified Leyte Geothermal Energy Inc.
Unified Leyte Geothermal Energy Inc.
Energy Development Corporation
EDC Siklab Power Corporation
EDC Geothermal Corp.
(forward)

Balance at January 1, 2019
101,044.45
20,480.00
18,003,880.94
42,000,000.00
42,870.00
9,197,604.89
104,896.71
1,462,697.42
2,325,687,370.31
495,269.71
26,401,601.00
101,532.19
2,801,023.62
100,331.41
769,921,113.00
680,380.82
4,856,280.36
605,759.12
2,597.00
102,100.83
98,750.82
100,265.62
102,897.88
56,198.30
49,249.30
49,312.86
56,198.30
49,249.30
40,019.14
22,399.40
22,399.40
22,212.00

Additions
18,642.64
101,547,948.57
34,750,013.64
6,018,247.64
18,247.64
2,609,193.64
141,375,186.63
277,704,198.66
18,107.64
(0.00)
18,247.64
1,757,880,623.00
25,509.54
49,167.32
25,947.00
25,927.14
25,947.14
25,884.24
25,927.14
25,927.14
25,927.14
25,927.14
17,347.14
15,284.64
19,917.14
11,317.14
11,317.14

Amounts Collected
(1,840,710.33)
(1,732,093,837.11)
(26,401,600.84)
(2,597.00)
(40,019.14)
-

Offsetting

Cumulative Translation
Adjustment

Reclassification

(99,727,718.24)
(34,750,013.64)
(6,000,000.00)
(5,250.00)
(277,704,198.66)
(1,841,327,712.94)
-

119,687.09
0.00
0.00
18,003,880.94
104,320.00
42,870.00
9,215,852.53
123,144.35
4,071,891.06
734,957,768.00
495,269.71
0.16
119,639.83
2,801,023.62
118,579.05
686,479,726.87
680,380.82
4,856,280.36
631,268.66
49,167.32
128,047.83
124,677.96
126,212.76
128,782.12
82,125.44
75,176.44
75,240.00
82,125.44
66,596.44
15,284.64
42,316.54
33,716.54
33,529.14

-

119,687.09
0.00
0.00
18,003,880.94
104,320.00
42,870.00
9,215,852.53
123,144.35
4,071,891.06
734,957,768.00
495,269.71
0.16
119,639.83
2,801,023.62
118,579.05
686,479,726.87
680,380.82
4,856,280.36
631,268.66
49,167.32
128,047.83
124,677.96
126,212.76
128,782.12
82,125.44
75,176.44
75,240.00
82,125.44
66,596.44
15,284.64
42,316.54
33,716.54
33,529.14

18,134,547.67

-

18,134,547.67

-

150,000.00
1,000.00
1,000.00
1,000.00
1,000.00

6,000,000.00
3,000,000.00
-

-

(6,000,000.00)
(3,000,000.00)
-

-

-

150,000.00
1,000.00
1,000.00
1,000.00
1,000.00

-

150,000.00
1,000.00
1,000.00
1,000.00
1,000.00

0.00
(0.00)

50,905,611.53
302,341,737.16

-

(50,905,611.53)
(277,704,198.66)

-

-

0.00
24,637,538.50

-

0.00
24,637,538.50

(0.00)
(0.00)
3,243.63
2,000.00

234,021.39
101,839,683.50
51,453,074.54
20,189,829.79
-

22,288.34
(99,727,718.24)
(50,905,611.53)
(20,189,829.79)
-

-

-

(1,475,276,352.00)
(9,700,000.00)
(3,000,000.00)

-

-

1,475,276,352.00
9,700,000.00
3,000,000.00

-

(2,039,473.60)

Amount Eliminated

83,168.87

-

(1,123,040.61)

-

Non- Current

21,213,893.00

(256,309.73)
-

-

(41,895,680.00)
(5,701.83)
5,703.81
-

Current

(0.00)
2,111,965.26
550,706.64
0.00
2,000.00

-

-

-

(0.00)
2,111,965.26
550,706.64
0.00
2,000.00

-

Name of Subsidiary
Name of Subsidiary
EDC Burgos Wind Power Corporation
Energy Development Corporation
Bac-Man Geothermal Inc.
EDC Wind Energy Holdings Inc.
EDC Pagudpud Wind Power Corporation
EDC Hong Kong International Limited
EDC Hong Kong Limited

Balance at January 1, 2019
Balance at January 1, 2019
0.00
4,389,005.00
44,750.00

Additions

Amounts Collected

Additions

Amounts Collected

20,437,914.48
20,189,829.79
-

-

Offsetting
Offsetting
(19,987,914.48)
(20,189,829.79)
-

Reclassification

Cumulative Translation
Adjustment

Current

Non- Current

Amount Eliminated

Reclassification

Cumulative Translation
Adjustment

Current

Non- Current

Amount Eliminated

-

-

EDC Bright Solar Energy Holdings, Inc.
EDC Sinag Power Corporation

11,000.00

-

-

-

-

-

11,000.00

-

11,000.00

EDC Wind Energy Holdings 2 Inc.
Burgos 3 Renewable Energy Corporation
Burgos 4 Renewable Energy Corporation
Calaca Renewable Corporation

20,000.00
20,000.00
20,000.00

-

-

-

-

-

20,000.00
20,000.00
20,000.00

-

20,000.00
20,000.00
20,000.00

-

-

-

105,961,380.00
26,864,500.00
22,675,424.00

116,203,272.95

-

-

-

-

105,961,380.00
26,864,500.00
138,878,696.95

-

105,961,380.00
26,864,500.00
138,878,696.95

PT EDC Indonesia
PT EDC Panas Bumi

495,355.00

144,712.91

-

-

-

-

640,067.91

-

640,067.91

PT EDC Panas Bumi
PT EDC Indonesia

604,780.00

307,584.02

-

-

-

-

912,364.02

-

912,364.02

508,462,254.00
1,643,370,060.00

66,769,970.78
72,478,307.05

-

-

-

(70,146,881.69)
(157,991,282.19)

505,085,343.10
1,557,857,084.86

-

505,085,343.10
1,557,857,084.86

EDC Geotermica SpA
EDC Chile Limitada

38,131,579.00

2,899,725.61

-

-

-

(4,372,843.06)

