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This Prospectus (the “Prospectus”) relates to the offer and sale to the public of 1,053,500,000 common shares
(the “Firm Shares”) with an Overallotment Option (as defined below) of up to 101,000,000 common shares (the
“Option Shares” and together with the Firm Shares, the “Offer Shares”), each with a par value of 1.00 per
common share, of Synergy Grid & Development Phils., Inc. (the “Issuer”, “SGP” or “Synergy”), a corporation
organized and existing under Philippine law. The Firm Shares comprise unissued Common Shares to be offered
and issued by the Issuer by way of primary offer (the “Primary Offer”). The Option Shares, if any, will be sold
by each of Mr. Henry T. Sy, Jr. and Mr. Robert G. Coyiuto, Jr. (together, the “Selling Shareholders” or the
“Principal Shareholders”). Mr. Henry T. Sy, Jr. will sell up to 53,000,000 existing Common Shares and Mr.
Robert G. Coyiuto, Jr. will sell up to 48,000,000 existing Common Shares. The offer of the Offer Shares is referred
to herein as the “Offer.”

SGP is a public company listed on The Philippine Stock Exchange, Inc. (the “PSE”) under the symbol “SGP”.

Synergy is a holding company and its sole operating asset, held through its direct and indirect shareholdings in
the Intermediate Holding Companies (as defined below), is the National Grid Corporation of the Philippines
(“NGCP”, the “Company”). As of the date of this Prospectus, SGP indirectly controls 60% of the outstanding
capital stock of NGCP through its subsidiaries, OneTaipan Holdings, Inc. (“OneTaipan”) and Pacifica2l
Holdings, Inc. (“Pacifica21”). In particular, OneTaipan indirectly holds an equity interest of 30% plus one share
in NGCP through its wholly-owned company, Monte Oro Grid Resources Corporation (“Monte Oro”) and
Pacifica21 indirectly holds an equity interest of 30% minus one share in NGCP through its wholly-owned
company, Calaca High Power Corporation (“Calaca”) (each of OneTaipan, Pacifica21, Monte Oro and Calaca,
are collectively referred to as the “Intermediate Holding Companies”, and together with NGCP, the
“Consolidated Subsidiaries”). The effective equity interest of SGP in NGCP, through OneTaipan and Pacifica21,
is 40.2%. “Description of the Issuer—History and Corporate Structure of SGP” on page 168.

NGCP is the sole and exclusive operator of the Philippines’ nationwide transmission network linking power
generators and distribution utilities to deliver electricity to end-users across Luzon, Visayas and Mindanao. NGCP
is a privately-owned corporation responsible for operating, maintaining and developing the power transmission
grid, an interconnected system of towers, substations, lines and other high voltage equipment (the “Grid”), that
transmits gigawatts of power from where it is produced to where it is consumed. As of June 30, 2021, NGCP’s
power transmission network had a total length of over 20,732 CKM, with 41,696 MVA substation capacity and
20,000 transmission towers operating in 67 provinces. NGCP’s transmission superhighway of high-voltage
transmission facilities range from 500kV, 230kV, 138kV, 115kV and 69kV lines interconnected through 145
substations.

On June 30, 2021, Synergy’s Board of Directors approved an amendment to Synergy’s Articles of Incorporation
to increase its authorized capital stock from £5,050,000,000 divided into 5,050,000,000 common shares to
P5,300,000,000 divided into 5,300,000,000 common shares, representing an increase of 250,000,000 comprising
250,000,000 common shares (the “Capital Increase”). On August 10, 2021, the stockholders of Synergy
approved the Capital Increase and on August 25, 2021, the Philippine Securities and Exchange Commission (the
“Philippine SEC”) approved the Capital Increase. As of the date of this Prospectus, the total issued and
outstanding capital stock of Synergy is 4,212,366,000 common shares (the “Common Shares”). See “Description
of the Shares” on page 266 of this Prospectus.

The Firm Shares will be issued out of Synergy’s unissued common shares, of which 900,134,000 common shares
are part of Synergy’s unissued authorized capital stock while the remaining 153,366,000 Offer Shares will be
issued from the Capital Increase. The Option Shares to be sold by Mr. Sy and Mr. Coyiuto comprise 62,500,000
common shares issued from the Capital Increase and 38,500,000 previously issued common shares. Upon
approval by the PSE, all the Offer Shares will be listed on the PSE.

The Offer Shares shall be offered at a price of £12.00 per Common Share (the “Offer Price”). The determination
of the Offer Price is described on page 82 of this Prospectus and was based on a book-building process and



discussion among the Issuer, Standard Chartered Bank and Philippine Commercial Capital, Inc. (“PCCI”) as joint
financial advisors (the “Joint Financial Advisors”), Merrill Lynch (Singapore) Pte. Ltd. (“BofA Securities”) and
UBS AG Singapore Branch (“UBS”) as the joint global coordinators and joint bookrunners (the “Joint Global
Coordinators and Joint Bookrunners™), BDO Capital & Investment Corporation (“BDO Capital”) as the sole
domestic coordinator (the “Sole Domestic Coordinator”), and BDO Capital, BPI Capital Corporation (“BPI
Capital”) and PNB Capital and Investment Corporation (“PNB Capital”) as the joint domestic lead underwriters
and joint bookrunners (the “Joint Domestic Lead Underwriters and Joint Bookrunners™).

Pursuant to the letter approval of the Philippine SEC dated October 20, 2021, each of the Selling Shareholders
has appointed UBS AG Singapore Branch and its relevant affiliates to act as the stabilizing agent (the “Stabilizing
Agent”). The Stabilizing Agent has an option exercisable in whole or in part for a period beginning on or after
the initial listing of the Offer Shares on the PSE (the “Listing Date™) and, if exercised, ending on a date no later
than 30 calendar days from and including the Listing Date (the “Stabilization Period”), to purchase the Option
Shares at the Offer Price from the Selling Shareholders, on the same terms and conditions as the Firm Shares as
set forth in this Prospectus (the “Overallotment Option”). In connection with the Offer, the Stabilizing Agent or
any person acting on its behalf may effect stabilizing transactions with a view to supporting the market price of
the Offer Shares at a level higher than that which might otherwise prevail for a limited period after the Listing
Date. Any stabilization activities may begin on or after the Listing Date and, if begun, may be ended at any time,
but must end no later than 30 calendar days from and including the Listing Date. Any stabilization activities shall
be done in compliance with all applicable laws, rules and regulations. The total number of common shares which
the Stabilizing Agent or any person acting in its behalf may purchase to undertake stabilization activities shall not
exceed 9.6% of the aggregate number of the Firm Shares. If the Stabilizing Agent commences any stabilization
activities (which would include thereafter disposing of or selling the common shares purchased), it may
discontinue them at any time. However, the Stabilizing Agent or any person acting on behalf of the Stabilizing
Agent has the sole discretion whether to undertake stabilization activities, and there is no assurance that the same
will be undertaken. There is also no assurance that the price of the common shares will not decline significantly
after any such stabilizing activities end. See “Plan of Distribution” on page 290 for more information.

The gross proceeds from the sale of the Firm Shares based on the final Offer Price of £12.00 will be approximately
P12,642.0 million (U.S.$260.4 million) and that the net proceeds from the sale of the Firm Shares, after deduction
of fees and expenses expected to be incurred, will be approximately £12,224.5 million (U.S.$251.8 million).
Synergy intends to use the net proceeds from the Firm Shares to subscribe to non-voting preferred shares to be
issued by NGCP, subject to applicable laws and regulations. NGCP will use the proceeds from the issuance of the
non-voting preferred shares to fund capital expenditure requirements and related cost and expenses, subject to
compliance with the legislative franchise of NGCP under Republic Act No. 9511 (the “Franchise”) and certain
requirements under applicable law and agreements. See “Use of Proceeds” on page 70 for further details.
Assuming full exercise of the Overallotment Option, the gross proceeds and estimated net proceeds (at the Offer
Price of £12.00 and after deducting fees and expenses payable by the Selling Shareholders) to be raised by the
Selling Shareholders from the sale of the Option Shares will be approximately £1,212.0 million (U.S.$25.0
million) and P1,174.8 million (U.S.$24.2 million), respectively. The Issuer will not receive any proceeds from the
sale of the Option Shares by the Selling Shareholders.

The Joint Global Coordinators and Joint Bookrunners and the Joint Domestic Lead Underwriters and Joint
Bookrunners will underwrite, on a firm commitment basis, the Firm Shares, to the extent of their respective
underwriting commitments set out under the section “Plan of Distribution” in this Prospectus. The Joint Global
Coordinators and Joint Bookrunners and the Joint Domestic Lead Underwriters and Joint Bookrunners will receive
an underwriting fee equivalent to 1.00% of the gross proceeds from the sale of the Offer Shares. The underwriting
fee does not include the commissions and fees to be paid to the duly licensed securities brokers who are trading
participants of the PSE (“PSE Trading Participants”) as selling agents (“Selling Agents™). The PSE Trading
Participants shall be entitled to a selling fee of 1.0% inclusive of VAT of the Trading Participants Offer Shares
taken up and purchased by the relevant PSE Trading Participant. The fee to be paid to the Joint Financial Advisors
is 115.0 million. See “Plan of Distribution” on page 290 for further information on the distribution of the Firm
Shares and the underwriting commitment and see “Use of Proceeds” on page 70 for further details on the
underwriting fee and PSE Trading Participants fee.

263,375,000 Firm Shares (or 25% of the Firm Shares) (the “Trading Participants and Retail Offer Shares”)
are being offered in the Philippines through the PSE Trading Participants (the “Trading Participants Offer”)
and to local small investors (“LSIs”) under the Local Small Investors Program (the “Trading Participants and
Retail Offer”). The number of Offer Shares to be made available to the PSE Trading Participants and LSIs will
be 210,700,000 Firm Shares (or about 20% of the Firm Shares) (the “Trading Participants Offer Shares™) and



52,675,000 Firm Shares (or 5% of the Firm Shares) (the “Retail Offer Shares”), respectively, subject to re-
allocation as described below.

790,125,000, or about 75% of the Firm Shares (the “Institutional Offer Shares™), are (subject to re-allocation as
described below) being offered for sale (i) outside the United States by the Joint Global Coordinators and Joint
Bookrunners in offshore transactions in reliance on Regulation S of the U.S. Securities Act, and (ii) to certain
qualified buyers and other investors in the Philippines, by the Joint Domestic Lead Underwriters and Joint
Bookrunners (the “Institutional Offer”). The allocation of the Offer Shares between the Trading Participants and
Retail Offer and the Institutional Offer is subject to adjustment as agreed between the Issuer, the Joint Financial
Advisors, the Joint Global Coordinators and Joint Bookrunners and the Joint Domestic Lead Underwriters and
Joint Bookrunners. In the event of an under-application in the Institutional Offer and a corresponding over-
application in the Trading Participants and Retail Offer, Firm Shares in the Institutional Offer may be reallocated
to the Trading Participants and Retail Offer. If there is an under-application in the Trading Participants and Retail
Offer and if there is a corresponding over-application in the Institutional Offer, Firm Shares in the Trading
Participants and Retail Offer may be reallocated to the Institutional Offer. The reallocation shall not apply in the
event of over-application or under-application in both the Trading Participants and Retail Offer, on the one hand,
and the Institutional Offer, on the other hand.

Upon completion of the Offer, a total of 5,265,866,000 common shares will be issued and outstanding, with the
Firm Shares representing 20.01% of the Issuer’s issued and outstanding capital stock and, assuming full exercise
of the Overallotment Option, the Offer Shares will represent 21.92% of the Issuer’s issued and outstanding capital
stock. See “Dilution” for a summary of shareholdings before and after the completion of the Offer beginning on
page 84. Upon completion of the Offer and assuming full exercise of the Overallotment Option, 22.12% (inclusive
of 0.20% held by other public shareholders existing before this Offer) of Synergy’s issued and outstanding capital
stock will be held by the public and 77.88% will be held by the Principal Shareholders. If the Overallotment
Option is not exercised, 20.21% of Synergy’s issued and outstanding capital stock will be held by the public and
79.79% will be held by the Principal Shareholders.

All of the Offer Shares have identical rights and privileges to the Issuer’s issued and outstanding common shares.
For a detailed discussion of the rights and features of the Common Shares, see “Description of the Shares” on
page 266. The Board is authorized to declare dividends on the Common Shares. Dividends may be payable
primarily in cash. However, the Board of Directors, in its discretion, may decide to declare dividends to be payable
in property or shares, provided that any stock dividend declaration requires the approval of shareholders holding
at least two-thirds of the Issuer’s total outstanding capital stock. The declaration of dividends is subject to the
requirements of applicable laws and regulations, and circumstances which restrict the payment of dividends. For
further discussion, see “Dividends and Dividend Policy” beginning on page 75 of this Prospectus.

The Issuer filed a Registration Statement with the Philippine SEC on August 13, 2021 in accordance with the
provisions of the Securities Regulation Code of the Philippines (Republic Act No. 8799, the “SRC”) for the
registration of the Offer Shares. On October 7, 2021, the Philippine SEC issued a Pre-Effective Letter. Upon
compliance with the requirements of the Pre-Effective Letter, it is expected that the Philippine SEC will issue the
Order of Registration of Securities and Certificate of Permit to Offer Securities for Sale on or about October 25,
2021.

The listing of the Offer Shares is subject to the approval of the PSE. Synergy submitted an application on August
13, 2021 to the PSE for the additional listing of the Offer Shares and the Common Shares issued from the Share
Swap. See “Related Party Transaction — Share Swap Transaction” on page 263. The PSE issued its Notice of
Approval in a letter dated October 14, 2021 approving the listing application, subject to compliance with certain
conditions. The PSE’s approval of the listing is merely permissive and does not constitute a recommendation or
endorsement of the Offer by the PSE or the Philippine SEC.

The PSE assumes no responsibility for the correctness of any of the statements made or opinions expressed in this
Prospectus. Furthermore, the PSE makes no representation as to the completeness and expressly disclaims any
liability whatsoever for any loss arising from, or in reliance upon, the whole or any part of the contents of this
Prospectus.

Synergy has exercised diligence to the effect that, and confirms that, after having taken reasonable care to ensure
that such is the case, as of the date of this Prospectus, the information contained in this Prospectus relating to
Synergy and to the Company and operations is true and there is no material misstatement or omission of fact
which would make any statement in this Prospectus misleading in any material respect and Synergy hereby accepts



responsibility under and in accordance with the SRC for the accuracy of the material information contained in this
Prospectus relating to the Issuer, the Company and its operations.

The purchase of the Offer Shares in certain jurisdictions may be restricted by law. Foreign investors interested in
purchasing the Offer Shares should inform themselves of the applicable legal requirements under the laws and
regulations of the countries of their nationality, residence or domicile, and as to any relevant tax or foreign
exchange control laws and regulations affecting them personally. Foreign investors, both corporate and individual,
warrant that their purchase of the Offer Shares will not violate the laws of their jurisdiction and that they are
allowed to acquire, purchase, and hold the Offer Shares.

The Offer Shares may be purchased and owned by any person or entity regardless of citizenship or nationality,
subject to the nationality limits and ownership limits under Philippine law and cross-ownership restrictions under
the Franchise. The Philippine Constitution and related statutes set forth restrictions on foreign ownership for
companies engaged in certain activities. SGP is the indirect controlling shareholder of NGCP, which operates as
a public utility and owns certain real estate, and as such, is subject to certain foreign ownership limitations under
the Philippine Constitution and other laws. Accordingly, foreign equity in SGP shall not exceed 40.0% of SGP’s
(a) total number of outstanding shares of stock entitled to vote in the election of directors, and (b) the number of
outstanding shares of stock, whether or not entitled to vote in the election of directors, after completion of the
Offer and in compliance with applicable laws. As of the date of this Prospectus, only 0.04% of SGP’s total
outstanding capital stock is not held by Philippine Nationals. For further discussion, please refer to the section on
“Regulatory and Environmental Matters—Foreign Investments and Laws and Regulations Relating to
Restrictions on Foreign Equity” on page 242.

For as long as Synergy is listed on the PSE and owns or controls NGCP, ownership of shares in Synergy is subject
to the following restrictions: (i) a Power Industry Player (as defined herein) or its stockholders, directors or
officers, or any of their relatives within the fourth civil degree of consanguinity (except if such relative, whether
by blood or marriage, has no employment, consultancy, fiduciary, contractual, commercial or other economic
relationship or interest in such Power Industry Player) and their respective spouses, shall not be allowed to own
more than 1% of the total outstanding shares of Synergy, provided, however, that a stockholder of a PSE-listed
Power Industry Player owning not more than 1% of the total outstanding shares of the same Power Industry Player
shall not be subject to the foregoing restriction; and (ii) a stockholder of Synergy shall not own more than 1% of
the shares of stock or equity interest in any Power Industry Player. Any issuance or transfer of shares of Synergy
in violation of the foregoing restrictions shall be void. No shares of stock issued or acquired in violation of these
restrictions shall be recorded or allowed to remain recorded in the books of Synergy, or allowed to vote or be
entitled to representation at any stockholders’ meeting of Synergy, nor shall the holder of such shares be entitled
to any of the rights of a stockholder of Synergy, including the right to dividends, during the existence of such
violation. An investor purchasing the Offer Shares represents and warrants that it is compliant with the Cross-
Ownership Rule under the Franchise and SGP’s Articles of Incorporation. See “Summary of the Offer—
Restrictions on Ownership” on page 25, “Plan of Distribution—Selling Restrictions—Cross-Ownership
Restrictions” on page 295, and “Regulatory and Environmental Matters—Franchise of NGCP” on page 222.

Synergy reserves the right to withdraw the offer and sale of the Offer Shares at any time. In consultation with
Synergy, the Joint Financial Advisors, the Joint Global Coordinators and Joint Bookrunners and the Joint
Domestic Lead Underwriters and Joint Bookrunners reserve the right to reject any commitment to subscribe for
the Offer Shares in whole or in part and to allot to any prospective purchaser less than the full amount of the Offer
Shares sought by such purchaser. If the Offer is withdrawn or discontinued, SGP shall make the necessary
disclosures to the Philippine SEC and the PSE.

Risks of Investing

In making an investment decision, investors are advised to carefully consider all the information contained in this
Prospectus, including risks associated with an investment in the Offer Shares.

These risks include:

risks relating to the Issuer;

risks relating to NGCP and its operations;

risks relating to the Philippines;

risks relating to the Offer and the Offer Shares; and
risks relating to certain information in this Prospectus.



For a more detailed discussion on the risks in investing, see section on “Risk Factors” on page 39 of this
Prospectus, which, while not intended to be an exhaustive enumeration of all risks, must be considered in
connection with a purchase of the Offer Shares. The Offer Shares are offered solely on the basis of the information
contained and the representations made in the Prospectus.

Unless otherwise indicated, all information in this Prospectus is as of the date of this Prospectus. Neither the
delivery of this Prospectus nor any sale made hereunder shall, under any circumstance, create any implication that
the information contained herein is correct as of any date subsequent to the date hereof or that there has been no
change in the Group’s affairs since such date.






NOTICE TO INVESTORS

No representation or warranty, express or implied, is made by the Issuer, the Group, the Selling Shareholders, the
Joint Financial Advisors, the Joint Global Coordinators and Joint Bookrunners and the Joint Domestic Lead
Underwriters and Joint Bookrunners regarding the legality of an investment in the Offer Shares under any legal,
investment or similar laws or regulations. No representation or warranty, express or implied, is made by the Joint
Financial Advisors, the Joint Global Coordinators and Joint Bookrunners and the Joint Domestic Lead
Underwriters and Joint Bookrunners as to the accuracy or completeness of the information herein and nothing
contained in this Prospectus is, or shall be relied upon as, a promise or representation by the Issuer, the Group,
the Selling Shareholders, the Joint Financial Advisors, the Joint Global Coordinators and Joint Bookrunners and
the Joint Domestic Lead Underwriters and Joint Bookrunners. The contents of this Prospectus are not investment,
legal or tax advice. Prospective investors should consult their own counsel, accountant and other advisors as to
legal, tax, business, financial and related aspects of a purchase of the Offer Shares. In making any investment
decision regarding the Offer Shares, prospective investors must rely on their own examination of the Group and
the terms of the Offer, including the merits and risks involved. Any reproduction or distribution of this Prospectus,
in whole or in part, and any disclosure of its contents or use of any information herein for any purpose other than
considering an investment in the Offer Shares is prohibited. Each offeree of the Offer Shares, by accepting delivery
of this Prospectus, agrees to the foregoing.

THE OFFER SHARES ARE BEING OFFERED IN THE PHILIPPINES ON THE BASIS OF THIS
PROSPECTUS ONLY. ANY DECISION TO PURCHASE THE OFFER SHARES IN THE PHILIPPINES
MUST BE BASED ONLY ON THE INFORMATION CONTAINED HEREIN.

No person has been authorized to give any information or to make any representations other than those contained
in this Prospectus and, if given or made, such information or representations must not be relied upon as having
been authorized by the Issuer, the Group, the Selling Shareholders, the Joint Financial Advisors, the Joint Global
Coordinators and Joint Bookrunners and the Joint Domestic Lead Underwriters and Joint Bookrunners. This
Prospectus does not constitute an offer to sell or the solicitation of an offer to purchase any securities other than
the Offer Shares or an offer to sell or the solicitation of an offer to purchase such securities by any person in any
circumstances in which such offer or solicitation is unlawful. Neither the delivery of this Prospectus nor any sale
of the Offer Shares offered hereby shall, under any circumstances, create any implication that there has been no
change in the Group’s affairs since the date hereof or that the information contained herein is correct as of any
time subsequent to the date hereof.

The information contained in this Prospectus relating to the Group and its operations have been supplied by SGP
and NGCP, unless otherwise stated herein.

In accordance with the requirements of applicable laws and regulations in the Philippines for the sale of securities,
such as the Offer Shares, in the Philippines, the Joint Domestic Lead Underwriters and Joint Bookrunners and
SGP have exercised the required due diligence to the effect that, and the Joint Domestic Lead Underwriters and
Joint Bookrunners and SGP confirm that to the best of their knowledge and belief after having taken reasonable
care to ensure that such is the case, as of the date of this Prospectus, the information contained in this Prospectus
relating to the Group and its operations is true and there is no material misstatement or omission of fact which
would make any statement in this Prospectus misleading in any material respect. Each person contemplating an
investment in the Offer Shares should make their own investigation and analysis of the creditworthiness of the
Group and their own determination of the suitability of any such investment.

The distribution of this Prospectus and the offer and sale of the Offer Shares in certain jurisdictions may be
restricted by law. The Issuer, the Company, the Joint Financial Advisors, the Joint Global Coordinators and Joint
Bookrunners and the Joint Domestic Lead Underwriters and Joint Bookrunners require persons into whose
possession this Prospectus comes to inform themselves about and to observe any such restrictions. This Prospectus
does not constitute an offer of, or an invitation to purchase, any of the Offer Shares in any jurisdiction in which
such offer or invitation would be unlawful. Each prospective purchaser of the Offer Shares must comply with all
applicable laws and regulations in force in any jurisdiction in which it purchases, offers, sells or resells the Offer
Shares or possesses and distributes this Prospectus and must obtain any consents, approvals or permissions
required for the purchase, offer, sale or resale by it of the Offer Shares under the laws, rules and regulations in
force in any jurisdiction to which it is subject or in which it makes such purchases, offers, sales or resales, and
none of the Issuer, the Company, the Selling Shareholders, the Joint Financial Advisors, the Joint Global
Coordinators and Joint Bookrunners and the Joint Domestic Lead Underwriters and Joint Bookrunners shall have
any responsibility therefor.

Vii



In connection with the Offer, the Stabilizing Agent or any person acting on its behalf may over-allot Offer Shares
or effect transactions with a view to supporting the market price of the Offer Shares at a level higher than that
which might otherwise prevail for a limited period after the Listing Date. Any stabilization activities may begin
on or after the Listing Date and, if begun, may be ended at any time, but must end no later than 30 calendar days
from and including the Listing Date. Any stabilization activities shall be done in compliance with all applicable
laws, rules and regulations. The total number of Common Shares which the Stabilizing Agent or any person acting
in its behalf may purchase to undertake stabilization activities shall not exceed 9.6% of the aggregate number of
the Firm Shares. If the Stabilizing Agent commences any stabilization activities (which would include thereafter
disposing of or selling the Common Shares purchased), it may discontinue them at any time. However, the
Stabilizing Agent or any person acting on behalf of the Stabilizing Agent has the sole discretion whether to
undertake stabilization activities, and there is no assurance that the same will be undertaken. There is also no
assurance that the price of the Common Shares will not decline significantly after any such stabilizing activities
end.

The Offer Shares are offered subject to the receipt and acceptance of any order by the Issuer. The Issuer, in
consultation with the Joint Financial Advisors, the Joint Global Coordinators and Joint Bookrunners and Joint
Domestic Lead Underwriters and Joint Bookrunners, reserves the right to reject any commitment to subscribe for
the Offer Shares in whole or in part and to allot to any prospective purchaser less than the full amount of the Offer
Shares sought by such purchaser. If the Offer is withdrawn or discontinued, the Issuer shall subsequently notify
the Philippine SEC and the PSE. The Issuer, the Group, the Joint Financial Advisors, the Joint Global Coordinators
and Joint Bookrunners and the Joint Domestic Lead Underwriters and Joint Bookrunners and certain related
entities may acquire for their own account a portion of the Offer Shares. It is expected that the Offer Shares will
be delivered in book-entry form against payment thereof to the PDTC on or about November 10, 2021.

Each offeree of the Offer Shares, by accepting delivery of this Prospectus, agrees to the foregoing.
BASIS FOR CERTAIN MARKET DATA

Market data and certain industry data used throughout this Prospectus were obtained from market research,
publicly available information, industry publications and on the Group’s own analysis and knowledge of the
markets for its services. Industry publications generally state that the information contained therein has been
obtained from sources believed to be reliable, but that the accuracy and completeness of such information are not
guaranteed. Similarly, industry forecasts and market research, while believed to be reliable, have not been
independently verified, and none of the Issuer, the Group, the Selling Shareholders, the Joint Financial Advisors,
the Joint Global Coordinators and Joint Bookrunners and the Joint Domestic Lead Underwriters and Joint
Bookrunners makes any representation or warranty, express or implied, as to the accuracy or completeness of
such information. Information in this Prospectus, particularly with respect to the power transmission and power
industry in the Philippines, is from independent market research conducted by The Lantau Group (HK) Limited
(“Lantau) commissioned by the Group and Lantau and should not be relied upon in making, or refraining from
making, any investment decision.

The operating information used throughout this Prospectus has been calculated by the Company on the basis of
certain assumptions. As a result, this operating information may not be comparable to similar operating
information reported by other companies.

See the section entitled “Industry Overview” on page 123 of this Prospectus for information relating to the industry
in which the Group operates.

CONVENTIONS USED IN THIS PROSPECTUS

In this Prospectus, unless otherwise specified or the context otherwise requires, all references to the “Issuer,”
“SGP,” and “Synergy” are to Synergy Grid and Development Phils., Inc. on an unconsolidated basis and all
references to “NGCP,” and “the Company” are to National Grid Corporation of the Philippines. References to
the “Intermediate Holding Companies” are to OneTaipan Holdings, Inc. (“OneTaipan”), Pacifica21 Holdings,
Inc. (“Pacifica21”), Monte Oro Grid Resources Corporation (“Monte Oro”) and Calaca High Power Corporation
(“Calaca”) and references to the “Group” are to SGP, the Intermediate Holding Companies and NGCP (the
“Consolidated Subsidiaries™).

All references to the “BSP” are references to Bangko Sentral ng Pilipinas, the central bank of the Philippines. All

references to the “Government” are references to the government of the Republic of the Philippines. All
references to “United States” or “U.S.” are to the United States of America. All references to “Philippine Pesos”
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and “P” are to the lawful currency of the Philippines, and all references to “U.S. dollars” or “U.S.$” are to the
lawful currency of the United States.

Certain terms used herein are defined in the “Glossary” contained elsewhere in this Prospectus. The items
expressed in the Glossary may be defined otherwise by appropriate government agencies or regulations from time
to time, or by conventional or industry usage.

EXCHANGE RATE INFORMATION

This Prospectus contains translations of certain Peso amounts into U.S. dollar amounts at specified rates solely
for the convenience of the reader. These translations should not be construed as representations that the Philippine
Peso amounts represent such U.S. dollar amounts or could be, or could have been, converted into U.S. dollars at
the rates indicated or at all. Unless otherwise indicated, all translations from Philippine Pesos to U.S. dollars have
been made at a rate of U.S.$1.00 = P48.544, being the rate for the conversion of U.S. dollars with Pesos quoted
in the BSP Daily Reference Exchange Rate Bulletin on June 30, 2021. See “Exchange Rates” on page 81 of this
Prospectus for further information regarding the rates of exchange between the Philippine Peso and the U.S. dollar.

PRESENTATION OF FINANCIAL INFORMATION

This Prospectus includes the Group’s consolidated audited financial statements as of December 31, 2020 and 2019
and for the years ended December 31, 2020, 2019 and 2018 (the “2020 audited financial statements”), and as
of and for the years ended December 31, 2018 and 2017 (the “2018 audited financial statements™) and the
consolidated interim financial statements as of and for the six months ended June 30, 2021 and 2020 (the “2021
interim financial statements”). The Group’s financial statements are reported in Philippine Pesos and are
prepared based on the Group’s accounting policies, which are in accordance with the Philippine Financial
Reporting Standards (“PFRS”) issued by the Financial Reporting Standards Council of the Philippines.

The Share Swap transaction wherein the Issuer issued Common Shares in exchange for the shares of stock of
OneTaipan and Pacifica2l resulted in a business combination involving OneTaipan and Pacifica21, including
NGCP. SGP is considered to be a business combination of entities under common control as the two Principal
Shareholders jointly control SGP, OneTaipan, Pacifica21 and NGCP before and after the Share Swap transaction.
Accordingly, the consolidated financial information of the Group were restated as a result of the retrospective
application of the accounting for business combination under common control. The Group recognized the assets
acquired and liabilities assumed at their carrying amounts. The difference between the consideration paid or
transferred and the net assets acquired is recognized under the “Equity adjustment from common control
transactions” account in the consolidated statements of changes in equity. The consolidated financial statements
as of December 31, 2020 and 2019 and for the years ended December 31, 2020, 2019 and 2018, and as of and for
the years ended December 31, 2018 and 2017 were restated as if the entities had been always combined for the
periods that the entities were under common control. See note 6 of the 2020 audited financial statements elsewhere
in this Prospectus.

The financial information included in this Prospectus has been derived from the audited combined financial
statements and the interim financial statements. Unless otherwise indicated, financial information relating to the
Group in this Prospectus is stated in accordance with PFRS.

Figures in this Prospectus have been subject to rounding adjustments. Accordingly, figures shown in the same
item of information may vary, and figures which are totals may not be an arithmetic aggregate of their components.

SGP’s fiscal year begins on January 1 and ends on December 31 of each year. R.G. Manabat & Co. (“RGM”), a
Philippine partnership and a member firm of KPMG International Limited, has audited the combined financial
statements as of and for the years ended December 31, 2020, 2019, 2018 and 2017 and as of June 30, 2021 and
for the six months ended June 30, 2021, in accordance with Philippine Standards on Auditing (“PSA”).

For more information, please refer to the audited financial statements and interim financial statements contained
elsewhere in this Prospectus.



PRESENTATION OF NON-PFRS FINANCIAL MEASURES

This Prospectus includes certain non-PFRS financial measures, including EBITDA. EBITDA is calculated as the
sum of net income, finance costs, tax expense and depreciation and amortization.

These non-PFRS financial measures are supplemental measures of the Group’s performance that are not required
by, or presented in accordance with, and should not be considered as an alternative to net profit, revenues or any
other measure of financial performance derived in accordance with PFRS or as an alternative to cash flows from
operations or as a measure of liquidity. Non-PFRS financial measures have limitations as analytical tools, and you
should not consider them in isolation from, or as a substitute for, your own analysis of the Group’s financial
condition or results of operations, as reported under PFRS. These non-PFRS financial measures are not
standardized terms and other companies may calculate measures bearing the same titles differently, hence a direct
comparison between companies using such terms may not be possible, which limits the usefulness of these non-
PFRS financial measures.



FORWARD-LOOKING STATEMENTS

This Prospectus contains forward-looking statements that are, by their nature, subject to significant risks and
uncertainties. These forward-looking statements include, without limitation, statements relating to:

o known and unknown risks;

. uncertainties and other factors that may cause actual results, performance or achievements to be
materially different from expected future results; and

. performance or achievements expressed or implied by forward-looking statements.

Such forward-looking statements are based on numerous assumptions regarding the Group’s present and future
business strategies and the environment in which the Group will operate in the future. Important factors that could
cause some or all of the assumptions not to occur or cause actual results, performance or achievements to differ
materially from those in the forward-looking statements include, among other things:

risks relating to the Issuer and to NGCP’s operations;

the ability to successfully implement current and future business strategies;

the ability to manage expansion and growth;

the ability to obtain licenses, permits and other authorizations required,;

the ability to leverage on the Company’s strengths;

risks relating to the Philippines;

the condition and changes in the Philippine, Asian or global economies and future political instability in

the Philippines;

. changes in Government regulations, including laws on taxation, franchising and licensing in the
Philippines;

. risks relating to the Offer and the Offer Shares;

) the other factors discussed in more detail under “Risk Factors”; and

. factors that are not known to the Group at this time.

Additional factors that could cause the Group’s actual results, performance or achievements to differ materially
from forward-looking statements include, but are not limited to, those disclosed under “Risk Factors” and
elsewhere in this Prospectus. These forward-looking statements speak only as of the date of this Prospectus. In
particular, in light of the ongoing COVID-19 pandemic and associated uncertainties in the global financial markets
and their contagion effect on the real economy, any forward-looking statements and forward-looking financial
information contained in this Prospectus must be considered with caution and reservation. The Issuer, the Group,
the Joint Financial Advisors, the Joint Global Coordinators and Joint Bookrunners and the Joint Domestic Lead
Underwriters and Joint Bookrunners expressly disclaim any obligation or undertaking to release, publicly or
otherwise, any updates or revisions to any forward-looking statement contained herein to reflect any change in
the Group’s expectations with regard thereto or any change in events, conditions, assumptions or circumstances
on which any statement is based.

This Prospectus includes statements regarding the Group’s expectations and projections for future operating
performance and business prospects. The words “believe,” “plan,” “expect,” “anticipate,” “estimate,” “project,”
“intend,” “seek,” “target,” “aim,” “may,” “might,” “will,” “would,” “could,” and similar words identify forward-
looking statements. Statements that describe the Group’s objectives, plans or goals are forward-looking
statements. In addition, all statements other than statements of historical facts included in this Prospectus are
forward-looking statements. In light of the risks and uncertainties associated with forward-looking statements,
investors should be aware that the forward-looking events and circumstances discussed in this Prospectus might
not occur. Actual results could differ materially from those contemplated in the relevant forward-looking
statement and the Group gives no assurance that such forward-looking statements will prove to be correct or that
such intentions will not change. This Prospectus discloses, under the section “Risk Factors” and elsewhere,
important factors that could cause actual results to differ materially from the Group’s expectations. All subsequent
written and oral forward-looking statements attributable to the Group or persons acting on behalf of the Group are
expressly qualified in their entirety by the above cautionary statements.
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GLOSSARY
GLOSSARY OF TECHNICAL TERMS
This glossary of technical terms contains explanations of certain terms used in this Prospectus as they relate to

the business of NGCP. As such, these terms and their meanings may not always correspond to the standard
industry meaning or usage of these terms.

