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AUDIT COMMITTEE CHARTER

INTRODUCTION

This charter sets out the roles, responsibilities, and authority of the Audit Committee
(Committee) of Phoenix Petroleum Philippines, Inc. (Corporation). It includes the
purpose, authority, and responsibilities that guide the function of the Committee, as
approved by the Board of Directors (Board), pursuant to the Corporation’s Revised
Corporate Governance Manual, approved on 28th January 2011 by the Board and
became effective on 1st April 2011.

PURPOSE

The primary purpose of the Committee is to assist the Board in fulfilling its oversight
responsibilities to shareholders with respect to:

e The Corporation’s management of financial risks that affect financial reporting
and the integrity of any public or governmental and or regulatory bodies'
announcement regarding financial performance prior to its release.

e The adequacy, effectiveness, and efficiency of the Corporation’s system of
internal control, including the design and implementation of such systems by
management to ensure both risk mitigation and operational performance.

e The integrity of the Internal Audit Department's audit process, independence,
and proficiency.

e The external auditor's audit process, qualifications, and independence, and

e The Corporation’s processes for ensuring compliance with applicable laws,
regulations, and the established Code of Conduct.

AUTHORITY

The Committee is vested with the authority to conduct or authorize investigations into
any matters within its scope of responsibility. To discharge these duties effectively, the
Committee shall have unrestricted access to internal and external auditors, as well as to
all relevant information, including records, property, and employees of the Corporation.

It shall also be provided with adequate resources to fulfill its responsibilities. In
particular, the Committee is empowered to:

e Appoint, compensate, and oversee the work of any registered public accounting
firm employed by the organization.

e Resolve any disagreements between management and the auditor regarding
financial reporting.

e Pre-approve all auditing and non-audit services.
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e Retain independent counsel, accountants, or others to advise the Committee or
assist in the conduct of an investigation.

e Seek any information it requires from employees, all of whom are directed to
cooperate with the Committee's requests or external parties.

e Meet with corporation officers, internal auditors, external auditors, or outside
counsel as necessary.

COMMITTEE STRUCTURE

Each year, the Board of Directors shall appoint at least three (3) members of the Audit
Committee from a slate of qualified candidates recommended by the Nominations
Committee. In accordance with the Corporation’s Articles of Incorporation and By-Laws,
the Committee shall be composed of no fewer than three (3) members of the Board.
Preference shall be given to individuals with backgrounds in accounting and finance. At
least one member must be an independent director, and another must possess relevant
audit experience or demonstrate sufficient understanding of the Corporation’s financial
management systems and operating environment.

The Chair of the Audit Committee shall be an independent director.
4.1. Termination of Membership

The Board of Directors may, upon the recommendation of the Audit Committee,
terminate the membership of any individual serving on the Committee.

4.2 Succession Planning and Development
hairperson:

The Board shall maintain a proactive succession plan for the Chairperson and all the
Committee members.

e Interim Leadership: In the event of a Chairperson’s resignation, the
Vice-Chairperson or next senior officer shall immediately assume interim
responsibilities.

e Transition Period: Within 30 to 45 working days, the committee shall nominate
and evaluate successors based on leadership experience and strategic alignment.

e Knowledge Transfer: The outgoing Chairperson shall provide a transition report
detailing the ongoing initiatives and key stakeholder relationships to ensure a
seamless transition.

Members:

e If a member resigns, the Board shall activate the Candidate Pool to identify a
replacement with a similar skill set within 45 to 60 working days.
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e The Board shall manage the appointment dates to avoid simultaneous retirement
of multiple members.

e Departing members are encouraged to conduct a briefing or transition report for
their successor to ensure continuity oversight.

Member i

Succession planning shall be a core criterion in the appointment of all independent
directors to ensure a continuous pipeline of future Committee leaders. All newly
appointed members and incoming Chairpersons shall undergo a formal orientation and
receive structured support to integrate effectively into their roles.

COMMITTEE PROCEDURES
5.1. Meetings and Proceedings

e The Committee shall meet at least four (4) times annually, with the authority to
convene additional meetings as circumstances require. Special meetings may be
called by the Chairperson or upon the request of any two (2) members.

e Members are expected to attend all meetings. Participation may occur in person
or via contemporaneous electronic communication (e.g., video or
teleconferencing), and such participation shall constitute presence in person for
all purposes, including quorum.

e A simple majority of the total Committee membership shall constitute a quorum.
The Committee shall act only by the affirmative vote of a majority of the
members present at a meeting where a quorum is established.

e In the absence of the Chairperson at any meeting where a quorum is present,
the members in attendance shall elect a member from among themselves to
preside over the meeting as the Acting Chairperson.

e The Committee may invite management, auditors, or external counsel to attend
and provide pertinent information. However, the Committee must hold private
executive sessions with the internal and external auditors, independent of
management, at least once annually.

e Meeting agendas and supporting briefing materials shall be distributed to
members in sufficient advance of each meeting to ensure adequate preparation.

5.2. Escalation and Reporting

All recommendations or decisions requiring ratification or approval by the Board of
Directors shall be referred to the Board in a timely manner, or as otherwise deemed
necessary by the Committee to ensure prompt corporate action.