36,658,461.55

-

36,658,461.55

EDC Peru Holdings
EDC Energia Verde Peru S.A.C.
EDC Peru SAC
EDC Geotermica Del Sur
EDC Energia Azul
EDC Energia Peru
EDC Energia Geothermica
EDC Progreso Geotermico Peru SAC
EDC Energia Renovable
Geothermica Crucero
Geotermica Tutupaca
Geothermica Loriscota

24,899,597.48
121,770.00
48,234.00
54,852.00
59,395.00
46,907.00
55,086.00
48,390.00
5,128,593.00
11,924,253.00
294,455.00

16,242,954.99
-

-

-

(1,006.21)
(1,143.91)
(1,239.34)
(978.32)
(1,148.65)
(1,009.37)
(106,975.52)
(248,724.93)
(6,142.12)

41,142,552.47
79,719.63
47,227.79
53,708.09
58,155.66
45,928.68
53,937.35
47,380.63
5,021,617.48
11,675,528.07
288,312.88

-

41,142,552.47
79,719.63
47,227.79
53,708.09
58,155.66
45,928.68
53,937.35
47,380.63
5,021,617.48
11,675,528.07
288,312.88

101,360,206.00

13,051,952.92

-

-

114,412,158.92

-

114,412,158.92

5,761,914,296.21

4,684,766,235.76

4,060,547,172.45

-

4,060,547,172.45

EDC Chile Holdings SPA
EDC Chile Limitada
EDC Geotermica SPA

Energy Development Corporation Peru SAC
EDC Energia Verde Peru

TOTAL

(1,760,635,074.15)

(4,305,780,271.16)

(42,050.37)
-

-

(85,132,117.00)

-

(234,585,897.20)

-

-

600.00
9,700,000.00

EDC Hong Kong Limited
EDC Chile Limitada
EDC Geotermica SPA
PT EDC Indonesia

(0.00)
-

-

450,000.00
4,722,424.37
44,282.33

-

(600.00)
(9,700,000.00)

-

-

-

(0.00)
-

-

450,000.00
4,722,424.37
44,282.33

42,071,348.00

EDC Siklab Power Corporation
Energy Development Corporation
Unified Leyte Geothermal Inc.

(42,071,348.00)

333,419.37
(467.67)
-

(0.00)
-

ENERGY DEVELOPMENT CORPORATION AND SUBSIDIARIES
SCHEDULE D - INTANGIBLE ASSETS - OTHER ASSETS
As of December 31, 2019

Description

Beginning Balance

Additions at cost

Water Rights

1,238,461,142

-

Goodwill

2,667,683,785

-

Other Intangible Assets
TOTAL

Charged to cost
and expenses

96,191,157
-

Charged to other Other changes additions
accounts
(deductions)

-

160,921,311

134,380,452

45,741,896

-

4,067,066,238

134,380,452

141,933,053

-

(4,958,020)
(4,958,020)

Ending Balance

1,142,269,985
2,662,725,765
249,559,867
4,054,555,617

Note:
Other charges addition in Goodwill pertain to foreign exchange translation of goodwill arising from the acquisition of Hot Rock entities in Chile and Peru.
Additions to Other Intangible Assets pertain to computer software and licenses.
The amounts charged to cost and expenses represent regular amortization and is credited through an accumulated
amortization account.

ENERGY DEVELOPMENT CORPORATION AND SUBSIDIARIES
SCHEDULE E - LONG-TERM DEBT

As of December 31, 2019

Title of Issue and Type of Obligation

Foreign Loans:
USD211.0 Million Bonds
USD37.5 Million Commercial Debt Facility

Amount Authorized by Indenture
(In original currency)
(In PhP)

Balance at December 31, 2019
(In original currency)
(In PhP)

Current Portion of Long-Term Debt
(In original currency)
(In PhP)

Long-Term Debt (Net of Current Portion)
(In original currency)
(In PhP)

Interest Rate

Amount and Number of Periodic Payments
(In original currency)
(Approx in PhP)
Periodic Payments

$
$

300,000,000
37,502,193

13,350,000,000
1,680,378,192

44.50
44.81

$
$

180,830,539
28,761,816

9,158,188,689
1,456,354,537

$
$

2,329,891

117,974,048

$
$

180,830,539
26,431,924

9,158,188,688
1,338,380,489

$

150,008,771

6,721,520,705

44.81

$

114,310,486

5,788,111,406

$

9,188,576

465,263,534

$

105,121,911

5,322,847,872 2.35% margin plus LIBOR

P
P
P

4,000,000,000
3,000,000,000
3,000,000,000

4,000,000,000
3,000,000,000
3,000,000,000

P
P
P

3,949,243,196
2,997,814,350
2,403,979,790

3,949,243,196
2,997,814,350
2,403,979,790

P
P
P

2,997,814,350
99,328,263

2,997,814,350
99,328,263

P
P
P

3,949,243,196
0
2,304,651,527

3,949,243,196
0
2,304,651,527

FXCN - Series 2

P

4,000,000,000

4,000,000,000

P

3,205,846,687

3,205,846,687

P

132,671,166

132,671,166

P

3,073,175,521

3,073,175,521

IFC 1

P

4,100,000,000

4,100,000,000

P

1,158,050,000

1,158,050,000

P

325,254,372

325,254,372

P

832,795,629

832,795,629

IFC 2

P

3,262,500,000

3,262,500,000

P

1,406,981,187

1,406,981,187

P

223,298,919

223,298,919

P

1,183,682,268

1,183,682,268

6.6% per annum from
(ave)
September 30, 2011 to
June 21, 2018 and 4.78%
from June 22, 2018 until
maturity

IFC 3

P

4,800,000,000

4,800,000,000

P

4,399,895,798

4,399,895,798

P

322,275,345

322,275,345

P

4,077,620,452

4,077,620,452

PHP291.2M Term Loan
PHP1.5B Term Loan
PHP1B Term Loan
UBP PHP2B Term Loan
SBC PHP3B Term Loan
PNB PHP500M Term Loan
BPI PHP1B Term Loan
SBC PHP1B Term Loan
SBC PHP500M Term Loan
8.5 billion Term Loan

P
P
P
P
P
P
P
P
P
P

291,200,000
1,500,000,000
1,000,000,000
2,000,000,000
3,000,000,000
500,000,000
1,000,000,000
1,000,000,000
500,000,000
8,500,000,000