AC e alternating current
ARR....oiii Annual Revenue Requirement
AS or Ancillary Services................... ancillary services are support services which are necessary to support

the transmission capacity and energy that are essential in maintaining
power quality and the reliability of the Grid

ASPA.....c e ancillary services procurement agreement, a contract covering the
provisions of ancillary services in accordance with the ASPP

ASPP ancillary service procurement plan

CAPEX ..ottt capital expenditures

CEPNS ...ttt Certificate of Energy Projects of National Significance

CKM .ottt Circuit Kilometer

CR Contingency Reserve

Cross-Ownership Rule ..., under the Franchise, NGCP or any of its stockholders, directors or

officers (or any of their relatives within the fourth civil degree of
consanguinity and their respective spouses) are not allowed to hold any
shares of stock in any Power Industry Player. In addition, a Power
Industry Player or its stockholders, directors or officers (or any of their
relatives within the fourth civil degree of consanguinity and their
respective spouses), are not allowed to hold any shares of stock in
NGCP. Moreover, as long as SGP is listed on the PSE and owns shares
of, or controls, NGCP, ownership of shares in SGP is subject to the
following restrictions under the terms of the Franchise of NGCP: (i) a
Power Industry Player or its stockholders, directors or officers, or any
of their relatives within the fourth civil degree of consanguinity (except
if such relative, whether by blood or marriage, has no employment,
consultancy, fiduciary, contractual, commercial or other economic
relationship or interest in such Power Industry Player) and their
respective spouses, shall not be allowed to own more than 1% of the
total outstanding shares of SGP, provided, however, that a stockholder
of a PSE-listed Power Industry Player owning not more than 1% of the
total outstanding shares of the same Power Industry Player shall not be
subject to the foregoing restriction; and (ii) a stockholder of SGP shall
not own more than 1% of the shares of stock or equity interest in any
Power Industry Player

DC s direct current




DOE.....co it Department of Energy

ECC . Environmental Compliance Certificate

EICC. ..o Energy Investment Coordinating Council

EISS...oi e Environmental Impact Statement System

EMB ..o Environmental Management Bureau

EPC oo a business model in which the contractor is responsible for the

engineering, procurement and construction of a project

EPIRA......o i Republic Act No. 9136, the Electric Power Industry Reform Act
EPNS ...t energy projects of national significance

ERC ..o Energy Regulatory Commission

EVOSS ... Energy Virtual One-Stop Shop

FLC oot Frequency Limit Compliance refers to the percentage of time during the

rating period that the system frequency is within the allowable
frequency range of 60 + 0.3 Hz

Franchise ......cccoceeevvvvvinineeceeeens Republic Act No. 9511, the legislative franchise of NGCP

FOT oot Frequency of Tripping measures the number of line outages (transients
and permanent or sustained) initiated by the tripping of transmission
relays

Grid oo the power transmission grid in the Philippines, an interconnected

system of towers, substations, lines and other high voltage equipment,
that transmits gigawatts of power from where it is produced to where it
is consumed

GVA . e gigavolt-ampere, a unit of power. 1 GVA = 1,000 MVA

GW .o gigawatt, a unit of power. 1 GW = 1,000 MW

HVDC ..o High-Voltage Direct Current

IEMOP ....oviivcieece e Independent Electricity Market Operator of the Philippines

IMAR ..o interim MAR

installed capacity .........c.ccoovvevrvernnnenn, the rated output of power generating units, usually denominated in MW
JCPC... Joint Congressional Power Commission
KM, kilometer, a unit of length. 1 km = 1,000 m

KV o, kilovolt, a unit of voltage. 1 kV = 1,000 volts




KWH e kilowatt-hour, a unit of energy. The standard unit of energy used in the
electric power industry. One kilowatt hour is the amount of energy that
would be produced by a power generator producing one thousand watts
for one hour

Main Grid.......cccoevvevvvinninseeereens Each of the Luzon Grid, the Visayas Grid and the Mindanao Grid,
comprising the Grid

MAR ..ot Maximum Allowable Revenue or Maximum Annual Revenue

Market Operator ..........cccceevvevrveeeennnn, IEMOP

MSP i Metering Service Provider

MVA e megavolt-ampere, a unit of power. The capacity of a transmission line

is generally expressed in MVA

MVAR ... MVA (Reactive)
MVIP .o Mindanao — Visayas Interconnection Project
MW e megawatt, a unit of power. 1 MW = 1,000 kilowatt. The capacity of a

power project is generally expressed in MW

NEA. ..ot National Electrification Administration

NPC ..o National Power Corporation

OATS oot Open Access Transmission Service

OPEX ..ot Operating expenditures

PBR ..ot Performance-based regulation

PGC ..t Philippine Grid Code

PGC 2016 Edition .........ccccevererienee ERC Resolution No. 22, Series of 2016, “A Resolution Approving the

Publication of the Approved Philippine Grid Code, 2016 Edition

PEMC ... Philippine Electricity Market Corporation
PIS e Performance incentive scheme
Power Industry Player .........cc.ccco..... any generation company, distribution utility, or its respective subsidiary

or affiliate, or other entity engaged in generating and supplying
electricity specified by the ERC, as defined under the terms of the

Franchise
PSALM ..o Power Sector Assets & Liabilities Management Corporation
RAB.....coii e Regulatory Asset Base
RE...i e, Renewable energy




System Operator.......c.cccevvevevevenennne

TRANSCO ..o

Rules for Setting Transmission Wheeling Rates

System Awvailability, which measures the percentage of the system
being considered on-line during the rating period

Supervisory and data acquisition system

System Interruption Severity Index refers to the ratio of the unserved
energy compared to the system peak where the unserved energy load is
due to transformer and transmission line interruption

System peak demand

generally used in the power industry to refer to a new type of power
grid based on an integrated, high-speed two-way communication
network, which is expected to lead to improvements in the reliability,
compatibility, safety and efficiency of the power grids and cost
reduction through the application of advanced sensor and measurement
technologies, equipment technologies, control methods and decision-
making support systems

NGCP

National Transmission Corporation

NGCP

Transmission Wheeling Rates Guidelines, now known as the RTWR
terawatt-hour, a unit of energy. 1 TWh = 1 billion kWh

ultra-high voltage, 1,000 kVV AC or + 800 kV DC or above

Voltage Limit Compliance refers to the percentage of time that the
voltage variance is within the limits of £ 5% of the nominal voltage
(Luzon — 230 kV & 500 kV, Visayas — 230 kV/138 kV, Mindanao —
138 kV) monitored within 24 hours at the high side of the substation.

Wholesale Electricity Spot Market




GLOSSARY OF TERMS RELATING TO THE OFFER AND TO THE GROUP

Application ......cccccccvevieiiiee e, an application to subscribe for Offer Shares pursuant to the Offer
BDO Capital........cccovevveveriieiiseceeieee, BDO Capital & Investment Corporation

BIR oo Bureau of Internal Revenue of the Philippines

BOfA SECUNtIeS .......ccovvvriiciriccee Merrill Lynch (Singapore) Pte. Ltd.

Board of Directors or Board ...................... SGP’s board of directors

BPI Capital .......ccccovviiiiiieeee BPI Capital Corporation

BSP .o Bangko Sentral ng Pilipinas, the central bank of the Philippines
BSRD.....coi it BSP Registration Document

CAGR ...t compound annual growth rate

Calaca ....covvereiiee Calaca High Power Corporation

Capital INCrease .......ccocevveevevvienensenee the amendments to SGP’s Articles of Incorporation to increase its

authorized capital stock from £5,050,000,000 divided into
5,050,000,000 Common Shares to P5,300,000,000 divided into
5,300,000,000 Common Shares, which was approved by the Philippine
SEC on August 25, 2021

CAR .o Certificate Authorizing Registration, issued by the BIR

CCCS e Central Clearing and Central Settlement

Common Shares or Shares..........cc.ceevennene. the common shares of SGP, par value of £1.00 per share
COVID-19..iiiciiceeesee e refers to Coronavirus Disease 2019

DENR ..ot Department of Environment and Natural Resources

DOLE ...ttt Department of Labor and Employment

DPA o Data Privacy Act of 2012

Domestic Receiving Agent..........ccccccceeee Stock Transfer Service, Inc.

DST e, documentary stamp tax

ECQ e enhanced community quarantine, a COVID-19 measure imposed by

the Government or local government units from time to time in certain
areas that significantly reduce movement

EDGE....cooiiivie i, PSE Electronic Disclosure Generation Technology

Firm Shares.......ccoocovvevevenie i 1,053,500,000 Firm Shares, consisting of 1,053,500,000 Primary
Shares to be offered and issued by SGP

Governance Code .......ccoovvvvvviviveeenieniens SEC Code of Corporate Governance for Publicly Listed Companies

[FACGR . Integrated Annual Corporate Governance Report




Institutional Offer ...........cccooeveiiiiiiinnnee, offer (i) outside the United States by the Joint Global Coordinators and
Joint Bookrunners in offshore transactions in reliance on Regulation S
of the U.S. Securities Act, and (ii) to certain qualified buyers and other
investors in the Philippines, by the Joint Domestic Lead Underwriters
and Joint Bookrunners

Institutional Offer Shares.............ccccveveaee, 790,125,000 Offer Shares being offered pursuant to the Institutional
Offer

Joint Domestic Lead
Underwriters and Joint Bookrunners......... BDO Capital, BPI Capital and PNB Capital

Joint Financial AdVisSOrS..........ccoeeveviivnennn. Standard Chartered Bank and PCCI

Joint Global Coordinators and Joint

BOOKIUNNErS ... BofA Securities and UBS

Labor Code......ccovvevvieiececc e Labor Code of the Philippines

LGC . Local Government Code

LantaU....c.coovvieiieiee e The Lantau Group (HK) Limited

Lantau Report.......cccoevvireiiniccnees The industry report prepared by Lantau in connection with this Offer,

the short form of which is presented under the section “Industry
Overview” and the full version of which is attached as Appendix 3 to
this Prospectus

LSIS oot Local small investors under the PSE’s Local Small Investors Program
of the PSE
Metro Manila.........cccooceeveie e, the metropolitan area comprising the capital city Manila and the

surrounding cities of Caloocan, Las Pifias, Navotas, Makati, Malabon,
Mandaluyong, Marikina, Muntinlupa, Parafiaque, Pasay, Pasig,
Quezon, San Juan, Taguig and Valenzuela and the municipality of

Pateros
MONE OF0 ...ocvveveecee e Monte Oro Grid Resources Corporation
MPO L. Minimum Public Ownership
NGCP ..o National Grid Corporation of the Philippines
OFfer v The offer and sale of the Offer Shares on, and subject to, the terms and

conditions stated herein

Offer PriCe ...oooveveece e P12.00 per Common Share

Offer Shares.......cccovv e, the Firm Shares and the Option Shares

ONETAIPAN ..o OneTaipan Holdings, Inc.

Option Shares ........ccccoervienensieieree e up to 101,000,000 Common Shares to be sold by the Selling
Shareholders

Overallotment Option .........ccccocvvevirenennn an option granted by the Selling Shareholders to the Stabilizing Agent

Pacifica2l ......ccccoooviieieeee Pacifica21 Holdings, Inc.




PCC e Philippine Competition Commission

o O O LSRR Philippine Commercial Capital, Inc.

PCD .ot Philippine Central Depository

PCNC ..o PDC Nominee Corporation

PDS .. Philippine Dealing System

PDTC .ttt The Philippine Depositary and Trust Corporation

PERS ..o Philippine Financial Reporting Standards

PhilHealth..........ccooov i Philippine Health Insurance Corporation

Philippine SEC .........ccoevviieviieiieieeieene Securities and Exchange Commission of the Philippines

Philippine Tax Code..........ccevvevvereeriennnns National Internal Revenue Code of 1997, as amended

Power Industry Player ..................... means a generation company, distribution utility, or its respective

subsidiary or affiliate, or other entity engaged in generating and
supplying electricity specified by the ERC

PNB Capital.......ccccooviriniininiincenen PNB Capital and Investment Corporation

Pricing Date .........coceveneeieienene s on or about October 22, 2021

Primary Offer.......ccocoviiiiiiines The offer and sale of the Primary Shares

Primary Shares........ccooeoeeoeienene i 1,053,500,000 new Common Shares to be issued and offered by the
Issuer pursuant to the Offer

Principal Shareholders...........cccccoevvvinnnnns the principal shareholders of SGP, Mr. Henry T. Sy, Jr. and Mr. Robert
G. Coyiuto, Jr.

PSA . i Philippine Standards on Auditing

PSE o The Philippine Stock Exchange, Inc.

PSE Trading Participants............c.ccoeevnnne. duly licensed securities brokers who are trading participants of the PSE

Regulation S ... Regulation S under the U.S. Securities Act

RGM ..o R.G. Manabat & Co., a member firm of KPMG International Limited

RPT e related party transactions

RTGS .o Real Time Gross Settlement

SCCP ..o Securities Clearing Corporation of the Philippines

Selling AQeNtS .....ccoovvirieiieceeee, PSE Trading Participants

Selling Shareholders...........ccoceevvrennenen, Mr. Henry T. Sy, Jr. and Mr. Robert G. Coyiuto, Jr.

SGCC ..ottt State Grid Corporation of China

SGP s Synergy Grid & Development Phils., Inc.




Sole Domestic Coordinator..............c........ BDO Capital

SRC e The Securities Regulation Code of the Philippines (Republic Act No.
8799)

Stabilizing Agent........cccccovvveiieiiinnneene UBS AG Singapore Branch and its relevant affiliates

Stabilization Period........c..cccccvvvvviivinennnne. the period beginning on or after the Settlement Date and ending on a

date no later than 30 calendar days from and including the Listing Date
during which the Stabilizing Agent has an option exercisable in whole
or in part for the conduct of stabilization activities

Standard Chartered ..........cocceevevvrevvcvieeene Standard Chartered Bank

Trading Participants and Retail Offer........ the offer for sale of the Trading Participants and Retail Offer Shares to
be made in the Philippines

Trading Participants and
Retail Offer Shares ..........cccccevvvvvviniinnnnn, 263,375,000 Firm Shares being offered pursuant to the Trading
Participants and Retail Offer

Trading Participants and
Retail Offer Shares Settlement Date.......... The date on which settlement of Offer Shares is to be made, expected
to be on or about November 2, 2021

TRAIN ..ot Tax Reform for Acceleration and Inclusion

UBS ..o UBS AG Singapore Branch

U.S. Securities ACL........ccocevvvvrereicnenrenens The United States Securities Act of 1933, as amended
VAT oo value-added tax




SUMMARY

The following summary is qualified in its entirety by, and is subject to, the more detailed information presented
in this Prospectus, including the Group’s audited financial statements and the notes thereto, appearing elsewhere
in this Prospectus.

OVERVIEW
The Issuer

Synergy Grid & Development Phils., Inc. (the “Issuer”, “SGP” or “Synergy”), a corporation organized and
existing under Philippine law, is a holding company listed on the PSE under the symbol “SGP.” The sole operating
asset of SGP is the National Grid Corporation of the Philippines (“NGCP”, the “Company”), which SGP holds
through its direct and indirect shareholdings in the Intermediate Holding Companies (as defined below), and as
of the date of this Prospectus, SGP indirectly controls 60% of the outstanding capital stock of NGCP through its
subsidiaries, OneTaipan Holdings, Inc. (“OneTaipan™) and Pacifica2l Holdings, Inc. (“Pacifica2l”). In
particular, OneTaipan indirectly holds an equity interest of 30% plus one share in NGCP through its wholly-
owned company, Monte Oro Grid Resources Corporation (“Monte Oro”) and Pacifica2l indirectly holds an
equity interest of 30% minus one share in NGCP through its wholly-owned company, Calaca High Power
Corporation (“Calaca™) (each of OneTaipan, Pacifica21l, Monte Oro and Calaca, are collectively referred to as
the “Intermediate Holding Companies”, and together with NGCP, the “Consolidated Subsidiaries”).

Synergy’s vision is to be a strong and stable business enterprise that adds value to its shareholders and other
stakeholders. Its mission is to build a prosperous enterprise through strategic investments in power, energy,
utilities and other allied businesses. Pursuant to its Articles of Incorporation, SGP is authorized to engage in
power, energy, utilities, infrastructure and allied businesses, including investing in such entities. As of the date of
this Prospectus, none of SGP and the Intermediate Holding Companies are engaged in significant business
operations and the sole operating asset is NGCP.

For the six months ended June 30, 2021 and for the years ended December 31, 2020, 2019 and 2018 the Group
had consolidated revenues of £24,186.2 million (U.S.$498.2 million), P48,606.6 million (U.S.$1,001.3 million),
P45,396.5 million and 45,402.0 million, respectively and net income of £12,499.1 million (U.S.$257.5 million),
P23,435.8 million (U.S.$482.8 million), £20,020.2 million and $20,945.0 million, respectively, for the same
periods.

The total net income attributable to equity holders of SGP was £5,012.1 million (U.S.$103.2 million), £9,394.8
million (U.S.$193.5 million), £8,042.1 million and $8,407.7 million for the six months ended June 30, 2021 and
for the years ended December 31, 2020, 2019 and 2018, respectively.

Consolidated Subsidiaries of SGP

OneTaipan Holdings, Inc. OneTaipan is a domestic corporation registered with the Philippine SEC on February
23, 2010. It is a holding company whose primary purpose is to acquire by purchase, exchange, assignment or
otherwise, and to sell, assign, transfer, exchange, lease, let, develop, mortgage, pledge, deal in and with and
otherwise operate, enjoy and dispose of, all properties of every kind and description wherever situated and to the
extent permitted by law. OneTaipan wholly owns Monte Oro Grid Resources Corporation.

Pacifica21l Holdings, Inc. Pacifica2l is a domestic corporation registered with the Philippine SEC on May 12,
2006 and is a holding company whose purpose is to invest or acquire interest, purchase, own, or hold directly or
indirectly shares of stock, debentures or securities in other companies including related services and business
activities. Pacifica21 wholly owns Calaca High Power Corporation.

Monte Oro Grid Resources Corporation. Monte Oro is a domestic corporation incorporated in the Philippines
on August 29, 2006 and is primarily engaged in investing and holding interests in shares of stock of companies
engaged or proposing to engage in mining, energy, and infrastructure projects. Monte Oro’s only active investment
is in NGCP, which holds the concession to manage, expand, operate, maintain and rehabilitate the nationwide
transmission and sub-transmission systems throughout the Philippines. Monte Oro owns 30% plus one share of
the outstanding capital stock of NGCP.
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Calaca High Power Corporation. Calaca is primarily engaged in the general business of operating, managing,
maintaining, and rehabilitating energy systems and services from gas, steam, and electricity including related
services and business activities. Calaca’s only active investment is in NGCP, and it owns 30% minus one share
of the outstanding capital stock of NGCP.

NGCP. See discussion below.

The diagram below illustrates the Group’s corporate structure as of the date of this Prospectus.
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Pacifica21 wholly owns Calaca, which in turn owns 30% minus one share in NGCP. OneTaipan wholly owns
Monte Oro, which holds 30% plus one share in NGCP.

Resource Corp Corporation

NGCP

NGCP is the sole and exclusive operator of the Philippines’ nationwide transmission network linking power
generators and distribution utilities to deliver electricity to end-users across Luzon, Visayas and Mindanao. NGCP
is a privately-owned corporation responsible for operating, maintaining and developing the power transmission
grid, an interconnected system of towers, substations, lines and other high voltage equipment (the “Grid™), that
transmits gigawatts of power from where it is produced to where it is consumed.

As of June 30, 2021, NGCP’s power transmission network had a total length of over 20,732 CKM, with 41,696
MVA substation capacity and 20,000 transmission towers operating in 67 provinces. NGCP’s transmission
superhighway of high-voltage transmission facilities range from 500kV, 230kV, 138kV, 115kV and 69kV lines
interconnected through 145 substations. The Company is also undertaking six island interconnection projects to
connect major sub-grids with one another as of the date of this Prospectus. These island interconnection projects
with currently expected completion dates from March 2022 to February 2026 are as follows: (i) Mindanao-Visayas
Interconnection Project; (ii) Panay-Guimaras 138kV Interconnection Project; (iii) Negros-Panay Interconnection
Project, Line 2; (iv) Cebu-Bohol 230kV Interconnection Project; (v) Batangas-Mindoro Interconnection Project
(in conjunction with the Palawan-Mindoro Interconnection Project (presently at feasibility study stage) — Feb
2028); and (vi) Quezon-Marinduque Interconnection Project. As of June 30, 2021, NGCP had a stable customer
base of approximately 400 customers comprising Generator Customers (i.e., power generation companies which
are connected to the NGCP system and authorized by the ERC to operate facilities used in the generation of
electricity) and Load Customers (e.g., distribution utilities, electric cooperatives, directly-connected industries
and other entities that receive supply and delivery of electricity for their own use or for distribution purposes).
See “Description of NGCP and Business of NGCP—Customers” on page 205 for further details on the distinction
between Generator Customers and Load Customers.
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NGCP operates its business in a highly regulated environment and all aspects of its operations, from project
implementation to transmission charges and revenue structure, are subject to regulation by the Government, acting
primarily through the ERC. Republic Act No. 9511 (the “Franchise™) granted NGCP a 50-year franchise to
operate and maintain the Grid and related facilities, authority to engage in ancillary business and any related
business which maximizes the utilization of its assets and the right of eminent domain necessary to construct,
expand, maintain and operate the Grid. NGCP intends to apply for the renewal of the franchise at the appropriate
time.

RECENT DEVELOPMENTS

On October 5, 2021, the principal shareholders of NGCP, namely Calaca, Monte Oro and State Grid International
Development Limited (a wholly owned subsidiary of SGCC), submitted an undertaking to the SEC (i) to cause
the approval by NGCP’s board of directors of the creation and issuance of the non-voting preferred shares and to
submit proof of such approval to the SEC before the issuance of the Permit to Sell for the Offer, and (ii) to cause,
immediately after the completion of the Offer, the approval by NGCP’s board of directors and shareholders of the
detailed terms, including the issue price, of the non-voting preferred shares and the amendment for this purpose
of NGCP’s articles of incorporation, subject to applicable laws and regulatory approvals. On October 18, 2021,
NGCP’s board of directors passed a resolution approving the creation and issuance of the non-voting preferred
shares, subject to applicable laws and regulatory approvals, and with the detailed terms, conditions and features
of such shares to be considered and approved by the board of directors and shareholders of NGCP after the
completion of the Offer.

Our results for the period ended September 30, 2021 are expected to be released on or about November 15, 2021.
STRENGTHS AND STRATEGIES OF NGCP

Strengths

The Group believes that the following are its key business strengths:

Sole power transmission operator in the Philippines

NGCP is a leading Southeast Asia transmission company and the exclusive operator of the transmission network
in the Philippines. NGCP, through the listing of SGP in the PSE, is expected to be one of the very few listed
transmission companies in the world, providing investors a rare opportunity to tap into the value of this industry.

NGCP plays a critical role in the Philippine power sector, with an existing franchise across Luzon, Visayas and
Mindanao, linking power generators and distribution utilities to deliver reliable electricity to end-users.
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NGCP is the sole concessionaire of Government’s transmission assets. The 25-year concession gives NGCP the
rights to operate all the transmission and sub-transmission assets in the Philippines. The concession is extendable
by another 25 years, subject to certain conditions, under an extension option valid until 2059. As of June 30, 2021,
NGCP operates 20,732 CKM of transmission line and 41,696 MWA of substation capacity. In addition, as of June
30, 2021, NGCP has a stable customer base of approximately 400 customers across distribution utilities, electric
cooperatives, directly-connected industries and other entities.

Operation in a sizable market with growth potential

Energy consumption and economic development in the Philippines are highly interdependent. In the period from
2000 through to 2020, the annual average growth rate (“AAGR”) of total electricity consumption was 4.0%, while
the economy as a whole grew at an AAGR of 5.5% according to the Lantau Report. The median real GDP is
forecasted to grow by 6.6% in 2022, driven by strong consumer demand, a vibrant labor market, notable service
sector performance, and robust remittances as pre-COVID according to the Lantau Report. The Group believes
that this will continue driving the demand in electricity.

With the growth of real GDP, the Philippines’ demand for electricity is expected to increase as well. System peak
demand in 2020 stood at 15.28 GW. The Group expects electricity demand to grow at an AAGR of 6.23% between
2021 and 2025, 6.73% for 2026 to 2030, and 6.49% for 2031 to 2040. The Group expects peak demand to almost
double from a peak national demand of 15,282 MW in 2020, to reach 28,631 MW by 2030 and almost quadruple
by 2040 reaching 53,569 MW. The chart below sets out peak demand forecast for through 2040.
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Source: NGCP Transmission Development Plan 2021-2040, Consultation Draft

The Philippines ranks as the second most populous amongst countries in the Association of Southeast Asian
Nations (“ASEAN”). It has an estimated population of 108.7 million in 2020. The Government estimates that the
Philippines population is growing by approximately 1.5 million people every year. Population growth drives
significant demand for electricity and transmission infrastructure, as discussed in the Lantau Report.

In 2019, the Philippine annual electricity usage per capita stood at 981 kWh and is expected to reach c. 1,220 kWh
in 2025 according to the Lantau Report. When benchmarked against its peer countries, the Philippines’ 2019 per
capita electricity usage is significantly lower than the average of members of the Organization for Economic Co-
operation and Development (OECD) and other major ASEAN economies such as Singapore, Malaysia, Vietnam,
and Thailand. According to the Lantau Report, the gap implies a potential improvement that serves as the driver
for NGCP’s expansion as the Group believes there is strong future demand for transmission infrastructure to
support the long-term electricity consumption growth.
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Strong cash flow visibility backed by stable regulated regime with performance rewards

NGCP operates within an established regulatory framework and maintains appropriate engagement with the ERC.
The ERC has implemented performance-based regulation (“PBR”), in which the regulator announces publicly
ahead of time the fixed Maximum Annual Revenue (“MAR”). The MAR is estimated from the cost and capital
expenditure program of NGCP, and is typically filed in October the previous year, while decisions will be made
shortly after in December, allowing NGCP to have an advanced level of revenue visibility. See “—Overview of
Regulatory Framework—Rate Setting and the Regulatory Reset Process.”

NGCP’s revenue for the electricity transmission business for a specific time period is determined by a revenue-
setting process known as the regulatory reset process (“Regulatory Reset Process”). During the Regulatory Reset
Process, the Transmission Provider (i.e., NGCP) sets out its proposed capital expenditure plans and revenues for
the relevant periods for ERC’s approval. The Rules for Setting Transmission Wheeling Rates (“RTWR”) provides
NGCP with the mechanism of MAR adjustment in the next regulatory year, if there is any revenue under-recovery
in the current regulatory year, and thus removing volume risk. This provides the Group with the ability to forecast
revenue and cash flow ahead of time.

Transmission charges are also linked to a performance-based regulatory framework that offers rewards for
meeting certain regulatory standards. This performance based regulatory framework allows the Group to benefit
from certainty of stable cash flow in the long term and also the rewards in the form of some uplift for
outperformance as measured against clearly defined performance standards set by the ERC.

In addition, NGCP is a private run corporate and being a regulated entity, operates under defined procedures and
protocols, which help shield it from potential political risks. NGCP also conducts regular dialogues with the
regulators and receive guidance from them, enabling the Group to have a clearer view of its future cash flow
projections.

Leveraging on this unique position, the Group believes that NGCP has achieved a superior financial profile
historically, with return-on-assets at 7.0% and EBITDA margin at 81.6% in 2020.

NGCP’s 2018 — 2020 financial performance is shown in the table below:

As of December 31,
2018 2019 2020
Return-on-assets® 8.0% 6.8% 7.0%
EBITDA margin(z) 79.7% 79.6% 81.6%

Notes: (1) Return-on-assets is calculated as Net Income / Total Assets.
(2) EBITDA as adjusted for non-recurring COVID-19 donation expense.

Strong performance backed by top technical and operational capabilities

The network performance of NGCP as measured by availability and reliability indices, such as frequency of
tripping and system availability, among others, has significantly improved and stabilized over time across all
Luzon, Visayas and Mindanao, compared with the period under the management of TRANSCO.

Among the key indicators in which NGCP continues to outperform is the Frequency of Tripping (“FOT”) which
measures the number of times high-voltage transmission lines tripped or experienced forced outages for every 100
CKM. NGCP’s 2020 performance shows a significant decrease in tripping incidents across all the three Main
Grids. In Luzon, the number has gone down from 3.985 in 2008 (before NGCP took over the operations of Grid)
t0 0.932 in 2020, marking a 76.6% decrease in tripping incidents. Visayas also recorded a decrease of 92.6% from
4,542 to 0.335. Similarly, Mindanao’s numbers went from 7.951 to 0.504, a decrease of 93.6%. These
improvements are attributable to NGCP’s upgrading projects such as wood pole replacement, substation additions,
capacitor bank projects, and new transmission lines, effectively reinforcing the stability and reliability of the Grid
in any condition.

NGCP also improved the capability of the Grid to mitigate the impact of power interruptions to overall Grid
operations, which are measured by the System Availability (“SA”) indicator and System Interruption Severity
Index (“SISI”). In 2020, Luzon’s SA scored 99.208%, Visayas at 99.764%, and Mindanao at 99.736%. For the
SISI, Luzon only recorded 0.869 system minutes of interruptions in 2020 compared to 9.537 in 2008 (when the
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Grid was still under the control of TRANSCO); 10.010 from 83.559 in Visayas; and 9.124 from 10.434 in
Mindanao.

All three Main Grids have significantly reduced, if not completely eliminated, violations on frequency and voltage
limits. The Luzon Grid in particular reported 100%, or no violations in frequency limit compliance (FLC) since
2010. FLC refers to the percentage of time where the system frequency is within the allowable range of 60 + 0.3
Hertz, which is the optimal operating frequency of the transmission system.

In order to ensure high rates of availability for its transmission systems, NGCP operates and monitors its
infrastructure using modern techniques and technologies such as SCADA EMS (with back-up system) which
enables monitoring of real-time condition of the power system. Other key technologies used in the operation of
the Grid include the optical telecommunication network, Protection Management Systems, Network Management
System, and Integrated Energy Model Simulation Software.

In addition, NGCP has collaborated closely with its technical partner, State Grid Corporation of China (SGCC)
on engineering design and construction, which enables NGCP to enhance its own design, construction and
workmanship standards that are now being used in the implementation of projects. Further, NGCP conducts site
visits and technical exchange with SGCC on various subjects such as smart grid, power system protection, and
grid operations which allow NGCP to keep in pace on latest technology applicable to Philippine grid setting and
improve the grid operation. NGCP also collaborated in research and technical studies for HVDC technologies and
other high-voltage equipment, LIDAR applications, and renewable energy integration to the Grid.

Established track record of project development and execution

NGCP has extensive experience and expertise in implementing new transmission projects and expanding the
Philippine’s transmission systems. From 2009 to 2020, NGCP has added 3,375 CKM of transmission lines and
21,209 MVA of sub-stations capacity across the Philippines, representing a significant CAGR of 12.0% and
21.3% respectively for the period that it became operator of the Grid. The Group believes that one example of
NGCP’s outstanding execution capability is the Mindanao-Visayas Interconnection Project, where NGCP targets
to establish two cable terminal stations, two converter stations and 712 CKM of transmission lines in total, aimed
at building ONE Grid Philippines. This project represents the first one issued with the Certificate of Energy
Projects of National Significance (“CEPNS”) by the DOE. The magnitude of this project further testifies to
NGCP’s exceptional capabilities in developing and executing significant projects.

Other significant milestones of NGCP’s project development and execution include the energization of the 382
million project to improve Luzon power quality, which was completed in the last quarter of 2020, and the
construction of 100km of overhead transmission lines connecting the Butuan Substation in Agusan del Norte to
Placer Substation in Surigao del Norte. With this new line in place, cooperatives in Surigao del Norte and Surigao
del Sur will benefit from improved voltage level, reduced transmission system losses, and the mitigation of power
interruptions in the area.

NGCP’s capabilities in this regard encompass all facets of transmission activities, from the conceptualizing to the
commissioning of projects. NGCP contracts out the construction of its projects, subject to its supervision and
quality control. NGCP believes that its experience and expertise in project implementation will serve it well as it
undertakes a substantial expansion in the coming years in furtherance of the DOE’s energy plan for the country.

Skilled, experienced, and high performing management team

NGCP’s senior management team has significant industry experience and relationships in the power and related
industries. Majority of its key executives, including the President, Head of Revenue and Regulatory Affairs and
Chief Technical Officer, have been with NGCP for more than 12 years, and have in-depth knowledge about the
power industry. Under their stewardship, NGCP has accomplished multiple key milestones, particularly in relation
to the improvement of the overall performance of the transmission Grid.

Furthermore, NGCP’s operational protocols are controlled by its senior management team with more than 20
years of experience in the electric power industry, spanning from the NPC to the NGCP. NGCP’s team of Filipino
engineers have a rich knowledge about the local operational and technical settings.

The capabilities of NGCP’s management team have been demonstrated by its strong track record of operational
excellence, and the Group believe that the expertise and experience of NGCP’s senior management team will
continue to lead it towards success in project execution and enable it to respond to market opportunities efficiently.
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Strategies

The vision of NGCP is to build the strongest power grid, strive to maintain the best-in-class power utility practice
in Southeast Asia, with the collective efforts of a world-class professional work force. NGCP strives to contribute
to the nation’s social and economic development and satisfy its stakeholders’ needs by efficiently developing and
operating the Grid to provide reliable electricity transmission service. NGCP’s strategies are grounded on
improving robustness of expansion, efficiency of operation, compliance with regulations and collaboration with
key stakeholders, financial discipline, as well as environment and social responsibility.

The primary elements of its business strategy are as follows:
Expand and strengthen NGCP’s transmission network

From the time that NGCP was awarded with the concession, it has delivered sizable growth in transmission line
length and substation capacity. As of June 30, 2021, NGCP has a transmission line length of 20,732 CKM and
substation capacity of 41,696 MVA. Between 2009 and 2020, NGCP achieved CAGR of 21.3% in substation
capacity, and CAGR of 12.0% in transmission line length.

NGCP is devoted to develop a unified national grid and continuously implement new high-voltage transmission
backbone to expand the network and accommodate the needed generation capacity additions. As contained in the
Transmission Development Plan (TDP) 2021-2040, NGCP is tasked to implement the stage-by-stage grid looping
configurations for resiliency and reliability, implement additional submarine cable links between islands to allow
power exchange, and implement new substations and capacity expansion of existing substations to ensure the
adequacy and reliability of supply for the continuously increasing demand.

NGCP is committed to continuously investing in the nationwide transmission network to drive future growth. As
of 2011, NGCP’s regulatory asset base was P178 billion. From 2011 to 2020, NGCP’s capital expenditure
investments amounted to approximately 209 billion. For the 13-year period between 2021 and 2033, NGCP has
committed to invest approximately 440 billion in capital expenditures across 211 projects, of which 160 billion
will be invested during 2021 to 2025. The Group expects that NGCP’s robust project pipeline and the Mindanao-
Visayas Interconnection Project, which is a landmark project, to continue to expand its regulatory asset base.

Actively manage NGCP’s assets to improve operating performance and efficiency

The ERC has set NGCP’s targets in the PBR and Performance Incentive Scheme (“PI1S”). ERC includes a PIS
component in the RTWR that provides NGCP with an incentive to improve the quality of service provided to
customers. NGCP follows strict maintenance procedures based on NGCP Operations and Maintenance Standards.
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These procedures ensure that NGCP meets and exceeds the targets set by ERC. NGCP believes that maintaining
superior performance levels will further improve relationships with customers, the ERC and the Government, and
enhance the regulatory treatment of its business.

In order to maintain NGCP’s strong network performance, NGCP undertakes significant measures to sustain its
success in preventing major system failures from occurring across the transmission network. Based on the 3™
Regulatory Period Final Determination, NGCP is focused on the following key ERC-approved Performance
Indices:

1. Frequency of Tripping (FOT): measures the number of forced transmission line outages (both transient
and sustained) per 100 CKM initiated by the automatic tripping of protection relays

2. System Interruption Severity Index (SISI): is the sum of the total unsupplied energy of all delivery
points in the system divided by the system peak load. Delivery Point refers to the point of supply where
energy from the bulk system is transferred to the distribution system

3. System Availability (SA): refers to the availability of percentage of the system being considered to be
on-line during the evaluation period

4. Frequency Limit Compliance (FLC): refers to the percentage of time during the reporting/rating period
that the system frequency is within the allowable frequency range 60 + 0.3Hz

5. Voltage Limit Compliance (VLC): refers to the percentage of the number of voltage measurements
during the evaluation period that the voltage variance did not exceed +5% of the nominal voltage of all
buses identified

6. Congestion Availability (ConA): measures the availability of a subset of lines and transformers that
will have potential severe impact on the operation of the electricity market

7. Ancillary Services Availability Index (ASAI): measures the availability of ancillary services on each of
the three Main Grids

8. Customer Satisfaction Indicator (CSI): NGCP’s performance on its CSI would be based on the
responses to an annual survey of all generators, distribution utilities and directly connected customers
that are connected to each of the three Main Grids

NGCP is committed to minimize tripping and system interruption, while maximizing system availability and
frequency limit compliance. NGCP continue to focus on improving the quality of service and maintaining efficient
operational costs by creating synergies and applying advanced technologies. NGCP implemented micro-
processor-based substation control (MBSC), implemented upgrades of major equipment and upgrade of network
protection and established emergency management command centers across the power grid. NGCP has realized
considerable performance improvement since its takeover of the national transmission assets.

NGCP believes that its technical and engineering expertise, skilled workforce and its structured maintenance and
operating procedures, enable it to achieve high network reliability and service quality. NGCP has been actively
developing grid modernization strategies and investing in Smart Grid technology. NGCP has implemented the
upgrade of Supervisory Control and Data Acquisition-Energy Management System (SCADA-EMS), installation
of flexible AC transmission system (FACTS) for better system voltage control, installation of time
synchronization devices, and transient fault recorders in major substations. These have significantly improved the
observability and controllability including analysis of the Grid which is a complex power system. Moreover,
NGCP’s Smart Grid 2025 Roadmap will enable it to implement Cloud-Based SCADA, online monitoring of high
voltage equipment and unmanned substation operations in various pilot areas through Central Control and
Monitoring System (CCMS) and CCTV, advanced Enterprise Architecture and others by 2025. This will allow
NGCP to achieve relevant ISO certification and further improve its operating performance and efficiency.

Continue to comply with regulations and collaborate with key stakeholders
As NGCP operates in a regulated sector in which its profitability is linked to the ERC MAR regime, correct

execution of, and timely feedback on, the policy set by the regulators will be key to its vitality. NGCP is compliant
with the EPIRA and Charter, and to continue collaboration with its key stakeholders in order to continue
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contributing to the country’s vision to ensure sustainable, reliable, secured, sufficient, and affordable energy
services to the Filipino people.

NGCP actively engages in proper decorum and regular communication with the regulatory departments such as
ERC and DOE, to share experience and expertise during the development/formulation of policies, and strives to
strengthen its position in the country’s power supply system. For example, NGCP serves as a guide for generation
investors by identifying and recommending the ideal connection points for new power plants.

Sharing the same vision with the DOE and the government of Philippines, NGCP has also been fully supportive
of the regulators’ policy direction. NGCP plays an important role in supporting the country’s thrust to establish
sustainable and cleaner energy resources from indigenous renewable energy resources. NGCP has been part of
the studies on Competitive Renewable Energy Zones (CREZ) that identified the areas with high quality RE
resources, suitable topography and with strong developer interests. Accordingly, the transmission backbone
projects needed to accommodate the RE plants are included in the Transmission Development Plan 2021-2040
and with some projects already filed with the ERC. With CREZ capacity for wind and solar plants reaching a total
34,646 MW across the country, NGCP’s transmission projects are crucial in RE grid connections, power delivery
to load centers and in driving the energy mix towards cleaner energy. From the year 2020 RE share of 21%, the
DOE is targeting to increase the RE total share in the energy mix to 35% by 2030 and to 50% by 2040.

Maintain and grow a profitable and low risk business and financial profile

NGCP derives the majority of its revenues from regulated activities. In operating its core transmission business,
NGCP seeks to preserve an efficient, conservative capital structure and intends to continue to invest in the core
regulated business in order to maintain a stable, consistent and profitable business profile and enable the Group
to finance capital expenditures and pay dividends.

NGCP management is determined to comply with strict financial investment criteria and maintain stable capital
structure. Under prudent guidance of senior management and in line with the Concession Agreement, NGCP
maintains a debt-to-equity ratio within 4:1 and debt-service coverage ratio above 1.15:1 and establish internal
buffer that place it in robust financial position. Majority of its indebtedness is 10-year unsecured term loans with
annual amortization and 30% balloon payment on maturity date. NGCP is confident that its strong cash flow
generation could support the repayment of such loans and allow it to maintain a healthy indebtedness level, while
enabling it to continue access to debt capital markets to finance capital expenditure requirements. NGCP discloses
information on financial and operating performance in accordance with accounting standards as well as compliant
with statutory and regulatory reporting requirements.

The Group’s historical profitability is discussed under “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Results of Operations” beginning on page 100 in this Prospectus. NGCP
has historically declared and paid dividends on a quarterly basis, subject to the availability of unrestricted retained
earnings and settlement of operational expenses and other relevant taxes, cost and expense required to be paid in
the ordinary course of business, and subject to any financing covenants, if applicable. See “Dividends and
Dividend Policy” for further details on the dividend policies of the Group. NGCP ensures compliance with the
financial covenants and provisions in the Concession Agreement relative to dividends.

Commit to the sustainable development and social responsibilities

NGCP aims to hold its business operations to the highest standards of sustainable development and social
responsibility. NGCP maintains a strategic focus on a low carbon business portfolio and climate change projects
and strengthens its integrated business management through short- and medium-term economic-financial and
socio-environmental key performance indicators and targets, as well as long-term strategic objectives aligned with
the national and international commitments.