RESPONSIBILITIES

The Committee will carry out the following responsibilities:
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6.1. External Audit

e Recommend the appointment of an External Auditor duly accredited by the
Securities and Exchange Commission (SEC).

e Review the proposed audit scope and approach of the External Auditor, including
coordination of audit efforts with the Internal Audit.

e Assess and monitor the independence, professional qualifications, integrity, and
competence of the External Auditor.

e Evaluate the performance of the external auditors and exercise final authority on
their appointment or discharge.

e Confirm the independence of the external auditors by obtaining formal
statements of independence, detailing all relationships between the auditors and
the Corporation, including the provision of non-audit services, and by discussing
such relationships directly with the auditors.

e Review with management and the external auditors the results of the audit,
including any significant difficulties encountered.

e Assess significant accounting and reporting issues, including complex or unusual
transactions, highly judgmental areas, and recent professional or regulatory
pronouncements, and determine their impact on the Corporation’s financial
statements.

e Ensure compliance with auditor rotation requirements, such that the
Corporation’s External Auditor shall be rotated, or the lead engagement partner
shall be changed, at least every five (5) years or earlier, in accordance with
applicable regulations and industry best practices.

6.2. Internal Audit

e Review and approve the Internal Audit Charter, including any subsequent
revisions.

e Concur with the President and Chief Executive Officer (CEQ) on decisions
regarding the appointment and removal of the Head of the Internal Audit.

e Ensure unrestricted access for Internal Auditors to all records, systems,
properties, and personnel necessary to perform their audit functions.

e Review and approve the annual internal audit plan to confirm its alignment with
the Corporation’s objectives. The plan shall include audit scope, resources, and
target schedule of implementation.

e Review reports issued by Internal Auditors and, where applicable, regulatory
agencies, ensuring that management takes timely and appropriate corrective
actions, particularly in addressing internal control and compliance issues.

e Assess the effectiveness of the Internal Audit function, including compliance with
The Institute of Internal Auditors’ International Professional Practices Framework,
which encompasses the Definition of Internal Auditing, the Code of Ethics, and
the Standards.

e Evaluate the performance of the Head of Internal Audit/ Internal Audit Manager.

e Meet separately and regularly with the Head of Internal Audit/ Internal Audit
Manager to discuss matters that either the Committee or Internal Audit believes
should be addressed privately.
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6.3. Management

e Provide oversight over management's activities in managing credit, market,
liquidity, operational, legal and other risks of the corporation. This function
includes regular receipt from management of information on risk exposures and
risk management activities.

e Review the quarterly, semi-annual and annual financial statements, before their
submission to the Board, with particular focus on the following matters:

- Any change/s in accounting and financial-related policies and practices;
- Major judgmental areas;

- Significant adjustments resulting from the audit;

- Going concern assumptions;

- Compliance with accounting standards;

- Compliance with tax, legal and regulatory requirements.

e Report to the shareholders, describing the Committee's composition,
responsibilities and how they were discharged, and any other information
required by rule, including approval of non-audit services.

6.4. Others

e Perform other activities related to this charter as requested by the Board.
e Regularly report to the Board about committee activities, issues and related
recommendations.
e Review and assess the adequacy of this charter annually, and ensure appropriate
disclosure as may be required by law or regulation.
e Review any other reports of the company issues that relate to Committee
responsibilities.
- Confirm annually that all responsibilities outlined in this charter have been
carried out.
- Evaluate the Committee's and individual members' performance on a regular
annual basis.

FUNCTIONAL AND SECRETARIAT SUPPORT

The Internal Audit Department shall support the Audit Committee in the rendition of its
functions, specifically in the following matters:

7.1 Internal Audit provides all the secretariat support to the Committee and must keep
the following records:

appointments and resignations of the Members;

all agenda and other documents sent to the Members;
attendance of members to the meetings; and

minutes of proceedings and meetings of the Committee.

7.2 The Head of Internal Audit/ Internal Audit Manager attends all the Committee
meetings and is primarily responsible for recording the minutes of the meetings.
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7.3 Internal Audit keeps all minutes of the meetings and makes these available for
Inspection by any member of the Audit Committee or the Board of Directors, as

and when requested.

7.4 Internal Audit reviews all papers for the submission to the Committee, including
any proposals from the management before these are submitted to the Committee
for approval. If there are unresolved differences in the opinion on any proposal
between the proponent and Internal Audit, these are to be highlighted to the
Committee for the consideration and decision.

VIII. DOCUMENTATION, APPROVAL, AND DATE OF EFFECTIVITY

This Charter was reviewed and endorsed by the members of the Audit Committee during its
quarterly meeting.

Rl o),

Chairperson Member

. Emmanuel A. de Dios Consuelo Ynares-Santiago
Member Memher

Nicasio 1. Alcantara
Member

This Charter takes effect immediately upon approval or tne Boara Or LIreCtors auring is
meeting.

Preparco by’ Internal Audit Department

Aladin B, Humilde Russle R. Animas Archie Mark E. Maico
Internal Audit Manager Internal Audit Officer Internal Audit Officer