291,200,000
1,500,000,000
1,000,000,000
2,000,000,000
3,000,000,000
500,000,000
1,000,000,000
1,000,000,000
500,000,000
8,500,000,000.00

P
P
P
P
P
P
P
P
P
P

245,058,657
1,345,116,386
974,280,295
1,658,071,152
2,388,954,069
249,317,710
796,891,118
828,971,888
414,451,225
3,895,935,779

245,058,657
1,345,116,386
974,280,295
1,658,071,152
2,388,954,069
249,317,710
796,891,118
828,971,888
414,451,225
3,895,935,779

P
P
P
P
P
P
P
P
P
P

22,190,798
119,183,932
9,410,298
132,134,887
237,607,660
99,586,371
79,332,815
66,061,740
33,026,376
1,181,852,754

22,190,798
119,183,932
9,410,298
132,134,887
237,607,660
99,586,371
79,332,815
66,061,740
33,026,376
1,181,852,754

P
P
P
P
P
P
P
P
P
P

222,867,859
1,225,932,454
964,869,996
1,525,936,266
2,151,346,410
149,731,339
717,558,304
762,910,147
381,424,849
2,714,083,025

222,867,859
1,225,932,454
964,869,996
1,525,936,266
2,151,346,410
149,731,339
717,558,304
762,910,147
381,424,849
2,714,083,025.20

5.50%
5.25%
5.5788%
5.44%
5.32%
5.49%
5.21%
5.43%
5.49%
5.25%

5.0 billion Term Loan
PHP 5.6 Billion Commercial Debt Facility

P
P

5,000,000,000
5,610,429,890

5,000,000,000.00
5,610,429,890

P
P

2,588,125,405
4,340,746,817

2,588,125,405
4,340,746,817

P
P

644,219,912
354,747,001

644,219,912
354,747,001

P
P

1,943,905,493
3,985,999,818

1,943,905,493.11
3,985,999,818

5.25%
2% + PDST-F rate

USD150 Million ECA Debt Facility

Domestc Loans:
Fixed Rate Bond-10 Years
Fixed Rate Bond-7 Years
FXCN - Series 1

TOTAL

77,816,028,787

55,650,386,141
55,650,386,141

7,663,234,539
7,663,234,539

47,987,151,602
47,987,151,602

6.50%
2% margin plus LIBOR

$

300,000,000
various
various

Maturity Date

44.395
44.720

13,318,500,000
various

bullet payment
30 semi annual
payments

January 20, 2021
October 23, 2029

44.720

various

30 semi annual
payments

October 23, 2029

4,000,000,000
3,000,000,000
15,000,000

bullet payment
bullet payment
20 semi-annual
payments

May 3, 2023
May 3, 2020
2012 - 2022

4.7312%
4.1583%
5.25%

(ave)

P

4,000,000,000
3,000,000,000
150,000,000

5.25%

(ave)

P

200,000,000

20,000,000

20 semi-annual
payments

2012 - 2022

7.9% per annum from
(ave)
January 1, 2009 to June
21, 2018 and 4.52% from
June 22, 2018 until
maturity

P

170,833,333

170,970,000

24 semi-annual
payments

2012 - 2033

P

125,480,769

125,606,250

24 semi-annual
payments

2013 - 2025

P

200,000,000

200,000,000

24 semi-annual
payments

March 15, 2033

P
P
P
P
P
P
P
P
P
P

291,200,000
1,500,000,000
1,000,000,000
2,000,000,000
3,000,000,000
500,000,000
1,000,000,000
1,000,000,000
500,000,000
7,990,000,000

291,200,000
1,500,000,000
1,000,000,000
2,000,000,000
3,000,000,000
500,000,000
1,000,000,000
1,000,000,000
500,000,000
various

bullet payment
bullet payment
bullet payment
bullet payment
bullet payment
bullet payment
bullet payment
bullet payment
bullet payment
20 semi-annual
payments

December 17,
December 5,
December 5,
April 10,
May 4,
May 4,
June 1,
May 4,
May 4,
March 6,

P
P

5,000,000,000
187,014,330

bullet payment
30 semi annual
payments

September 9, 2025
October 23, 2029

7.80%

(ave)

(ave)

various
various

2030
2026
2031
2032
2027
2027
2027
2032
2027
2022

ENERGY DEVELOPMENT CORPORATION AND SUBSIDIARIES
SCHEDULE F - INDEBTEDNESS TO RELATED PARTIES
As of December 31, 2019

Name of Related Parties

Balance at beginning of period

NOT APPLICABLE

Balance at end of
period

ENERGY DEVELOPMENT CORPORATION AND SUBSIDIARIES
SCHEDULE G - GUARANTEES OF SECURITIES OF OTHER ISSUERS
As of December 31, 2019

Name of issuing entity of securities guaranteed by the company for Title of issue of each class
which this statement is filed
of securities guaranteed

Total amount
guaranteed and
outstanding

NOT APPLICABLE

Amount owned by
person for which
statement is filed

Nature of
guarantee

ENERGY DEVELOPMENT CORPORATION AND SUBSIDIARIES
SCHEDULE H - CAPITAL STOCK
As of December 31, 2019

Title of Issue

Common
Stock

Number of shares
authorized

27,000,000,000

Number of shares
outstanding

17,053,183,392

Number of
shares reserved
for options,
warrants,
conversion and
other rights

Number of
shares held by
related parties

7,500,000,000
(43.980%)
9,226,249,810
(54.102%)
148,910,559
(0.873%)
148,092,918
(0.868%)

Preferred
Stock
(Voting)
Preferred
Stock
(Non-voting)

15,000,000,000

9,375,000,000

300,000,000

0

9,375,000,000
(100%)

Number of
shares held by
Directors and
key executive
officers

9,585
(0.000%)

Exhibit 5
Material Contracts And Agreements
G EOTHERMAL R ENEWABLE E NERGY S ERVICE C ONTRACTS
The Company and its subsidiaries currently have eleven (11) service contracts with the Government for
the exploration and utilization of geothermal energy. Three (3) geothermal operating contracts (GOC)
cover geothermal power plant operations; and eight (8) of the geothermal contract areas are covered by
geothermal renewable energy service contracts (GRESC) and geothermal service contracts (GSC) under
the RE Law. The Company’s existing geothermal contracts cover the following:
•