NGCP places significant importance on the environment, social development, and governance in the conduct of
its business.

NGCP aims to minimize harm to the environment by planning, designing, constructing, operating, maintaining,
and decommissioning power transmission and support facilities in an environmentally-responsible and sustainable
manner. In line with its fundamental environmental principles of Impact Minimization, Compliance, and
Conservation, NGCP is committed to the implementation of an Environmental Management System (EMS)
compliant to 1SO 14001 Standards that will serve as the platform for effective environmental management;
conduct of environmental risk identification and assessment in any activity; compliance with existing
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environmental regulations, and the allocation of appropriate resources for the design and implementation of such
programs, among others.

NGCP upholds its responsibility towards the host communities where its operations are located. To support this,
NGCP has established three pillars or advocacy groups where CSR efforts are focused: community development,
sustainable livelihood, and environmental stewardship.

Through community development programs, NGCP provides the structural needs of its partner communities,
giving them conducive spaces and facilities such as health centers and multi-purpose covered courts, as well as
conducting medical missions, disaster risk reduction trainings, and outreach activities. NGCP is also committed
to promoting sustainable livelihood and has provided various means of support to partner communities through
capacity-building activities. Environmental stewardship programs are also carried out to ensure the sustainability
of operations.

In terms of good corporate governance, it is the policy of NGCP to establish and uphold the highest standards of
ethical behaviors among its employees, management, and board. NGCP discourages situations or conditions that
would result to, or create conflict of interest between NGCP and its employees, and shall require full disclosure
of such to the management. All employees are enjoined to uphold the best interest of the Company.

NGCP minimizes harm to the environment by planning, designing, constructing, operating, maintaining, and
decommissioning power transmission and support facilities in an environmentally responsible and sustainable
manner. NGCP designs, develops, implements and continuously review an Environmental Management System
compliant with ISO standards that will serve as the platform for effective environmental management.

NGCP’s contribution in reducing CO2 emissions is tied up with the implementation of transmission projects
needed by renewable energy plants to support the country’s target to reduce the dependence on fossil fuels.
Through the CREZ process, the areas in the country with rich RE resources have been identified and NGCP will
provide the needed the transmission facilities. In addition, NGCP’s interconnection projects for off-grid areas
such as Mindoro, Marinduque and Catanduanes will provide access to cleaner energy resources from the main
grid thereby eliminating the high dependence of the islands on diesel plants. The interconnection projects are also
expected to encourage development of indigenous renewable energy resources in the islands as a result of wider
market opportunity.

NGCP also serves a pivotal role in enabling renewable energy delivery in Philippines, through investing heavily
in the renewable technology space — from 2011 to 2020, P56 billion has been invested by NGCP into transmission
projects that benefited from the delivery of power from existing and new hydro, geothermal, wind and solar power
plants. Ongoing projects that will benefit renewable energy plants include Binga-San Manuel and Ambuklao-
Binga 230 kV Line, San Jose-Angat 115 kV Line, Cebu-Negros-Panay 230 kV Backbone Stage 3, Panay-
Guimaras 138 kV Interconnection, and Agus 2 Switchyard Upgrading. In addition, the established Competitive
Renewable Energy Zones (CREZ) in the country would benefit from additional transmission line projects such as
the Northern Luzon 230 kV Loop, Nagsaag-Santiago 500 kV T/L, Bolo-Balaoan and Balaoan-Laoag 500 kV T/L
Project.

SYNERGY INVESTOR RELATIONS OFFICE

The investor relations office will implement the investor relations program in order to reach out to all shareholders
and keep them informed of corporate activities. The office will also handle communication of relevant information
to our stakeholders as well as to the broader investor community. The investor relations office will also be
responsible for receiving and responding to investor and shareholder queries relating to SGP.

Ms. Justice Lady P. Soriano has been appointed by the Board as the head of the investor relations office and to
serve as our Investor Relations Officer (“IRO”). The IRO will ensure that SGP complies with and files on a timely
basis all required disclosures and continuing requirements of the Philippine SEC and the PSE. In addition, the
IRO will oversee most aspects of the shareholder meetings, press conferences, investor briefings, and management
of the investor relations portion of SGP’s website.

The investor relations office will be located in SGP’s principal place of business with contact details as follows:
Landline: +63 2 8584 3930

E mail: investorrelations@synergygrid.ph
Website: synergygrid.ph
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ISSUER INFORMATION

SGP is a Philippine corporation organized under the laws of the Philippines with its registered principal office
address is 16th Floor, Tycoon Center Bldg. Condominium, Pearl Drive, Pasig City, Metro Manila, Philippines
and with telephone number: +63 2 8485 3930. SGP’s corporate website is www.synergygrid.ph. Information in
the website is not incorporated by reference into, and does not form part of, this Prospectus.
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SUMMARY OF THE OFFER

The following does not purport to be a complete listing of all the rights, obligations, and privileges attaching to
or arising from the Offer Shares. Some rights, obligations, or privileges may be further limited or restricted by
other documents and subject to final documentation. Prospective investors are enjoined to perform their own
independent investigation and analysis of the Issuer and the Offer Shares. Each prospective investor must rely on
its own appraisal of the Group and the Offer Shares and any other investigation it may deem appropriate for the
purpose of determining whether to invest in the Common Shares and must not rely solely on any statement or the
significance, adequacy, or accuracy of any information contained herein. The information and data contained
herein are not a substitute for the prospective investor’s independent evaluation and analysis.

ISSUBE .ttt

Selling Shareholders and Principal
Shareholders ...

Financial AdVisors........ccccccovvivveiiinceeeene,
Joint Global Coordinators and Joint

BOOKIUNNEYS ...
Sole Domestic Coordinator............c...........

Joint Domestic Lead Underwriters and
Joint BOOKIUNNENS.......ccoveviiiveeeiieeceee e,

Selling AgENtS.....ccccvvvvvrieiieeece e

The Offer.....covciicceee e

(O] 1 =] gl = [T

Institutional Offer .......cccccovevveiiicveee,

Trading Participants and Retail Offer .....

Synergy Grid & Development Phils., Inc.

Mr. Henry T. Sy, Jr. and Mr. Robert G. Coyiuto, Jr.

Standard Chartered Bank and Philippine Commercial
Capital, Inc.

BofA Securities and UBS

BDO Capital

BDO Capital, BPI Capital, PNB Capital

PSE Trading Participants

Offer of 1,053,500,000 Firm Shares (comprising Primary
Shares) to be offered and issued by the Issuer with an offer of
up to 101,000,000 Option Shares by the Selling Shareholders
pursuant to the Overallotment Option (as described below)

P12.00 per Offer Share

790,125,000 Firm Shares (about 75% of the Firm Shares) are
being offered for sale: (i) outside the United States by the
Joint Global Coordinators and Joint Bookrunners in offshore
transactions in reliance on Regulation S of the U.S. Securities
Act, and (ii) to certain qualified buyers and other investors in
the Philippines, by the Joint Domestic Lead Underwriters and
Joint Bookrunners. The Option Shares will form part of the
Institutional Offer.

The allocation of the Offer Shares between the Trading
Participants and Retail Offer and the Institutional Offer is
subject to adjustment as agreed between the Joint Global
Coordinators and Joint Bookrunners and Joint Domestic Lead
Underwriters and Joint Bookrunners, as well as
oversubscription or undersubscription of either or both the
Trading Participants and Retail Offer and the Institutional
Offer. See “—Reallocation” below.

263,375,000 Firm Shares (or 25% of the Firm Shares) are
being offered in the Trading Participants and Retail Offer in
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Overallotment Option

the Philippines at the Offer Price (the “Trading Participants
and Retail Offer Shares”).

210,700,000 Firm Shares (about 20% of the Firm Shares) (the
“Trading Participants Offer Shares”) are being offered to
the PSE Trading Participants, and 52,675,000 Firm Shares (or
5% of the Firm Shares) (the “Retail Offer Shares”) are being
allocated to local small investors (“LSIs”).

Each PSE Trading Participant shall initially be allocated
1,685,600 Firm Shares.

LSIs shall subscribe through the PSE Electronic Allocation
System (“PSE EASy”). An LSl is defined as a subscriber to
a share offer who is willing to subscribe to a minimum board
lot or whose subscription does not exceed 100,000.00 or
such higher amount as may be approved by the PSE and the
Philippine SEC. In the case of this Offer, the minimum
subscription of LSIs shall be 500 Firm Shares or £6,000.00,
while the maximum subscription shall be 83,300 Firm Shares
or up to £999,600.00. There will be no discount on the Offer
Price. The procedure in subscribing to Offer Shares via PSE
EASy is indicated in the Issuer’s Implementing Guidelines
for Local Small Investors to be announced through the PSE
EDGE website. Should the total demand for the Offer Shares
in the LSI program exceed the maximum allocation, the Joint
Domestic Lead Underwriters and Joint Bookrunners shall
prioritize the subscriptions of LSIs with amounts lower than
the maximum subscription.

The Joint Domestic Lead Underwriters and Joint
Bookrunners shall purchase the Trading Participants and
Retail Offer Shares not reallocated to the Institutional Offer
or otherwise not taken up by the PSE Trading Participants or
clients of the Joint Domestic Lead Underwriters and Joint
Bookrunners or the general public in the Philippines pursuant
to the terms and conditions of the Domestic Underwriting
Agreement.

The allocation of the Offer Shares between the Trading
Participants and Retail Offer and the Institutional Offer is
subject to adjustment as agreed between the Joint Global
Coordinators and Joint Bookrunners and Joint Domestic Lead
Underwriters and Joint Bookrunners, as well as
oversubscription or undersubscription of either or both the
Trading Participants and Retail Offer and the Institutional
Offer. See “—Reallocation” below.

Pursuant to the letter approval of the Philippine SEC dated
October 20, 2021, the Selling Shareholders have granted the
Stabilizing Agent, UBS AG Singapore Branch and its
relevant affiliates, an option, exercisable in whole or in part,
to purchase up to 101,000,000 Option Shares at the Offer
Price, on the same terms and conditions as the Offer Shares
as set out in this Prospectus and effect price stabilization
transactions. The Overallotment Option is exercisable from
time to time for a period which shall not exceed 30 calendar
days from and including the Listing Date. See “Plan of
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Use of Proceeds........ccceveveveernnnene

Minimum Subscription and Board Lot....

Reallocation..........ccocceeveveeeninnen.

Listing and Trading ..................

Dividends and Dividend Policy

Distribution—The Overallotment Option” on page 294 of this
Prospectus.

The Issuer intends to use the net proceeds from the sale of the
Firm Shares primarily to subscribe to non-voting preferred
shares to be issued by NGCP, subject to applicable laws and
regulations. The Issuer will not receive any proceeds from the
sale of the Option Shares by the Selling Shareholders.

See “Use of Proceeds” on page 70 of this Prospectus.

Each application must be for a minimum of 500 Common
Shares, and thereafter, in multiples of 100 Shares (the “Board
Lot™). Applications for multiples of any other number of
Shares may be rejected or adjusted to conform to the required
multiple, at our discretion.

The allocation of the Offer Shares between the Trading
Participants and Retail Offer and the Institutional Offer is
subject to adjustment as agreed between the Joint Global
Coordinators and Joint Bookrunners and Joint Domestic Lead
Underwriters and Joint Bookrunners. In the event of an under-
application in the Institutional Offer and a corresponding
over-application in the Trading Participants and Retail Offer,
Firm Shares in the Institutional Offer may be reallocated to
the Trading Participants and Retail Offer. If there is an under-
application in the Trading Participants and Retail Offer and if
there is a corresponding over-application in the Institutional
Offer, Firm Shares in the Trading Participants and Retail
Offer may be reallocated to the Institutional Offer. The
reallocation shall not apply in the event of over-application or
under-application in both the Trading Participants and Retail
Offer, on the one hand, and the Institutional Offer, on the
other hand.

SGP filed an application with the Philippine SEC for the
registration, and an application with the PSE for the listing,
of the Offer Shares. The Philippine SEC is expected to issue
the Order of Registration and Permit to Sell on or about
October 25, 2021 and the PSE issued its Notice of Approval
in a letter dated October 14, 2021, subject to compliance with
certain listing conditions.

All of the Offer Shares to be issued are expected to be listed
on the Main Board of the PSE under the symbol “SGP”. See
“Description of the Shares” on page 266 of this Prospectus.

SGP is authorized to declare dividends. A cash dividend
declaration requires approval from the Board. A stock
dividend declaration requires the further approval of
shareholders representing not less than two-thirds of our
outstanding capital stock. Dividends may be declared only
from available unrestricted retained earnings.
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Upon declaration by the Board of Directors and subject to the
availability of unrestricted retained earnings and settlement of
operational expenses and other relevant taxes, costs and
expenses required to be paid by SGP in the ordinary course
of business, and subject to any financing covenants, if
applicable, SGP may declare dividends equivalent to up to
100% of the prior year’s net income after tax based on its
audited financial statements as of such year.

On August 10, 2021, the board of directors of each of
OneTaipan, Monte Oro, Pacifica2l and Calaca adopted
similar resolutions as SGP on the declaration of dividends,
which provide that stockholders are entitled to up to 100% of
the prior year’s net income after tax based on the relevant
company’s audited financial statements as of such year,
subject to the availability of unrestricted retained earnings
and settlement of operational expenses and other relevant
taxes, cost and expense required to be paid in the ordinary
course of business, and subject to any financing covenants, if
applicable.

Under the dividend policy of NGCP, any declaration of
dividends must be aligned with the objective of maintaining
a level of capitalization that is commercially sound and must
ensure that NGCP can sustainably operate while creating
value for its shareholders. As such, NGCP will work towards
maximizing dividends within the framework of the policy. Its
board of directors shall approve the declaration of cash
dividends out of its unrestricted retained earnings subject to
the following conditions:

(i) Compliance with the pertinent provisions of the
Concession  Agreement on dividends. The
Concession Agreement provides that NGCP can
declare dividends (even without PSALM’s consent),
if () there is no occurrence or continuation of a
Concessionaire’s Default®® or an event that might
become a Concessionaire’s Default with the lapse of
time or the giving of notice or both; and (b) there is
no Deferred Payments that remain unpaid or, even if
some Deferred Payments are unpaid, the required
Financial Tests!! are met as at the date any dividend
is declared or paid. If any of the above conditions is
not met, NGCP can declare dividends only with the
prior written consent of PSALM.

[l Section 13.01 of the Concession Agreement provides for the following events of default by NGCP: (a) revocation of
congressional franchise or other authority to operate; (b) cessation of eligibility to hold a congressional franchise or other
authority to operate a public utility; (c) occurrence of a change in control without PSALM’s written consent or breach of
equity retention; (d) default in making timely payment of any amount payable of the concession fee; (e) material default in the
observance or performance of any other covenant; (f) declaration by any party or parties to any material indebtedness to be
in default; (g) event of bankruptcy; (h) material misrepresentation or incorrect warranty; and (i) abandonment.

[l Financial tests means that as of the date a dividend is declared or as of the date a dividend or remittance on account of
shareholder loans or advances is made (the “relevant date), (i) no installment of the Deferred Payments or other
Indebtedness shall be in arrears, and (ii) the Debt Service Coverage Ratio as at the relevant date is not less than one decimal
fifteen (1.15).
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Restrictions on Ownership

(i) Compliance with applicable covenants under any
loan agreements with banks and financial
institutions, whether local or foreign;

(iii) Compliance with the provisions of the Revised
Corporation Code on dividend declaration and
applicable issuance of the Philippine SEC; and

(iv) Any dividend declaration shall also be subject to and
consider, among others (a) capital expenditure
requirements and settlement of operational
expenses; (b) legal and regulatory requirements that
determine cash flows available for capital
expenditure,  operational  requirements  and
dividends; and (c) market and financial conditions
and other contingencies that may affect the
Corporation’s cash flows and funding requirements.

See “Dividends and Dividend Policy” on page 75 of this
Prospectus.

The Offer Shares will be in scripless form and may be
purchased and owned by any person or entity regardless of
citizenship or nationality, subject to the nationality limits and
certain ownership limits under Philippine law and cross-
ownership restrictions under the Franchise.

The Philippine Constitution and related statutes set forth
restrictions on foreign ownership for companies engaged in
certain activities. Considering that SGP is the indirect
controlling shareholder of NGCP, which operates as a public
utility and also owns certain real estate in the Philippines,
foreign equity in SGP cannot exceed 40.0% of SGP’s (a) total
number of outstanding shares of stock entitled to vote in the
election of directors, and (b) the number of outstanding shares
of stock, whether or not entitled to vote in the election of
directors. For more information relating to restrictions on the
ownership of the Common Shares, please see “Description of
the Shares” and “Regulatory and Environmental Matters—
Foreign Investment Laws and Regulations relating to
Restrictions on Foreign Equity.”

Cross Ownership Rule

In addition, certain ownership restrictions affecting the Offer
Shares are set out in the Franchise. Accordingly, for as long
as Synergy is listed on the PSE and owns or controls NGCP,
ownership of shares in Synergy is subject to the following
restrictions: (i) a Power Industry Player (as defined herein) or
its stockholders, directors or officers, or any of their relatives
within the fourth civil degree of consanguinity (except if such
relative, whether by blood or marriage, has no employment,
consultancy, fiduciary, contractual, commercial or other
economic relationship or interest in such Power Industry
Player) and their respective spouses, shall not be allowed to
own more than 1% of the total outstanding shares of Synergy,
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Transfer Restrictions .......cccccocevveeevcvereevenee.

Tax Considerations .........cccceevveeevveevveeennnnn,

Eligible Investor

provided, however, that a stockholder of a PSE-listed Power
Industry Player owning not more than 1% of the total
outstanding shares of the same Power Industry Player shall
not be subject to the foregoing restriction; and (ii) a
stockholder of Synergy shall not own more than 1% of the
shares of stock or equity interest in any Power Industry
Player. Any issuance or transfer of shares of Synergy in
violation of the foregoing restrictions shall be void.

An investor purchasing the Offer Shares represents and
warrants that it is compliant with the Cross-Ownership Rule
under the Franchise and SGP’s Articles of Incorporation.

The Institutional Offer Shares are being offered for sale: (i)
outside the United States by the Joint Global Coordinators
and Joint Bookrunners in offshore transactions in reliance on
Regulation S of the U.S. Securities Act, and (ii) to certain
qualified buyers and other investors in the Philippines, by the
Joint Domestic Lead Underwriters and Joint Bookrunners.
The Offer Shares have not been and will not be registered
under the U.S. Securities Act. The Offer Shares may be
subject to certain transfer restrictions as described herein. See
“Plan of Distribution—The Institutional Offer.”

See “Plan of Distribution—Lock Up” on page 295.

The BSP requires that investments in shares of stock funded
by inward remittance of foreign currency be registered with
the BSP only if the foreign exchange needed to service capital
repatriation or dividend remittance will be sourced from the
Philippine banking system. Upon registration of the
investment, proceeds of divestments, or dividends of
registered investments are repatriable or remittable
immediately and in full through the Philippine banking
system, net of applicable tax, without need of BSP approval.
The registration with the BSP of all foreign investments in the
Offer Shares shall be the responsibility of the foreign
investor. See “Regulatory and Environmental Matters—
Foreign Investment Laws and Regulations relating to
Restrictions on Foreign Equity—Registration of Foreign
Investments and Exchange Controls” on page 243 of this
Prospectus.

The tax treatment of a prospective investor may vary
depending on such investor’s particular situation and certain
investors may be subject to special rules, which may or may
not be discussed in this Prospectus. See “Philippine
Taxation” on page 282 for further information on the
Philippine tax consequences of the purchase, ownership and
disposal of the Offer Shares.

Any person, corporation, association or partnership,
regardless of nationality, but subject to limits under
Philippine law and the restrictions set out in this Prospectus,
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Procedure for Application for the Offer...

and without prejudice to the right of the Issuer to reject an
application, including the right to reject if the same will cause
the Issuer to be in breach of the Philippine ownership
requirements under relevant Philippine laws or the Cross-
Ownership Rule under the Franchise.

An investor purchasing the Offer Shares represents and
warrants that it is compliant with the Cross-Ownership Rule
under the Franchise and SGP’s Articles of Incorporation.

For Trading Participants Offer

Application forms and signature cards may be obtained from
any of the Joint Domestic Lead Underwriters and Joint
Bookrunners, or from any participating Trading Participant,
and shall be made available for download on the Issuer’s
website. Applicants shall complete the application form,
indicating all pertinent information such as the applicant’s
name, address, contact number, taxpayer’s identification
number, citizenship and all other information as may be
required in the application form and shall provide all the
required documents. Applicants shall undertake to sign all
documents and to do all necessary acts to enable them to be
registered as holders of Offer Shares. Failure to complete the
application form may result in the rejection of the application.

All Applications shall be evidenced by the application to
purchase form, in quadruplicate, duly executed by the
applicants themselves or by the authorized signatory(ies) of
the applicant (in the case of an applicant that is not a natural
person), and accompanied by the corresponding payment for
the Offer Shares covered by the Application and all other
required documents.

If the applicant is an individual person, the Application must
be accompanied by the following documents:

e Two (2) duly executed specimen signature cards,
duly authenticated by the Applicant’s nominated
PDTC Participant (as defined below) or the Joint
Domestic Lead Underwriters and Joint Bookrunners
(if the Applicant is a client of the Joint Domestic
Lead Underwriters and Joint Bookrunners);

e Photocopy of two (2) valid and current government-
issued IDs (e.g., SSS, GSIS, Driver’s License,
Passport or PRC) OR photocopy of one (1) valid and
current Primary ID and one (1) valid and current
Secondary ID (Note: For joint applications (i.e.
multiple Applicants in one Application), two (2)
valid and current government-issued IDs of each
applicant/investor will be required).

e Such other documents as may be reasonably
required by the Joint Domestic Lead Underwriters
and Joint Bookrunners in compliance with their
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respective internal policies regarding “knowing your
customer” and anti-money laundering.

If the applicant is a corporation, partnership, trust account, or
any other legal person, the Application must be accompanied
by the following documents:

two (2) duly executed specimen signature cards of
the authorized signatory(ies), duly authenticated by
the applicant’s corporate secretary (or the equivalent
corporate officer);

a certified true copy of the applicant’s latest articles
of incorporation and by-laws (or the equivalent
documents) and other constitutive documents (each
as amended to date) duly certified by its corporate
secretary (or the equivalent corporate officer
authorized to provide such certification);

a certified true copy of the applicant’s certificate of
registration issued by the relevant regulating body of
the applicant’s country of incorporation or
organization duly certified by its corporate secretary
(or the equivalent corporate officer authorized to
provide such certification);

a duly notarized corporate secretary’s certificate (or
the equivalent document) setting forth the
resolutions of the applicant’s board of directors or
equivalent body, namely: (i) authorizing the
purchase of the Offer Shares indicated in the
application, (ii) identifying the list of designated
signatory(ies) authorized for the purpose mentioned
in (i), including each signatory’s specimen
signature, and (iii) certifying the percentage of the
applicant’s capital or capital stock held by Philippine
nationals;

a photocopy of two (2) valid and current
government-issued IDs (e.g. SSS, GSIS, Driver’s
License, Passport or PRC ID) of (a) the authorized
signatoryl/ies, duly certified as a true copy by the
Corporate Secretary and (b) the Corporate Secretary,
duly certified as true copy by an authorized officer
of the corporation; and

such other documents as may be reasonably required
by the Joint Domestic Lead Underwriters and Joint
Bookrunners in compliance with their respective
internal  policies regarding “knowing your
customer” and anti-money laundering.

For foreign corporate and institutional Applicants, in addition
to the foregoing documents, a certification, in quadruplicate,
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Payment Terms for the Offer

representing and warranting that their investing in the Offer
Shares subject of the Application will not violate the laws of
their jurisdiction and that they are allowed to acquire,
purchase and hold the Offer Shares.

For Local Small Investors

For LSI applicants, applications to purchase the Retail Offer
Shares shall be done via the PSE Electronic Allocation
System or “PSE EASy” (https://easy.pse.com.ph/). LSI
applications shall be allocated

through a distribution mechanism wherein fully paid
applications will be allocated in ascending order (i.e. from the
lowest to the highest), and upon the Domestic Receiving
Agent’s validation or confirmation of complete payment of
the purchased shares. Multiple applications (i.e. two or more
applications by the same LSI applicant) will not be allowed.

With respect to the LSIs, the procedure in subscribing to the
Offer Shares via “PSE EASy” shall be described in the
Issuer’s Implementing Guidelines for Local Small Investors
to be announced through the PSE EDGE website. Should the
total demand for the Offer Shares in the LSI program exceed
the maximum allocation, the Joint Domestic Lead
Underwriters and Joint Bookrunners shall prioritize
subscriptions of small investors with amounts lower than the
maximum subscription.

The purchase price must be paid in full in Philippine Pesos
upon the submission of the duly completed and signed
application form and specimen signature card together with
the requisite attachments.

For the Institutional Offer, payment for the Offer Shares shall
be made either by: (i) a personal or corporate check drawn
against an account with a BSP authorized bank having a
clearing period of no more than one business day, (ii) a
manager’s or cashier’s check issued by a BSP authorized
bank having a clearing period of no more than 1 business day;
or (iii) a direct remittance via Real Time Gross Settlement
(“RTGS”) or any other remittance services, or an intrabank
fund transfer.

For the Trading Participants and Retail Offer, payment for the
Offer Shares shall be made through over-the-counter cash or
check deposit payment in any branch of BDO Unibank.

For check payments, only personal or corporate checks, and
manager’s or cashier’s checks with a clearing period of not
more than one business day and drawn against any BSP
authorized agent bank will be accepted as a valid mode of
payment. The check must be dated as of the date of
submission of the Application, made payable to “STSI FAO
SGP FOO”, and crossed “Payee’s Account Only”. Checks
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Acceptance or Rejection of Applications
for the Trading Participants and Retail

Refunds of the Trading Participants and

Retail Offer

subject to clearing periods of over one (1) banking day shall
not be accepted.

The applications and required documents (including proof of
payments) shall be transmitted to the Domestic Receiving
Agent by electronic mail at sgp@stocktransfer.com.ph copy
furnished stsi@stocktransfer.com.ph on or before the end of
the offer period, with the physical copies delivered to the
Domestic Receiving Agent’s address at 34-D Rufino Pacific
Tower, 6784 Ayala Avenue, Makati City, 1226 Philippines
no later than two business days after the end of the offer
period.

Applications for the Offer Shares are subject to the
confirmation of the Issuer and the Joint Domestic Lead
Underwriters and Joint Bookrunners. The Issuer, in
consultation with the Joint Domestic Lead Underwriters and
Joint Bookrunners, reserves the right to accept, reject or scale
down the number and amount of Offer Shares covered by any
Application. The Issuer and the Joint Domestic Lead
Underwriters and Joint Bookrunners have the right to
reallocate available Offer Shares in the event that the Offer
Shares are insufficient to satisfy total applications received.

The Trading Participants Offer Shares will be allocated in
such a manner as the Issuer and the Joint Domestic Lead
Underwriters and Joint Bookrunners may, in their sole
discretion, deem appropriate, subject to the distribution
guidelines of the PSE.

Applications with the checks dishonored wupon first
presentment and application forms which do not comply with
the terms of the Offer will automatically be rejected.
Notwithstanding the acceptance of any Application, the
actual acquisition of the Offer Shares by an applicant will be
effective only upon the crossing and listing of the Offer
Shares on the PSE.

Applications may be rejected if (i) the subscription price is
unpaid; (ii) payments are insufficient or where checks, as
applicable, are dishonored upon first presentment; (iii) the
Applications are not received by the Domestic Receiving
Agent or any of the Joint Domestic Lead Underwriters and
Joint Bookrunners or the Selling Agents on or before the end
of the Offer Period; (iv) the number of Offer Shares
subscribed is less than the minimum amount of subscription;
(v) the Applications do not comply with the terms of the
Offer; or (vi) the Applications do not have sufficient
information as required in the Application to Purchase or are
not supported by the required documents.

In the event that the number of Offer Shares received by an
applicant, as confirmed by the Joint Domestic Lead
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Registration and Lodgment of Shares with

the PDTC

Expected Timetable...........ccooeoiiiiiiinn.

Underwriters and Joint Bookrunners, is less than the number
covered by its application, or if an application is rejected by
the Issuer, then the applicant is entitled to a refund, without
interest, starting on the fifth business day from the end of the
Offer Period or on November 9, 2021, of all or a portion of
the applicant’s payment corresponding to the number of Offer
Shares wholly or partially rejected. All refunds shall be made
through the Domestic Receiving Agent, at the applicant’s
risk. If such check refunds are not claimed after 30 calendar
days following the beginning of the refund period, such
checks shall be mailed to the applicant’s registered address at
the applicant’s risk.

The Offer Shares are required to be lodged with the PDTC.
The applicant must provide the information required for the
PDTC lodgment of the Offer Shares. The Offer Shares will be
ready for lodgment with the PDTC at least three (3) trading
days prior to the Listing Date, and a certification to that effect
shall be submitted to the PSE at least three (3) trading days
prior to the Listing Date. Applicants may request to receive
share certificates evidencing their investment in the Offer
Shares through their brokers after the Listing Date. Any
expense to be incurred by such issuance of certificates shall
be borne by the applicant.

The timetable of the Offer is expected to be as follows:

Pricing ..c.oooveeveneie e, October 22, 2021
Notice of final Offer Price and
submission of Final Prospectus to

the Philippine SEC and PSE.......... October 22, 2021

Receipt of the Permit to Sell from

the Philippine SEC .........ccccoeueuee. October 25, 2021

October 26 to
November 2, 2021

Trading Participants and Retail
Offer Period.......ccoovvvviinninnnnns

October 26 to October
28, 2021

PSE Trading Participants’
Commitment Period..........c..c........

Submission of Firm Order and
Commitments by PSE Trading
Participants........c.ccocevevierecienennn. October 28, 2021
Submission of Application and
payments of Trading Participants.
...................................................... November 2, 2021
Trading Participants and Retail

Offer Settlement Date.................... November 2, 2021
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Risks of INVesting ........ccccoovveieienciciee,

Domestic Receiving Agent .........ccccceevveene.
Stock and Transfer Agent..........ccccccevveene

Philippine Counsel for the Issuer and the
Selling Shareholders.........c.cccocoveiiiiinnnnn

International Counsel for the Issuer and
the Selling Shareholders ...........ccccccecvvenine

Philippine Counsel for the Underwriters .

International Counsel for the
UNAerWritersS.......coocveeee i

Independent Auditors .........cc.cccoeveneiennns

Settlement Date and Listing of
Offer Shares on the PSE ............... November 10, 2021

The dates included above are subject to the approval of the
PSE and the Philippine SEC, market and other conditions, and
may be changed.
In making an investment decision, investors are advised to
carefully consider all the information contained in the
Prospectus, including the risks associated with an investment
in the Offer Shares. These risks include:

e  risks relating to the Issuer

e risks relating to NGCP and its operations;

e risks relating to the Philippines;

e  risks relating to the Offer and the Offer Shares; and

e risks relating to certain information in this
Prospectus.

For a more detailed discussion on certain of these risks, see
“Risk Factors” beginning on page 39, which while not
intended to be an exhaustive enumeration of all risks, must be
considered in connection with a purchase of the Offer Shares.
The Offer Shares are offered solely on the basis of the
information contained in the Prospectus.

Stock Transfer Service, Inc.

Stock Transfer Service, Inc.

SyCip Salazar Hernandez & Gatmaitan

Latham & Watkins LLP

Picazo Buyco Tan Fider & Santos

Milbank LLP

R.G. Manabat & Co., a member firm of KPMG International
Limited
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SUMMARY FINANCIAL AND OPERATING INFORMATION

The following tables present the summary of financial information and should be read in conjunction with the
independent auditors’ reports and the Group’s consolidated financial statements, including the notes thereto,
included elsewhere in this Prospectus, and the section entitled "Management’s Discussion and Analysis of
Financial Condition and Results of Operations." The summary financial information as of and for the years ended
December 31, 2020, 2019 and 2018, as of and for the years ended December 31, 2018 and 2017 and as of and
for the six months ended June 30, 2021 and 2020 were derived from the Group’s consolidated audited financial
statements, which were prepared in accordance with PFRS and were audited by RGM in accordance with the
PSA.

The Share Swap transaction wherein the Issuer issued Common Shares in exchange for the shares of stock of
OneTaipan and Pacifica2l resulted in a business combination involving OneTaipan and Pacifica2l, including
NGCP. SGP is considered to be a business combination of entities under common control as the two Principal
Shareholders jointly control SGP, OneTaipan, Pacifica2l and NGCP before and after the Share Swap
transaction. Accordingly, the consolidated financial information of the Group were restated as a result of the
retrospective application of the accounting for business combination under common control. The Group
recognized the assets acquired and liabilities assumed at their carrying amounts. The difference between the
consideration paid or transferred and the net assets acquired is recognized under "Equity adjustment from
common control transactions" account in the consolidated statements of changes in equity. The consolidated
financial statements as of December 31, 2020 and 2019 and for the years ended December 31, 2020, 2019 and
2018, and as of and for the years ended December 31, 2018 and 2017 were restated as if the entities had always
been combined for the periods that the entities were under common control. See note 6 of the 2020 audited
financial statements elsewhere in this Prospectus.

The summary financial information below is not necessarily indicative of the results of future operations.
Furthermore, the translation of Philippine Peso amounts into U.S. dollars is provided for convenience only and
is unaudited. Amounts in Philippine Pesos were converted to U.S. dollars using the BSP Daily Reference
Exchange Rate as of June 30, 2021 of U.S.31.00 = P48.544.

SUMMARY STATEMENTS OF COMPREHENSIVE INCOME

For the six-month period ended June

For the years ended December 31, 30,
2020 2020 2021 2021
2018 2019 2020 (unaudited)  (unaudited)  (unaudited)  (unaudited)
(in millions (in millions (in millions (in millions
(in millions of P) of U.S.$) of P) of B) of U.S.$)
REVENUES - NET .... 45,402.0 45,396.5 48,606.6 1,001.29 24,183.1 24,186.2 498.2
EXPENSES .....ccooeuie 17,672.2 18,179.1 19,042.6 392.28 9,554.3 8,915.4 183.7
INCOME FROM
OPERATIONS........ 27,729.8 27,2175 29,564.0 609.01 14,628.9 15,270.8 314.6

OTHER INCOME
(CHARGES) - NET

(6,7847)  (7196.1)  (6,127.4)  (126.22) (3,2473)  (2,7715)  (57.1)

CONSTRUCTION
REVENUE AND

NET INCOME
BEFORE TAX ....... 20,9451 20,0214  23,436.6 4828 11,3815  12,499.3 2575

INCOME TAX
EXPENSE 0.2 11 0.8 0.0 0.5 0.2 0.0

33




For the six-month period ended June

For the years ended December 31, 30,
2020 2020 2021 2021
2018 2019 2020 (unaudited)  (unaudited)  (unaudited)  (unaudited)
(in millions (in millions (in millions (in millions
(in millions of P) of U.S.$) of B) of ) of U.S.$)
NET INCOME............. 20,945.0 20,020.2 23,435.8 482.77 11,381.0 12,499.1 257.5
Attributable to:
Equity holders of the
Parent Company....... 8,407.7 8,042.1 9,394.8 1935 4,558.3 5,012.1 103.2
Non-controlling
INtErestS. o 12,537.2 11,978.1 14,041.0 289.2 6,822.7 7,487.0 154.2
BASIC AND
DILUTED
EARNINGS PER
SHARE 2.03 1.94 2.26 N/A 1.10 1.21 N/A
SUMMARY STATEMENTS OF FINANCIAL POSITION
As of December 31, As of June 30,
2020 2021
2018 2019 2020 (unaudited) 2021 (unaudited)
(in millions of (in millions of
(in millions of P) (in millions of U.S.$) P) U.S.$)
Noncurrent assets:
Intangible asset — net ... 210,687.5 234,827.7 267,754.7 5,515.7 281,837.1 5,805.8
Property and equipment —

1] SRR 3,729.2 4,175.9 3,974.9 81.9 3,968.0 81.7
Deferred input VAT ..... 76.4 - - - - -
Receivables — net of current

portion .......cc.ceeveeenne. 15 169.4 102.6 2.1 70.9 1.7
Goodwill .........cccveveen. 10,471.6 10,471.6 10,471.6 215.7 10,471.6 215.7
Other noncurrent assets - 159.8 146.5 3.0 139.7 2.9
Total noncurrent assets

................................. 224,966.2 249,804.5 282,450.4 5,818.4 296,487.4 6,103.5

Current assets:
Cash and cash equivalents

................................. 13,626.3 16,0154 14,081.2 290.1 9,816.9 202.2
Receivables — net.......... 10,277.6 9,186.4 13,577.6 279.7 14,722.3 303.3
Prepaid expenses and other

current assets ...

......................... 26,672.9 32,393.4 34,503.0 710.8 26,759.0 551.2
Derivative asset.... . - - - - -
Total current assets.... 50,576.8 57,595.3 62,161.8 1,280.5 51,298.2 1,056.7

Total assets ..o.nrvonn.. 275,543.0 307,399.7 344,612.2 7,099.0 347,785.6 7,164.3
Noncurrent liabilities:
Loans payable — net of

current portion ......... 94,350.6 116,623.9 122,503.9 2,523.6 126,484.6 2,605.6
Retirement benefits liability

................................. 1,055.0 1,615.9 2,027.1 41.8 1,886.0 38.9
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As of December 31, As of June 30,
2020 2021
2018 2019 2020 (unaudited) 2021 (unaudited)
(in millions of (in millions of
(in millions of P) (in millions of U.S.$) P) U.Ss.$)
Customers” and  other
deposits.......ccoveraene. 319.8 345.6 400.9 8.3 396.2 8.2
1,119.0 1,119.0
Concession fee payable 54,319.1 54,319.1 54,319.1 1,119.0 54,319.1 1,119.0
Other noncurrent liabilities
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 2,471.0 1,842.3 1,767.7 36.4 1,590.0 32.8
Total noncurrent
liabilities ... . 152,515.5 174,746.8 181,018.7 3,729.0 184,675.8 3,804.3
Current liabilities:
Trade and other current
payables................... 32,338.0 34,563.9 50,931.4 1,049.1 39,762.6 819.5
Current portion of loans
payable..........c.ce.... 8,927.6 11,544.9 13,1815 2715 14,721.2 303.3
Other current liabilities 8,227.3 8,205.3 9,830.9 202.5 10,656.0 219.5
Total current liabilities
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 49,492.8 54,314.0 73,943.8 1,523.2 65,139.8 1,341.9
Total liabilities .............. 202,008.3 229,060.8 254,962.4 5,252.2 249,815.6 5,146.2
Equity
Capital stock ................ 4,149.9 4,149.9 4,149.9 85.5 4,149.9 85.5
Additional paid-in capital
................................. 77,907.6 77,907.6 77,907.6 1,604.9 77,700.9 1,600.6
Hedging reserve............ - - - - - -
Premeasurements gains
(losses) on  defined
benefit liability......... 1.9 (77.6) (152.0) (3.1) (60.4) 1.2)
Equity adjustments from
common control
transactions.............. (73,359.2) (73,359.2) (73,359.2) (1,511.2) (73,359.2) (1,511.2)
Retained earnings......... 38,248.0 46,290.1 55,684.9 1171 60,696.9 1,250.3
Equity Attributable to
Equity Holders of the
Parent Company ... 46,948.2 54,910.7 64,231.2 1,323.2 69,128.1 1,424.0
Non-controlling  interest
................................. 26,586.5 23,428.1 25,4185 523.6 28,841.8 523.6
Total equity............... 73,534.7 78,338.9 89,649.7 1,846.8 97,969.9 2,018.2
Total liabilities and equity
275,543.0 307,399.7 344,612.2 7,099.0 347,785.6 7,164.3

SUMMARY STATEMENTS OF CASH FLOWS INFORMATION

Net cash provided by
operating activities ...............
Net cash used in investing
aCtiVItIES ..voveivcece
Net cash provided by (used
in) financing activities...........

For the six-month period ended

For the years ended December 31, June 30,
2020 2021
2018 2019 (unaudited) 2020 2021 (unaudited)
(in millions of ®) (in millions (in millions
of U.S.$) (in millions of P) of U.S.$)

35,612.9 33,350.5 44,069.1 11,368.3 3,915.5 80.7
(33,865.8) (39,363.1) (41,610.5) (9,234.5) (9,478.3) (200.8)
(6,673.1) 8,5615.3 (4,290.5) 377.1 1,062.0 21.8




For the six-month period ended

For the years ended December 31, June 30,
2020 2021

2018 2019 2020 (unaudited) 2020 2021 (unaudited)
Effects of exchange rate
changes on cash and cash
equivalents............ccccoeuevennenes (68.7) (113.5) (102.3) (2.1) (181.4) 236.5 49
Net increase (decrease) in
cash and cash equivalents..... (4,994.7) 2,389.1 (1,934.2) (39.8.) 2,329.3 (4,264.3) 87.8
Cash and cash equivalents at
beginning of year / period..... 18,621.0 13,626.3 16,015.4 329.9 16,015.4 14,081.2 290.1
Cash and cash equivalents at
end of year / period............... 13,626.3 16,015.4 14,081.2 290.1 18,344.8 9,816.9 202.2

SUMMARY OF SELECTED OPERATING AND FINANCIAL INFORMATION

As of and for the six months

As of and for the years ended December 31, ended June 30,
2018 2019 2020 2020 2021

Net Income (P millions) 20,945.0 20,020.2 23,435.8 11,381.0 12,499.1

Attributable to:

Equity holders of the Parent

Company 8,407.7 8,042.1 9,394.8 4,558.3 5,012.1

Non-controlling interests 12,537.2 11,978.1 14,041.0 6,822.7 7,487.0
Revenues — net 45,402.0 45,396.5 48,606.6 24,183.1 24,186.2
EBITDA® 35,991.6 36,122.2 39,070.3 19,347.4 20,266.4
EBITDA Margin® 79.3% 79.6% 80.4% 80.0% 83.8%
Return-on-Assets® 7.6% 6.5% 6.8% 6.6% 7.2%
Net Income Margin® 46.1% 44.1% 48.2% 47.1% 51.7%
Total Debt © 103,278.1 128,168.8 135,685.3 131,931.5 141,205.8
Debt-to-EBITDA® 2.9x 3.5x 3.5x 3.4x 3.5x

Notes: (1) EBITDA is Net income + Finance Costs + Tax Expense + Depreciation and Amortization.

(2) Calculated as EBITDA / Net Revenue

(3) Calculated as Net Income / Total Assets. In calculating Return on Assets, Net Income for the six months ended June 30,
2020 and June 30, 2021 have been annualized by multiplying the Net Income for the six months ended June 30, 2020 and June
30, 2021 by two.

(4) Calculated as Net Income / Net Revenue

(5) Comprised of loans payable — net of current portion and current portion of loans payable

(6) Calculated as Debt / EBITDA. In calculating Debt / EBITDA, EBITDA for the six months ended June 30, 2020 and June
30, 2021 have been annualized by multiplying the EBITDA for the six months ended June 30, 2020 and June 30, 2021 by two.
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EBITDA Reconciliation

The table below sets forth further information with respect to the computation of EBITDA for the years ended
December 31, 2018, 2019 and 2020 and the six months ended June 30, 2020 and 2021:

For the six months ended

For the years ended December 31, June 30,
(Audited) (Unaudited) (Audited) (Unaudited)
2018 2019 2020 2020 2020 2021 2021

(P million) (US$ million) (P million) (US$ million)
Net Income.........cccceeeenene. 20,945.0 20,020.2 23,435.8 482.8  11,381.0 12,499.1 2575
Add:
Finance Cost®..........ccoevv.i. 6,640.2 7,261.8 6,556.3 135.1 3,468.8 3,055.8 62.9
TaX eXPenSe.........covvevevivnas 0.2 11 0.8 0.0 0.5 0.2 0.0
Amortization ..................... 7,903.0 8,157.7 8,406.7 173.2 4,155.3 4,407.3 90.8
Depreciation........cc.cccceveenns 503.2 681.3 670.7 13.8 341.7 304.1 6.3
EBITDA ..o 35,991.6 36,122.2 39,070.3 804.8 19,3474 20,266.4 4175
Notes:

(1) Finance costs for the years ended December 31, 2018, 2019 and 2020 and for the six months ended June 30, 2020 and
2021 pertain to interest expense.

Key Operating Information of NGCP

Power Transmission Network

As of June 30, 2021

Capacitor and

Reactor
Transmission Substation Installations
Line (CKM) Substations Capacity (MVA) (MVAR)
Luzon 9,499 68 29,831 3,703
Visayas 5,379 43 5,724 872
Mindanao 5,855 34 6,141 453
Total 20,732 145 41,696 5,027

The table below sets out the contribution of regulated services and excluded services to total revenues for the
period presented.

For the year ended December 31, For the six months ended June 30,
2018 2019 2020 2020 2021
(in millions) (in millions)
P us.s$ P usS.s$
Regulated Services
Power Delivery
Services............... 40,982.1 40,885.8 44,128.8 909.0 21,920.5 21,937.8 451.9
System Operation 2,681.4 2,774.3 2,740.7 56.5 1,399.6 1,380.7 28.4
Services*.............
170.8 179.5 182.1 3.8 89.3 94.0 1.9
Metering Services
43,834.3 43,839.6 47,051.6 20.0 23,409.4 23,412.5 482.2
Excluded
Services ... 1,567.7 1556.9 1,555.0 32.0 773.7 773.7 15.9
Revenues............. 45,402.0 45,396.5 48,606.6 1,001.3 24,183.1 24,186.2 498.2

*Excluding ancillary services. NGCP does not earn revenue in the contracting of ancillary services. Ancillary services costs
are direct pass-through costs to customers benefitting from ancillary services.
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The table below sets out the contribution of each of the three Main Grids to NGCP’s revenues for the periods
indicated.

For the year ended December 31, For the six months ended June 30,
2018 2019 20200 20200 20210
(in millions) (in millions)
P us.s$ % P Uss$ %

Luzon
Grid
.......................... 31,883.0 33,488.4 35,846.5 738.4 73.7 17,7915 17,8434 367.6 73.8
Visayas
Grid
.......................... 6,551.0 555034  5,896.8 121.5 121 2,959.0 2,935.7 60.5 12.1
Mindanao
Grid
,,,,,,,,,,,,,,,,,,,,,,,,,, 6,068.0 6,404.7 6,863.3 141.4 141  3,4326  3,407.1 70.2 14.1
Total

.......................... 45402 45,396.5 48,606.6  1,001.3 100.0 24,183.1 24,186.2 498.2 100.0
Notes: (1) Revenues for each of the Luzon, Visayas and Mindanao Grids excluding the allocation of accrued incremental
iMAR based on actual billings was P33,661.6 million, P5,537.4 million and P6,445.0 million, respectively, for year ended
December 31, 2020, and P16, 119.1 million, B2,680.9 million and B3,109.9 million, respectively, for the six months ended
June 30, 2020.

(2) Revenues for each of the Luzon, Visayas and Mindanao Grids excluding the allocation of accrued incremental iMAR based
on actual billings was P16, 639.9 million, P2,737.7 million and P3,177.3 million, respectively, for the six months ended June
30, 2021.
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RISK FACTORS

An investment in the Offer Shares involves a number of risks. You should carefully consider all the information
contained in this Prospectus, including the risk factors described below, before deciding to invest in the Offer
Shares. The occurrence of any of the following events, or other events not currently anticipated, could have a
material adverse effect on the Group’s business, prospects, financial condition, results of operations, the market
price of the Offer Shares and the Group’s ability to make dividend distributions to shareholders. All or part of an
investment in the Offer Shares could be lost. The price of securities can and does fluctuate, and any individual
security is likely to experience upward or downward movements and may even become valueless. There is an
inherent risk that losses may be incurred rather than profit made as a result of buying and selling securities. The
past performance of the Group is not a guide to future performance and results. There may be a large difference
between the buying price and the selling price of the Offer Shares. For investors that deal in a range of
investments, each investment carries a different level of risk.

This section does not purport to disclose all of the risks and other significant aspects of investing in the Offer
Shares. The risks described below are not the only risks facing the Group. Additional risks and uncertainties not
currently known to the Group or those that the Group currently views to be immaterial may also materially and
adversely affect the Group’s business, financial condition or results of operations. Investors should undertake
independent research and study the trading of securities before commencing any trading activity. You should seek
professional advice if you are uncertain of, or have not understood, any aspect of this Offer or the nature of risks
involved in purchasing, holding and trading the Offer Shares. You should consult your own counsel, accountant
and other advisors as to the legal, tax, business, financial and related aspects of an investment in the Offer Shares.

The means by which the Group intends to address the risk factors discussed herein are principally presented
under “Description of the Issuer” beginning on page 168, “Description of NGCP and the Business of NGCP”
beginning on page 174, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” beginning on page 91, “Industry Overview” beginning on page 123 and “Directors and Management”
beginning on page 245 of this Prospectus. In addition, certain risk factors discussed below provide references to
specific sections elsewhere in this Prospectus wherein the such risks may primarily be addressed.

The risk factors discussed in this section are of equal importance and are separated into categories for ease of
reference only. The order in which risks are presented is not necessarily an indication of the likelihood of the
risks actually materializing, of the potential significance of the risks or of the scope of any potential harm to the
Group’s business, results of operations, financial condition and prospects.

RISKS RELATING TO THE ISSUER
The Issuer is a holding company and depends on dividends and distributions from NGCP

SGP is a holding company and conducts no significant business operations. NGCP is the sole operating asset of
SGP, which SGP holds through its direct and indirect shareholdings in the Intermediate Holding Companies (as
defined below). As of the date of this Prospectus, SGP indirectly controls 60% of the outstanding capital stock of
NGCP through its subsidiaries, OneTaipan Holdings, Inc. (“OneTaipan”) and Pacifica2l Holdings, Inc.
(“Pacifica21”). In particular, OneTaipan indirectly holds an equity interest of 30% plus one share in NGCP
through its wholly-owned company, Monte Oro Grid Resources Corporation (“Monte Oro”) and Pacifica2l
indirectly holds an equity interest of 30% minus one share in NGCP through its wholly-owned company, Calaca
High Power Corporation (“Calaca”) (each of OneTaipan, Pacifica2l, Monte Oro and Calaca, are collectively
referred to as the “Intermediate Holding Companies”, and together with NGCP, the “Consolidated
Subsidiaries™). The effective equity interest of SGP in NGCP, through OneTaipan and Pacifica2l, is 40.2%.
“Description of the Issuer—History and Corporate Structure of SGP” on page 168.

SGP expects to depend upon the dividends and distributions from NGCP for almost all of its cash flow. Most of
SGP’s assets are held by, and almost all of its earnings and cash flows are ultimately attributable to NGCP. As a
holding company, the Issuer’s income, on a standalone basis, is derived primarily from dividends and distributions
from NGCP. The Issuer’s liquidity, ability to pay expenses, and meet obligations, are dependent upon the flow of
funds from NGCP through the Intermediate Holding Companies. See “Dividends and Dividend Policy” on page
75 for further details on the dividend policies adopted by each member of the Group.

The ability of the Consolidated Subsidiaries to pay dividends to their respective shareholders, and ultimately to

SGP, is subject to applicable laws and may be subject to restrictions contained in loans and/or debt instruments
of the Consolidated Subsidiaries, and may also be subject to taxes. Currently, the payment of dividends by a
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Philippine corporation to another Philippine corporation is not subject to tax. Under Philippine law, dividends
may be declared by a corporation’s board of directors; however, any stock dividend declaration requires the
approval of shareholders holding at least two-thirds of such corporation’s total outstanding capital stock.
Additionally, Philippine SEC approval is required if the issuance of stock dividends requires an increase in such
corporation’s authorized capital stock. There can be no assurance that NGCP and the Intermediate Holding
Companies will generate sufficient cash flows to pay dividends or otherwise distribute sufficient funds to SGP to
enable it to meet its own financial obligations and declare dividends to its shareholders.

In addition, NGCP is subject to certain debt covenants for its existing debt, which may affect the ability of NGCP
to declare or pay dividends. Failure to comply with these covenants could result in the debt becoming immediately
due and payable. This could affect the NGCP’s liquidity and ability to generally fund its day-to-day operations.
In the event this occurs, it may be difficult to repay or refinance such debt on acceptable terms or at all. The
Concession Agreement provides that NGCP can declare dividends (even without PSALM’s consent) if (i) there
is no occurrence or continuation of a Concessionaire’s Default® or an event that might become a Concessionaire’s
Default with the lapse of time or the giving of notice or both; and (ii) there is no Deferred Payments that remain
unpaid or, even if some Deferred Payments are unpaid, the required Financial Tests are met as at the date any
dividend is declared or paid. If any of the above conditions is not met, NGCP can declare dividends only with the
prior written consent of PSALM. Under the Concession Agreement, “Financial Tests” means that, as of the date
a dividend is declared or as of the date a dividend or remittance on account of shareholder loans or advances is
made (the “relevant date™), (i) no installment of the Deferred Payments or other Indebtedness shall be in arrears,
and (ii) the Debt Service Coverage Ratio as at the relevant date is not less than 1.15.

Any restriction or prohibition on the ability of the NGCP or any of the Intermediate Holding Companies to
distribute dividends or make other distributions to SGP, either due to regulatory restrictions, debt covenants,
contractual undertakings, operating or financial difficulties or other limitations, could have a negative effect on
the Issuer’s cash flow and financial condition. Historically, NGCP has declared and paid dividends on a quarterly
basis. See “Dividends and Dividend Policy—Dividend Policy” on page 76 for further details on the dividend
policies of each member of the Group.

SGP, its cash flows and the determination of SGP’s value is primarily dependent on the business and
franchise of NGCP.

NGCP is the sole operating asset of SGP held by the latter through its direct and indirect shareholdings in the
Intermediate Holding Companies and, as such, the value and cash flows of SGP is primarily dependent on the
business and franchise of NGCP. SGP expects to depend upon the dividends and distributions from NGCP for
almost all of its cash flow. Most of SGP’s assets are held by, and almost all of its earnings and cash flows are
ultimately attributable to NGCP. As a holding company, the Issuer’s income, on a standalone basis, is derived
primarily from dividends and distributions from NGCP. See also “—The Issuer is a holding company and depends
on dividends and distributions from NGCP” above and “Risks relating to NGCP and its Operations” generally
below for further details. See “Dividends and Dividend Policy—Dividend Policy” on page 76 for further details
on the dividend policies of each member of the Group and “Description of NGCP and the Business of NGCP—
Strengths and Strategies—Strengths” on page 178 for information on NGCP’s strengths generally, including
strong cash flow visibility backed by a stable regulated regime.

The public ownership of the Issuer is currently below 20% prior to the completion of the Offering

The Share Swap (as described below) resulted in the minimum public ownership (“MPO”) of SGP to fall to
0.26%, which is below the 20% MPO requirement of the PSE for backdoor-listed companies such as SGP. See
“The Philippine Stock Market—Amended Rule on Minimum Public Ownership™ on page 280. Under the MPO rule
of the PSE, a listed company which becomes non-compliant with the MPO requirement on or after January 1,
2013 shall be suspended from trading for a period of not more than six months (“Trading Suspension Period”)
and shall be delisted if it remains non-compliant after the Trading Suspension Period. Suspended or delisted shares
will not be traded on the PSE. In addition, the sale of shares of listed companies that do not maintain the MPO are

1 Section 13.01 of the Concession Agreement provides for the following events of default by NGCP: (a) revocation of
congressional franchise or other authority to operate; (b) cessation of eligibility to hold a congressional franchise or other
authority to operate a public utility; (c) occurrence of a change in control without PSALM’s written consent or breach of
equity retention; (d) default in making timely payment of any amount payable of the concession fee; (e) material default in the
observance or performance of any other covenant; (f) declaration by any party or parties to any material indebtedness to be
in default; (g) event of bankruptcy; (h) material misrepresentation or incorrect warranty; and (i) abandonment.
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not considered publicly listed for taxation purposes and should, therefore, be subject to capital gains tax and
documentary stamp tax.

Pursuant to the Share Swap, new Common Shares were issued to Mr. Henry T. Sy, Jr. (in exchange for his shares
in OneTaipan) and to Mr. Robert G. Coyiuto, Jr. (in exchange for his shares in Pacifica2l) upon the approval by
the Philippine SEC of the Issuer’s increase in authorized capital stock on May 28, 2021. As a result of the new
issuance of SGP Common Shares to the Principal Shareholders, the public ownership of SGP fell to 0.26%. See
“Description of the Issuer—History and Corporate Structure of SGP” on page 168.

On May 24, 2021, SGP requested the PSE to grant it a grace period of 12 months (commencing from the date its
public ownership falls below the required level or from May 28, 2021) within which to restore its required public
share ownership. The PSE suspended the trading of SGP’s Common Shares effective on May 31, 2021 and denied
the request on the ground that (a) the grace period under its Amended MPO Rule only refers to the extension of
the six-month period within which a listed company may restore compliance with the MPO requirement prior to
delisting, but does not allow extension of the period prior to imposition of a trading suspension; and (b) PSE
cannot allow the continued trading of shares after a company falls below the MPO requirement, as it would result
in an incongruous situation where shares listed and traded through the PSE are subject to capital gains tax and
documentary stamp tax instead of stock transaction tax (which is the tax payable on transfer of shares through the
PSE). On June 29, 2021, SGP appealed the denial on the basis that it was not requesting the lifting of the trading
suspension and reiterated its request for a 12-month period to restore its MPO to the level required by PSE. On
August 12, 2021, the PSE denied the appeal on the basis that granting the same is inconsistent with, and would
have the effect of extending, the period granted by the ERC in its Order dated May 14, 2021 for NGCP to
undertake an initial public offering as a mode of complying with the listing and public offering requirement under
the Franchise.

To address this, on August 25, 2021, SGP informed the PSE that this Offer is intended to comply with both the
PSE’s minimum public ownership requirement and the public offering and listing requirement under Section 8 of
NGCP’s Franchise. Likewise, NGCP informed the ERC on September 3, 2021, that it intends to comply with
Section 8 of the Franchise through the follow-on public offer and listing of the shares of SGP, a company listed
on the PSE that indirectly controls 60% of NGCP’s outstanding capital stock. See “—NGCP is subject to
significant and extensive Government regulation and supervision and its failure to obtain and maintain regulatory
licenses and permits could materially and adversely affect the Company’s business, results of operations, financial
condition and prospects” below and “Description of NGCP and the Business of NGCP—Legal Proceedings—
ERC Petition to Extend Period for the Listing of the Shares" on page 215 for further details of the regulatory
requirements.

The Issuer is required to maintain a minimum public ownership of 20%

Pursuant to PSE Circular No. 2020-0076, as a result of the Share Swap, the Issuer is required to maintain an MPO
of 20.0% of its total issued and outstanding shares. Listed companies that become non-compliant with the MPO
will be suspended from trading for a period of not more than six months and will automatically be delisted if it
remains non-compliant with the MPO requirement after the lapse of the suspension period. Suspended or delisted
shares will not be traded on the PSE. In addition, the sale of shares of listed companies that do not maintain the
MPO are not considered publicly listed for taxation purposes and should, therefore, be subjected to capital gains
tax and documentary stamp tax. See “The Philippine Stock Market—Amended Rule on Minimum Public
Ownership” on page 280.

In the event the Offer is not completed on time or by November 30, 2021, then SGP will be delisted from the PSE
and the value of the Shares may be affected and the ease by which the Shares may be traded may be restricted. To
address this concern, in the event the Offer cannot be completed before November 30, 2021 due to market
conditions or other factors beyond the control of the Issuer, the Issuer will request to PSE to grant an extension of
the deadline pursuant to Section 3(1) of the PSE’s Minimum Public Ownership Rule.

The Issuer is effectively jointly controlled by Mr. Henry T. Sy, Jr and Mr. Robert G. Coyiuto, Jr., and such
Principal Shareholders may exert substantial influence over the Group and their interests may not be
aligned with other shareholders

SGP is controlled by the Principal Shareholders. As of June 30, 2021, Mr. Sy and Mr. Coyiuto beneficially own

a total of approximately 99.7% of the issued share capital of the Issuer—Mr. Sy owns 49.93% of SGP and Mr.
Coyiuto owns 49.81% of SGP, while the remaining 0.26% is held by the public. Following the completion of the
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Offer, and assuming the Overallotment Option is fully exercised, the Principal Shareholders are expected to hold
at least 77.8% of the issued share capital of the Issuer and have effective joint control over the Issuer. See
“Principal and Selling Shareholders” and “Material Agreements—Joint Control Agreement.”

The Principal Shareholders are able to exercise significant influence over the Group by virtue of their collective
shareholdings in SGP and pursuant to their agreement to consult and confer with one another prior to exercising
their respective rights and taking any actions affecting the business, governance and operations of NGCP. See
“Material Agreements—Joint Control Agreement.” Such control may be exercised by the Principal Shareholders
through their voting rights at shareholders’ meetings, including in relation to overall strategic and investment
decisions, dividend plans, capital raisings, election of members of the Board of Directors, appointment of senior
officers and other significant corporate actions. Moreover, each of Mr. Sy and Mr. Coyiuto may have private
interests in other companies and while the respective businesses or activities of their companies do not directly
compete with the Issuer’s businesses or activities, there is no assurance that conflicts of interest will not arise in
the future. In addition, the interest of the Principal Shareholders as ultimate controlling shareholders of NGCP
may differ significantly from or compete with the interests of NGCP, or the interests of SGP’s other shareholders,
and there can be no assurance that the Principal Shareholders will not cause the Group or NGCP to take actions
that might differ from the interests of other shareholders. To address this, the Group, as a public company, has
established a corporate governance framework that is aligned with the rules prescribed by the Philippine SEC to
protect the interests of other shareholders. See “Directors and Management—Corporate Governance Framework”
on page 256.

The Issuer and the Group enter into transactions with related parties

In the ordinary course of business, SGP transacts with its related parties, including NGCP. These transactions
have principally consisted of lease agreements, insurance contracts, advances, loans, bank deposits,
reimbursement of expenses, management, and administrative service agreements.

While SGP believes that all past related party transactions have been conducted at arm’s length on commercially
reasonable terms, these transactions may involve conflicts of interest, which, although not contrary to law, may
be detrimental to SGP and NGCP.

To address this, SGP has instituted internal policies with respect to related party transactions and ensures that it
is compliant with the policies instituted on transactions involving related parties. Relevant related party
transactions are also discussed at the Related Party Committee or Audit and Risk Committees of the companies
who oversee such matters. See “Related Party Transactions” on page 263 of this Prospectus.

RISKS RELATING TO NGCP AND ITS OPERATIONS

NGCP is subject to significant and extensive Government regulation and supervision and its failure to
obtain and maintain regulatory licenses and permits could materially and adversely affect the Company’s
business, results of operations, financial condition and prospects

NGCP operates in a highly regulated environment and all aspects of its operations, from project implementation
to transmission charges and revenue structure are subject to extensive regulation by the Government.

On February 28, 2008, NGCP entered into a concession agreement (the “Concession Agreement”) with the
Power Sector Assets and Liabilities Management Corporation (“PSALM”) and the National Transmission
Corporation (“TRANSCQO”), granting NGCP the right to take over and operate TRANSCO’s transmission
business for a 25-year period commencing on January 15, 2009, renewable for another 25-year term. Under the
terms of the Concession Agreement, TRANSCO retained title and ownership over the transmission assets,
intellectual property rights, easements, rights of way and other real estate interests. On December 1, 2008, the
Philippine Congress enacted Republic Act No. 9511, granting NGCP a 50-year franchise or until December 19,
2058 to operate and maintain the Grid and related facilities, authority to engage in ancillary business and any
related business which maximizes the utilization of its assets and the right of eminent domain necessary to
construct, expand, maintain and operate the Grid.

Under the Franchise, NGCP is required to list and make a public offering of at least 20% of its outstanding capital
stock within 10 years from the start of operations (or by January 2019). NGCP requested for an extension to
comply with this requirement in view of market conditions, among others. In an order by the ERC promulgated
on May 14, 2021, the ERC directed NGCP to complete its compliance with the public offering requirement within
six months or by November 14, 2021. Failure to comply may subject the Franchise to revocation, and there can
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be no assurance that any further extension to comply with this requirement will be granted. However, NGCP filed
a Motion for Clarification (of the Order dated May 14, 2021), praying for the ERC to clarify the relevant part of
the dispositive portion of the May 14, 2021 Order, and thereby confirm that NGCP can comply with the listing
and public offering requirement under the Franchise under the alternative mode of compliance under Section 8 of
the Franchise, which provides that “the listing on the [Philippine Stock Exchange] of any company which directly
or indirectly owns or controls at least 30% of the outstanding shares of stock of NGCP shall be considered full
compliance with this listing requirement.” NGCP believes that this alternative mode of compliance can be
achieved through the share swap and through this Offer, which is a follow-on offering of 20% of SGP’s shares.

In an Order dated August 11, 2021 (which NGCP received on August 20, 2021), the ERC resolved the Motion for
Clarification stating that “NGCP can undertake public listing or in substitution submit proof of the listing of any
company in the PSE which owns or controls at least 30% of its outstanding capital stock.” The Order dated August
11, 2021 stated, among other things, that: (i) “NGCP’s compliance with dispersal of ownership requirement will
be determined based on Section 8 of R.A. No. 9511”; (ii) the ERC Order (dated May 14, 2021) “should not be
taken as [dis]allowing or prohibiting any mode of ownership dispersal allowed under the law to be undertaken by
NGCP”; and (iii) the six-month period provided in the ERC Order remains the same, “thus, the 14 November
2021 deadline set forth in the [ERC Order] is maintained.” On August 25, 2021, SGP informed the PSE that its
follow-on offering is intended to comply with both the PSE’s minimum public ownership requirement and the
public offering and listing requirement under Section 8 of NGCP’s Franchise. Likewise, NGCP informed the ERC
on September 3, 2021, that it intends to comply with Section 8 of the Franchise through the follow-on public offer
and listing of the shares of SGP, a company listed on the PSE that indirectly controls 60% of NGCP’s outstanding
capital stock. NGCP may be subject to fines or penalties, or its franchise may be subject to revocation, in either
case after due notice and hearing, if it fails to comply with Section 8 of the Franchise and the ERC Order of May
14, 2021, as clarified by the ERC Order of August 11, 2021.

However, NGCP’s franchise may only be revoked by an act of Congress or a petition for quo warranto under Rule
66 of the Rules of Court. A revocation of NGCP’s franchise for violation of the public offering requirement will
constitute a default under the Concession Agreement. PSALM may terminate the Concession Agreement in case
of continuing default by delivering a termination notice to NGCP and acquiring NGCP’s business; and/or (ii)
draw on the performance security in an amount equal to 2% of the concession fee.

On the termination date, all transaction documents relating to the Concession Agreement shall automatically
terminate without prejudice to any accrued rights and any obligations. PSALM or its nominee shall take over
NGCP’s business as a going concern. PSALM or its nominee shall be entitled to eject NGCP from, and take
possession of, any or all of the transmission assets (which include the transmission grid, sub-transmission assets,
and all buildings, civil works and establishment, plant, machinery, equipment, tools and spare parts used in
carrying on the transmission business), and all new projects for the improvement or expansion of the transmission
assets then under construction, but without specifically mentioning lands acquired by NGCP after the Concession
Agreement.

PSALM or its nominee shall be entitled to purchase any or all of the related businesses of NGCP (or those which
maximize the utilization of the transmission assets). Where the related businesses are not acquired by PSALM,
PSALM and TRANSCO shall grant to NGCP, subject to the payment of a fee by NGCP and subject to such other
terms and conditions as PSALM may require, reasonable rights of access to the transmission assets to enable
NGCP to operate or dispose of such related businesses. PSALM shall pay NGCP a recovery payment after taking
over NGCP’s business. The recovery payment is the compensation that PSALM’s pays to NGCP for the value of
the latter’s business calculated in accordance with the formula set out in the Concession Agreement.

Recovery payment in case of termination of the Concession Agreement due to NGCP’s default shall consist of
the sum of: (i) the net present value as of the termination date of the Concession Agreement (“TD”) of the estimate
future net cash flows of NGCP (“Net Cash Flows”) from TD up to full term expiration date (or the 25%
anniversary of the commencement date of the concession or “FTD”), (ii) net present value as at TD of the universal
charge to NGCP (“Net Universal Charge”) (which includes initial regulatory asset base and total capital
expenditure of NGCP as commencement date less depreciation) as of FTD, (iii) net value of the NGCP’s cash,
accounts receivable and other current assets less the value of its accounts payable and other current liabilities on
TD, and (iv) fair market value as of TD of any related businesses acquired by PSALM, reduced by: (x) outstanding
amount of deferred payments plus accrued interest, (y) reasonable, documented transaction costs of PSALM in
connection with determination of the recovery payment; and (z) 10% of (Net Cash Flows + Net Universal Charge).
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NGCP is authorized to transmit power in the Philippines pursuant to the Concession Agreement, the Franchise
and various Government regulations. The Franchise, Concession Agreement, licenses and permits are subject to
review, interpretation, modification or termination by the relevant authorities and these may not be renewed on
terms commercially acceptable to NGCP, or at all. The relevant government authorities have ultimate discretion
over whether licenses or permits will be granted or revoked. The issuance of licenses and permits may also be
delayed as a result of restrictions on movement imposed by the Government, such as during community quarantine
periods in the course of the COVID-19 pandemic. Any loss or failure to renew, obtain and maintain the Franchise,
Concession Agreement, licenses and permits or comply with the terms and conditions of the Franchise,
Concession Agreement, licenses and permits, may delay the Company’s development and expansions plans,
expose it to sanctions or require it to cease providing services and operating the Grid, any of which could
materially and adversely affect NGCP’s business, results of operations, financial condition and prospects.
Moreover, in the event the Concession Agreement is not renewed, NGCP would lose its authority to operate the
Grid, which would materially and adversely affect the Group’s business, results of operations, financial condition
and prospects.

In addition, the Franchise is exposed to political and reputational risks and NGCP is subject to Government
inquiries and similar actions from time to time. Moreover, failure to meet the performance standards or non-
compliance with the mandates specified in the EPIRA and the Concession Agreement, ERC resolutions and other
Government policies may result in penalties and other administrative fines, impact the determination of MAR,
and compromise the Franchise and concession to operate the Grid, which could materially and adversely affect
the Group’s business, results of operations, financial condition and prospects.

See “Regulatory and Environmental Matters” on page 222 and “Description of Permits and Licenses” on page
217 for further information on compliance with regulation. NGCP intends to continue to comply with regulations,
closely coordinate and communicate with its regulators and collaborate with key stakeholders.

NGCP may incur fines or penalties, or its franchise may be revoked and the Concession Agreement
terminated, if it fails to comply with the public offering requirement under its franchise by November 14,
2021

In an order by the ERC promulgated on May 14, 2021, as clarified by ERC’s Order of August 11, 2021, the ERC
directed NGCP to complete its compliance with the public offering requirement under Section 8 of the Franchise
within six months or by November 14, 2021. NGCP may be subject to fines or penalties, or the Franchise may be
subject to revocation, in either case after due notice and hearing, if it fails to comply with the public offering
requirement within such period.

A revocation of the Franchise for violation of the public offering requirement will constitute a default under the
Concession Agreement. PSALM may terminate the Concession Agreement in case of continuing default by
delivering a termination notice to NGCP and acquiring NGCP’s business; and/or (ii) draw on the performance
security in an amount equal to 2% of the concession fee.

NGCP believes that the Offer can be completed by November 14, 2021 based on the expected timetable set out
in the Summary of the Offer. If there is delay and the Offer is not completed by November 14, 2021, NGCP may
file a motion with the ERC to seek an extension of such deadline on the ground that key milestones of the Offer
have been reached and the SEC has favorably considered the registration statement filed by SGP for the Offer,
subject to submission of certain documents and compliance by SGP with certain conditions as stated in the SEC
pre-effective letter. However, there can be no assurance that ERC will grant any further extension to comply with
the public offering requirement.

The success of NGCP depends, in part, on factors beyond its control

The success of NGCP is partly dependent on factors beyond its control. The following factors beyond NGCP’s
control may unfavorably impact its business and results of operations:

. changes in regulation and actions of regulatory bodies, particularly the ERC and DOE;

o expiration, termination or revocation of significant contracts and concessions, including the Concession
Agreement and the Franchise;

. control of NGCP’s operating costs and expenses;

. review and adjustment of transmission services charges under the Rules for Setting Transmission

Wheeling Rates (“RTWR?”);
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. decreases in the availability and demand for power in the Philippines;

. increases of capital costs;

. NGCP’s ability to build or expand the Grid within anticipated costs and in a timely manner;

. opposition to power infrastructure development, particularly in environmentally sensitive areas;

. difficulties obtaining the necessary rights of way, easements, and other land rights, particularly in areas
where there in ongoing political or civil unrest such as in areas in Mindanao, for expansion projects;

. adverse general economic conditions;

. adverse future weather conditions; and

. relations with the communities in the areas where NGCP operates or expects to develop power

transmission facilities.

These and other factors could materially adversely affect the Company’s business, results of operations, financial
condition and prospects. NGCP closely monitors and adopts the necessary financial, operational and other controls
and policies within the context of the prevailing business, economic, and political environment to address these
concerns. See “Description of NGCP and the Business of NGCP” on page 174.

NGCP is subject to regulations covering the setting of transmission rates to be charged its customers

The ERC, as NGCP’s primary regulator, has the role of establishing and enforcing rules and regulations that would
promote performance standards, efficiency of operation, implementation of reasonable and non-discriminatory
rates while allowing the viable and sustainable operations of the transmission business. Consistent with these
mandates under the law, the ERC established the methodology for setting transmission wheeling rates as embodied
in the Transmission Wheeling Rates Guidelines, which has been revised as the RTWR. This set of rules govern
the implementation of Performance-Based Regulation (“PBR”) for the transmission business. All transmission
charges imposed by NGCP to transmission customers require the prior approval of the ERC.

The RTWR provides for PBR using a revenue cap to regulate the MAR that the regulated entity can earn and to
determine the maximum rates that may be charged by the regulated entity to its customers for the provision of
regulated transmission services. The RTWR also allows the regulated entity to recover the reasonable cost it incurs
in providing efficient sub-transmission services to its transmission customers while clearly making a distinction
between recovery for regulated transmission services and excluded services. The RTWR also allows the regulated
entity to recover pass-through charges in addition to the MAR (such as force majeure pass-through charges)
subject to certain requirements and conditions as specified in the rules. To complement this, the Open Access
Transmission Services Rules (the “OATS Rules”) were formulated to establish the methodology covering the
translation of approved revenue into rates that the regulated entity imposes on transmission customers.

Pursuant to the provisions of both the RTWR and the OATS Rules, NGCP undertakes the filing of applications,
submission of compliance documents and comments, and participates in regulatory proceedings with the ERC,
covering, among others, regulatory reset applications, MAR and net performance incentive applications, force
majeure event claim applications, and connection charges and residual sub-transmission charges, and capital
expenditure applications.

Thus, revenue for a specific time period (the “Regulatory Period”) is determined by a revenue-setting process
known as the regulatory reset process (“Regulatory Reset Process”). During the Regulatory Reset Process,
NGCP set out its proposed investment plans and revenues for the relevant Regulatory Period for the ERC’s
approval.

Each Regulatory Period covers five years, and the Regulatory Reset Process involves several submissions to the
ERC over the course of around two years. For the 4th Regulatory Reset Process covering 2016 to 2020, NGCP
initiated the process in February 2014. In spite of the preliminary activities that were undertaken, the 4th
Regulatory Reset Process was not concluded. Thus, in the absence of price and control arrangements, NGCP was
constrained to take alternative regulatory measures, and the ERC, in its Order dated December 19, 2016,
provisionally granted authority to implement the 2016 interim MAR (“2016 iMAR”) to guide NGCP in the rate-
setting process. The 2016 iIMAR of P43,789 million was billed by NGCP for each of the years 2016 to 2019.
While the ERC has yet to commence the regulatory revenue setting for the 5th Regulatory Period, NGCP filed for
2020 interim MAR (“2020 iMAR”). On February 13, 2020, the ERC approved provisionally the 2020 iMAR
amounting to 47,051 million, which would be subject to adjustment in the next rate-setting process. In an Order
dated July 28, 2020, the ERC suspended theimplementationof the February 13, 2020 Order on the basis that
there was a need to reassess the supply and demand assumptions in the light of economic disruptions
brought about by the COVID-19 pandemic. On October 1, 2021, NGCP filed a Reiteratory Motion for
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Implementation of the 2020 IMAR with the ERC where it reiterated its request to (1) lift the July 28, 2020 Order
on the ground that there has been a significant recovery and increase in demand and energy consumption since
that Order was issued; (2) allow NGCP to recover the deferred 2020 iMAR on top of the current IMAR and iIMAR
for 2022, to be implemented starting October 2021 to March 2022 billing period; (3) allow NGCP to recover the
unbilled 2021 iIMAR on top of the IMAR for 2022, to be implemented from April 2022 to December 2022; and
(4) confirm that the approved 2020 iMAR level of 247,051 million be implemented continuously until a new
MAR is issued, or until the issuance of the final determination for the succeeding regulatory period, whichever is
earlier.