•

•

GRESC
o Tongonan, Kananga, Leyte
o Southern Negros, Valencia, Negros Oriental
o Bacon-Manito, Albay-Sorsogon
o Mt. Apo, Kidapawan
o Northern Negros, Negros Occidental*
GSC
o Amacan, Compostella Valley
o Mt. Zion 2, North Cotabato – Davao del Sur
o Balingasag, Misamis Oriental – Bukidnon**
GOC
o Palinpinon Geothermal Power Plants in Valencia, Negros Oriental
o Tongonan Geothermal Power Plant in Kananga, Leyte
o Bacon-Manito Geothermal Power Plant in Albay-Sorsogon

The service contracts for the (i) Tongonan; (ii)Southern Negros; (iii) Bacon-Manito; (iv) Mt. Apo;
(v) Northern Negros are in form of GRESCs. (i.) Amacan; (ii) Balingasag and (iii) Mt.Zion 2 contract
areas are in the form of GSCs. The contract for the (i) Palinpinon; (ii) Tongonan and (iii) Bacon-Manito
geothermal power plants are in the form of GOCs. The GRESCs, GSCs and the GOCs were entered into
pursuant to the RE Law. Generally, under the service contracts, the Company is appointed as the
exclusive party to conduct geothermal operations on behalf of the Government in the relevant contract
area and agrees to provide the necessary services, technology and financing for the geothermal operations
contemplated therein, and assumes the financial risks for those operations.
Four of the Company’s five (5) GRESC contract areas, specifically Tongonan, Southern Negros, Bacon
Manito and Mt. Apo, are in commercial operation and the GRESCs for these contract areas are to expire
between 2031 and 2042. The Company has an existing contract area in Northern Negros. However, the
Company decided to temporarily shut-down the operations of Northern Negros in 2011 while it studies
the appropriate power plant capacity for the said area.
The service contract for Amacan has continued its pre-development stage at the end of 2019.Mt. Zion 2’s
pre-development stage will expire in 2020. All the above mentioned are non-operational and undergoing
pre-development activities. These are sites with potential geothermal resources in commercial quantity
and if discovered during the pre-development stage, each service contract shall, with respect to any
production area delineated therein, remain in force for the balance of a 25-year period, renewable for an
additional period of 25 years if the Company is not in default of its obligations under the service contract.
If the Company does not default on its obligations under the applicable contract, the Government may
grant a further extension of 25 years (in the case of Northern Negros, Amacan, and Mt. Zion 2).
Under each of the service contracts, all materials, equipment, plants and other installations that are erected
or placed on the contract area shall remain the property of the Company throughout the term of the RE
Contract and after termination thereof. The Company shall be given one year to remove these facilities;
otherwise ownership shall be vested in the Government.

*Renewal under process
**Cancellation letter has been submitted with the Department of Energy (DOE) dated 19 December 2019, awaiting confirmation reply

Under the service contracts, the Company must pay government share to the Government and local
government units, from the proceeds derived from the geothermal operations. Under the GRESCs, GSCs,
and GOCs, the Company must pay a Government Share equal to 1.5% of the income derived from the
sale of geothermal steam or electricity produced and other incidental income, in addition to income tax
payable by the Company.
W IND E NERGY S ERVICE C ONTRACTS
The Company holds ten (10) WESCs with the DOE. The wind service contracts cover the following:
•
•
•
•
•
•
•
•
•
•

150 MW wind project in Burgos, Ilocos Norte
Pagudpud wind project in Pagudpud, Ilocos Norte
Burgos 1 wind project in Burgos, Ilocos Norte
Burgos 2 wind project in Burgos, Ilocos Norte
Burgos 3 wind project in Burgos and Pasuquin, Ilocos Norte
Burgos 4 wind project in Burgos, Ilocos Norte
Matnog 1 wind project in Matnog& Magdalena, Sorsogon
Matnog 2 wind project in Matnog, Sorsogon
Matnog 3 wind project in Matnog, Sorsogon
Iloilo 1 wind project in Batad& San Dionisio, Iloilo

EDC Burgos Wind Power Corporation (EBWPC), a subsidiary of the Company, developed an 87MW
wind farm in Burgos and the WESC for the project was assigned to EBWPC in February 2011. EBWPC
submitted a Declaration of Commerciality (DOC) for the project last August 2011 and the same has been
approved by the DOE last April 2013. As it has been studied that there is potential for a bigger wind farm
in EBWPC’s contract area, EBWPC submitted a DOC covering the Burgos Wind Expansion Project. The
expansion project added an additional 63 MW of wind power. The DOE’s confirmation of the expansion
project’s commerciality was secured last December 2013.The project started commercial operations last
November 2014.
On the other hand, the WESC for the Pagudpud project was assigned by EDC to EDC Pagudpud Wind
Power Corporation (EPWPC) last June 2012. EPWPC submitted a Declaration of Commerciality for the
Pagudpud project last February 2013, and the same was confirmed by the DOE last June 2014.
The WESCs for Burgos 1 and Burgos 2 were signed by EDC last December 2013, while the WESCs for
Matnog 1, Matnog 2, Matnog 3, Iloilo 1, and Negros were signed last August 2014. Lastly, WESCs for
Burgos 3 and Burgos 4 were signed last December 2015.
Under the WESC, the Company is obligated to provide the services, technology, equipment and financing
for the wind energy operations contemplated by the WESC. The Company assumes the financial risks in
case it is determined during the pre-development stage that wind resources in the contract area do not
justify commercial development.
Under the DOE’s new guidelines, the WESC is effective for a non-extendible period of three (3) years
provided that the failure of the Company to accomplish the first annual milestones set forth by the DOE
and as indicated in the Work Program shall result in the expiration of the RE Contract. However, the
submission of a Declaration of Commerciality at any time during the pre-development stage and the
confirmation thereof by the DOE shall supersede the milestone requirement.
Within the pre-development stage of the wind energy operation, the Company is required to undertake
exploration, assessment, harnessing, piloting, and other studies of wind resources. Upon submission by

the Company and the confirmation by the DOE of a declaration of commerciality within the predevelopment stage, the WESC remains in force for the balance of a period of 25 years from the effective
date and can be renewed for another 25 years if the Company has not been in default of any of its material
obligations under the WESC.
S OLAR E NERGY S ERVICE C ONTRACTS
The Company holds two operational (2) SESCs with the DOE. The solar service contracts cover areas in
the following:
• 4.16 MW and 2.66 MW Burgos, Ilocos Norte
• Gaisano Iloilo (Solar Rooftop)
EDC developed a 4.16 MW Burgos Solar Project under the Burgos service contract, which was awarded
last August 2014. On the same month, EDC submitted a DOC for the project. The project started
commercial operations last March 2015.
Under the same contract, EDC has also recently developed its 2.66 MW solar farm, which is the Burgos
Solar Phase 2 Project also located in Burgos, Ilocos Norte.EDC submitted its DOC for the project last
May 2015. The project started commercial operations last January 2016.
The SESC for Gaisano Iloilo was signed last February 2017. The Gaisano Iloilo Solar Rooftop has been
operational since March 2017
Under the SESC, the Company is obligated to provide the services, technology, equipment and financing
for the solar energy operations contemplated by the SESC. The Company assumes the financial risks in
case it is determined during the pre-development stage that solar resources in the contract area do not
justify commercial development.
Under the DOE’s new guidelines, the SESC is effective for a non-extendible period of two (2) years
provided that the failure of the Company to accomplish the first annual milestones set forth by the DOE
and as indicated in the Work Program shall result in the expiration of the RE Contract.However, the
submission of a Declaration of Commerciality at any time during the pre-development stage and the
confirmation thereof by the DOE shall supersede the milestone requirement.
Within the pre-development stage of the solar energy operation, the Company is required to undertake
exploration, assessment, harnessing, piloting, and other studies of solar resources. Upon submission by
the Company and the confirmation by the DOE of a declaration of commerciality within the predevelopment stage, the SESC remains in force for the balance of a period of 25 years from the effective
date and can be renewed for another 25 years if the Company has not been in default of any of its material
obligations under the SESC.

Risks relating to the Company and its businesses
A substantial portion of the Company’s revenues are attributed to payments from a single offtaker,
NPC, who may be unable to meet its payment obligations to the Company.
A substantial portion of the Company’s revenues have historically been derived from sales of electricity
and steam to one customer, NPC. Under long-term PPAs, NPC is committed to purchase electricity from
six of the Company’s geothermal plants. The expiration dates of these PPAs range from 2022 to 2024.
The Company expects that it will continue to rely heavily on NPC for a substantial portion of its
electricity sales revenue for the foreseeable future. If NPC is unable to meet its payment obligations under
the PPAs, the Company would be materially and adversely affected.
NPC’s power generation assets are subject to an ongoing privatization process conducted by PSALM. In
particular, PSALM is transferring the control of the trading of the energy capacities covered by existing
NPC-IPP contracts to qualified IPP Administrators. PSALM affirmed that NPC will remain the legal
counterparty to the PPAs subsequent to the appointment of the IPP Administrators and thus NPC will
remain liable for payment of fees under the PPAs.
In the past, NPC has experienced financial difficulties due to the depreciation of the Peso against major
foreign currencies, lower-than-expected electricity demand, high debt levels, political pressure, and
regulatory challenges, which limited NPC’s ability to pass on increased costs to its customers.
In addition, the Company incurs various costs and obligations under its contracts with third parties to
meet its obligations to supply electricity to NPC under the PPAs. These costs and obligations include debt
service payments, project development, steam and power production and operating costs. The Company is
directly obligated to pay for these costs and obligations, regardless of whether NPC pays the Company
under the PPAs. The Company depends on NPC’s payment, under the PPAs to fund its costs and
obligations to third parties.
Any difficulty or inability on the part of NPC to meet its payment obligations under the PPAs, including
payments intended to cover the Company’s costs and debt service obligations, would haveeffectsn on the
Company’s business, cash flows, and results of operations if the company were unable to source other
purchasers of energy on substantially the same or better terms. Additionally, if NPC fails to meet its
obligations under the PPAs, the Company would have difficulty in meeting its financial obligations to
third parties, and therefore may have to obtain funds from other sources to meet these obligations. There
can be no assurance that such alternative funding would be available, or, if the funding were available,
that it would be on commercially reasonable terms.
The Company’s financial performance depends on the successful operation of its geothermal
steamfields and power plants, which are subject to various operational risks.
The Company’s financial performance depends on the successful operation of its geothermal steamfields
and power plants. The cost of operation and maintenance and the operating performance of geothermal
steamfields and power plants may be adversely affected by a variety of factors, including the following:
•

unscheduled shutdowns due to maintenance, replacement of major parts, unexpected breakdowns,
failure of equipment or the equipment of the transmission serving utility beyond the contractual
allowance;

•

improper management of the geothermal resource;

•

the presence of hazardous materials in the Company’s project sites; and

•

catastrophic events such as fires, explosions, earthquakes, typhoons, floods, landslides, lightning,
environmental pollution, releases of hazardous materials, severe storms or similar and unexpected

occurrences affecting the Company’s projects or any of the power purchasers or other third
parties providing services to the Company’s projects.
Many of these events may cause personal injury and loss of life, severe damage to or destruction of the
Company’s properties and the properties of others, and may result in the suspension of the Company’s
operations and the imposition of civil or criminal penalties.
The counterparties to the Company’s GRESCs, PPAs, PSAs, TSCs, ESAs and other related agreements
may have the conditional right to terminate those agreements under circumstances specified therein
arising from failure to generate or deliver electricity or geothermal resources, as the case may be, which
continues beyond a specified period of time. As a consequence, there may be no revenues from the
affected asset other than the proceeds from business interruption insurance, if any, that applies to the
event after the relevant waiting period. There can also be no assurance that insurance proceeds received
under policies maintained by the Company would adequately cover all liabilities that may be incurred or
any direct or indirect costs and losses suffered, including liabilities to and losses claimed by third parties.
In addition, some of the PPAs have provisions that permit the counterparty, under specific conditions, to
purchase assets of the Company upon the occurrence of an event of default at a price which may not
compensate the Company for the value of such assets. In addition, if a GRESC, PPA, PSA, TSC, ESA or
other related agreement is terminated by the counterparty thereto, the affected party may not be able to
enter into a replacement agreement on terms as favorable as the terminated agreement or with a
counterparty as creditworthy as the terminating counterparty. As a result of all or any of the foregoing the
Company may not be able to make payments of principal, premium, if any, and interest on its debts when
due.
The Company’s exploration, development and production of geothermal energy resources are subject
to geological risks and uncertainties.
The Company’s business involves the exploration, development, and production of geothermal energy
resources. These activities are subject to uncertainties, which may result in non-commercial wells, due to,
among others, the following:
•

insufficient steam in the drilled wells;

•

the discovery of acidic, oversaturated, and hypersaline fluids which are unsuitable in the steam
generation process using current technologies;

•

the uncontrolled release of high pressure steam; and

•

the sudden decline in pressure and temperature.