Following the regulatory timeline, the 5th Regulatory Reset Process should have commenced in February 20109.
While there has been a delay in the commencement of the reset process, the ERC has started the following
activities that are related to a revenue reset review in the first quarter of 2021:

. Actual Performance of NGCP for Years 2016-2018;

. Compliance of NGCP’s technical operations;

. Historical/Actual Operating and Capital Expenditures;

. Roll Forward Regulatory Asset Base for the 5th Regulatory Period; and
. Proposed Amendments to the OATS Rules and ASPP.

In view of the ERC’s power to approve transmission charges and capital expenditures, NGCP’s profitability,
financial operations and results of operations could be adversely affected if the ERC does not approve NGCP’s
application or request for provisional authority in time, or at all, or if the ERC sets rates that would not provide a
meaningful return for the Company or its shareholders. Further, NGCP’s profitability, financial operations, and
results of operations could be adversely affected if its MAR is reduced due to changes in the components use in
the calculation of such amount, including any decrease in the NGCP’s WACC.

NGCP judiciously undertakes the filing of applications, submission of compliance reports and comments and
participates in regulatory proceedings, including actively participating in those proceedings that would set
precedents on cases that impact both the transmission business and rates that NGCP bills to its customers. See
“Description of NGCP and the Business of NGCP—Overview of Regulatory Framework—Rate Setting and the
Regulatory Reset Process” for further details and the steps taken in relation to the Fifth Regulatory Period on page
193.

The applicable MAR for each concluded Regulatory Period is subject to review and adjustments

During a Regulatory Reset Process, the amount for the blocks that build the maximum revenue are determined.
During the same Regulatory Reset Process, the ERC reviews and evaluates the expenditure performance of NGCP
for the just concluded Regulatory Period. Capital and operating expenditure underperformance are scrutinized for
prudency and subject to adjustments and possible clawback. For example, to the extent capital or operating
expenditure may have been already billed to NGCP’s customers and such amounts are determined by the ERC to
be inconsistent with the expenditure allowance, there may be a clawback. This process of clawback is defined in
the Net Efficiency Adjustment of the RTWR. For example, there was a net negative Net Efficiency Adjustment
of $6,635.37 million (in respect of performance for the concluded 2nd Regulatory Period), which clawback was
included in NGCP’s ARR covering the 3rd Regulatory Period (2011-2015). For the 4th Regulatory Period, NGCP
believes that a clawback should not arise as there has been no approved level of capital and operating expenditures
which shall serve as the benchmark for the prudency review considering that there was no revenue reset
undertaken.

NGCP’s financial condition and results of operations could be adversely affected if the ERC’s review of NGCP’s
expenditures for a concluded Regulatory Period results in clawbacks or other adjustments. NGCP closely
coordinates and communicates with the ERC before, during and after each Regulatory Period to address any
queries. See “Description of NGCP and the Business of NGCP—Overview of Regulatory Framework—Rate
Setting and the Regulatory Reset Process” on page 191.

The COVID-19 pandemic has caused interruptions, negatively impacted global and regional economic
growth and may adversely affect the Company. Further, the continuing impacts of the COVID-19
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pandemic are highly unpredictable and uncertain and has caused and will continue to cause disruptions in
the Philippine and global economy and financial markets

COVID-19, an infectious disease that was first reported to have been transmitted to humans in late 2019, has
spread globally over the course of 2020. On January 30, 2020, the World Health Organization (“WHQO”) declared
the COVID-19 outbreak a Public Health Emergency of International Concern, and subsequently, a pandemic on
March 11, 2020. In response to the pandemic, on March 12, 2020, the Philippine government placed Metro Manila
under “community quarantine” starting on March 15, 2020, which, among others, restricted traveling through
land, domestic air, and domestic sea from Metro Manila. On the second day of the implementation of the said
community quarantine, the Philippine government declared a Luzon-wide “enhanced community quarantine”
(“ECQ”) to arrest the continuing effect of the disease. The enhanced community quarantine mandated the
temporary closure of all public and private offices, non-essential shops and businesses, prohibited mass gatherings
and all means of public transportation, and restricted traveling through air, sea and land in and out of Luzon,
except for diplomats and uniformed workers (carrying medical supplies), among others. In line with this, private
establishments providing basic necessities, essential services and such other activities related to food and medicine
were allowed to continue operations. On April 7, 2020, the Philippine government extended the ECQ period until
April 30, 2020, which was further extended to May 15, 2020. After the ECQ was lifted in certain areas, a modified
ECQ (“MECQ?”), general community quarantine, (“GCQ”) or modified GCQ (“MGCQ”) was implemented. The
graduated lockdown schemes from ECQ, MECQ and GCQ, and MGCQ impose varying degrees of restrictions
on travel and business operations in the Philippines. The Government continues to calibrate the imposition of
lockdown or community quarantine measures across the country depending on the situation in specific localities.
On March 27, 2021, following a spike in COVID-19 cases, the Government placed Metro Manila and certain
neighboring provinces under ECQ from March 29, 2021 until April 11, 2021. On April 11, 2021, the Government
announced that Metro Manila and certain neighboring provinces would shift to MECQ starting April 12, 2021
until April 30, 2021, which was extended through May 15, 2021. On May 13, 2021, the Government announced
that Metro Manila and adjacent provinces would shift to GCQ with heightened restrictions until the end of May,
which was later extended until the end of June. On July 22, 2021, the Government announced that the entire NCR
and certain provinces would be subject to GCQ with heightened restrictions beginning July 23, 2021 until July
31, 2021. On July 29, 2021, the Government announced that NCR will be escalated to the ECQ scheme beginning
August 6, 2021 until August 20, 2021, while certain provinces will shift to MECQ, following the spike of new
‘Delta’ variant cases of COVID-19. On September 13, 2021, the IATF has approved the guidelines for a new
Alert Level and Granular System to be implemented starting September 16, 2021. This new system shall replace
the previous quarantine classifications comprised of ECQ, MECQ, GCQ and MGCQ. Under the new guidelines,
the quarantine classifications are composed of five Alert Levels that would determine the activities allowed in
cities and/or municipalities. The alert level scheme is characterized as a more relaxed quarantine classification
system considering that certain establishments are allowed to operate in limited capacities, age mobility
restrictions are imposed, and certain privileges are granted to fully-vaccinated people. The new guidelines also
authorize the city and municipal mayors to impose granular lockdowns with respect to their component barangays,
including streets, villages, condominiums and other smaller specific areas in a city or town, which are tagged as
critical zones or high-risk for COVID-19 by the local government unit.

As of the date of this Prospectus, Metro Manila is under Alert Level 4 until October 15, 2021, subject to further
extensions, with other regions under varying levels of quarantine restrictions.

On September 11, 2020, President Rodrigo Duterte signed into law Republic Act No. 11494, otherwise known as
“Bayanihan to Recover as One Act” (“Bayanihan 11”), which extends the emergency powers of the President
granted by its predecessor law, Republic Act No. 11469, otherwise known as the “Bayanihan to Heal as One Act”
which ceased to be effective on June 25, 2020. Section 4 of the Bayanihan Il authorizes the President to exercise
powers necessary and proper to undertake and implement COVID-19 response and recovery measures such as
directing institutions providing electric, water, telecommunications, and other similar utilities to implement a
minimum 30-day grace period for the payment of utilities falling due within the period of ECQ or MECQ, without
incurring interests, penalties, and other charges; provided that after the grace period, unpaid residential; micro-,
small and medium-sized enterprises; and cooperative utility bills may be settled on a staggered basis payable in
not less than three monthly instaliments, subject to the procedural requirements of the concerned regulatory
agencies in the imposition of such installment plan without interests, penalties and other charges. In case of the
electric power sector, the minimum 30-day grace period and staggered payment without interests, penalties and
other charges will apply to all payments due within the period of community quarantine in the entire electric
power value chain to include generation companies, transmission utility and distribution utilities.
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On October 29, 2020, the ERC issued an advisory implementing the provisions of Bayanihan Il. Under the
advisory, distribution utilities are directed not to implement any disconnection on account of non-payment of bills
until December 31, 2020 for consumers with monthly consumption not higher than twice the ERC approved
maximum lifeline consumption level. For all other customers, distribution utilities and retail electricity suppliers
were directed to implement a minimum of 30-day grace period on all payments falling due within the period of
ECQ and MECQ without incurring interests, penalties, and other charges. Any unpaid balance after the lapse of
the 30-day grace period shall be payable in three equal monthly installments, without incurring interests, penalties,
and other charges. Generation companies, PSALM, NPC, TRANSCO, NGCP, independent power producers,
IPPAs, and WESM were likewise directed to extend the same no disconnection policy, 30-day grace period, and
staggered payment to distribution utilities, retail electricity suppliers and other customers.

The COVID-19 pandemic triggered unprecedented quarantine restrictions locally and across the globe causing
massive disruptions in business activities and economies. NGCP’s immediate focus was to maintain the reliability
of the transmission grid and power delivery while complying with government advisories on overall safety of its
people and customers. The pandemic’s impact on people and transport mobility resulted in operational setbacks
in project completion and the incurrence of additional costs to comply with safety and health protocols for the
prevention and control of COVID-19. NGCP has maintained a stable financial position during this crisis, even
donating 1.0 Billion to the Government to aid its continuing efforts to help people and communities.

Despite the measures taken by the Government, the generation, transmission and distribution of electricity are
considered essential activities, and thus NGCP continues to conduct its business and operations. Nevertheless,
travel restrictions imposed in the course of the pandemic have affected the entry to the country of foreign technical
experts needed during test and commissioning of transmission projects. In addition, mobilizing personnel,
obtaining permits, progressing right-of-way and other expropriation proceedings have been affected by the various
community quarantines, resulting in delays in projects.

Moving forward, despite uncertainties and factors beyond its control, the Company remains focused on managing
its financial resources enabling it to operate business as usual under COVID-19 conditions. These factors and
uncertainties include, but are not limited to:

. the severity and duration of the pandemic, including whether there is a subsequent “wave” or other
additional periods of increases or spikes in the number of COVID-19 cases in future periods in areas in
which NGCP operates;

. the duration and degree of governmental, business or other actions in response to the pandemic, including
but not limited to quarantine, stay-at-home or other lockdown measures as well as measures taken by
regulators;

. restrictions on operations, including complete or partial closure of offices, plants and other facilities;

. economic measures, fiscal policy changes, or additional measures that have not yet been effected,

. the health of, and effect of the pandemic on, personnel and the ability to maintain staffing needs to
effectively operate power transmission assets and the Grid;

. evolving macroeconomic factors, including general economic uncertainty, unemployment rates, and
recessionary pressures;

. impacts—financial, operational or otherwise—on suppliers and third party contractors, particularly for
ongoing maintenance and construction of certain transmission projects and other assets;

. volatility in the credit and financial markets during and after the pandemic;

. the impact of any litigation or claims from customers, suppliers, regulators or other third parties relating
to COVID-19 or NGCP’s actions in response thereto;

o the pace of recovery when the pandemic subsides; and

o the long-term impact of the pandemic on the Company’s business and operations.

The above factors and uncertainties, or others of which the Group is not currently aware, may result in adverse
impacts to the Company’s business, results of operations, cash flows, and financial condition due to, among other
factors:

. further delays to expansion of the Grid and maintenance projects, and the timing of the completion of
such projects;
. suppliers or contractors claiming force majeure events under their contracts and sharing of additional

costs caused by the delay or disruption due to COVID-19 and related Government restrictions;
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. delays or inability to access equipment or the availability of personnel to perform planned and unplanned
maintenance, which can, in turn, lead to disruption in operations;

. power outages at generation companies (due to maintenance or power plant component failure) resulting
in limited generation capacity during system peak load conditions;

. further destabilization of the markets and decline in business activity negatively impacting customers’
ability to pay for services when due or at all;

. decline in business activity causing customers to experience declining revenues and liquidity difficulties
that impede their ability to pay for services;

. government moratoriums or other regulatory or legislative actions that limit changes in pricing, delay or

suspend customers’ payment obligations. For example, the ERC allowed certain customers to defer
payments of their electric bills due during the ECQ period and amortize such payments over a period of
up to four months. NGCP also granted customers’ requests for the restructuring of their accounts beyond
the required four-month period, especially those experiencing extreme financial difficulties;

. delay or inability to receive the necessary permits for development projects due to delays or shutdowns
of government operations;

. increased volatility in foreign exchange and commodity markets;

. deterioration of economic conditions, demand and other related factors; and

. delay or inability in obtaining regulatory actions and outcomes that could be material to the Company’s
business.

The extent to which the COVID-19 pandemic will continue to impact the Group will depend on future
developments, including the timeliness and effectiveness of actions taken or not taken to contain and mitigate the
effects of COVID-19, both in the Philippines and internationally by governments, central banks, healthcare
providers, health system participants, other businesses and individuals, which are highly uncertain and cannot be
predicted. To the extent the COVID-19 pandemic adversely affects the Company’s business and financial results,
it may also have the effect of heightening many of the other risks described in this Prospectus.

See “Description of NGCP and the Business of NGCP—Impact of the COVID-19” beginning on page 176
describing the operations of NGCP in the course of the COVID-19 pandemic and measures it has taken to address
the pandemic. As NGCP provides an essential service, its day-to-day operations have not been significantly
affected and it has been able to maintain a stable financial position. The Company remains focused on managing
its financial resources enabling it to operate under COVID-19 conditions and has implemented various initiatives
to protect the workplace, stakeholders, facilities and communities.

The expansion and improvement of power transmission infrastructure subjects NGCP to construction and
other risks that may adversely affect the Company’s financial condition and results of operations

The Company continues to expand and improve the Grid by constructing additional facilities and/or maintaining,
upgrading, replacing or expanding existing infrastructure. Construction of these facilities and/or expanding
existing infrastructure is subject to various regulatory, developmental and operational risks, including:

. potential changes to national and local statutes and regulations, including environmental requirements
that prevent a project from proceeding, increase the anticipated cost of an expansion project or delay its
implementation;

. impediments to the ability to acquire rights-of-way, easements or land rights on a timely basis or within
anticipated costs;
. the ability to construct projects within anticipated costs, including the risk that the Company may incur

cost overruns resulting from inflation or increased costs of equipment, materials, labor, or other factors
beyond its control, that may be material,

. the possibility that anticipated future growth in power supply may not materialize;

. the possibility that municipal authorities could impose fines or penalties related to the construction of
additional facilities or the expansion of existing facilities or temporarily suspend such construction or
expansion;

. the lack of transmission or through-put commitments that result in write-offs of development costs;

. adverse decisions or delays of the ERC with respect to capital expenditure approvals or any future rate
review or adjustment applicable to the Company;

. disputes with contractors;

. accidents involving employees or other third parties;

. potential criminal activity such as theft or other malfeasance at construction sites; and
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. other delays or increased costs as a consequence of the effects of COVID-19 and the government
measures taken as a response to it.

Any of these risks could prevent a project from proceeding, delay its completion or increase its anticipated costs.
As a result, new facilities and/or expansion of existing infrastructure may not achieve the expected investment
return, which could adversely affect the Company’s financial condition or results of operations.

See “Description of NGCP and the Business of NGCP” beginning on page 174 describing NGCP’s track record
of development and execution, power of eminent domain and its suppliers. Suppliers are subject to an accreditation
process which is periodically reviewed, and failure to adhere to its policies could result in removal from its list of
accredited vendors.

NGCP faces challenges in successfully implementing its growth strategy

Implementing the Company’s growth strategy involves substantial investments in expanding the Grid, increasing
substation capacity and replacing or upgrading existing assets. In particular, in accordance with the Transmission
Development Plan, NGCP has a robust project pipeline from 2021 through 2040.

NGCP’s success in implementing its strategy will depend on, among other things, the ability to identify and assess
growth opportunities as well as potential partners, the ability to successfully finance, close and integrate
investments and relevant technologies for the transmission of power, the ability to manage construction of planned
projects within technical, cost and timing specifications, the ability to control costs and maintain sufficient
operational, financial and internal controls, the strength of the Philippine economy (including overall growth and
income levels), the growth of the relevant target markets, and the overall levels of business activity in the
Philippines.

NGCP may also require additional capital to fund any expansion project. If NGCP fails to generate sufficient
funds in the future, it may have to delay or abandon potential expansion projects. Also, a potential expansion may
cost more than planned to complete and such excess cost may not be recoverable. The inability to recover any
such costs or expenditures may affect the Company’s financial condition.

In addition, significant portions of NGCP’s facilities are located on properties over or through which it has
acquired or will have to acquire rights of way pursuant to easements and other types of agreements. Any successful
challenge to such rights may adversely affect the Company’s operations.

Although NGCP has the right to obtain easements and rights of way and believe that all easements and rights of
way were obtained and entered into in material compliance with applicable laws, legal challenges may be brought
with respect to the form of documenting such rights of way with the relevant registries, or with respect to the
content or priority of such rights, or with compliance with the terms of such easements and agreements, or to
claim compensation for damages caused to private property. Any such legal challenge may have an impact on the
Company’s cash flows, financial condition and results of operations.

Any delays or failure to implement grid expansion projects to accommodate the continuously increasing load and
the entry of new power plants, including renewable energy generation, could result in the risk of load curtailment
and congestion in the Grid. Such load curtailment or congestion in the Grid could also adversely affect NGCP’s
ability to support the increased renewable energy generation mix in the Grid. Operational measures such as special
grid protection schemes may be implemented to alleviate grid limitations pending the completion of transmission
projects. NGCP has also obtained government support under the Energy Virtual One Stop Shop (EVOSS) Law,
which primarily aims to streamline the permitting process for power projects including NGCP’s transmission
expansion and development. Moreover, given the increasing difficulty in securing right-of-way, NGCP files its
capital expenditure applications earlier, in order to have a longer lead time for the construction of projects needed
by the Grid. In the event that such measures are not effective, the ability of the Grid to accommodate increasing
load requirements could be adversely affected.

NGCP’s growth strategy will also place significant demands on its management, financial and other resources. In
particular, continued expansion will increase the challenges for financial and technical management, recruitment,
training and retention of sufficient skilled technical and management personnel and developing and improving
the Company’s internal administrative infrastructure. Any inability to meet these challenges could disrupt the
Company’s business and adversely affect its results of operations and financial condition. See also “—The
expansion and improvement of power transmission infrastructure subjects NGCP to construction and other risks
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that may adversely affect the Company’s financial condition and results of operations.” For further details on the
Group’s capital expenditures, see “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Liquidity and Capital Resources—Capital Expenditures” on page 119. See also “Description of
NGCP and the Business of NGCP—Strengths and Strategies” beginning on page 178 describing NGCP’s
strategies and how these will be implemented, NGCP’s strengths including its track record of development and
execution and NGCP’s power of eminent domain.

Continued compliance with, and any changes in, safety, health and environmental laws and regulations
may adversely affect the Company’s results of operations and financial condition

In addition to the Franchise and the Concession Agreement, the operations of NGCP’s power transmission
facilities are subject to a number of national and local laws and regulations, including safety, health and
environmental laws and regulations and the Company must obtain various licenses, permits and approvals,
particularly from the ERC and the DOE, for the conduct of the Company’s business. See “Regulatory and
Environmental Matters.”

These laws and regulations impose controls on air and water discharges, on the storage, handling, discharge and
disposal of waste, location of facilities, employee exposure to hazardous substances, site clean-up, groundwater
quality and availability, and plant and wildlife protection. Failure to comply with relevant laws and regulations
may result in monetary penalties or administrative or legal proceedings against NGCP and the Group, which may
cause or result in the termination or suspension of the licenses or operation of facilities. For example, any project
that could be expected to have a significant impact to the quality of the environment is subject to the Philippine
Environment Impact Study system, for which an Environmental Compliance Certificate (“ECC”) would need to
be obtained from the Philippine Department of Environment and Natural Resources (“DENR”), before the project
can proceed. See “Regulatory and Environmental Matters—Environmental Laws.”

The Company has incurred, and expects to continue to incur, operating costs to comply with such laws and
regulations. In addition, the Company has made, and expects to continue to make, capital expenditures on an
ongoing basis to comply with safety, health, and environmental laws and regulations.

While NGCP believes that it has materially complied with all applicable laws, rules and regulations, there can be
no assurance that it will be able to remain in compliance with applicable laws and regulations or will not become
involved in future litigation or other proceedings or be held liable in any future litigation or proceedings relating
to safety, health and environmental matters, the costs of which could be material. In addition, safety, health and
environmental laws and regulations in the Philippines have become increasingly stringent and non-compliance or
the non-renewal of permits and licenses could result in the suspension of the Company’s operations.

If NGCP fails to comply with all applicable regulations or the regulations governing its business, NGCP may
incur increased costs or be subject to penalties, which could disrupt its operations and have a material adverse
effect on the Company’s business, financial condition and results of operations. See “Description of NGCP and
the Business of NGCP —Strengths and Strategies—Commit to the highest standards of sustainable development
and social responsibilities” on page 184 and —Environment, Social Governance and Sustainability Initiatives—
Compliance with Environmental Laws” on page 203 for further details on the Company’s commitment to
sustainable development and compliance with environmental laws to address these concerns.

The operations of NGCP are subject to operational hazards, force majeure and uninsured risks

The operations of the Company are subject to the inherent risks normally associated with the power transmission
industry, including equipment failures, explosions, pollution, electrocution, releases of toxic substances, fires,
force majeure and catastrophic events including fires, explosions, earthquakes, volcanic eruptions, floods and
terrorist acts, vandalism, theft and other hazards, each of which could result in damage to or destruction of its
facilities or injuries to persons and damage to property. These include:

. breakdown or failure of transmission lines or other equipment or processes, leading to unplanned outages,
suspension of operations, and operational issues;

performance below expected levels of output or efficiency;

industrial actions affecting NGCP or counterparties;

pollution or environmental contamination affecting the operation of power transmission assets;

planned and unplanned power outages due to maintenance, expansion and refurbishment; and

injuries and loss of life.
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Historically, tropical cyclones have posed the most serious threat to NGCP’s operations due to the frequent impact
of typhoons (sustained winds of at least 118 kph) experienced annually in the country. The impact of a tropical
cyclone on the Company’s transmission systems varies depending on the category. On average, the Philippines
experiences 20 tropical cyclones per year, causing flash floods, storm surges, and landslides. The strongest tropical
cyclone recorded to have made landfall in the country, had winds of up to 195 mph (312 kph).

In 2013, Typhoon Yolanda inflicted serious damage to NGCP’s facilities toppling 248 tower and 376 poles, and
seriously damaging seven substations, which interrupted the provision of transmission services in the Visayas
Grid. In response to the damage caused by Typhoon Yolanda, NGCP has since upgraded the design of its
transmission towers to withstand winds of up to 300 kph. NGCP has also developed its Integrated Disaster Action
Plan which covers the four phases of disaster continuum: mitigation, preparedness, response, and recovery to
address these risks. See “Description of NGCP and the Business of NGCP—Disaster Recovery Plan and Business
Continuity” on page 204.

In the course of implementing transmission projects, there have been safety incidents at construction sites resulting
in injury of contractor’s personnel and in some cases, third party injuries. Leading measures such as safety
passporting, safety orientation/inspection, and job hazard analysis are in place to mitigate these incidents.

In communities near existing transmission lines, there were cases of electrocution due to unauthorized activities
inside right-of-way such as cutting of trees and construction activities. NGCP has responded to these incidents by
issuing notice of electrocution hazards to occupant of structures near high voltage lines, installation of warning
signages, and public information campaign.

As part of its initiatives to help ensure not only the uninterrupted conveyance of electricity through power lines,
but also to prevent electrocution incidents caused by breach of electrical clearance, NGCP lobbied for the
enactment of Republic Act No. 11361 or the “Ant-Obstruction of Power Lines Act of 2019.” The law imposes
strict measures to keep the land beneath, the air spaces surrounding, and the area traversed by power lines, clear
of dangerous obstructions. Under this law, NGCP has the right to prevent and remove any obstruction within the
power line corridor (i.e., NGCP is authorized to remove or demolish any obstruction or prevent hazardous
activities). For further details on safety initiatives to address these risks, see “Description of NGCP and the
Business of NGCP—Occupational Health and Safety” on page 209.

There is no assurance that any event similar or dissimilar to those listed above will not occur or will not
significantly increase the Company’s costs. Moreover, any loss from such events may not be recoverable under
the Company’s insurance policies. Under the RTWR, however, expenditures incurred in the normal course of
operation, as long as these are prudently spent, are recoverable costs. Importantly, even expenditures to restore
damaged facilities caused by force majeure (natural or manmade) are allowed to be recovered under the RTWR,
which would address such risk. The Company’s income and cash flows may be adversely affected by any
disruption of operations due to any of the foregoing risks. Any of these occurrences could have a material adverse
effect on the Company’s business, financial condition or results of operations.

The operations of NGCP require significant capital expenditure

The expansion and maintenance of the Grid and other assets require significant capital expenditure. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Significant Factors
Affecting Results of Operations, and —Capital Expenditures.”

These capital expenditures are expected to be funded through a combination of internally generated cash flow and
external financing sources. Debt financing has mainly funded capital expenditures and refinanced NGCP’s
indebtedness while internally generated cash flows funded working capital and operational requirements. NGCP
has availed of 187 billion (U.S.$3.9 billion) long-term credit commitments from various banks, of which P142
billion (U.S.$2.9 billion) is outstanding as of June 30, 2021, and plans to continue availing of external financing
from domestic and foreign banks, denominated in Philippine Peso or other foreign currency, to fund ongoing and
planned capital expenditure projects. NGCP closely monitors its indebtedness to ensure such will not breach its
financial covenants, Debt to Equity and Debt Service Coverage Ratios. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources—Indebtedness” on
page 120 of this Prospectus. Although external factors beyond the Company’s control such as political, economic,
social and pandemic conditions cause local and global disruptions in the equities and debt markets, the Company’s
stable revenue stream and efficient cost management has enabled it to overcome these challenges.
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NGCP’s ability to make payments on, and refinance indebtedness, fund working capital and make capital
expenditures in the long term, will depend on its future operating performance and ability to generate sufficient
cash over the longer term and obtain financing on acceptable terms. This depends on the success of the Company’s
business strategy and on economic, financial, competitive, market, legislative, regulatory and other factors, as
well as the factors discussed in these “Risk Factors,” many of which are beyond the control of the Group.

No assurance can be provided that the Company’s business will generate sufficient cash flows from operations or
that future debt or equity financings will be available to pay debt when due or to fund its other capital requirements
or any operating losses. Moreover, NGCP’s ability to arrange for and obtain financing will depend on numerous
factors, including interest rates and costs related to such financing, general economic and capital markets
conditions, credit availability from banks or other lenders, investor confidence, and political and economic
conditions in the Philippines. Any refinancing of indebtedness could be at higher interest rates and may require
compliance with more onerous covenants, which could restrict the Company’s business and could have a material
adverse effect on the Company’s financial condition and results of operations.

In addition, NGCP is required to seek the ERC’s approval for its capital expenditures. In the event that NGCP
does not implement the budgeted CAPEX plan, such as under-spending or over-spending, the ERC will review
such spending and determine whether such under-spending was a result of certain efficiencies, which yielded
savings, or if such over-spending was a result of inefficiencies, which could be subject to clawback if these
inefficiencies were not beyond the control of NGCP. As such, NGCP may be penalized for failure to implement
the budgeted CAPEX Plan based on the mechanism of the CAPEX Efficiency Adjustment under the Net
Efficiency Adjustment provisions set forth in Article IX of the RTWR. For example, during the 3rd Regulatory
Period (2011-2015), the ERC penalized NGCP based on the Net Efficiency Adjustment mechanism set forth in
the RTWR. Nevertheless, the ERC evaluation of the Net Efficiency Adjustment allows NGCP to submit
justifications and due process is observed before any penalties are imposed.

If NGCP does not receive ERC approval for its capital expenditures, does not generate sufficient cash flows, or is
unable to secure debt financing on favorable terms in the future, NGCP may be required to delay its capital
expenditures, monetize certain assets, restructure existing indebtedness and forgo capital-intensive opportunities,
any of which could materially adversely affect the Company’s business, results of operations, financial condition
and prospects.

Capital expenditures are expected to be funded through a combination of internally generated cash flow and
external financing sources. Debt financing has mainly funded capital expenditures and refinanced NGCP’s
indebtedness while internally generated cash flows funded working capital and operational requirements. NGCP
closely monitors its indebtedness to ensure such will not breach its financial covenants, Debt to Equity and Debt
Service Coverage Ratios. Although external factors beyond the Company’s control such as political, economic,
social and pandemic conditions cause local and global disruptions in the equities and debt markets, the Company
believes that its stable revenue stream and efficient cost management has enabled it to overcome these challenges.
All projects implemented by NGCP as embodied in the Transmission Development Plan were approved by ERC.

The loss of key suppliers and contractors or their failure to deliver equipment or services in a timely or
satisfactory manner or at attractive prices may adversely affect the Company’s business

NGCP relies on third parties for the supply of materials, equipment and services. An adequate and dependable
supply of materials for transmission facilities, equipment and services is critical to its ability to deliver high quality
services to customers. If suppliers are unable to provide the equipment and services required in a timely or
satisfactory manner or if the prices of such materials, equipment or services increase due to lack of supply in the
market or greater demand for such materials, equipment or services, NGCP may incur additional costs and delays
as it sources supplies from alternative suppliers, which could materially adversely affect the Company’s business,
results of operations, financial condition and prospects.

In addition, the failure by suppliers to deliver products and services in a timely or satisfactory manner may result
in difficulties in delivering services, which could damage the Company’s reputation. It may also be difficult or
impossible to enforce claims against suppliers (particularly foreign suppliers) and NGCP’s ability to recover
damages from suppliers who fail to comply with their agreements may be limited.

NGCP also maintains important relationships with key suppliers and service providers and have engaged with a
diversified base of suppliers. See “Description of NGCP and the Business of NGCP—Suppliers” on page 206. In
such cases where the Company has made substantial investments with a particular supplier, it may be difficult and
costly to quickly replace such supply or service relationships in the event that such supplier refuses to offer
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favorable prices or ceases to produce equipment or provide the services or support that is required. Upon the
expiration of any supply agreements, the Company’s ability to renew or enter into new contracts with existing or
other suppliers on commercially attractive terms, or at all, will depend on a range of commercial and operational
factors and events which may be beyond the Company’s control. As a result of the foregoing, the Company’s
ability to provide transmission services could potentially be disrupted and the failure to obtain alternative sources
may likewise disrupt operations, projects and hinder the ability to generate revenues.

Moreover, supply chains may be disrupted by the general economic effects of epidemics, such as COVID-19. In
the course of the COVID-19 pandemic, there were limited product shipments into and out of China and other
countries, which delayed the delivery of some of its supplies. During the imposition of quarantine measures in the
Philippines, while NGCP ensures timely settlement of its payment obligations on its due dates, there were certain
suppliers and contractors who requested for earlier payments. In line with the spirit of the Bayanihan Act, NGCP
endeavored to accommodate requests for earlier payment based on the reasonableness of the request and the extent
of milestone delivery or project implementation. A future global or regional epidemic or other crisis may reduce
the Company’s access to the supplies needed to operate the Company’s business or result in suppliers suffering
liquidity problems or financial difficulties and ceasing to deliver supplies or honoring warranties under
agreements, which could materially adversely affect the Company’s business, results of operations, financial
condition and prospects.

NGCP believes that it is not dependent on a limited number of suppliers for its business operations and sources
equipment and materials from different continents such as US, Europe, and Asia to ensure supply chain continuity.
Suppliers are subject to an accreditation process which is periodically reviewed, and failure to adhere to its policies
could result in removal from its list of accredited vendors. See “Description of NGCP and the Business of NGCP—
Suppliers” on page 206.

NGCP may be involved in legal and other proceedings from time to time

From time to time, NGCP may be involved in disputes with various parties and may be adversely affected by
complaints, investigations and litigation from customers or regulatory authorities, including the ERC, resulting
from the operation of the Grid, illness, injury or other safety concerns or other issues stemming from the Grid and
other services in the ordinary course of business. Regardless of the outcome, these disputes and investigations
may lead to legal or other proceedings and may result in substantial costs and the diversion of resources and
management’s attention. In addition, NGCP may have disagreements with regulatory bodies in the course of
operations, which may subject it to administrative and other legal proceedings and unfavorable decisions that may
result in penalties, or other liabilities. Legal proceedings may also be instituted against NGCP which may lead,
subject to compliance with due process requirements, to the revocation of its Franchise. For example, there is a
pending arbitration before the SIAC between and among NGCP, PSALM and TRANSCO arising from the
implementation and interpretation of the Concession Agreement. See “Description of NGCP and the Business of
NGCP—Legal Proceedings—Civil Cases and Arbitration Proceedings” on page 210. Any of these outcomes
could materially adversely affect the Company’s, financial condition and results of operations.

NGCP has a dedicated internal team of lawyers that monitor and exclusively handle its regulatory and tax cases,
and other regulatory matters before the ERC. NGCP engages external counsel to represent and handle criminal
and civil cases. The Office of the General Counsel regularly monitors all these proceedings. In respect of right-
of-way cases relating to NGCP’s exercise of eminent domain, a Right-of-Way Department was created to handle
and monitor such cases to acquire private properties necessary to undertake and complete the various transmission
projects of the Company.

The Grid and NGCP’s systems are vulnerable to cybersecurity breaches and other similar disruptive
problems

Information and processing systems are vital to the Company and ability to monitor the operation and performance
of the Grid, to generate adequate invoices to customers, achieve operating efficiencies and meet service targets
and standards. NGCP is subject to cybersecurity risks, including unauthorized access to privileged information,
technological assaults on its infrastructure aimed at stealing information, fraud or interference with regular service
and interruption of its services resulting from the exploitation of these vulnerabilities. NGCP has transitioned a
significant subset of employees to a remote work environment in an effort to mitigate the spread of COVID-19,
which may exacerbate certain risks to the Company’s business, including an increased demand for information
technology resources, increased risk of phishing and other cybersecurity attacks. Any failure to anticipate, identify
or offset such threats of potential cyberattacks or breaches of its security in a timely manner could materially and
adversely affect the Company’s operations, results of operations and financial condition.
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To address this, NGCP continuously implements a number of cyber security programs aimed at strengthening its
cybersecurity posture. Aside from having system redundancies, NGCP is also maintaining independent secure
networks for corporate systems and operational systems to easily contain possible cybersecurity incidents. NGCP
is also certified by TUV to be compliant with the ISO 27001 international standard on managing information
security for both corporate and operational systems. Moreover, being a critical infostructure, NGCP is subject to
annual external vulnerability assessment drills as mandated by DICT. In addition, NGCP has implemented a
Cybersecurity Plan and Roadmap for 2021 to 2025 to establish more robust cybersecurity controls on applications
pertaining to critical data of the business. See “See “Description of NGCP and the Business of NGCP—Data
Protection and Cybersecurity” on page 204.

Any deficiency in NGCP’s billing and credit control processes, IT systems and customer management
policies could materially and adversely affect operations and financial condition

Reliable billing, credit control, collection and customer management systems are critical to the Company’s ability
to monitor potential credit problems and bill customers accurately and in a timely manner, the failure of which
could affect the Company’s business, results of operations and financial condition. NGCP will need to continue
to calibrate and adapt its billing and credit control systems as the Company’s business continues to grow, and the
expansion of the Company’s business may impose a greater burden on its systems and may strain its
administrative, operational and financial resources.

NGCP’s billing, credit control, collection and customer management systems may be affected by computer
viruses, cyber-attacks, software flaws and systems failures, human error in managing or operating software
systems, and increased operational load as a result of an increase in the scale of operations. Any deficiency in
billing, credit control, collection and customer management systems, credit fraud, or delays in upgrades or
integration of new systems could materially adversely affect the Company’s business, results of operations,
financial condition and prospects.

To address concerns in billing and credit control, NGCP continues to calibrate and adapt its billing and credit
control systems. For credit control, collection and customer management, regular reconciliation and interface with
customers are conducted to ensure accuracy of records and to immediately resolve customer’s concerns, if any.
Further, all NGCP customers are required to comply with the OATS Rules on posting of security deposit.

To address concerns regarding its IT systems, NGCP has implemented risk mitigation measures to ensure that
critical corporate systems are reliable and available 24x7. NGCP has a quality assurance team within its IT
department that ensures that all systems are fully tested and conforming to specifications prior to live users
deployment. NGCP also has a change management process that requires full simulation and testing prior to
implementation of any system enhancement. In addition, the Company’s servers are protected with deep security
tools that detects any unauthorized attempts preventing further system access. See “Description of NGCP and the
Business of NGCP—Information Technology” on page 203.

NGCP relies on third-party licenses and other intellectual property arrangements

NGCP relies on third-party licenses and other intellectual property arrangements to enable the Company to carry
on its business. Certain of NGCP’s transmission facility materials and equipment, including hardware, software
and firmware deployed on its network are licensed or purchased from various third parties, including from vendors
holding the intellectual property rights to these elements and equipment. There can be no assurance that other
providers or other third parties will not challenge or circumvent the intellectual property rights licensed by NGCP
or that such intellectual property rights are valid, enforceable or sufficiently broad to protect NGCP’s interest or
will provide it with any competitive advantage. Any loss or withdrawal of those intellectual property rights could
affect NGCP’s ability to provide its services. NGCP has implemented a Cybersecurity Plan and Roadmap for
2021 to 2025 to establish more robust cybersecurity controls on applications pertaining to critical data of the
business.

To guarantee its continuous use of software licenses, NGCP maintains an MSA (maintenance service agreement)
with the relevant vendor. For critical software such as SAP and Microsoft, NGCP is also getting an annual
enterprise (premium) support to ensure that the Company has continuous priority vendor support. See
“Description of NGCP and the Business of NGCP—Information Technology” on page 203. NGCP is not reliant
on patent and trademark registration since it is a public utility, and the success of business operations does not
rely on patented products or processes, or any other business output requiring protected intellectual property rights.
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Intellectual property claims by third parties or NGCP’s failure to protect its intellectual property rights
could diminish the value of its brand and weaken its competitive position

NGCP has registered certain intellectual property rights relating to certain of logos and website domains. NGCP’s
website domains are registered with dotPH, which is the official domain registrar of the Philippines. However,
dotPH can re-assign the domain if there is a violation of trademark or copyright infringement. See “Description
of NGCP and the Business of NGCP—Intellectual Property” on page 208 of this Prospectus. NGCP believes that
its trademarks and other proprietary rights have significant value and are important to identifying its services.
There can be no assurance that the steps taken to protect intellectual property rights are adequate and that third
parties will not assert rights in, or ownership of, the NGCP name, trademarks and other intellectual property rights.
The costs of defending and enforcing intellectual property rights may cause the Company to incur significant time
and legal expense, and the Company may not be entirely successful in protecting and enforcing such rights. If
NGCP is unable to obtain and maintain its intellectual property rights, the value of NGCP’s brand could be
diminished and competitive position could be affected, which, in turn, could materially and adversely affect the
Company’s, financial condition, results of operations and prospects, as well as its reputation.