The occurrence of any of these or other uncertainties, which may occur naturally or as a result of human
error, can increase the Company’s operating costs and capital expenditures, or reduce the efficiency of its
steamfields and power plants.
Given that geothermal resources are located in varied and complex geological environments, their sizes
and volumes can only be estimated. The viability of geothermal projects depends on different factors
directly related to the geothermal resource, such as the heat content (i.e. the maximum temperature and
pressure tapped by the wells) of the geothermal reservoir, chemistry of the reservoir fluids, useful life (i.e.
commercially exploitable life) of the reservoir, and operational factors relating to the extraction of
geothermal fluids. Production and injection wells can require frequent maintenance or replacement.
Replacement or repair of certain equipment, vessels or pipelines, may be required, due to corrosion and
erosion arising from acidic and high-gas geothermal fluids. New production and injection wells may be
required for the maintenance of current operating levels, thereby requiring substantial capital
expenditures. The Company’s geothermal energy projects may suffer an unexpected decline in the
capacity of their respective geothermal wells, and are exposed to a risk of geothermal reservoirs not being

sufficient for sustained generation of the desired electrical power capacity over time. In addition, the
Company may fail to find commercially viable geothermal resources in the expected quantities and
temperatures, which would adversely affect its development of geothermal power projects.
Geothermal resources are generally located within tectonically active areas. These areas may have
frequent low-level seismic activity. Serious seismic accidents may occur that could result in damage to
the Company’s facilities or equipment to such an extent that the Company could not perform its normal
obligations under SSAs, PSAs, ESAs or PPAs for the affected project. This, in turn, could reduce the
Company’s net income and materially and adversely affect its business, financial condition, results of
operations and cash flow. If the Company’s operations are disrupted by a serious seismic disturbance, its
business interruption and property damage insurance may not be adequate to cover all losses sustained as
a result thereof. In addition, insurance coverage may not continue to be available in the future in amounts
adequate to insure against such seismic disturbances.
Licenses, permits and operating agreements necessary for the Company’s business may not be
obtained, sustained, extended or renewed.
The Company’s operations rely on permits, licenses and agreements and in some cases renewals of such
permits, licenses and agreements. Management believes that the Company currently holds or has applied
for all necessary licenses, permits and agreements to carry on the activities that it is currently conducting
under applicable laws and regulations, licenses, permits and agreements. However, the Company’s ability
to obtain, sustain or renew such licenses, permits and agreements on acceptable terms is subject to change
in regulations and policies and to the discretion of applicable governmental authorities and counterparties.
Continued compliance with, and any changes in, safety, health and environmental laws and
regulations may adversely affect the Company’s operating costs.
The Company is subject to a number of laws and regulations affecting many aspects of its present and
future operations, including the disposal of various forms of materials resulting from geothermal reservoir
production, the drilling and operation of new wells, and power plant operations. Such laws and
regulations generally require the Company to obtain and comply with a wide variety of licenses, permits,
and other approvals. In addition, regulatory compliance for the construction of new facilities is a costly
and time-consuming process; changing environmental regulations may require major expenditures in
obtaining permits and may create the risk of expensive delays or material impairment in project value if
projects cannot be operated as planned due to changing regulatory requirements or local opposition.
The Company’s projects are subject to numerous statutory and regulatory standards relating to the use,
storage, and disposal of hazardous substances. The Company uses industrial lubricants and other
substances in its projects, which are or could be classified as hazardous substances. If any of the
Company’s projects is found to have released any hazardous substances into the environment, the
Company could become liable to investigation and removal of those substances, regardless of their source
and time of release. The cost of any remediation activities in connection with a spill or other release of
such substances could be significant.
Safety, health, and environmental laws and regulations in the Philippines have become more stringent,
and it is expected that this trend will continue. The adoption of new laws and regulations on safety,
health, and environment, new interpretations of existing laws, increased governmental enforcement of
environmental laws, or other developments in the future may require additional capital expenditures or
the need for additional operating expenses in order to comply with such laws and to maintain current
operations.

The Company may be adversely affected by changes in the legal and regulatory environment affecting
its projects.
The Company and its projects are subject to significant regulation, including the EPIRA, and therefore are
also subject to changes in regulations, or in their interpretations. Energy regulation is currently, and may
continue to be, subject to challenges, modifications, the imposition of additional requirements, and
restructuring proposals. The Company may not be able to obtain or maintain all regulatory approvals that
may be required in the future, or secure any necessary modifications to existing regulatory approvals. In
addition, the cost of operation and maintenance and the operating performance of steamfields and
geothermal power plants may be adversely affected by changes in certain laws and regulations and the
manner in which certain laws and regulations are implemented. Any such changes could change aspects
of the Company’s operations or increase the Company’s compliance expenses which could materially and
adversely affect the Company’s business, financial condition and results of operations.
In recent years, the Government has sought to implement measures designed to establish a competitive
energy market. These measures include the successful privatization of power generation facilities and
grant of a concession to manage, operate and maintain the transmission and subtransmission assets of
TransCo, as well as the establishment of a wholesale spot market for electricity. The move towards a
more competitive electricity industry could result in the emergence of new and numerous competitors.
These competitors may have greater financial resources, and have more extensive operational experience
and other capabilities than the Company, giving them the ability to respond to operational, technological,
financial and other challenges more quickly than the Company.
Likewise, under the RE Law and its implementing rules, in relation to a reduced income tax rate from
30% to 10% for Renewable Energy developers, there is a provision for a possible pass-on of savings in
the form of lower power rates under such mechanism as may be determined by the DOE in coordination
with the Renewable Energy developers. Such determination may include the applicability of certain
exceptions to the pass-on savings provision. The results of such pass-on savings mechanism, if ruled
unfavorable against the Company, may have a material and adverse impact on the Company’s business
and financial condition.
The Company faces increased competition in the power industry, including competition resulting from
legislative, regulatory and industry restructuring efforts. (please refer to discussions under Part I –
Business “Competition”)
The Company has relied and will continue to rely significantly on, and faces substantial competition
for, the services of its experienced, skilled and specially-trained technical personnel.
The Company has relied, and will continue to rely, on a large number of specially-trained technical
personnel with highly specialized skills and abilities for its geothermal steamfield and power generating
activities. The Company has experienced significant problems with hiring and retaining skilled personnel,
and will continue to face increased competition for its retained employees from other geothermal energy
producers and similar business sectors, especially where wages and benefits are much higher and better
than those paid by the Company. Additionally, because the Company is one of the leading geothermal
energy producers worldwide, the Company’s technical employees form a pool of some of the most highly
experienced and skilled professionals in the industry, which makes them very attractive to other
companies. If the Company is unable to retain a sufficient number of its qualified personnel or if the
Company is unable to attract new employees with the skills required for its technical operations, the
Company’s business operations could be adversely affected. A general shortage of qualified personnel
and the higher compensation offered by international firms in the Company’s industry may also require
the Company to raise employee salaries and benefits which could negatively impact the Company’s
profitability and operations.