To address this, NGCP monitors registrations to ensure that these remain current.
NGCP is subject to the risk of fluctuations in foreign currency exchange rates

NGCP’s sales and debt financing are denominated in Philippine Peso, while purchases on certain power
transmission materials and equipment are in currencies other than Philippine Peso, particularly the U.S. dollar. In
2020, approximately 40% of NGCP’s payments (e.g., capital and operating expenditures) were denominated in
foreign currency. The movements in exchange rates between the Philippine Peso and U.S. dollar could have an
adverse effect on its results of operations and financial condition. NGCP does not maintain open positions. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and
Capital Resources—Foreign Currency Exchange Risk” on page 122. The Group regularly monitors outstanding
financial assets and liabilities in foreign currencies and maintains them at a level responsive to the current
exchange rates so as to minimize the risks related to these foreign currency denominated assets and liabilities.

NGCP may be unable to attract and retain key personnel, directors, managers, employees and other
individuals without whom it may not be able to effectively manage its business

NGCP depends on the availability and continued service of directors and senior management as well as consultants
and engineers. These key individuals are heavily involved in the daily operation of the Company’s business and
are, at the same time, required to make strategic decisions, ensure their implementation and manage and supervise
NGCP’s development. The loss of some of these key individuals could significantly impede NGCP’s financial
plans, product development, Grid expansion, marketing and other plans. The future operating results of NGCP
depend, in a significant part, upon the continued contributions of senior management, and the ability to expand
the senior management team by adding highly skilled new members, who may be difficult to identify and recruit.
If some of NGCP’s senior executives or other key individuals cease their employment or engagement with the
Company, or if NGCP fails to attract and retain highly skilled and qualified personnel across or continue to
successfully expand, train, manage and motivate its employee base, the Company’s, financial condition, results
of operations and prospects could be materially adversely affected.

To address this and to continue to attract and retain members of the management team and employees, NGCP
offers competitive salary and benefits packages and encourages employees to join relevant management training
programs. Talent management initiatives are in place at different levels of the organization. For leadership
positions, performance and potential evaluation tools are used by management teams to identify capable and high-
potential employees. These employees, in turn, are developed through various approaches (training, coaching by
their leaders, and on-the-job, e.g. special projects and cross-training) to prepare them for future roles. See
“Description of NGCP and the Business of NGCP—Human Resources” on page 207.

The majority shareholders of NGCP may exert substantial influence over NGCP, their interests may not
be the same as those of other shareholders and possible disagreements may arise among NGCP’s major
shareholders

SGP indirectly controls 60% of the outstanding capital stock of NGCP through OneTaipan (which owns 100% of
Monte Oro) and Pacifica21 (which owns 100% of Calaca). NGCP’s direct shareholders are Monte Oro, Calaca,
and State Grid International Development Limited, a wholly owned subsidiary of the State Grid Corporation of
China (“SGCC”). SGCC, through State Grid International Development Limited, owns 40% of the outstanding
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capital stock of NGCP. As major shareholders of NGCP, Monte Oro, Calaca and SGCC are able to exercise
significant influence over NGCP through their voting rights at NGCP’s shareholders’ meetings, including in
relation to major policy decisions such as overall strategic and investment decisions, dividend plans, capital
raisings and other financings, mergers and disposals, election of members of its Board of Directors, appointment
of senior officers and other significant corporate actions, and they may have possible disagreements. Cooperation
among NGCP’s shareholders on business decisions is crucial to the sound operation and financial success of
NGCP. While SGP and the Principal Shareholders believe that they maintain a good relationship with SGCC,
there can be no assurance that these relationships will be sustained or that problems will not arise in the future.
For instance, SGCC is a Chinese state-owned entity and the Philippines has from time to time been involved in
geopolitical disputes with China. See “—Risks Relating to the Philippines—Territorial disputes with China and
a number of Southeast Asian countries may disrupt the Philippine economy and business environment.” Failure
of NGCP’s shareholders to maintain good relationships within the Group and with SGCC may cause NGCP’s
businesses to be severely disrupted, which could have a material adverse effect on the Group’s business, financial
condition, and results of operations. Moreover, the interest of the Principal Shareholders of SGP as the ultimate
controlling shareholders and SGCC may differ significantly from, or compete with, one another, and the interests
of NGCP’s other shareholders, and there can be no assurance that NGCP’s major shareholders will not cause
NGCP to take actions that might differ from the interests of NGCP.

NGCP shareholders maintain good working relationships based on cooperation and transparency on business
decisions, which contributes to the sound operation and financial success of NGCP. SGP believes that it maintains
a good relationship with SGCC, and that there is no reason to believe that this good working relationship will
change. Since 2009, there has been no major disagreement between SGCC and the stockholders of Calaca and
Monte Oro. Moreover, SGCC, as the “minority” shareholder, has certain protections under the law. For example,
certain fundamental corporate actions require the affirmative vote of stockholders holding at least 2/3 of the
outstanding capital stock.

NGCP may be involved in tax audits or investigations from time to time which may result in the assessment
of additional tax liabilities

From time to time, NGCP may be subject to routine or special tax and audit processes and investigations by
regulatory bodies such as the BIR in relation to taxes in connection with its operations. Furthermore, such audits
may require the production of certain documents which may no longer be available because of the length of time
since such documents were executed or prepared. Any adverse finding resulting therefrom may lead to
administrative proceedings and the assessment of additional tax liabilities or result in fines or penalties.

Tax audits may lead to legal or other proceedings to contest such assessments, where warranted, and may result
in substantial costs and the diversion of resources and management’s attention. There can be no assurance that the
outcome or results of these proceedings will not materially harm the Company’s or reputation. Further, there can
be no assurance that provisions made for the losses relating to these disputes and claims will be sufficient to cover
the amounts finally determined to be due.

As to the real property of NGCP, although NGCP is exempt from payment of real property tax, there are still local
government units that continue to issue tax assessments on its real properties. NGCP believes that any potential
real property tax liability will not be significant and material. See “Description of NGCP and the Business of
NGCP—Legal Proceedings—Tax Cases” on page 213. NGCP has a dedicated internal team of lawyers that
monitor and exclusively handle its regulatory and tax cases, and other regulatory matters before the ERC. The
Office of the General Counsel regularly monitors all these proceedings. Moreover, NGCP timely submits data
and documents requested by the BIR to facilitate the review of the Company’s books and records and regularly
coordinates with the BIR to immediately address any queries and requests.

Labor disputes or changes in employment laws may disrupt operations

NGCP generally considers its labor relations to be good and harmonious. However, there can be no assurance that
it will not experience future disruptions to operations due to labor disputes or other issues with employees, which
could materially adversely affect the Company’s, results of operations, financial condition and prospects.

Various labor laws govern NGCP’s relationship with employees and affect operating costs. These laws include
minimum wage requirements, mandatory health benefits, overtime compensation, and other terms and conditions
of employment. These and significant changes in labor regulations, for example, in respect of outsourcing services
to third-party contractors, could materially affect the Company’s, financial condition, operating results or cash
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flow. Engagement of third-party service providers carries certain inherent risks, including potential actions from
employees of third-party service providers who may claim an employee-employer relationship with NGCP and
the risk that third-party contracting arrangements in place may be found by the DOLE to be “labor-only
contracting”, which could have a significant impact on labor costs. NGCP is also exposed to litigation risk from
employees of its various third-party contractors, who may implead NGCP as party to their labor cases and labor
disputes against these third-party contractors. The Company believes that for those pending labor actions, the
claims involved are not significant. See “Description of NGCP and the Business of NGCP—Human Resources”
on page 207.

NGCP’s insurance policies may be insufficient or NGCP may experience a delay between an insured loss
occurring and being compensated by insurers

NGCP maintains a number of different types of insurance policies to cover its operations and assets. NGCP does
not carry insurance in respect of certain risks that it believes are not customary industry practice in the Philippines,
such as business interruption insurance. If the Company suffers a significant uninsured loss or if an insurance
claim in respect of the subject matter of insurance is not accepted or any insured loss suffered by it significantly
exceeds the insurance coverage, the Company’s and financial performance could be impacted.

The Company’s insurance coverage is subject to various limitations and exclusions, retention amounts and limits.
Material losses in excess of insurance proceeds may arise in the future. If a loss arises that is covered by insurance,
there may be a time delay between the loss occurring and the insurer making a payment. Furthermore, if any of
NGCP’s insurance providers becomes insolvent, NGCP may not be able to successfully claim payment from such
insurance provider. Moreover, NGCP’s insurance policies and terms of coverage will be subject to renewals and
negotiations on a periodic basis and there is no assurance that adequate insurance coverage will be available on
commercially reasonable terms in the future. Any risk that is not adequately covered by insurance or any material
increase in insurance rates, decrease in available coverage or any failure to maintain adequate insurance in the
future could impact the Company’s and financial performance. See “Description of NGCP and the Business of
NGCP—Insurance” on page 209 for further information on the insurance obtained by the Company. In addition,
under the RTWR, expenditures incurred in the normal course of operation, as long as these are prudently spent,
are recoverable costs. Importantly, even expenditures to restore damaged facilities caused by force majeure
(natural or manmade) are allowed to be recovered under the RTWR, which would help manage such risk.

A downturn in the domestic, regional or global economy may adversely affect NGCP

NGCP is exposed to risks associated with any future downturn in the domestic, regional or global economy. There
can be no assurance that economic performance, whether globally or in the Philippines, can or will be sustained
in the future. Any future global downturn, such as that experienced from 2008 to 2011, could have a material and
adverse effect on NGCP’s, financial condition, results of operations and prospects.

The global economic downturn resulting from the COVID-19 pandemic may have an adverse impact in the
Philippines’ macroeconomic indicators, such as employment, consumer confidence, disposable income, private
spending and business transactions. Since the outbreak of COVID-19, several companies were closed temporarily
for precautionary reasons or closed permanently, which have led to a decrease in economic activity in the
Philippines. The Group cannot foresee when the disruptions of business activities caused by the outbreak of
COVID-19 will cease. See “—Risks relating to the Philippines—Public health crises or outbreaks of diseases
could have an adverse effect on economic activity in the Philippines, and could materially and adversely affect
the Company’s, financial condition and results of operations.”

In addition, a loss of investor confidence in the financial systems may cause increased volatility in the financial
markets and a slowdown in economic growth or economic contraction in the Philippines. Any such increased
volatility or slowdown could reduce the demand for the Company’s services, which could materially adversely
affect the Group’s, results of operations, financial condition and prospects.

NGCP operates the nationwide transmission of electricity and being the sole provider of this basic necessity,
NGCP has been able to maintain its stable financial performance and operations regardless of disruptions
in the economy. Changes in regulations or user concerns regarding privacy and protection of user data, or
any failure to comply with such laws, could adversely affect NGCP

Legislation such as Republic Act No. 10173 and its implementing rules and regulations (the “Data Privacy Act”)

aim to protect individual privacy. The rules apply to the processing of personal data in the public and private
sectors, as well as to acts done or practices engaged in and outside of the Philippines under certain conditions.
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From 2018, the National Privacy Commission (the “NPC”), has gradually shifted its focus from campaigning for
Data Privacy Act awareness to compliance checks on entities engaged in personal data processing. Personal data
breaches and other controversies relating to the unauthorized processing of personal data both within the
Philippines and abroad have also increased public scrutiny on the activities of entities engaged in personal data
processing.

Any failure, or perceived failure, by NGCP to make effective modifications to its policies, or to comply with any
privacy, data-retention or data-protection-related laws, regulations, orders or industry self-regulatory principles,
including the Data Privacy Act, could result in proceedings or actions by governmental entities or others, loss of
user confidence and damage to its reputation, any of which could potentially have a material adverse effect on the
Company’s business. NGCP may also be required to incur further expenditure to put in place more advanced
security systems to protect its network and systems. See “Description of NGCP and the Business of NGCP—Data
Protection and Cybersecurity” on page 204. NGCP has systems in place that require personal information
controllers and processors to comply with statutory obligations in respect of data protection. NGCP also seeks to
ensure that the processing of personal data is performed only after appropriate consent has been obtained from the
data subject.

NGCP’s natural monopoly for power transmission may be adversely affected by regulatory, technological
or other changes in the industry

The power transmission business in the Philippines, being a natural monopoly of a utility service, is regulated by
the ERC under the PBR. The profitability of this business depends on the ERC, the MAR and efficiency in
operations, among others. As the regulator, the ERC plays the pivotal role of establishing and enforcing rules and
regulations that would promote performance standards, efficiency of operations, and implementation of
reasonable and non-discriminatory rates, while allowing the viable and sustainable operations of the transmission
business. In addition, if regulatory or technological changes make it possible for the power transmission industry
to evolve from its present condition as a natural monopoly into a competitive business, its financial condition,
results of operations and prospects could be materially adversely affected. There is no assurance that future
developments in regulations and technology will not introduce competition which would erode the natural
monopoly the NGCP currently benefits from. See “Description of NGCP and the Business of NGCP—
Competition” on page 207.

The framers of the EPIRA recognized the inherent nature of the transmission in the Philippines as admitting only
one transmission service provider. The relatively small demand, coupled with the relatively high capex
requirement of an archipelagic transmission grid that requires numerous submarine interconnections, will not
allow for more than one service provider, as economies of scale will not be available. This recognition is reflected
in the Concession Agreement which names NGCP as the sole power transmission service provider.

Multiple transmission service providers will result in increased cost of service. The very small market of Visayas
and Mindanao will mean significantly high cost of transmission service. Much smaller grids may not attract
investors. As of this Prospectus, the Company believes that there is no technological advancement in the pipeline
that the Company believes would allow the entry of new players in the transmission business.

NGCP owns parcels of land that are not yet registered in its name

Some parcels of land acquired by NGCP are still pending registration and issuance of transfer certificates of title
in its name. As of the date of this Prospectus, approximately 1,178 parcels of land are ongoing the registration
process. Out of these 1,178 parcels of land, 216 parcels or around 18% are untitled property. NGCP is in the
process of completing the documentary requirements for (i) the transfer of registration and issuance of new
certificates of title in its name (for the properties covered by certificates of title) and (ii) the filing of petitions for
issuance of original certificates of title (for the untitled parcels of land).

For titled properties that are pending registration under NGCP’s name, there is a risk that these properties may be
subject to double sale. A double sale happens when the land is sold by the vendor to two or more vendees. In a
double sale, the New Civil Code of the Philippines provides that the ownership of such land shall belong to the
person acquiring it who in good faith first recorded it in the Registry of Deeds. Should there be no registration,
the ownership shall pertain to the person who in good faith was first in possession; and in the absence thereof, to
the person who presents the oldest title, provided there is good faith. To serve notice to third persons and protect
NGCP’s rights and ownership over the acquired titled properties, the executed sale agreements were submitted to
the various registries of deeds for recording and annotation on the certificates of title of the properties.
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For untitled properties, there is no assurance that the petitions will be granted and that these untitled properties
will be titled in the name of NGCP. Further, unlike registered lands, untitled lands are subject to acquisition by
prescription or adverse possession. In order to protect NGCP’s rights and ownership over the unregistered
properties, the acquisitions were submitted to the various Municipal/ City Assessor’s Offices for recording and/or
annotation on the relevant tax declarations.

Any dispute arising from these parcels of land may adversely affect the operations of NGCP in case any purchaser
or other person with prior right over the parcels of land successfully challenges NGCP’s rights over these lands.
However, to NGCP’s knowledge, there are no existing disputes over the parcels of land pending registration, and
the processing of registration is ongoing without any challenge from any third party. NGCP expects the transfer
certificates of title or original certificates of title, as the case may be, to be issued in due course upon submission
of the documentary requirements to the relevant registries of deeds.

NGCP is in peaceful, continuous, and exclusive possession of all parcels of land it has acquired and is able to use
these properties for its operations. It acquired possession of these lands from the time of signing of the deeds of
absolute sale, and therefore it has priority in right, unless the same parcel of land is earlier registered by another
purchaser in good faith. Further, NGCP has a dedicated team that handles matters related to the registration and
titling of its lands. This team regularly monitors the applications for registration and closely coordinates with
relevant regulators and government agencies, which helps ensure timely processing of the applications.

RISKS RELATING TO THE PHILIPPINES

The Group closely monitors and adopts the necessary financial, operational and other controls and policies within
the context of the prevailing business, economic, and political environment in the Philippines to address and
manage risks relating to the Philippines.

The activities and assets of the Group are based in the Philippines, therefore, any downturn in the
Philippine economy could have a material adverse impact on the Group’s business, financial condition,
results of operations, and prospects.

The Group derives operating income and operating profits from the Philippines and, as such, is highly dependent
on the state of the Philippine economy. Factors that may adversely affect the Philippine economy include:
decreases in business, industrial, manufacturing or financial activities in the Philippines, the Southeast Asian
region or globally; scarcity of credit or other financing, resulting in lower demand for products and services; the
sovereign credit ratings of the country; foreign exchange rate fluctuations; foreign exchange controls; a prolonged
period of inflation or increase in interest rates; levels of employment, consumer confidence and income; decrease
in remittances from OFWs; changes in the Government’s taxation policies; Government budget deficits; the
emergence of infectious diseases and epidemics in the Philippines or in other countries in Southeast Asia and any
related restrictions on travel and movement to control the spread of disease; natural disasters, including but not
limited to tsunamis, typhoons, earthquakes, fires, floods and similar events; political instability, terrorism or
military conflict in the Philippines, other countries in the region or globally; and other regulatory, social, political
or economic developments in or affecting the Philippines.

The Philippines is currently experiencing an economic downturn due to the COVID-19 pandemic and resultant
community quarantine. The country’s gross domestic product suffered a 9.6% contraction for the whole of 2020
with economists forecasting it to rise sharply in 2021 by 6.5% to 7.5%. The World Bank expects the Philippine
economy to grow by 4.7% and 5.9% in 2021 and 2022, respectively.

Factors that may adversely affect the Philippine economy include:

. decreases in business, industrial, manufacturing or financial activities in the Philippines, Southeast
Asia or globally;
. scarcity of credit or other financing, resulting in lower demand for products and services provided by

companies in the Philippines, Southeast Asia or globally;

exchange rate fluctuations and foreign exchange controls;

rising inflation or increases in interest rates;

levels of employment, consumer confidence and income;

changes in the Government’s fiscal and regulatory policies and regulations, including tax laws and
regulations that impact or may impact inflation and consumer demand;

o Government budget deficits;

60



. adverse trends in the current accounts and balance of payments of the Philippine economy;

. public health epidemics or outbreaks of diseases;

. natural disasters, including but not limited to tsunamis, typhoons, earthquakes, fires, floods and similar
events;

. political instability, terrorism or military conflict in the Philippines, in other countries in the region
or globally; and

. other regulatory, social, political or economic developments in or affecting the Philippines.

Uncertainty surrounding the global economic outlook could cause economic conditions in the Philippines to
deteriorate and there can be no assurance that current or future Government policies will continue to be conducive
to sustaining economic growth. There can be no assurance that the Philippines will maintain strong economic
fundamentals in the future.

Any future deterioration in economic conditions in the Philippines due to these or other factors could materially
and adversely affect the Company’s customers and contractual counterparties. This, in turn, could materially and
adversely affect the Group’s financial position and results of operations. Therefore, changes in the conditions of
the Philippine economy could materially and adversely affect the Group’s business, financial condition or results
of operations.

Political instability in the Philippines may have a negative effect on the Philippine economy and business
environment which could have a material adverse impact on the Group’s business.

The Philippines has from time to time experienced political and military instability. In recent history, there has
been political instability in the Philippines, including extra-judicial killings, alleged electoral fraud, impeachment
proceedings against two former presidents and two chief justices of the Supreme Court of the Philippines, hearings
on graft and corruption issues against various government officials, and public and military protests arising from
alleged misconduct by previous and current administrations. In addition, a number of officials of the Philippine
government are currently under investigation or have been indicted on corruption charges stemming from
allegations of misuse of public funds, extortion, bribery, or usurpation of authority. There can be no assurance
that acts of political violence will not occur in the future and any such events could negatively impact the
Philippine economy. An unstable political environment may negatively affect the general economic conditions
and operating environment in the Philippines, which in turn could have a material adverse effect on the Group’s
business, operations, and financial condition.

In addition, the Group may be affected by political and social developments in the Philippines and changes in the
political leadership and/or government policies in the Philippines. Such political or regulatory changes may
include (but are not limited to) the introduction of new laws and regulations that could impact the Company’s
business.

The Philippine general elections for national and local officials are scheduled to take place on May 9, 2022. As
the general elections draw closer, there has been increased partisan political activity by potential candidates for
national or local office, political parties, and their supporters. The 2022 general election may also take place
against the backdrop of the COVID-19 pandemic and the Philippine Commission on Elections has cautioned the
public that, while it is unlikely for the 2022 elections to be postponed, there may be politicians and interest
groups who would push for such an agenda.

Furthermore, there can be no assurance that the current administration, or the new administration after the 2022
general elections, will continue to implement social and economic policies that promote a favorable and stable
macroeconomic and business environment. Policy instabilities or fundamental change of policy directions,
including those with respect to Philippine foreign policy, may lead to an increase in political or social uncertainty
and the loss of investor confidence in the Philippines. The President’s unorthodox methods may also raise risks
of social and political unrest. Any potential instability could have an adverse effect on the Philippine economy,
which may impact the Group’s business, prospects, financial condition and results of operations.

The credit ratings of the Philippines may restrict the access to capital of Philippine companies, including
the Group.

International credit rating agencies issue credit ratings for companies with reference to the country in which they
are resident. As a result, the sovereign credit ratings of the Philippines directly affect companies that are residents
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in the Philippines, such as the Group. Historically the Philippines’ sovereign debt has been rated relatively low
by international credit rating agencies. As of December 31, 2019, the Philippines’ long-term foreign-currency
denominated debt was rated Baa2 by Moody’s, BBB+ S&P Global Ratings, and BBB by Fitch. However, no
assurance can be given that Fitch, Moody’s, S&P Global Ratings or any other international credit rating agency,
will not downgrade the credit ratings of the Government in the future and, therefore, of Philippine companies,
including the Company. Any such downgrade could have a material adverse effect on liquidity in the Philippine
financial markets and the ability of the Philippine government and Philippine companies, including the Company,
to raise additional financing, and will increase borrowing and other costs. As of July 16, 2020, Moody’s has
affirmed the Philippines Baa2 rating with stable outlook. As of January 10, 2021, Fitch has affirmed the
Philippines’ long-term foreign-currency issuer default rating at BBB, noting that the outlook is stable. As of May
28, 2021, S&P maintained its BBB+ long-term credit rating for the Philippines with a stable outlook, and also
affirmed its A-2 short-term credit rating for the Philippines.

Public health crises or outbreaks of diseases could have an adverse effect on economic activity in the
Philippines, and could materially and adversely affect the Group’s business, financial condition and results
of operations.

An outbreak of disease or similar public health threat, such as COVID-19, or a pandemic, could trigger a public
health crises which would have an adverse effect on economic activity in the Philippines, and could materially
and adversely affect the Company’s business, financial condition and results of operations. In addition, outbreaks
of disease could result in increased government restrictions and regulation, including quarantines of personnel
and customers, or an inability to access the Group’s facilities or network infrastructure, which could adversely
affect its operations.

As of the date of this Prospectus, Metro Manila is under Alert Level 4 until October 15, 2021. These measures
have caused disruption to businesses and economic activities, and their impacts on businesses continue to evolve.
The quarantine measures remain subject to further evaluation by the Inter-Agency Task Force for the Management
of Emerging Infectious Diseases.

Based on reports from the Philippine Statistics Authority, the country’s gross domestic product (“GDP”)
contracted by 9.6% in 2020, and by 4.2% in the first quarter of 2021.

The extent of the impact of COVID-19 on the Philippine economy and the speed and certainty of any economic
recovery cannot be predicted for certain, and any new surge in infections may result in stricter quarantine or
lockdown measures across provinces, cities and municipalities and may lead to further contraction of the
Philippine economy, closure of businesses, and rise in unemployment rates.

The extent of the impact of the COVID-19 on the Group’s operational and financial performance will depend on
future developments, including the duration and spread of the outbreak and related restrictions, and the overall
impact of COVID-19 on the Philippine economy and demand for NGCP’s products and services, all of which are
highly uncertain and cannot be predicted.

The Philippines has also experienced other public health epidemics or outbreaks of diseases, such as avian
influenza or bird flu, African Swine Fever, dengue and polio, among others, which have adversely affected the
local economy. For example, in 2019, the Department of Health declared a national dengue with 430,282 cases
recorded for the year with 1,612 deaths. In September 2019, the Department of Health declared a polio epidemic
after a case of the disease was recorded in Lanao del Sur after 19 years recording no cases in the country. If any
such localized outbreak or any public health epidemic becomes widespread in the Philippines or increases in
severity, this could have an adverse effect on economic activity in the Philippines, and could materially and
adversely affect the Group’s business, financial condition and results of operations.

Acts of terrorism could destabilize the country and could have a material adverse effect on NGCP’s assets
and financial condition.

The Philippines has been subject to a number of terrorist attacks in the past several years. The Philippine army
has been in conflict with various groups which have been identified as being responsible for kidnapping and
terrorist activities in the Philippines as well as clashes with separatist groups. In addition, bombings have taken
place in the Philippines, mainly in cities in the southern part of the country. For example, in January 2019, bombs
were detonated in the Jolo Cathedral in the Municipality of Jolo, Sulu and a Mosque in Zamboanga City,
Zamboanga del Sur. In May 2017, a clash erupted in Marawi, Lanao del Sur between government security forces
and the ISIS-affiliated Maute group, following the government’s offensive to capture alleged ISIS leader in
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Southeast Asia, Isnilon Hapilon, who was believed to be in the city. President Duterte immediately declared
Martial Law in Mindanao amid protests from the opposition and sectors of civil society. In a special joint session
convened on July 22, 2017, both Houses of Congress voted to extend Martial Law until the end of 2017. On
October 17, 2017, President Duterte declared the liberation of Marawi City. The clashes resulted in the loss of
lives of civilians, soldiers and 1SIS-inspired extremists, as well as damage to property and livelihood of Marawi
residents and the reconstruction of the city is on-going. Martial Law in Mindanao was extended by both Houses
of Congress until December 31, 2019. The martial law in Mindanao was lifted on January 1, 2020, however certain
areas in Mindanao remain under a state of emergency and law enforcement groups are in heightened security as a
measure against potential terror threats.

On July 3, 2020, Republic Act No. 11479, otherwise known as the Ant-Terrorism Act of 2020, was signed into
law and to replace Republic Act No. 9372, otherwise known as the Human Security Act of 2007. The law is
currently being challenged in the Supreme Court by multiple groups.

An increase in the frequency, severity or geographic reach of these terrorist acts, violent crimes, bombings and
similar events could have a material adverse effect on investment and confidence in, and the performance of, the
Philippine economy. Any such destabilization could cause interruption to NGCP’s business and materially and
adversely affect the Group’s financial conditions, results of operations and prospects. For example, isolated
security related incidents have in the past disrupted operations and transmission projects under construction,
including in Mindanao.

Continued conflicts between the Government and separatist groups could lead to further injuries or deaths by
civilians and members of the Armed Forces of the Philippines, which could destabilize parts of the Philippines
and adversely affect the Philippine economy. There can be no assurance that the Philippines will not be subject to
further acts of terrorism or violent crimes in the future, which could have a material adverse effect on the Group’s
business, financial condition, and results of operations.

Natural or other catastrophes, including severe weather conditions, may adversely affect the Group’s
business, materially disrupt the Group’s operations and result in losses not covered by its insurance.

The Philippines has experienced a number of major natural catastrophes over the years, including typhoons,
droughts, volcanic eruptions and earthquakes. There can be no assurance that the occurrence of such natural
catastrophes will not materially disrupt the Group’s operations. These factors, which are not within the Group’s
control, could potentially have significant effects on the Group’s assets and operations. Should an uninsured loss
or a loss in excess of insured limits occur, the Group could lose all or a portion of the capital invested in such
business, as well as the anticipated future turnover, while remaining liable for any costs or other financial
obligations related to the business. Any material uninsured loss could materially and adversely affect the Group’s
business, financial condition and results of operations.

Territorial disputes with China and a number of Southeast Asian countries may disrupt the Philippine
economy and business environment.

The Philippines, China and several Southeast Asian nations have been engaged in a series of longstanding
territorial disputes over certain islands in the West Philippine Sea, also known as the South China Sea. The
Philippines maintains that its claim over the disputed territories is supported by recognized principles of
international law consistent with the United Nations Convention on the Law of the Sea (“UNCLOS”). Despite
efforts to reach a compromise, a dispute arose between the Philippines and China over a group of small islands
and reefs known as the Scarborough Shoal. Actions taken by both sides have threatened to disrupt trade and other
ties between the two countries, including a temporary ban by China on Philippine banana imports, a temporary
suspension of tours to the Philippines by Chinese travel agencies and the rejection by China of the Philippines’
request for arbitral proceedings administered in accordance with the UNCLOS to resolve the disputes.

In 2016, the Permanent Court of Arbitration ruled in favor of the Philippines against China over territorial disputes
in the West Philippine Sea. The arbitral tribunal unanimously ruled, among others, that (a) China has “no historical
rights” to the resources within the sea areas falling within the “nine-dash line;” (b) Chinese reclamation activity
in the West Philippine Sea has caused irreparable damage to the environment, obligating the Chinese government
to stop further activities in the West Philippine Sea; and (c) China has violated the Philippines’ sovereign rights
in its exclusive economic zone by interfering with Philippine fishing and petroleum exploration, constructing
artificial islands, and failing to prevent Chinese fishermen from fishing in the zone. However, China has said it
will not recognize the ruling. With no formal enforcement mechanism in place, the territorial dispute in the West
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Philippine Sea remains contentious and unresolved. There is no guarantee that the territorial dispute between the
Philippines and other countries, would end or that any existing tension will not escalate further, as China has
taken steps to exercise control over the disputed territory.

There had been other occurrences of territorial disputes with Malaysia and Taiwan. In March 2013, several
hundred armed Filipino-Muslims illegally entered Malaysia in a bid to enforce an alleged historical claim on the
territory. Clashes between the Filipino-Muslim individuals and the Malaysian armed forces resulted in casualties
on both sides. Taiwan imposed economic sanctions on the Philippines as a result of an incident in May 2013,
whereby a Taiwanese fisherman was unintentionally killed by a Philippine coast guard ship that opened fire on
his vessel in a disputed exclusive economic zone between Taiwan and the Philippines. The sanctions were
eventually lifted after a formal apology was issued by the Government.

Should territorial disputes between the Philippines and other countries in the region continue or escalate further,
the Philippines and its economy may be disrupted and the Group’s operations could be adversely affected as a
result.

Investors may face difficulties enforcing judgments against the Group.

It may be difficult for investors to enforce judgments against the Group obtained outside of the Philippines. In
addition, majority of the Group’s directors and officers are residents of the Philippines, and all or a substantial
portion of the assets of such persons are located in the Philippines. As a result, it may be difficult for investors to
effect service of process upon such persons, or to enforce against them judgments obtained in courts or arbitral
tribunals outside the Philippines predicated upon the laws of jurisdictions other than the Philippines.

The Philippines is party to the United Nations Convention on Recognition and Enforcement of Foreign Arbitral
Awards, but it is not party to any international treaty relating to the recognition or enforcement of foreign
judgments. Nevertheless, the Philippine Rules of Civil Procedure provide that a final and conclusive judgment of
a foreign court is enforceable in the Philippines through an independent action filed to enforce such judgment,
and without re-trial or re-examination of the issues, only if: (i) such judgment was obtained by collusion or fraud,
(i) the foreign court rendering such judgment did not have jurisdiction, (iii) such order or judgment is contrary to
good customs, public order, or public policy of the Philippines, (iv) the party against whom the enforcement is
sought did not receive notice of the proceedings before the foreign court, or (v) such judgment was based upon a
clear mistake of law or fact.

Corporate governance, disclosure and financial reporting standards in the Philippines may differ from
those in other countries.

There may be less publicly available information about Philippine public companies than is regularly made
available by public companies in other countries. While the Issuer will comply with the requirements of the
Philippine SEC and PSE with respect to corporate governance standards in respect of a publicly listed company,
these standards may differ from those applicable in other jurisdictions.

RISKS RELATING TO THE OFFER AND THE OFFER SHARES

The market price of the Common Shares may be volatile, which could cause the value of investors’
investments in the Common Shares to decline.

The market price of Common Shares could be affected by several factors, including: general market, political and
economic conditions; changes in earnings estimates and recommendations by financial analysts; changes in
market valuations of listed stocks in general and other retail stocks in particular; developments in other markets
and countries which adversely affect the Philippine economy; the market value of NGCP’s assets; changes to
Government policy, legislation or regulations; and general operational and business risks.

In addition, many of the risks described elsewhere in this Prospectus could materially and adversely affect the
market price of the Common Shares.

In part as a result of the global economic downturn, the global equity markets have experienced price and volume
volatility that has affected the share prices of many companies. Share prices for many companies have experienced
wide fluctuations that have often been unrelated to the operating performance of those companies. Fluctuations
such as these may adversely affect the market price of the Common Shares.
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There can be no guarantee that the Offer Shares will be listed on the PSE, or that there will be no regulatory
action that could delay or affect the Offer.

Purchasers of the Trading Participants and Retail Offer Shares will be required to pay for such Offer Shares on
the Trading Participants and Retail Offer Settlement Date, which is expected to be on or about November 2, 2021
and purchasers of the Institutional Offer Shares will be required to pay on the Institutional Offer Settlement Date.
There can be no guarantee that listing will occur on the anticipated Listing Date or at all. Delays in the admission
and the commencement of trading in shares on the PSE have occurred in the past. If the PSE does not admit the
Offer Shares onto the PSE, the market for the Offer Shares will be illiquid and shareholders may not be able to
trade the Offer Shares. This may materially and adversely affect the value of the Offer Shares.

To manage these risks, SGP intends to comply with applicable regulatory requirements relating to the listing of
the Offer Shares and to work in close coordination with the regulators, the Joint Financial Advisors, the Joint
Global Coordinators and Joint Bookrunners, the Joint Domestic Lead Underwriters and Joint Bookrunners with a
view to completing the Offer.

The Offer Shares may not be a suitable investment for all investors.

Each prospective investor in the Offer Shares must determine the suitability of that investment in light of its own
circumstances. In particular, each prospective investor should: have sufficient knowledge and experience to make
a meaningful evaluation of the Group, including NGCP and its business, the merits and risks of investing in the
Offer Shares and the information contained in this Prospectus; have access to, and knowledge of, appropriate
analytical tools to evaluate, in the context of its particular financial situation, an investment in the Offer Shares
and the impact the Offer Shares will have on its overall investment portfolio; have sufficient financial resources
and liquidity to bear all of the risks of an investment in the Offer Shares, including where the currency for
purchasing and receiving dividends on the Offer Shares is different from the potential investor’s currency;
understand and be familiar with the behavior of any relevant financial markets; and be able to evaluate (either
alone or with the help of a financial advisor) possible scenarios for economic, interest rate and other factors that
may affect its investment and its ability to bear the applicable risks.

Future sales of shares in the public market could adversely affect the prevailing market price of the
Common Shares and shareholders may experience dilution in their holdings.

In order to finance the expansion of the Group’s business and operations, the Board will consider the funding
options available to them at the time, which may include the issuance of new shares. Under SGP’s Articles of
Incorporation, stockholders shall have no pre-emptive right to subscribe to any issue or disposition of shares of
any class. While the Revised Corporation Code of the Philippines and the listing rules of the PSE provide for
some degree of minority shareholders’ protection, if additional funds are raised by SGP through the issuance of
new equity or equity-linked securities other than on a pro rata basis to existing shareholders such as through a
share rights offer, the percentage ownership of existing shareholders may be reduced, shareholders may
experience subsequent dilution or such securities may have rights, preferences and privileges senior to those of
the Offer Shares.

Further, the market price of the Common Shares could decline as a result of future sales of substantial amounts of
the Common Shares in the public market or significant sales, including by SGP’s shareholders, or the issuance of
new Shares, or the perception that such sales, transfers or issuances may occur. This could also materially and
adversely affect the prevailing market price of the Common Shares or the ability to raise capital in the future at a
time and at a price the Group deems appropriate.

Except for such restrictions, there is no restriction on SGP’s ability to issue shares or the ability of any of its
shareholders to dispose of, encumber or pledge, their shares, and there can be no assurance that SGP will not issue
shares or that such shareholders will not dispose of, encumber or pledge, their shares.

Investors may incur immediate and substantial dilution as a result of purchasing Common Shares in the
Offer.

The issue price of the Common Shares in the Offer may be substantially higher than the net tangible book value
of net assets per share of the outstanding Common Shares. Therefore, purchasers of Common Shares in the Offer
may experience immediate and substantial dilution and existing shareholders may experience a material increase
in the net tangible book value of net assets per share of the Common Shares they own. See “Dilution” on page 84
of this Prospectus.
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Shareholders may be subject to limitations on minority shareholders’ rights and regulations may differ
from those in more developed countries.

The corporate affairs of SGP are governed by its Articles of Incorporation and By-Laws and the Revised
Corporation Code of the Philippines. The laws of the Philippines relating to the protection of interests of minority
shareholders differ in some respects from those established under the laws of more developed countries. Such
differences may mean that SGP’s minority shareholders may have less protection than they would have under the
laws of more developed countries. The obligation under Philippine law of majority shareholders and directors
with respect to minority shareholders may be more limited than those in certain other countries such as the United
States or the United Kingdom. Consequently, minority shareholders may not be able to protect their interests
under current Philippine law to the same extent as in certain other countries.

The Revised Corporation Code of the Philippines, however, provides for minimum minority shareholders
protection in certain instances wherein a vote by the shareholders representing at least two-thirds its outstanding
capital stock is required. The Revised Corporation Code of the Philippines also grants shareholders an appraisal
right allowing a dissenting shareholder to require the corporation to purchase their shares in certain instances.
Derivative actions are rarely brought on behalf of companies in the Philippines. Accordingly, there can be no
assurance that legal rights or remedies of minority shareholders will be the same, or as extensive, as those available
in other jurisdictions or sufficient to protect the interests of minority shareholders.

There can be no assurance that SGP will be able to pay dividends or maintain any given level of dividends.

SGP is a holding company and conducts no significant business operations. NGCP is the sole operating asset of
SGP held by the latter through its direct and indirect shareholdings in the Intermediate Holding Companies and,
as such, SGP expects to depend upon the dividends and distributions from NGCP for almost all of its cash flow.
Most of SGP’s assets are held by, and almost all of its earnings and cash flows are ultimately attributable to NGCP.
As a holding company, the Issuer’s income, on a standalone basis, is derived primarily from dividends and
distributions from NGCP. The Issuer’s liquidity, ability to pay expenses, and meet obligations, are dependent
upon the flow of funds from NGCP through the Intermediate Holding Companies. If the Issuer does not generate
sufficient net operating profit, its income and resulting ability to pay dividends will be adversely affected.
Dividends shall be declared and paid out of SGP’s unrestricted retained earnings, which shall be payable in cash,
property or stock to all shareholders on the basis of outstanding stock held by them. However, the Board of
Directors, in its discretion, may decide to declare dividends to be payable in property or shares. The declaration
of dividends is subject to the requirements of applicable laws and regulations, and circumstances which restrict
the payment of dividends. See “Dividends and Dividend Policy—Dividend Policy” beginning on page 76 of this
Prospectus.

The Board may, at any time, modify any dividend policy taking into consideration various factors including: the
level of cash earnings, return on equity and retained earnings; results of operations and financial condition at the
end of the year in respect of which the dividend is to be paid and its expected financial performance; the projected
levels of capital expenditure and other investment plans; restrictions of payment of dividends that may be imposed
on by any of the Group’s financing arrangements and current and prospective debt service requirements; and such
other factors as the Board deems appropriate.

No assurance can be given as to the ability to make or maintain dividends. Nor is there any assurance that the
level of dividends will increase over time, or that the Group will generate adequate income available for dividends
to shareholders.

To manage the risk to investors of the potential inability of SGP to pay dividends in a given financial period, it
intends to comply with applicable financial reporting and disclosure requirements in order to apprise investors of
the financial performance and position of SGP on a regular basis.

The Common Shares are subject to Philippine foreign ownership limitations and holders of the Common
Shares are subject to limitations on ownership in other Power Industry Players.

The Philippine Constitution and related statutes set restrictions on foreign ownership in companies engaged in
certain activities. In particular, foreign ownership in a public utility is limited to a maximum of: (i) 40% of its
issued and outstanding capital stock; and (ii) 40% of its total issued and outstanding voting shares. Furthermore,
ownership of private lands in the Philippines is also a nationalized activity reserved to Filipino citizens and
corporations and associations at least 60% of whose capital is owned by Filipino citizens. Given the foregoing,
SGP, as the indirect controlling shareholder of NGCP, a public utility and owner of several parcels of land, cannot
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allow the issuance or the transfer of shares to persons other than Philippine Nationals and cannot record transfers
in its books if such issuance or transfer would result in SGP ceasing to be a Philippine National for purposes of
complying with the restrictions on foreign ownership.

Under the terms of the Franchise of NGCP and as a general rule, NGCP and its shareholders, directors or officers,
or any of their relatives within the fourth civil degree of consanguinity and their respective spouses, shall not be
allowed to hold any shares of stock in any Power Industry Player. Likewise, a Power Industry Player or its
stockholders, directors or officers, or any of their relatives within the fourth civil degree of consanguinity and
their respective spouses, shall not be allowed to hold any shares of stock in NGCP. As of the date of this
Prospectus, SGP is not aware of any violation of the above restrictions.

Moreover, as long as SGP is listed on the PSE and owns shares of, or controls, NGCP, ownership of shares in
SGP is subject to the following restrictions under the terms of the Franchise of NGCP: (i) a Power Industry Player
or its stockholders, directors or officers, or any of their relatives within the fourth civil degree of consanguinity
(except if such relative, whether by blood or marriage, has no employment, consultancy, fiduciary, contractual,
commercial or other economic relationship or interest in such Power Industry Player) and their respective spouses,
shall not be allowed to own more than 1% of the total outstanding shares of SGP, provided, however, that a
stockholder of a PSE-listed Power Industry Player owning not more than 1% of the total outstanding shares of the
same Power Industry Player shall not be subject to the foregoing restriction; and (ii) a stockholder of SGP shall
not own more than 1% of the shares of stock or equity interest in any Power Industry Player (the “Cross-
Ownership Rule”).

For purposes of the foregoing, a “Power Industry Player” means a generation company, distribution utility,
or its respective subsidiary or affiliate, or other entity engaged in generating and supplying electricity specified
by the ERC. An “affiliate” means any person which, alone or together with any other person, directly or
indirectly, through one or more intermediaries, controls, is controlled by, or is under common control, with another
person. As used herein, “control” shall mean the power to direct or cause the direction of the management policies
of a person by contract, agency or otherwise.

SGP has amended its Articles of Incorporation to include a provision that any issuance or transfer of shares of
SGP in violation of the foregoing restrictions shall be void, and no shares of stock of SGP issued or acquired in
violation of such restrictions shall be recorded (or allowed to remain recorded) in the books of SGP, or
allowed to vote or be entitled to representation at any stockholders’ meeting of the SGP, nor shall the holder
of such shares of SGP be entitled to any of the rights of a stockholder of SGP, including the right to
dividends, during the existence of such violation. SGP’s amended Articles of Incorporation containing the cross-
ownership provision was submitted to the Philippine SEC for approval on September 28, 2021 and the Philippine
SEC approved the amendment on October 6, 2021.

These restrictions may adversely affect the liquidity and market price of the Common Shares to the extent that
international investors or investors owning more than 1% of the total outstanding shares of a listed Power Industry
Player or with shareholdings in other Power Industry Players are not permitted to purchase Common Shares
exceeding 1% of the total outstanding shares of SGP in normal secondary transactions. As of the date of this
Prospectus, the Group is compliant with all conditions for foreign shareholder ownership and limitations under
the Cross-Ownership Rule. See “Regulatory and Environmental Matters—Foreign Investments and Laws and
Regulations Relating to Restrictions on Foreign Equity” on page 242 of this Prospectus.

Future changes in the value of the Philippine Peso against the U.S. dollar and other currencies will affect
the foreign currency equivalent of the value of the Common Shares and any dividends.

Fluctuations in the exchange rate between the Philippine Peso and other currencies will affect the foreign currency
equivalent of the Philippine Peso price of the Common Shares on the PSE. Such fluctuations will also affect the
amount in foreign currency received upon conversion of cash dividends or other distributions paid in Philippine
Pesos by SGP on, and the Philippine Peso proceeds received from any sales of, the Common Shares.

The Philippine economy has experienced volatility in the value of the Philippine Peso and also limitations to the
availability of foreign exchange. In July 1997, the BSP announced that the Peso can be traded and valued freely
on the market. As a result, the value of the Philippine Peso underwent significant fluctuations between July 1997
and December 2004 and the Philippine Peso declined from approximately 29.00 to U.S.$1.00 in July 1997 to
P56.18 to U.S.$1.00 by December 2004. As of December 31, 2017, according to BSP data, the Peso remained
steady at P49.93 per U.S.$1.00 from P49.81 per U.S.$1.00 at the end of 2016. The Peso depreciated to P51.80
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against the U.S. dollar as of December 31, 2019, but has since appreciated and remained stable in 2020 and the
first quarter of 2021. As of October 12, 2021, the exchange rate quoted on the BSP Reference Exchange Rate
Bulletin was P50.67 per U.S.$1.00. See “Exchange Rates.”

The transfer of Offer Shares is restricted in certain jurisdictions which may adversely affect their liquidity
and the price at which they may be sold.

The Offer Shares have not been registered under, and SGP is not obligated to register the Offer Shares under, the
U.S. Securities Act or the securities laws of any other jurisdiction and, unless so registered, may not be offered or
sold except pursuant to an exemption from, or a transaction not subject to, the registration requirements of the
U.S. Securities Act and any other applicable laws. See “Plan of Distribution—Selling Restrictions” on page 295
and “Summary of the Offer—Transfer Restrictions” on page 26. SGP has not agreed to or otherwise undertaken
to register the Offer Shares in such other jurisdictions, and SGP has no intention of doing so.

Overseas shareholders may not be able to participate in the Issuer’s future rights offerings or certain other
equity issues.

If SGP offers or causes to be offered to holders of the Offer Shares rights to subscribe for Common Shares or any
right of any other nature, SGP will have discretion as to the procedure to follow in making such rights available
to holders of the Offer Shares or in disposing of such rights for the benefit of such holders and making the net
proceeds available to such holders. For example, such rights may not be offered to holders of the Common Shares
who are U.S. persons (as defined in Regulation S) or have a registered address in the U.S. unless: (i) a registration
statement is in effect, if a registration statement under the U.S. Securities Act is required in order for the Issuer to
offer such rights to holders and sell the securities represented by such rights; or (ii) the offer and sale of such
rights or the underlying securities to such holders are exempt from registration under the provisions of the U.S.
Securities Act.

The Issuer has no obligation to prepare or file any registration statement outside of the Philippines if the offer and
sale of rights to subscribe for securities or the underlying securities are exempted from the applicable registration
requirements. Accordingly, shareholders who are subject to similar restrictions may be unable to participate in
rights offerings and may experience a dilution in their holdings.

The intended use of the proceeds of the Offer may be delayed or may not materialize

The net proceeds from the sale of the Firm Shares are intended to be used for the purposes and in the manner set
out in “Use of Proceeds”. In particular, the net proceeds from the sale of the Firm Shares shall be used by SGP to
directly subscribe to non-voting preferred shares to be issued by NGCP, subject to applicable laws and regulations.
NGCP expects to issue the non-voting preferred shares and use the proceeds thereof with within 12 months from
completion of the Offer. However, while NGCP has agreed to create and issue the non-voting preferred shares
and its principal shareholders have undertaken to cause the issuance of necessary corporate approvals for this
purpose, the detailed terms and issue price of such non-voting preferred shares would be subject to negotiation
between SGP and NGCP, and board and stockholders’ approvals and Philippine SEC approval, including for the
amendment of NGCP’s articles of incorporation, are necessary to create and issue the shares. Thus, there is no
guarantee that such non-voting preferred shares will be created or issued within the expected time frame. As a
result, the use of proceeds may be delayed or may vary from the current intentions and the failure to apply the
proceeds in a timely manner or effectively could adversely affect the prevailing market price of the Common
Shares, NGCP’s capital expenditure plans, and the Group’s financial condition and results of operations.

To address the above, SGP intends to regularly submit reports via the PSE EDGE to ensure transparency in the
use of proceeds as discussed under the section “Use of Proceeds—Undertakings on Use of Proceeds” and to
consider other means by which NGCP can directly benefit from the proceeds, including through SGP advances to
NGCP, subject to compliance with the requirements of NGCP’s Concession Agreement and applicable laws.

There is disparity between the Offer Price of the Offer Shares and the last traded price of the Issuer’s
common shares, and such Offer Price is outside the required price thresholds under PSE’s trading rules

The last traded price on the PSE of SGP’s Common Shares was P395.80 per share before PSE suspended trading
of such Common Shares effective May 31, 2021 for SGP’s failure to meet the minimum public ownership
requirement following completion of the Share Swap. The Offer Price of £12.00 per Offer Share is below the
applicable price thresholds under Section 7, Article 1V of the PSE Revised Trading Rules and Section VI (1) of
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its Implementing Guidelines. The PSE may disallow the listing of the Offer Shares and trading of the Option
Shares if the trade price is not within the required thresholds.

However, the Joint Domestic Lead Underwriters and Joint Bookrunners submitted a letter to the PSE on October
5, 2021 requesting that the PSE lift or adjust the required price thresholds pursuant to Section 6, Article VII of the
PSE Revised Trading Rules, and permit the listing of the Offer Shares and crossing of the Option Shares on the
grounds that: (i) the completion of the Share Swap resulted in a drastic change in the underlying value of the
Issuer; (ii) the offer price range of the Offer Shares at the time of the listing application is more reflective of the
Issuer’s market value; and (iii) the Issuer and the other parties to the Offer are mandated to offer the Offer Shares
at the final offer price of the Offer Shares, which is more reflective of the Issuer’s market value. The PSE issued
a letter dated October 22, 2021, lifting the lower end of the price threshold, which effectively allows the Offer
Shares to be listed and the Option Shares traded at the Offer Price, subject to compliance with the relevant price
thresholds starting on the Listing Date.

RISKS RELATING TO CERTAIN INFORMATION IN THE PROSPECTUS
Certain information contained herein is derived from unofficial publications.

Certain information in this Prospectus relating to the Philippines, the power transmission business and the power
industry and market, generally, including statistics relating to market size, is derived from various Government
and private publications. This Prospectus also contains industry information which was prepared from available
public sources and independent market research conducted by The Lantau Group. The information contained in
that section may not be consistent with other information regarding the power transmission business and the power
industry. Similarly, industry forecasts and other market research data, including those contained or extracted
herein (such as in the section of this Prospectus entitled “Industry”), have not been independently verified by the
Issuer, the Group, the Selling Shareholders, the Financial Advisors, the Joint Global Coordinators and Joint
Bookrunners and the Joint Domestic Lead Underwriters and Joint Bookrunners, nor any of their respective
affiliates or advisors, and may not be accurate, complete, up to date or consistent with other information compiled
within or outside the Philippines. Prospective investors are cautioned accordingly.

The consolidated financial statements prepared for this Prospectus may not necessarily represent the
Group’s consolidated financial position, results of operation and cash flows.

The Share Swap transaction wherein the Issuer issued Common Shares in exchange for the shares of stocks of
OneTaipan and Pacifica2l resulted in a business combination involving OneTaipan and Pacifica21, including
NGCP. SGP is considered to be a business combination of entities under common control as the two Principal
Shareholders jointly control SGP, OneTaipan, Pacifica21 and NGCP before and after the Share Swap transaction.
Accordingly, the consolidated financial information of the Group were restated as a result of the retrospective
application of the accounting for business combination under common control. The Group recognized the assets
acquired and liabilities assumed at their carrying amounts. The difference between the consideration paid or
transferred and the net assets acquired is recognized under “Equity adjustment from common control transactions”
account in the consolidated statements of changes in equity. The consolidated financial statements as of December
31, 2020 and 2019 and for the years ended December 31, 2020, 2019 and 2018, and as of and for the years ended
December 31, 2018 and 2017 were restated as if the entities had been combined for the periods that the entities
were under common control. See note 6 of the 2020 audited financial statements elsewhere in this Prospectus.

There can be no assurance that SGP’s or NGCP’s future performance will be consistent with the past financial
performance included elsewhere in this Prospectus.

For further details, see “Selected Financial Information and Operating Information” on page 85 and

“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Basis of Preparation
and Significant Judgments and Estimates” on page 98.
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USE OF PROCEEDS
FIRM OFFER
Estimated Expenses

The Offer Shares shall be offered at the Offer Price of P12.00 per Offer Share. The Issuer will receive gross
proceeds of P12,642.0 million (U.S.$260.4 million) for the sale of the Firm Shares and the estimated net proceeds
from the Firm Shares will be approximately £12,224.5 million (U.S.$251.8 million) after deducting the applicable
underwriting and selling fees, licensing fees, taxes, costs and other expenses for the Offer. SGP will not receive
any proceeds from the sale by the Selling Shareholders of any Option Shares, to the extent the Overallotment
Option is exercised.

The estimated total proceeds from the sale of the Firm Shares, total expenses for the sale of the Firm Shares and
the net proceeds from the sale of the Firm Shares will be as follows:

Estimated Amounts
(P) (in millions)
Estimated Total proceeds from the Offer of the Firm Shares .............cccooiiinin 12,642.0
Estimated Expenses:
Underwriting fees for the Firm Shares (to be paid to the Joint Global Coordinators and

BOOKIUNNEIS) ..ttt et bbbttt sb e bbb e e eneennea 88.5
Underwriting fees for the Firm Shares (to be paid to the Joint Domestic Lead
Underwriters and BOOKIUNNETS).......covoiueieiireireeeeeiesiesiesestesreseeseeseesseseessessesssssessens 40.8
Discretionary fee for the Firm ShareS® ..........cooovveeeiieeceeeeee e 31.6
Fees to be paid to the PSE Trading PartiCipants .........cecereereriniesesesiesieeseeseeseesee e srennenns 28.3
LI DG T PP U U PR UPTUR TR 10.5
Philippine SEC registration, filing and legal research fees...........cccoeiiiiniiiniiinicienne 7.9
PSE FIlING FOE ...ttt e bbbt en 31.2
Estimated professional fees (including legal, accounting and financial advisory fees)® .. 163.6
Estimated professional fees include:
AUAIEOT FEES ...ttt b e et b ettt et sbe et sbe et 4.0
LEOAI FBES ...ttt et bbb bt 40.5
INAUSEIY CONSUITANE FEES ...ttt 35
FINANCIal AUVISOTY FEES ....cuiiieiiieiiiieie ettt 115.0
Stock Transfer and Receiving AQENnt FEES ........cooririiriireiiiireee e 0.5
SECUrities DEPOSITOIY FEES ....oiiiiiecieeie e st se ettt sreereene e 0.1
Estimated Other EXPENSESD ........cciviveiieeerceeeeee sttt sttt sttt 15.0
Total estimated expenses from the sale of Firm Shares...........ccccooeevviviviinisceieenn, 4175
Estimated net proceeds from the sale of Firm Shares ... 122245

Notes:
(1) Discretionary fee payable at the sole discretion of SGP of 0.25% of the gross proceeds and estimated applicable taxes.
(2) "Estimated other expenses" includes expenses for the printing of the Prospectus, roadshows and miscellaneous expenses.

The actual underwriting and selling fees and other Offer-related expenses may vary from the estimated amounts.
The estimated expenses set forth in the table above reflect the estimated expenses relating to the Firm Offer and
are presented in this Prospectus for convenience only.

Expenses incurred in connection with the Primary Offer, including documentary stamp tax, and fees of the
Domestic Receiving Agent, Registrar, Paying Agent and Stock Transfer Agent will be for the account of SGP.

Use of Proceeds

The net proceeds from the sale of the Firm Shares shall be used by the Issuer to directly subscribe to non-voting
preferred shares to be issued by NGCP, subject to applicable laws and regulations. Such proceeds will be utilized
within 12 months from receipt of the net proceeds from the Offer.

On October 5, 2021, the principal shareholders of NGCP, Calaca, Monte Oro and State Grid International
Development Limited (a wholly owned subsidiary of SGCC), submitted an undertaking to the SEC (i) to cause

70



the approval by NGCP’s board of directors of the creation and issuance of the non-voting preferred shares and to
submit proof of such approval to the SEC before the issuance of the Permit to Sell for the Offer, and (ii) to cause
immediately after the completion of the Offer the approval by NGCP’s board of directors and shareholders of the
detailed terms, including the issue price, of the non-voting preferred shares and the amendment for this purpose
of NGCP’s articles of incorporation, subject to applicable laws and regulatory approvals. On October 18, 2021,
NGCP’s board of directors passed a resolution approving the creation and issuance of the non-voting preferred
shares, subject to applicable laws and regulatory approvals, and with the detailed terms, conditions and features
of such shares to be considered and approved by the board of directors and shareholders of NGCP after the
completion of the Offer. Accordingly, the expected time frame and process for the issuance and disbursement of
the proceeds of the non-voting preferred shares is anticipated to be as follows:

Period Activity
Immediately after completion of the Offer NGCP’s board of directors and stockholders will approve the
detailed terms, including the issue price, of the non-voting
preferred shares and the amendment of the company’s
Articles of Incorporation for such purpose. SGP’s board of
directors will approve the subscription to the non-voting
preferred shares.

January to March 2022 NGCP will file the necessary application for the amendment
of its Articles of Incorporation with the Philippine SEC.

As soon as practicable after SEC approval of ~ SGP will subscribe to, and NGCP will issue, non-voting
the amendment of NGCP’s Articles of preferred shares in one or more tranches depending on
NGCP’s funding requirements; NGCP will disburse proceeds

[ ti duptoN ber 2022 :
ncorporation and up to November based on its CAPEX plan,

If the issuance of the non-voting preferred shares does not materialize, SGP and NGCP will consider and enter
into alternative arrangements (by way of equity investment, debt or a combination of both) by which the net
proceeds from the sale of the Firm Shares can be infused directly into NGCP. See “Risk Factors—Risks relating
to the Offer and the Offer Shares— The intended use of the proceeds of the Offer may be delayed or may not
materialize.”

Proceeds of the issuance of the non-voting preferred shares shall be utilized by NGCP to finance its capital
expenditure requirements and related cost and expenses, subject to compliance with the requirements of NGCP’s
Concession Agreement with PSALM and TRANSCO and applicable laws, including the Franchise of NGCP.

NGCP projects approximately P160 billion of capex requirements for the 5th Regulatory Period covering 2021 to
2025 to support the load growth and meet the large generation capacity additions while maintaining system
reliability and power quality. Of the total amount, NGCP’s total capital expenditures budget in 2022 amounts to
P37,599 million. About 68% or P25,594 million is attributable to CAPEX relating to planning and engineering,
which relate to projects for load growth, system reliability, generation entry, power quality and other support
activities.

In respect of NGCP’s other CAPEX requirements for 2022, NGCP intends to use cash flows generated from its
operations and obtain long-term financing from local and international banks to fund its CAPEX requirements to
the extent this is not covered by the proceeds from the issuance of the non-voting preferred shares to SGP. The
Planning and Engineering CAPEX, which are driven by load growth, system reliability, generation entry, and
power quality, are derived using inputs from the DOE and from the customers. Using the system peak demand
forecast, power system simulation studies are conducted to identify grid problems on adequacy, reliability and
power quality in the next 5, 10 to 20 years. Project solutions are evaluated which can include additional
transformer installation, new substation, new transmission lines, capacitor or reactor. Similarly, entry of new
power plants trigger new transmission backbone facilities necessary for power delivery to the load centers. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Capital
Expenditures” for further details on other sources of funding for NGCP’s capital expenditures on page 119.
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Planning and Engineering CAPEX

NGCP’s planning and engineering CAPEX is geared towards fulfilling its mandate to expand and improve the
Grid. The Transmission Development Plan (“TDP”) 2021-2040 contains NGCP's long-term expansion plan and
it is guided by NGCP’s vision to build the strongest power grid in Southeast Asia, to contribute to the social and
economic development of the country and to satisfy its stakeholders’ needs. The TDP is a comprehensive plan
that includes not only the expansion but also how NGCP will improve and replace assets that are beyond their
respective economic lives.

As part of its planned CAPEX for the 5th Regulatory Period, NGCP has identified 95 projects to be implemented
in 2022. As of June 2021, 39 of the 95 projects have ERC approval representing approximately £7,503.1 million
in CAPEX, while applications have been submitted to the ERC for the approval of 51 projects and three projects
have pending applications for a provisional authority from the ERC. The ERC-approved CAPEX projects for
2022 includes ongoing projects such as the Mindanao-Visayas Interconnection Project and the Cebu-Negros-
Panay 230KV Backbone Project-Stage3 (CNP3), as well as various substation, voltage improvement, transmission
line and transmission facilities projects across the Philippines.

NGCP has not yet identified any specific projects to be funded from the proceeds of the non-voting preferred
shares to be issued to SGP, and the proceeds can fund any number of the 95 projects depending on the stage of
implementation, urgency and other factors. It is also possible that a project may be funded partly by the proceeds
of the non-voting preferred shares and partly by cash flows from operations and/or other financing.

Mandate of NGCP
NGCP’s Franchise mandates it to maintain and operate the Transmission System and the main Grid.

Section 21 of Republic Act No. 9136, or the “Electric Power Industry Reform Act of 2001,” provides that “[T]he
buyer/concessionaire [of the transmission system] shall be responsible for the improvement, expansion, operation
and/or maintenance of its transmission assets and the operation of any related business.”

Clause 2.01 of the Concession Agreement grants NGCP, on an exclusive basis, the rights and responsibilities
during the Concession Period “(1) to construct, install, finance, manage, improve, expand, operate, maintain,
rehabilitate, repair, refurbish and replace the Transmission Assets, save that with regard the Sub-transmission
Assets, this obligation shall only be to operate and maintain the Sub-transmission Assets which have not been
disposed by TransCo, (2) to prepare the TDP and to implement such projects in the TDP as may be authorized by
the ERC...” Clause 7.01 (Transmission Development Plan) of the Concession Agreement also provides that
NGCP, as concessionaire, shall be responsible for preparing the TDP for the DOE and in consultation with
TransCo.

Transmission Development Plan

The Transmission Development Plan or TDP refers to the program for managing the transmission system through
efficient planning for the expansion, upgrading, rehabilitation, repair and maintenance, formulated by the NGCP
in consultation with participants of the electric power industry such as the generation companies, distribution
utilities, and the electricity end-users. The TDP shall be submitted to the DOE for integration with the Power
Development Program (PDP) and the Philippine Energy Plan (PEP).

The Grid development thrust in the TDP formulated by NGCP is geared towards the implementation of grid
resiliency program, improvement in transmission planning for the Competitive Renewable Energy Zones,
integration of emerging technologies, re-focused development strategy for 69kV facilities, increased electricity
access through island/off-grid interconnections, and continuous development of major transmission backbone.

With planning horizon up to 2040, the TDP is the master plan that seeks to ensure that the country has a
transmission network that can support growth and competitive electricity prices. This is done through a program
that will significantly upgrade and expand the transmission backbone in order to meet the forecast demand, support
the entry of new generating facilities and allow market competition. This also entails the creation of an
interconnected Philippine Grid which will allow the export of power between Luzon, Visayas and Mindanao
Grids. As the Luzon and the Visayas Grids are already interconnected, connecting the Visayas and Mindanao
would create more open, liberalized and competitive market as Mindanao-based industry players can participate
freely in WESM.
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Contribution of the SGCC

As NGCP’s technical partner, the State Grid Corporation of China (SGCC) collaborates closely with NGCP
through technical advice on design and engineering construction standards. This enables NGCP to enhance and
improve its own manual on Construction Quality and Workmanship Standards, particularly those for transmission
lines, substation architectural/civil works and substation electromechanical works, which are now being
implemented in NGCP’s landmark project—the Mindanao Visayas Interconnection Project (MVIP). The MVIP
also benefited from SGCC’s vast experience and technical expertise on HVDC systems, which were instrumental
in the design and development the project.

Through its research institute, SGCC helps in the conduct of studies for the assessment of the transmission Grid’s
readiness for renewable energy integration. In addition, NGCP benefits from technology exchanges and site visits
with SGCC on various subjects such as Smart Grid, power system protection, and grid operations, to keep NGCP
personnel in pace with the latest technology.

Undertaking on Use of Proceeds

Pending the above use of proceeds, SGP shall invest the net proceeds from the Firm Shares in short-term liquid
investments including but not limited to short-term government securities, bank deposits and money market
placements which are expected to earn at prevailing market rates.

No amount of the proceeds is to be used to reimburse any officer, director, employee, or shareholder, for services
rendered, assets previously transferred, money loaned or advanced, or otherwise. No amount of the proceeds will
be used to discharge any outstanding debts of SGP or NGCP.

Except for the underwriting fees, issue management fees and expenses related to the Offer, no amount of the
proceeds will be utilized to pay any outstanding financial obligations to the Joint Global Coordinators and Joint
Bookrunners and the Joint Domestic Lead Underwriters and Joint Bookrunners.

The foregoing discussion represents a best estimate of the use of proceeds of the Firm Shares based on the Issuer’s
current plans and anticipated expenditures. In the event that there is any change in the Issuer’s plan, including
force majeure, market conditions and other circumstances, the Issuer will carefully evaluate the situation and may
reallocate the proceeds for future investments or other uses, and/or hold such funds in investments, whichever is
more advantageous for the Issuer’s and its shareholders’ interest taken as a whole.

The Issuer undertakes that it will not use the net proceeds from the Firm Shares for any purpose, other than as
discussed above. However, NGCP’s plans may change, based on factors including changing macroeconomic and
market conditions, or new information regarding the cost or feasibility of these plans. The Group’s cost estimates
may also change as these plans are developed further, and actual costs may be different from budgeted costs. For
these reasons, timing and actual use of the net proceeds may vary from the foregoing discussion and the Issuer’s
management may find it necessary or advisable to alter its plans.

In the event of any substantial deviation, adjustment or reallocation in the planned use of proceeds, the Issuer shall
inform the Philippine SEC, PSE and the stockholders in writing at least 30 calendar days before such substantial
deviation, adjustment or reallocation is implemented. Any material or substantial adjustments to the use of
proceeds, as indicated above, should be approved by the Board, and disclosed to the PSE via PSE EDGE.

In addition, the Issuer shall submit via the PSE EDGE the following disclosures to ensure transparency in the use
of proceeds:

i.  quarterly progress report on the application of the proceeds from the Offer on or before the first 15 days
of the following quarter;

ii. annual summary of the application of the proceeds on or before January 31 of the following year; and
iii. approval by the Board in line with the Issuer’s approval limits of any reallocation on the planned use of
proceeds. The actual disbursement or implementation of such reallocation must be disclosed by the Issuer

at least 30 days prior to the said actual disbursement or implementation.

The Issuer shall submit a certification by the Issuer’s Treasurer and external auditor on the accuracy of the
information reported by the Issuer to the PSE, as well as a detailed explanation for any material variances between
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the actual disbursements and the planned use of proceeds in the Prospectus, if any, in the Issuer’s quarterly and
annual reports as required in items (ii) and (iii) above. Such detailed explanation will state the approval of the
Board as required in item (iv) above.

EXERCISE OF THE OVERALLOTMENT OPTION

Estimated Expenses

The estimated total proceeds that the Selling Shareholders will receive from the sale of the Option Shares, total
expenses for the sale of the Option Shares and the net proceeds from the sale of the Option Shares will be as

follows:

Estimated Amounts
(P) (in millions)

Estimated Total proceeds from the Overallotment Option..........cccccevevvivvivivceeiecnnn, 1,212.0

Estimated Expenses:

Selling fees for the Overallotment Option (to be paid to the Joint Global Coordinators and 8.5
BOOKIUNNEIS) ... te vttt ete ettt sttt ettt st es e e et et s e s teeneen e e e e s tesneereaneeneeneens

Selling fees for the Overallotment Option (to be paid to the Joint Domestic Lead 3.9
Underwriters and BOOKIUNNEES) ......coueiuiiiiiiiiesiesie ittt

Discretionary fee for the Overallotment Option M ..........ccccceeeeieieeeeee e 3.0

CrOSSING EXPENSESD ......ovveeeeteteie ettt ss ettt st a sttt ss s sea ettt as s ssenenens 20.8

EStimated Other @XPENSES.........ciiiciiee e 1.0

Total estimated expenses from the offer of Overallotment Option ............ccccoeevevenee 37.2

Estimated net proceeds from the offer of Overallotment Option..............ccccvevvvennne. 1,174.8

Notes:

(1) Discretionary fee payable at the sole discretion of SGP of 0.25% and estimated applicable taxes.
(2) "Crossing Expenses" refers to commissions, SCCP fees, Securities Investors Protection Fund, Philippine SEC fees, and
block sale fees.

The Issuer will not receive any of the proceeds from the sale of the Option Shares. The actual selling fees and
other Offer-related expenses may vary from the estimated amounts indicated above. The estimated amounts set
forth in the table above reflect the estimated expenses relating to the Overallotment Option and are presented in
this Prospectus for convenience only.
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DIVIDENDS AND DIVIDEND POLICY
LIMITATIONS AND REQUIREMENTS

Under Philippine law, a corporation can only declare dividends to the extent that it has unrestricted retained
earnings that represent the undistributed earnings of the corporation which have not been allocated for any
managerial, contractual or legal purpose and which are free for distribution to the shareholders as dividends. The
amount of retained earnings available for declaration as dividends may be determined pursuant to regulations
issued by the Philippine SEC. SGP is permitted under Philippine law to declare cash, property and stock dividends,
subject to certain requirements. See “Description of the Shares—Rights Relating to Shares—Dividends and
Dividend Rights” on page 266 of this Prospectus.

Dividends, whether cash, property or stocks, declared by NGCP and received by the holding companies, and
ultimately, by SGP (i.e., from Monte Oro and Calaca to OneTaipan and Pacifica2l, respectively, and to SGP) are
not subject to Philippine income tax. Under the Tax Code, as amended, dividends received by a domestic
corporation from another domestic corporation are not subject to tax as these are excluded from the taxable income
of the recipient domestic corporation.

The approval of the board of directors is generally sufficient to approve the distribution of dividends, except in
the case of stock dividends which requires the approval of stockholders representing at least two-thirds of the total
outstanding capital stock (which refers to the total shares of stock subscribed by, under binding subscription
agreements with, subscribers or stockholders, whether paid in full or in part, except treasury shares) at a regular
or special meeting duly called for the purpose.

The Revised Corporation Code of the Philippines generally requires a Philippine corporation with retained
earnings in excess of 100% of its paid-in capital to declare and distribute as dividends the amount of such surplus.
Notwithstanding this general requirement, a Philippine corporation may retain all or any portion of such surplus
in the following cases: (i) when justified by definite expansion plans approved by the board of directors of the
corporation; (ii) when the required consent of any financing institution or creditor to such distribution has not
been secured; (iii) when retention is necessary under special circumstances, such as when there is a need for
special reserves for probably contingencies; or (iv) when the non-distribution of dividends is consistent with the
policy or requirement of a Government office.

RECORD DATE AND PAYMENT DATE

Pursuant to existing Philippine SEC rules, any declaration of cash dividends must have a record date not less than
10 nor more than 30 days from the date of declaration. For stock dividends, the record date should not be less than
10 nor more than 30 days from the date of the shareholders’ approval. In either case, the set record date is not to
be less than 10 trading days from receipt by the PSE of the notice of declaration of dividend. In the event that a
stock dividend is declared in connection with an increase in authorized capital stock, the corresponding record
date is to be fixed by the Philippine SEC. In case no record date is specified for the cash and stock dividend
declaration, then the same shall be deemed fixed at 15 days from such declaration.

In relation to foreign shareholders, dividends payable may not be remitted using foreign exchange sourced from
the Philippine banking system unless the investment by such foreign shareholder was first registered with the
BSP.

Pursuant to the “Amended Rules Governing Pre-emptive and other Subscription Rights and Declaration of Stock
and Cash Dividends” of the Philippine SEC, all cash dividends and stock dividends declared by a company shall
be remitted to PDTC for immediate distribution to participants not later than 18 trading days after the record date
(the “Payment Date”); provided that in the case of stock dividends, the credit of the stock dividend shall be on
the Payment Date which in no case shall be later than the stock dividends’ listing date. If the stock dividend shall
come from an increase in capital stock, all stock shall be credited to PDTC for immediate distribution to its
participants not later than 20 trading days from the record date set by the Philippine SEC, which in no case shall
be later than the stock dividends’ listing date.

In accordance with the PSE disclosure rules, for all cash and stock dividends accruing to shares lodged with the
PDTC, whether from unissued capital or resulting from an increase in capital stock, the same shall be
remitted/credited to the PDTC for immediate distribution to its participants not later than 18 trading days from the
record date.
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DIVIDEND POLICY

There is no restriction that limits the ability of a corporation incorporated in the Philippines to pay dividends on
common equity other than the unavailability of unrestricted retained earnings.

SGP

On August 10, 2021, SGP’s Board of Directors passed a resolution setting out the Issuer’s dividend policy,
pursuant to which stockholders will be entitled to receive, upon declaration by the Board of Directors and subject
to the availability of unrestricted retained earnings and settlement of operational expenses and other relevant taxes,
costs and expenses required to be paid by SGP in the ordinary course of business, and subject to any financing
covenants, if applicable, dividends equivalent to up to 100% of the prior year’s net income after tax based on its
audited financial statements as of such year. For the avoidance of doubt, the prior year’s net income after tax shall
be determined with reference to the financial statements of SGP, and subject to the availability of cash and
unrestricted retained earnings available for dividends, based on the separate financial statements of SGP, and not
on the basis of the Group’s consolidated financial statements. Historically, the Intermediate Holding Companies
and NGCP have declared and paid dividends on a quarterly basis. Subject to such quarterly dividends being paid
by the Consolidated Subsidiaries, SGP likewise intends to declare dividends on a quarterly basis.

Intermediate Holding Companies

On August 10, 2021, the board of directors of each of OneTaipan, Monte Oro, Pacifica2l and Calaca adopted
similar resolutions on the declaration of dividends, which provide that stockholders are entitled to up to 100% of
the prior year’s net income after tax based on the relevant company’s audited financial statements as of such year,
subject to the availability of unrestricted retained earnings and settlement of operational expenses and other
relevant taxes, cost and expense required to be paid in the ordinary course of business, and subject to any financing
covenants, if applicable.

NGCP

On September 16, 2021, the board of directors of NGCP passed a resolution establishing its dividend policy.
Under such policy, any declaration of dividends must be aligned with the objective of maintaining a level of
capitalization that is commercially sound and must ensure that NGCP can sustainably operate while creating value
for its shareholders. As such, NGCP will work towards maximizing dividends within the framework of the policy.
Its board of directors shall approve the declaration of cash dividends out of its unrestricted retained earnings
subject to the following conditions:

(i) Compliance with the pertinent provisions of the Concession Agreement on dividends. The Concession
Agreement provides that NGCP can declare dividends (even without PSALM’s consent), if (a) there is
no occurrence or continuation of a Concessionaire’s Default!l or an event that might become a
Concessionaire’s Default with the lapse of time or the giving of notice or both; and (b) there is no
Deferred Payments that remain unpaid or, even if some Deferred Payments are unpaid, the required
Financial Tests!? are met as at the date any dividend is declared or paid. If any of the above conditions
is not met, NGCP can declare dividends only with the prior written consent of PSALM. Under the
Concession Agreement, “Financial Tests” means that, as of the date a dividend is declared or as of the
date a dividend or remittance on account of shareholder loans or advances is made (the “relevant date”),
(1) no installment of the Deferred Payments or other Indebtedness shall be in arrears, and (2) the Debt
Service Coverage Ratio as at the relevant date is not less than 1.15.

[1 Section 13.01 of the Concession Agreement provides for the following events of default by NGCP: (a) revocation of
congressional franchise or other authority to operate; (b) cessation of eligibility to hold a congressional franchise or other
authority to operate a public utility; (c) occurrence of a change in control without PSALM’s written consent or breach of
equity retention; (d) default in making timely payment of any amount payable of the concession fee; (e) material default in the
observance or performance of any other covenant; (f) declaration by any party or parties to any material indebtedness to be
in default; (g) event of bankruptcy; (h) material misrepresentation or incorrect warranty; and (i) abandonment.

[2 Financial tests means that as of the date a dividend is declared or as of the date a dividend or remittance on account of
shareholder loans or advances is made (the “relevant date™), (i) no installment of the Deferred Payments or other
Indebtedness shall be in arrears, and (ii) the Debt Service Coverage Ratio as at the relevant date is not less than one decimal
fifteen (1.15).
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(if) Compliance with applicable covenants under any loan agreements with banks and financial institutions,
whether local or foreign;

(iii) Compliance with the provisions of the Revised Corporation Code on dividend declaration and applicable
issuance of the Philippine SEC; and

(iv) Any dividend declaration shall also be subject to and consider, among others (a) capital expenditure
requirements and settlement of operational expenses; (b) legal and regulatory requirements that
determine cash flows available for capital expenditure, operational requirements and dividends; and (c)
market and financial conditions and other contingencies that may affect the Corporation’s cash flows and
funding requirements.