The Company may experience fluctuations in the cost of materials that may materially and adversely
affect its business, financial condition, future results and cash flow.
The Company’s operations are dependent on the supply of various materials, including pipes, and various
industrial equipment components. The Company obtains such materials and equipment at prevailing
market prices on an as-needed basis and does not have any long-term agreements with any of its
suppliers. Most of the Company’s supplies are imported and denominated in foreign currencies. In
addition, there may be a limited number of suppliers for certain items that the Company requires and as a
result, availability can be limited. Future cost increases and unavailability of necessary materials and
equipment could adversely affect the Company’s results of operations.
The Company’s ability to increase revenue from NPC and other power offtakers requires that existing
transmission infrastructure be free of bottlenecks and be of sufficient capacity to readily transmit the
generating capacity of the Company’s existing and future geothermal power projects.
Currently, the electricity transmission infrastructure in the Philippines continues to experience constraints
on the amount of electricity that can be wheeled from power plants to key load centers in specific areas in
the different island grids. The lack of improvements in transmission infrastructure has been caused by
delays in the implementation of projects to be undertaken by NGCP, the privatized transmission company
responsible for maintaining and ensuring the sufficiency of the power transmission infrastructure in the
Philippines. If these transmission constraints remain unresolved, the ability of NPC or any other power
offtaker to request dispatch from any of the Company’s power generation facilities to the country’s load
centers will be adversely affected. In turn, this could adversely affect the growth of the Company’s
revenue from the sale of electricity.
In addition, the electricity generated by the Company’s plants on Leyte island is transmitted over a
submarine cable that does not have the capacity to dispatch all of the electricity that the plants are capable
of producing. As a result, the Company does not operate these plants at their full load factor. The reduced
load factor negatively affects the efficiency of the plants and results in excess condensation in the plants’
turbines, reducing the useful life of the turbines. The Company cannot predict when the applicable
submarine cable will be upgraded to the extent necessary to permit it to dispatch electricity from these
plants at the plants’ full capacity.
The Company may face labor disruptions that may interfere with its operations.
The Company is exposed to the risk of strikes and other industrial actions. As of December 31, 2011, the
Parent Company employed a total of 2,202 full-time employees. There are 13 labor unions within the
Parent Company, each representing a specific collective bargaining unit allowed for by law (pls. refer to
discussions under Part I – Business “Employees and Labor Relations”). There can be no assurance that
other employees will not unionize or that strikes, work stoppages or other industrial actions will not occur
in the future. Any such event could disrupt operations, possibly for a significant period of time, result in
increased wages and other benefits and otherwise have a material adverse effect on the Company’s
business, financial condition or results of operation.
The Company is exposed to the risk of foreign currency fluctuations.
Almost all of the Company’s revenues are denominated in Pesos, although partially indexed to U.S.
Dollars, while a portion of its long-term liabilities, including the Notes, and some of the Company’s
expenses are denominated in foreign currencies. This exposes the Company to foreign exchange risk,
mainly from future payments of foreign loans and other commercial transactions. An adverse change in
exchange rates can reduce the Company’s ability to service its debt and other obligations, and may
increase the Company’s expenses, thereby adversely affecting the Company’s cash flows and net income.

The Company cannot predict the amounts it will have to pay for expropriated land.
The Company’s service agreements with the Government require the Government to make available to
EDC lands necessary for its geothermal operations and, as a private entity, the Company has no power to
expropriate land. In instances where the Company seeks to acquire ownership over certain parcels of land
for use in its projects but is unable to reach an agreement with a private landowner, it depends on PNOC
and the DOE (which are able to expropriate land) to expropriate land for the Company’s projects, using
funds sourced from the Company. Thereafter, titles to these expropriated lands are generally transferred to
the Company.
Under Philippine law, any party who has land expropriated by the Government is entitled to be paid the
fair market value for the land expropriated. Any land which is expropriated by PNOC or the DOE on the
Company’s behalf must be paid for by the Company at its fair market value, or for just compensation, as
ultimately determined by a court of law. Just compensation is affected by factors such as the amount of
consequential damage to the remaining property if the whole property is not expropriated; consequential
benefit of the expropriation to the private landowner; and interest in case of delay in payment of just
compensation.
The Company may be unable to refinance its outstanding debt and any future financing the Company
receives may be less favorable than current financing arrangements.
The Company has issued corporate and retail notes and has multiple loan agreements with local and
foreign banks. The Company’s continued access to debt financing is subject to a number of factors which
are outside of the Company’s control. For example, political instability, an economic downturn, social
unrest, changes in the Philippine regulatory environment or the bankruptcy of an unrelated power
generation company could increase the Company’s cost of borrowing or restrict the Company’s ability to
obtain debt financing. Market conditions and other factors (such as the absence of a Government
guarantee) may not permit future projects with loan terms similar to those that the Company has
previously received. If the Company is not able to refinance its outstanding debt at maturity, it may have
to undertake alternative financing plans, such as:
•
•
•
•

selling power plants or other assets;
seeking to raise additional equity;
restructuring its debts; or
reducing or delaying capital investments.

The undertaking of any of these alternative financing plans could have a materially adverse effect on the
Company’s financial condition and results of operations. In addition, if the Company is unable to obtain
financing for its future projects on a favorable basis, it may have a significant effect on its growth plans,
financial condition and results of operations.
The Company may not be able to obtain or maintain adequate insurance.
Although the Company maintains insurance against many of its operating hazards, including business
interruption, third-party liability, seismic disturbance and terrorism insurance, the Company cannot and
does not insure against all of them with third-party insurers. In particular, the Company self-insures its
drilling rigs and its motor vehicles. For those items for which the Company has third party insurance, the
insurance proceeds received under these policies may not adequately cover all liabilities that may be
incurred or any direct or indirect costs and losses that may be suffered, including liabilities to and losses
claimed by third parties. If any of the geothermal operations or power plants suffers a large uninsured loss
or any insured loss significantly exceeds available insurance coverage, the Company’s business, financial
condition and results of operations may be adversely affected.
In addition, the insurance coverage for the geothermal facilities and power plants is subject to annual
renewal. Numerous factors outside the Company’s control can affect market conditions for insurance,

which in turn can affect the availability of insurance coverage as well as premium levels for the
Company’s policies. The Company’s insurance coverage is also subject to certain exclusions, limitations
and deductibles. If the availability of insurance coverage is reduced significantly, the Company may
become exposed to certain risks for which it is not and/or cannot be insured. Also, if premium levels for
the insurance coverage required for its facilities increase significantly, the Company could incur
substantially higher costs for such coverage or may decide to reduce the coverage amount, either of which
could have an adverse effect on its financial condition and results of operations.
The Company may not successfully implement its growth strategy.
The Company’s growth strategy is to develop additional geothermal power projects and other renewable
energy projects, such as wind farms, in both the Philippines and in international markets. This strategy
may require entering into strategic alliances and partnerships and substantial investments in new
geothermal steamfield and other renewable energy facilities. The Company’s success in implementing
this strategy will depend on, among other things, its ability to identify and assess potential partners,
investments and acquisitions, successfully finance, close and integrate such investments and acquisitions,
control costs and maintain sufficient operational and financial controls.
The Company’s geothermal steam and electricity production in the Philippines is the Company’s only
significant revenue generating business. The key challenges the Company faces to its growth strategy
include:
•

its ability to attract and retain third party customers for its services and products;

•

its ability to develop a positive reputation for offering projects and services in new markets;

•

a lack of expertise in renewable energy projects other than geothermal projects;

•

its ability to attract and retain the personnel necessary to implement its growth strategy;

•

competition from companies offering similar services in the markets that the Company plans to
enter and for which entry is dependent, in part, on the number, size, operating history, geographic
scope, expertise, reputation and financial resources of those competitors; and

•

its ability to identify and assess potential partners, investments and joint ventures; successfully
receive approval from relevant government authorities; finance, close and integrate such
investments; and maintain sufficient operational and financial controls.

This growth strategy could place significant demands on the Company’s management and other
resources. The Company’s future growth may be adversely affected if it is unable to make these
investments or form these partnerships, or if these investments and partnerships prove unsuccessful.
If general economic and regulatory conditions or market and competitive conditions change, or if
operations do not generate sufficient funds or other unexpected events occur, the Company may decide to
delay, modify or forego some aspects of its growth strategies, and its future growth prospects could be
adversely affected.
The Company’s intellectual property rights may not be adequate to protect its business.
In the past, the Company has not generally filed patent applications or attempted to protect its intellectual
property. Additionally, the Company has not included non-disclosure provisions in agreements with
employees and others having access to confidential information. The lack of any measures to adequately
protect the Company from disclosure or misappropriation of its proprietary information could allow
others to gain access to valuable, proprietary information which could have a negative effect on the
Company’s business.

Also, the Company’s competitors or other parties may assert that certain aspects of the Company’s
business or technology may be covered by patents held by them. Infringement or other intellectual
property claims, regardless of merit or ultimate outcome, can be expensive and time-consuming and can
divert management’s attention from the Company’s core business.
Failure to obtain financing or the inability to obtain financing on reasonable terms could affect the
execution of the Company’s growth strategies.
The Company’s growth and expansion plans depend on the Company making strategic investments in
new projects and acquisitions that are expected to be funded through a combination of internally
generated funds and external fund raising activities, including debt and equity financing. The Company’s
ability to raise additional equity financing from non-Philippine investors is subject to foreign ownership
restrictions imposed by the Philippine Constitution and applicable laws.
The Company’s continued access to debt financing as a source of funding for new projects and
acquisitions and for refinancing maturing debt is subject to many factors, many of which are outside of
the Company’s control. For example, political instability, an economic downturn, social unrest, changes
in the Philippine regulatory environment or the bankruptcy of an unrelated power generation company
could increase the Company’s cost of borrowing or restrict the Company’s ability to obtain debt
financing. The Company cannot guarantee that it will be able to arrange financing on acceptable terms, if
at all. The inability of the Company to obtain debt financing from banks and other financial institutions
would adversely affect its ability to execute its growth strategies. In addition, any future debt incurred by
the Company may:
•

increase the Company’s vulnerability to general adverse economic and industry conditions;

•

restrict the Company’s ability to incur additional capital expenditures and other general corporate
expenses;

•

require the Company to dedicate a substantial portion of its cash flow to service debt payments;

•

limit the Company’s flexibility to react to changes in the power generation business and the
power industry;

•

restrict the Company’s ability to declare dividends;

•

place the Company at a competitive disadvantage in relation to competitors that have less debt;

•

require the Company to agree to additional financial covenants; and

•

limit, along with other restrictive covenants, the Company’s ability to borrow additional funds
and to operate its business.

The Company has and will likely continue to rely significantly on the services of members of its senior
management team, and the departure of any of these persons could adversely affect its business.
Members of the Company’s senior management team who are also employees of other companies in the
Lopez Group may have a conflict of interest. The Company has and will likely continue to rely
significantly on the continued individual and collective contributions of its senior management team. A
number of its top management personnel, including the President and Chief Operating Officer, Chief
Financial Officer, and the head of Business Development, have been seconded from one of the
Company’s shareholders, First Gen, and may be asked to return to their original employer upon 30 days’
written notice. The loss of the services of any member of the Company’s senior management or the
inability to hire and retain experienced management personnel could have a material adverse effect on its
business and results of operations. There can be no assurance that First Gen will not influence the actions
and decisions of these members of senior management in order to place the interests of First Gen above
the interests of the Company and its other shareholders.