Historically, NGCP has declared and paid dividends on a quarterly basis, subject to the availability of unrestricted
retained earnings and settlement of operational expenses and other relevant taxes, cost and expense required to be
paid in the ordinary course of business, and subject to any financing covenants, if applicable. See “—History of
Dividend Payment” below.

Flow of Dividends

The chart below presents the flow of dividends from NGCP to the Intermediate Holding Companies and SGP.

Synergy Grid and
Development Phils Inc
67% 67%
One Taipan Holdings, Inc Pacifica 21 Holdings, Inc
100% 100%
Monte Oro Grid State Grid Calaca High Power

International
Development Ltd.

30% +1 40% 30% —1

National Grid Corporation
of the Philippines

The Board of SGP, may, at any time, implement and modify the dividend policy depending upon the results of
operations and future projects and plans and other considerations.

Resource Corp Corporation

Y

Dividends, if any, shall be declared and paid out of SGP’s unrestricted retained earnings which shall be payable
in cash, property or stock to all shareholders on the basis of the outstanding stock held by them. Unless otherwise
required by law, the Board, has sole discretion to determine the amount, type and date of payment of the dividends
to the shareholders, taking into account various factors, including:

. the level of earnings, cash flow, return on equity and retained earnings;

. results of operations and financial condition at the end of the year in respect of which the dividend is to
be paid and expected financial performance;

. the projected levels of capital expenditures and other investment programs;

. restrictions on payments of dividends that may be imposed by any current or future financing
arrangements and current or prospective debt service requirements; and

. such other factors as the Board deems appropriate.

SGP may also in the future enter into certain financing arrangements that would restrict its ability to pay dividends.
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HISTORY OF DIVIDEND PAYMENT

SGP has not declared any dividends to its stockholders from 2018 to the first half of 2021, since its operating
asset, NGCP, was consolidated to SGP only in May 2021. On September 27, 2021, SGP’s Board of Directors
approved the declaration of cash dividends to its stockholders in the aggregate amount of £2,000,873,850
representing dividend flows from NGCP and the Intermediate Holding Companies for the second and third
quarters of 2021. Payment date is October 18, 2021.

Historically, the respective board of directors of the Intermediate Holding Companies and NGCP have approved
the declaration and payment of dividends to their respective shareholders. The tables below set out the dividend
history of each.

One Taipan
Dividend

Date of Declaration Amount (P) Type Payment Date
March 14, 2018 1,325,000,000 Cash April 16, 2018
June 7, 2018 1,345,000,000 Cash June 13, 2018
September 27, 2018 1,320,000,000 Cash September 28, 2018
December 7, 2018 1,345,000,000 Cash December 7, 2018
April 16, 2019 1,125,000,000 Cash April 16, 2019
September 10, 2019 58,135,000 Cash September 10, 2019
October 31, 2019 2,235,000,000 Cash October 31, 2019
December 18, 2019 1,120,000,000 Cash December 18, 2019
June 1, 2020 880,000,000 Cash June 1, 2020
July 23, 2020 890,000,000 Cash July 23, 2020
October 19, 2020 900,000,000 Cash October 19, 2020
December 3, 2020
December 3, 2020 900,000,000 Cash December 15, 2020
June 4, 2021
June 30, 2021
May 10, 2021 900,000,000 Cash July 5, 2021
September 14, 2021
September 14, 2021 900,000,000 Cash September 23, 2021
September 21, 2021
September 21, 2021 895,000,000 Cash September 23, 2021

Pacifica2l
Dividend

Date of Declaration Amount (P) Type Payment Date
March 14, 2018 1,340,000,000 Cash April 13, 2018
June 7, 2018 1,345,000,000 Cash July 13, 2018
September 27, 2018 1,345,000,000 Cash September 28, 2018
December 7, 2018 1,350,000,000 Cash December 19, 2018
April 16, 2019 1,125,000,000 Cash April 16, 2019
October 31, 2019 2,235,000,000 Cash November 4, 2019
December 18, 2019 1,120,000,000 Cash December 19, 2019
June 1, 2020 880,000,000 Cash June 1, 2020
July 23, 2020 890,000,000 Cash July 23, 2020
October 19, 2020 900,000,000 Cash October 19, 2020
December 15, 2020 900,000,000 Cash December 15, 2020
June 4, 2021
June 30, 2021
May 10, 2021 900,000,000 Cash July 5, 2021
September 1, 2021 900,000,000 Cash September 2, 2021
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Monte Oro

Calaca

NGCP

September 21, 2021 895,000,000 Cash September 21, 2021
Dividend
Date of Declaration Amount (P) Type Payment Date
March 14, 2018 1,345,000,000 Cash March 14, 2018
June 7, 2018 1,345,000,000 Cash June 7, 2018
September 27, 2018 1,350,000,000 Cash September 27, 2018
December 7, 2018 1,345,000,000 Cash December 7, 2018
April 16, 2019 1,125,000,000 Cash April 16, 2019
June 27, 2019 1,120,000,000 Cash June 27, 2019
October 31, 2019 1,115,000,000 Cash October 31, 2019
December 18, 2019 1,120,000,000 Cash December 18, 2019
May 18. 2020 880,000,000 Cash May 18, 2020
July 8, 2020 890,000,000 Cash July 8, 2020
September 23, 2020 900,000,000 Cash September 23, 2020
December 3, 2020 900,000,000 Cash December 3, 2020
May 6, 2021 895,000,000 Cash May 6, 2021
June 22, 2021 895,000,000 Cash June 22, 2021
September 17, 2021 895,000,000 Cash September 17, 2021
Dividend
Date of Declaration Amount (P) Type Payment Date
March 14, 2018 1,340,000,000 Cash March 14, 2018
June 7, 2018 1,345,000,000 Cash June 7, 2018
September 27, 2018 1,345,000,000] Cash September 27, 2018
December 7, 2018 1,350,000,000 Cash December 7, 2018
April 16, 2019 1,125,000,000 Cash April 16, 2019
June 27, 2019 1,120,000,000 Cash June 27, 2019
October 31, 2019 1,115,000,000 Cash October 31, 2019
December 18, 2019 1,120,000,000 Cash December 18, 2019
May 18, 2020 880,000,000 Cash May 18, 2020
July 8, 2020 890,000,000 Cash July 8, 2020
September 23, 2020 900,000,000 Cash September 23, 2020
December 3, 2020 900,000,000 Cash December 3, 2020
May 6, 2021 895,000,000 Cash May 6, 2021
June 22, 2021 895,000,000 Cash June 22, 2021
September 17, 2021 895,000,000 Cash September 17, 2021
Dividend
Date of Declaration Amount (P) Type Payment Date
March 7, 2018 4,500,000,000 Cash March 7, 2018
May 22, 2018 4,500,000,000 Cash May 22, 2018
September 7, 2018 4,500,000,000 Cash September 7, 2018
November 23, 2018 4,500,000,000 Cash November 23, 2018
March 7, 2019 3,750,000,000 Cash March 7, 2019
June 26, 2019 3,750,000,000 Cash June 26, 2019
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Dividend

Date of Declaration Amount (P) Type Payment Date

September 26, 2019 3,750,000,000 Cash September 26, 2019
November 21, 2019 3,750,000,000 Cash November 21, 2019
March 19, 2020 3,000,000,000 Cash March 19, 2020
June 18, 2020 3,000,000,000 Cash June 18, 2020
September 17, 2020 3,000,000,000 Cash September 17, 2020
November 19, 2020 3,000,000,000 Cash November 19, 2020
March 25, 2021 3,000,000,000 Cash March 25, 2021
June 16, 2021 3,000,000,000 Cash June 17, 2021
September 16, 2021 3,000,000,000 Cash September 16, 2021

The decrease in dividend payout in 2020 was a result of re-allocation of funds to cover COVID-19 pandemic
uncertainties while the ensuring compliance with the financial covenants in the Concession Agreement and Loan
Facility Agreements, particularly Debt Service Coverage Ratio and Debt Equity Ratio. The decreasing dividend
payout in the last three years are primarily due to increased allocation of internally generated funds for CAPEX
projects. In the absence of 4th Regulatory Reset and on the basis of the interim Maximum Annual Revenue, NGCP
implemented CAPEX projects partly from internally generated cash amounting to #21.8 billion in 2017, #32.1
billion in 2018, £35.3 billion in 2019 and #40.0 billion in 2020. These projects include the Cebu-Negros-Panay
230kV Backbone Project—Stage 3 and the Mindanao Visayas Interconnection Project, pursuant to NGCP’s
mandate to maintain, refurbish and expand the Philippine transmission Grid in support of the country’s
infrastructure development while building the Company’s asset base which is the main driver of revenue growth.
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EXCHANGE RATES

The following table sets forth certain information concerning the exchange rate as set out in the BSP Daily
Reference Exchange Rate Bulletin, expressed in Philippine Pesos per U.S.$1.00:

Philippine Peso/U.S. dollar exchange rate

Year Periodend  Average® High® Low®

2016 .. 49.81 47.49 49.98 45.92

220 ) 49.92 50.40 51.80 49.40

2018 .. 52.72 52.66 54.35 49.77

2009 i 50.74 51.80 52.89 50.49

2020 ... 48.04 49.62 51.32 48.03

2021
AP 48.39 48.46 48.58 48.30
MAY ..o 47.90 47.96 48.16 47.82
JUNB ..o 48.54 48.12 48.84 47.67
JUIY e 50.34 49.94 50.44 48.70
AUGUSE. o 50.04 50.23 50.56 49.72
SEPLEMDEN ....iiieieee e 50.96 50.14 50.96 49.76
October (as of October 12) 50.67 50.73 50.89 50.49

Notes:

1) Average exchange rate quoted on BSP’s Reference Exchange Rate Bulletin for the period.

2) Highest daily exchange rate quoted on BSP’s Reference Exchange Rate Bulletin for the period.

®3) Lowest daily exchange rate quoted on BSP’s Reference Exchange Rate Bulletin for the period.

On October 12, 2021, the exchange rate quoted on the BSP Daily Reference Exchange Rate Bulletin was
U.S.$1.00 =$50.67.

81



DETERMINATION OF THE OFFER PRICE

The Offer Price has been set at P12.00 per Offer Share. The Offer Price has been determined through a
book-building process and discussion among the Issuer, the Joint Financial Advisors, the Joint Global
Coordinators and Joint Bookrunners and the Joint Domestic Lead Underwriters and Joint Bookrunners.

Investors should not rely on the historical market price of the Common Shares on the PSE as an indicator of the
value of the Common Shares.

The factors considered in determining the Offer Price include the ability of NGCP (being SGP’s sole operating
asset held by it through its direct and indirect shareholdings in the Intermediate Holding Companies) to generate
and grow earnings and cash flows, NGCP’s short and long-term prospects, the level of demand from institutional
investors, overall market conditions at the time of launch of the Offer, and the market valuation of comparable
listed companies. The Offer Price was determined through a book-building process and discussion among the
Issuer, Joint Financial Advisors, Joint Global Coordinators and Bookrunners and the Joint Domestic Lead
Underwriters and Joint Bookrunners.
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CAPITALIZATION

As of June 30, 2021, the Issuer’s authorized capital stock was £5,050,000,000.00 divided into 5,050,000,000
Common Shares, each with a par value of P1.00. On June 30, 2021, the Board of Directors of the Issuer approved
an amendment to its Articles of Incorporation to increase its authorized capital stock from £5,050,000,000 divided
into 5,050,000,000 Common Shares to £5,300,000,000 divided into 5,300,000,000 Common Shares, representing
an increase of 250,000,000 comprising 250,000,000 Common Shares (the “Capital Increase”). On August 10,
2021, the stockholders of the Issuer representing at least 2/3 of its total issued and outstanding capital stock
approved the Capital Increase. The Philippine SEC approved the Capital Increase on August 25, 2021.

In relation to the Capital Increase, the Principal Shareholders each subscribed to 31,250,000 Common Shares. As
a result and as of the date of this Prospectus, there are 4,212,366,000 Common Shares issued and outstanding.

The following table sets forth the Issuer’s capitalization and indebtedness (i) as of June 30, 2021, (ii) as adjusted
to reflect the Capital Increase, and (iii) as adjusted to give effect to the Offer at the Offer Price of #12.00 per Offer
Share.

This table should be read in conjunction with SGP’s combined audited financial statements as of June 30, 2021
and notes thereto, included elsewhere in this Prospectus.

As of June 30, 2021
as Adjusted After Giving As of June 30, 2021
Effect to the Increase in  as Further Adjusted After

As of June 30, 2021 Authorized Capital Giving Effect to the Offer
P uss$ P uss$ P UusS.$
(in millions)

Total Debt® 141,205.8 2,908.8 141,205.8 2,908.8 141,205.8 2,908.8
Equity
Capital SOCK .....vveerereereerererreieseen 4,149.9 85.5 4,212.4 86.8 5,265.9 108.5
Additional pa|d_|n cap|ta| .............. 77,7009 1,6006 77,7009 1,6006 89,2894 1,8394
Hedging reserve.......c.coeevvevvevanns - - - - - -
Premeasurements gains (losses) on

defined benefit liability .............. (60.4) (1.2) (60.4) (1.2) (60.4) (1.2)
Equity adjustments from common

control transactions.................... (73,359-2) (1,511-2) (73,359-2) (1,511-2) (73,359-2) (1,511-2)
Retained earnings .......................... 60,696.9 1,250.3 60,696.9 1,250.3 60,696.9 1,250.3
Equity Attributable to Equity

Holders of the Company ............ 69,128.1 1,424.0 69,190.6 1,425.3 81,832.6 1,685.7
Non_controlling interest ................. 28,841.8 594.1 28,841.8 594.1 28,841.8 594.1
Total EQUILY oo 97,969.9 2,018.2 98,032.4 2,019.5 110,674.4 2,279.9
Total Capitalization.................. 239,175.7 4,927.0  239,238.2 4,928.3 251,880.2 5,188.7

Notes:

(1) The translation of Philippine Peso amounts into U.S. dollars is provided for convenience only and is unaudited. Amounts
in Philippine Pesos were converted to U.S. dollars using the BSP Daily Reference Exchange Rate as of June 30, 2021 of
U.S.$1.00=P48.544. See "Exchange Rates."

(2) Comprised of loans payable — net of current portion and current portion of loans payable.
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DILUTION

If you invest in the Offer Shares, your interest will be diluted for each Offer Share you purchase to the extent of
the difference between the offer price per Offer Share and the net tangible book value per Common Share after
the Offer.

As of June 30, 2021, the net tangible book value per Common Share was P14.13 with a pro forma net tangible
book value per Common Share of P13.94 after the approval of the Capital Increase on August 25, 2021. Net
tangible book value per Common Share represents total assets (less goodwill) minus total liabilities and non-
controlling interests divided by the total number of Common Shares outstanding.

After giving effect to the sale of the Firm Shares (at an Offer Price of £12.00 per Offer Share), and after deducting
estimated commissions, fees and expenses of the Offer, the net tangible book value per Common Share would be
P13.47 per Offer Share. At the Offer Price of P12.00, the Common Shares will be purchased at a discount of P1.47
to net tangible book value per Common Share.

The following table illustrates dilution on a per Common Share at the Offer Price of P12.00 per Offer Share
assuming full exercise of the Overallotment Option:

Offer Price per Offer Share ... $12.00
Pro Forma Net tangible book value per Common Share as of June

30, 2021 ... s P13.94
Net tangible book value per Common Share as adjusted after the

OFFRE s P13.47
Dilution to investors in the OFfer........cccvvveeviccce e, P1.47

The following table sets forth the shareholdings, and percentage of Common Shares outstanding, of existing and
new shareholders immediately after completion of the Offer, assuming the Overallotment Option is not exercised:

Number of Shares %
Existing shareholders ..o, 4,212,366,000 79.99
NEW INVESIOIS ..oovvveiveeiieeiiecre e 1,053,500,000 20.01
Total ..o 5,265,866,000 100.0

The following table sets forth the shareholdings, and percentage of Common Shares outstanding, of existing and
new shareholders immediately after completion of the Offer, assuming full exercise of the Overallotment Option:

Number of Shares %
Existing shareholders ..........ccoceveiiniiinnne. 4,111,366,000 78.08
NEW INVESIOIS ....ccvovviiiiiieiiiciecicie e 1,154,500,000 21.92
TOtal v 5,265,866,000 100.0

See “Risk Factors—Risks Relating to the Offer Shares—Future sales of Shares in the public market could
adversely affect the prevailing market price of the Common Shares and shareholders may experience dilution in
their holdings" and "—Investors may incur immediate and substantial dilution as a result of purchasing Common
Shares in the Offer” on page 65 of this Prospectus.
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SELECTED FINANCIAL AND OPERATING INFORMATION

The following tables present the summary of financial information and should be read in conjunction with the
independent auditors’ reports and the Group’s consolidated financial statements, including the notes thereto,
included elsewhere in this Prospectus, and the section entitled "Management’s Discussion and Analysis of
Financial Condition and Results of Operations." The summary financial information as of and for the years ended
December 31, 2020, 2019 and 2018, as of and for the years ended December 31, 2018 and 2017 and for the six
months ended June 30, 2021 were derived from the Group’s consolidated audited financial statements, which
were prepared in accordance with PFRS and were audited by RGM in accordance with the PSA.

The Share Swap transaction wherein the Issuer issued Common Shares in exchange for the shares of stocks of
OneTaipan and Pacifica2l resulted in a business combination involving OneTaipan and Pacifica21, including
NGCP. SGP is considered to be a business combination of entities under common control as the two Principal
Shareholders jointly control SGP, OneTaipan, Pacifica2l and NGCP before and after the Share Swap
transaction. Accordingly, the consolidated financial information of the Group were restated as a result of the
retrospective application of the accounting for business combination under common control. The Group
recognized the assets acquired and liabilities assumed at their carrying amounts. The difference between the
consideration paid or transferred and the net assets acquired is recognized under "Equity adjustment from
common control transactions" account in the consolidated statements of changes in equity. The consolidated
financial statements as of December 31, 2020 and 2019 and for the years ended December 31, 2020, 2019 and
2018, and as of and for the years ended December 31, 2018 and 2017 were restated as if the entities had always
been combined for the periods that the entities were under common control. See note 6 of the 2020 audited
financial statements elsewhere in this Prospectus.

The summary financial information below is not necessarily indicative of the results of future operations.
Furthermore, the translation of Philippine Peso amounts into U.S. dollars is provided for convenience only and
is unaudited. Amounts in Philippine Pesos were converted to U.S. dollars using the BSP Daily Reference
Exchange Rate as of June 30, 2021 of U.S.31.00 = P48.544.

SUMMARY STATEMENTS OF COMPREHENSIVE INCOME

For the six-month period ended June

For the years ended December 31, 30,
2020 2020 2021 2021
2018 2019 2020 (unaudited)  (unaudited)  (unaudited)  (unaudited)
(in millions (in millions (in millions (in millions
(in millions of P) of U.S.$) of P) of B) of U.S.$)
REVENUES - NET .... 45,402.0 45,396.5 48,606.6 1,001.29 24,183.1 24,186.2 498.2
EXPENSES ..ocovvvviiin, 17,672.2 18,179.1 19,042.6 392.28 9,5654.3 8,915.4 183.7
INCOME FROM
OPERATIONS........ 27,729.8 27,2175 29,564.0 609.01 14,628.9 15,270.8 314.6

OTHER INCOME
(CHARGES) - NET

(6,7847)  (7,196.1)  (6,127.4)  (126.22) (3,2473)  (2,7715)  (57.1)

CONSTRUCTION
REVENUE AND

NET INCOME
BEFORE TAX ........ 20,945.1 20,0214 23,436.6 482.8 11,381.5 12,499.3 257.5

INCOME TAX
EXPENSE 0.2 11 0.8 0.0 0.5 0.2 0.0

NET INCOME ... 209450 20,0202 23,4358 48277 1153810  12,499.1 2575
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For the six-month period ended June

For the years ended December 31, 30,
2020 2020 2021 2021
2018 2019 2020 (unaudited)  (unaudited)  (unaudited)  (unaudited)
(in millions (in millions (in millions (in millions
(in millions of P) of U.S.$) of P) of P) of U.S.$)

Attributable to:
Equity holders of the

Parent Company........ 8,407.7 8,042.1 9,394.8 193.5 4,558.3 5,012.1 103.2
Non-controlling

iNterests. ..ovomoeiiii, 12,537.2 11,978.1 14,041.0 289.2 6,822.7 7,487.0 154.2
BASIC AND

DILUTED

EARNINGS PER

SHARE 2.03 1.94 2.26 N/A 1.10 1.21 N/A

SUMMARY STATEMENTS OF FINANCIAL POSITION

As of December 31, As of June 30,
2020 2021
2018 2019 2020 (unaudited) 2021 (unaudited)
(in millions of (in millions of
(in millions of P) (in millions of U.S.$) P) U.S.$)
Noncurrent assets:
Intangible asset — net ... 210,687.5 234,827.7 267,754.7 5,515.7 281,837.1 5,805.8
Property and equipment —

11 TR 3,729.2 4,175.9 3,974.9 81.9 3,968.0 81.7
Deferred input VAT ..... 76.4 - - - - -
Receivables — net of current

portion .......cc.ceeveeenne. 15 169.4 102.6 2.1 70.9 1.7
Goodwill ........c.coeevee. 10,471.6 10,471.6 10,471.6 215.7 10,471.6 215.7
Other noncurrent assets - 159.8 146.5 3.0 139.7 2.9
Total noncurrent assets

................................. 224,966.2 249,804.5 282,450.4 5,818.4 296,487.4 6,103.5

Current assets:
Cash and cash equivalents

................................. 13,626.3 16,015.4 14,081.2 290.1 9,816.9 202.2
Receivables — net.......... 10,277.6 9,186.4 13,577.6 279.7 14,722.3 303.3
Prepaid expenses and other

current assets ...........

........................ . 26,672.9 32,3934 34,503.0 710.8 26,759.0 551.2
Derivative asset............ - - - - - -
Total current assets.... 50,576.8 57,595.3 62,161.8 1,280.5 51,298.2 1,056.7

Total aSSetS ..onvrmronn, 275,543.0 307,399.7 344,612.2 7,099.0 347,785.6 7,164.3

Noncurrent liabilities:
Loans payable — net of
current portion ......... 94,350.6 116,623.9 122,503.9 2,523.6 126,484.6 2,605.6
Retirement benefits liability

................................. 1,055.0 1,615.9 2,027.1 41.8 1,886.0 38.9
Customers” and  other

deposits......c.cceueunn. 319.8 345.6 400.9 8.3 396.2 8.2
Concession fee payable 54,319.1 54,319.1 54,319.1 1,119.0 54,319.1 1,119.0
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As of December 31, As of June 30,
2020 2021
2018 2019 2020 (unaudited) 2021 (unaudited)
(in millions of (in millions of
(in millions of P) (in millions of U.S.$) P) U.S.$)
1,119.0 1,119.0
Other noncurrent liabilities
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 2,471.0 1,842.3 1,767.7 36.4 1,590.0 32.8
Total noncurrent
liabilities oo, 152,515.5 174,746.8 181,018.7 3,729.0 184,675.8 3,804.3
Current liabilities:
Trade and other current
payables................... 32,338.0 34,563.9 50,931.4 1,049.1 39,762.6 819.5
Current portion of loans
payable.............cooe... 8,927.6 11,544.9 13,1815 2715 14,7212 303.3
Other current liabilities 8,227.3 8,205.3 9,830.9 202.5 10,656.0 219.5
Total current liabilities
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 49,492.8 54,314.0 73,943.8 1,523.2 65,139.8 1,341.9
Total liabilities .............. 202,008.3 229,060.8 254,962.4 5,252.2 249,815.6 5,146.2
Equity
Capital stock ................ 4,149.9 4,149.9 4,149.9 85.5 4,149.9 85.5
Additional paid-in capital
................................. 77,907.6 77,907.6 77,907.6 1,604.9 77,700.9 1,600.6
Hedging reserve............ - - - - - -
Premeasurements gains
(losses) on  defined
benefit liability......... 1.9 (77.6) (152.0) (3.1) (60.4) 1.2)
Equity adjustments from
common control
transactions.............. (73,359.2) (73,359.2) (73,359.2) (1,511.2) (73,359.2) (1,511.2)
Retained earnings......... 38,248.0 46,290.1 55,684.9 117.1 60,696.9 1,250.3
Equity Attributable to
Equity Holders of the
Parent Company ... 46,948.2 54,910.7 64,231.2 1,323.2 69,128.1 1,424.0
Non-controlling  interest
................................. 26,586.5 23,428.1 25,418.5 523.6 28,841.8 523.6
Total equity................. 73,534.7 78,338.9 89,649.7 1,846.8 97,969.9 2,018.2
Total liabilities and equity
275,543.0 307,399.7 344,612.2 7,099.0 347,785.6 7,164.3

SUMMARY STATEMENTS OF CASH FLOWS INFORMATION

Net cash provided by
operating activities ...............
Net cash used in investing
aCtiVItIES ..voveivcece
Net cash provided by (used
in) financing activities...........
Effects of exchange rate
changes on cash and cash
equivalents...........cc.cvervennnn

For the six-month period ended

For the years ended December 31, June 30,
2020 2021
2018 2019 2020 (unaudited) 2020 2021 (unaudited)
(in millions of ®) (in millions (in millions
of U.S.$) (in millions of P) of U.S.$)
35,612.9 33,350.5 44,069.1 907.8 11,368.3 3,915.5 80.7
(33,865.8) (39,363.1) (41,610.5) (854) (9,234.5) (9,478.3) (200.8)
(6,673.1) 8,515.3 (4,290.5) (88.4) 377.1 1,062.0 21.8
(68.7) (113.5) (102.3) (2.1) (181.4) 236.5 4.9

87



For the six-month period ended

For the years ended December 31, June 30,
2020 2021

2018 2019 2020 (unaudited) 2020 2021 (unaudited)
Net increase (decrease) in
cash and cash equivalents..... (4,994.7) 2,389.1 (1,934.2) (39.8.) 2,329.3 (4,264.3) 87.8
Cash and cash equivalents at
beginning of year / period..... 18,621.0 13,626.3 16,015.4 329.9 16,015.4 14,081.2 290.1
Cash and cash equivalents at
end of year / period............... 13,626.3 16,015.4 14,081.2 290.1 18,344.8 9,816.9 202.2

SUMMARY OF SELECTED OPERATING AND FINANCIAL INFORMATION

As of and for the years ended December 31,

As of and for the six months

ended June 30,

2018 2019 2020 2020 2021

Net Income (P millions) 20,945.0 20,020.2 23,435.8 11,381.0 12,499.1

Attributable to:

Equity holders of the Parent

Company 8,407.7 8,042.1 9,394.8 4,558.3 5,012.1

Non-controlling interests 12,537.2 11,978.1 14,041.0 6,822.7 7,487.0
Revenues — net 45,402.0 45,396.5 48,606.6 24,183.1 24,186.2
EBITDA® 35,991.6 36,122.2 39,070.3 19,347.4 20,266.4
EBITDA Margin® 79.3% 79.6% 80.4% 80.0% 83.8%
Return-on-Assets® 7.6% 6.5% 6.8% 6.6% 7.2%
Net Income Margin® 46.1% 44.1% 48.2% 47.1% 51.7%
Total Debt © 103,278.1 128,168.8 135,685.3 131,931.5 141,205.8
Debt-to-EBITDA® 2.9x 3.5x 3.5x 3.4x 3.5x

Notes: (1) EBITDA is Net income + Finance Costs + Tax Expense + Depreciation and Amortization.

(2) Calculated as EBITDA / Net Revenue

(3) Calculated as Net Income / Total Assets. In calculating Return on Assets, Net Income for the six months ended June 30,
2020 and June 30, 2021 have been annualized by multiplying the Net Income for the six months ended June 30, 2020 and June

30, 2021 by two.
(4) Calculated as Net Income / Net Revenue

(5) Comprised of loans payable — net of current portion and current portion of loans payable
(6) Calculated as Debt / EBITDA. In calculating Debt / EBITDA, EBITDA for the six months ended June 30, 2020 and June
30, 2021 have been annualized by multiplying the EBITDA for the six months ended June 30, 2020 and June 30, 2021 by two.

EBITDA Reconciliation

The table below sets forth further information with respect to the computation of EBITDA for the years ended
December 31, 2018, 2019 and 2020 and the six months ended June 30, 2020 and 2021:

For the six months ended

For the years ended December 31, June 30,
(Audited) (Unaudited) (Audited) (Unaudited)
2018 2019 2020 2020 2020 2021 2021
(Uss$ (Uss$
(P million) million) (P million) million)
Net InCOmMe........ccovvvrvreenen. 20,945.0 20,020.2 23,435.8 4828 11,381.0 12,499.1 257.5
Add:
Finance Cost®................. 6,640.2 7,261.8 6,556.3 135.1 3,468.8 3,055.8 62.9
Tax expense .... 0.2 1.1 0.8 0.0 0.5 0.2 0.0
Amortization.................... 7,903.0 8,157.7 8,406.7 173.2 4,155.3 4,407.3 90.8
Depreciation..................... 503.2 681.3 670.7 13.8 341.7 304.1 6.3
EBITDA ..., 35,991.6 36,122.2 39,070.3 804.8 19,3474  20,266.4 4175
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Notes:
(1) Finance costs for the years ended December 31, 2018, 2019 and 2020 and for the six months ended June 30, 2020 and
2021 pertain to interest expense.

Key Operating Information of NGCP

Power Transmission Network

As of June 30, 2021

Capacitor and

Reactor
Transmission Substation Installations
Line (CKM) Substations Capacity (MVA) (MVAR)
Luzon 9,499 68 29,831 3,703
Visayas 5,379 43 5,724 872
Mindanao 5,855 34 6,141 453
Total 20,732 145 41,696 5,027

The table below sets out the contribution of regulated services and excluded services to total revenues for the
period presented.

For the year ended December 31, For the six months ended June 30,
2018 2019 2020 2020 2021
(in millions) (in millions)
P us.$ P Uus.$
Regulated Services
Power Delivery
Services......cccceveuan.. 40,982.1 40,885.8 44,128.8 909.0 21,920.5 21,937.8 451.9
System Operation 2,681.4 2,774.3 2,740.7 56.5 1,399.6 1,380.7 28.4
Services™*........ccovnen.
170.8 179.5 182.1 3.8 89.3 94.0 1.9
Metering Services....
43,834.3 43,839.6 47,051.6 20.0 23,409.4 23,4125 482.2
Excluded Services...... 1,567.7 1556.9 1,555.0 32.0 773.7 773.7 15.9
Revenues..................... 45,402.0 45,396.5 48,606.6 1,001.3 24,183.1 24,186.2 498.2

*Excluding ancillary services. NGCP does not earn revenue in the contracting of ancillary services. Ancillary services costs
are direct pass-through costs to customers benefitting from ancillary services.

The table below sets out the contribution of each of the three Main Grids to NGCP’s revenues for the periods
indicated.

For the year ended December 31, For the six months ended June 30,
2018 2019 20200 20200 2021@
(in millions) (in millions)
P UsSs$ % P uss$ %
Luzon
Grid
................................ 31,883.0 33,488.4 35,846.5 738.4 73.7 17,7915 17,8434 367.6 73.8
Visayas
Grid
................................ 6,551.0 5,503.4 5,896.8 121.5 12.1 2,959.0 2,935.7 60.5 12.1
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Mindanao
Grid

6,968.0 6,404.7 6,863.3 141.4 141 3,432.6 3,407.1 70.2 141

................................ 45,402 45,396.5 48,606.6 1,001.3 100.0 24,183.1 24,186.2 498.2 100.0
Notes: (1) Revenues for each of the Luzon, Visayas and Mindanao Grids excluding the allocation of accrued incremental
iMAR based on actual billings was P33,661.6 million, P5,537.4 million and P6,445.0 million, respectively, for year ended
December 31, 2020, and P16, 119.1 million, B2,680.9 million and P3,109.9 million, respectively, for the six months ended
June 30, 2020.

(2) Revenues for each of the Luzon, Visayas and Mindanao Grids excluding the allocation of accrued incremental iMAR based
on actual billings was P16, 639.9 million, P2,737.7 million and P3,177.3 million, respectively, for the six months ended June
30, 2021.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Prospective investors should read this discussion and analysis of the Group’s financial condition and results of
operations in conjunction with the sections entitled "Summary Historical Financial Information” and "Selected
Historical Financial Information” and with the audited consolidated financial statements as of December 31,
2020 and 2019 and for the years ended December 31, 2020, 2019 and 2018 (the "2020 audited financial
statements™), and as of and for the years ended December 31, 2018 and 2017 (the "2018 audited financial
statements™) and the audited consolidated interim financial statements as of and for the six months ended June
30, 2021 and 2020 (the "2021 interim financial statements”) in each case, including the notes relating thereto,
included elsewhere in this Prospectus. The audited financial statements and the interim financial statements
included in this Prospectus were prepared in compliance with PFRS.

The Share Swap transaction wherein the Issuer issued Common Shares in exchange for the shares of stocks of
OneTaipan and Pacifica2l resulted in a business combination involving OneTaipan and Pacifica2l, including
NGCP. SGP is considered to be a business combination of entities under common control as the two Principal
Shareholders jointly control SGP, OneTaipan, Pacifica2l and NGCP before and after the Share Swap
transaction. Accordingly, the consolidated financial information of the Group were restated as a result of the
retrospective application of the accounting for business combination under common control. The Group
recognized the assets acquired and liabilities assumed at their carrying amounts. The difference between the
consideration paid or transferred and the net assets acquired is recognized under "Equity adjustment from
common control transactions™ account in the consolidated statements of changes in equity.

The consolidated financial statements as of December 31, 2020 and 2019 and for the years ended December 31,
2020, 2019 and 2018, and as of and for the years ended December 31, 2018 and 2017 were restated as if the
entities had always been combined for the periods that the entities were under common control. See note 6 of the
2020 audited financial statements elsewhere in this Prospectus.

This discussion contains forward-looking statements and reflects the Group’s current views with respect to future
events and financial performance. Actual results may differ materially from those anticipated in these forward-
looking statements as a result of certain factors such as those set forth in the section entitled “Risk Factors” on
page 39 and elsewhere in this Prospectus. See “Forward-Looking Statements” on page xi of this Prospectus.

The translation of Philippine Peso amounts into U.S. dollars is provided for convenience only and is unaudited.
Amounts in Philippine Pesos were converted to U.S. dollars using the BSP Daily Reference Rate as of June 30,
2021 of U.S.$1.00 = P48.544.

OVERVIEW

Synergy Grid & Development Phils., Inc. (the “Issuer”, “SGP” or “Synergy”), a corporation organized and
existing under Philippine law, is a holding company listed on the PSE under the symbol “SGP.” The sole operating
asset of SGP is the National Grid Corporation of the Philippines (“NGCP”, the “Company”), which SGP holds
through its direct and indirect shareholdings in the Intermediate Holding Companies (as defined below), and as
of the date of this Prospectus, SGP indirectly controls 60% of the outstanding capital stock of NGCP through its
subsidiaries, OneTaipan Holdings, Inc. (“OneTaipan”) and Pacifica2l Holdings, Inc. (“Pacifica21”). In
particular, OneTaipan indirectly holds an equity interest of 30% plus one share in NGCP through its wholly-
owned company, Monte Oro Grid Resources Corporation (“Monte Oro”) and Pacifica2l indirectly holds an
equity interest of 30% minus one share in NGCP through its wholly-owned company, Calaca High Power
Corporation (“Calaca™) (each of OneTaipan, Pacifica21, Monte Oro and Calaca, are collectively referred to as
the “Intermediate Holding Companies”, and together with NGCP, the “Consolidated Subsidiaries”).

NGCP is the sole and exclusive operator of the Philippines’ nationwide transmission network linking power
generators and distribution utilities to deliver electricity to end-users across Luzon, Visayas and Mindanao. NGCP
is a privately-owned corporation responsible for operating, maintaining and developing the power transmission
grid, an interconnected system of towers, substations, lines and other high voltage equipment (the “Grid™), that
transmits gigawatts of power from where it is produced to where it is consumed.

As of June 30, 2021, NGCP’s power transmission network had a total length of over 20,732 CKM, with 41,696

MVA substation capacity and 20,000 transmission towers operating in 67 provinces. NGCP’s transmission
superhighway of high-voltage transmission facilities range from 500kV, 230kV, 138kV, 115kV and 69kV lines
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interconnected through 145 substations. The Company is also undertaking six island interconnection projects to
connect major sub-grids with one another as of the date of this Prospectus. These island interconnection projects
with currently expected completion dates from March 2022 to February 2026 are as follows: (i) Mindanao-Visayas
Interconnection Project; (ii) Panay-Guimaras 138kV Interconnection Project; (iii) Negros-Panay Interconnection
Project, Line 2; (iv) Cebu-Bohol 230kV Interconnection Project; (v) Batangas-Mindoro Interconnection Project
(in conjunction with the Palawan-Mindoro Interconnection Project (presently at feasibility study stage)); and (vi)
Quezon-Marinduque Interconnection Project. As of June 30, 2021, NGCP had a stable customer base of
approximately 400 customers comprising Generator Customers (i.e., power generation companies which are
connected to the NGCP system and authorized by the ERC to operate facilities used in the generation of electricity)
and Load Customers (e.g., distribution utilities, electric cooperatives, directly-connected industries and other
entities that receive supply and delivery of electricity for their own use or for distribution purposes). See
“Description of NGCP and Business of NGCP—Customers” on page 205 for further details on the distinction
between Generator Customers and Load Customers.

For the six months ended June 30, 2021 and for the years ended December 31, 2020, 2019 and 2018 the Group
had consolidated revenues of £24,186.2 million (U.S.$498.2 million), £48,606.6 million (U.S.$1,001.3 million),
P45,396.5 million and $45,402.0 million, respectively and net income of £12,499.1 million (U.S.$257.5 million),
P23,435.8 million (U.S.$482.8 million), £20,020.2 million and $20,945.0 million, respectively, for the same
periods.

The total net income attributable to equity holders of SGP was £5,012.1 million (U.S.$103.2 million), £9,394.8
million (U.S.$193.5 million), £8,042.1 million and $8,407.7 million for the six months ended June 30, 2021 and
for the years ended December 31, 2020, 2019 and 2018, respectively.

FACTORS AFFECTING RESULTS OF OPERATIONS

The Group’s results of operations are affected by various factors, trends, events and uncertainties, which may
impact revenues from continuing operations. Set out below is a discussion of the most significant factors that have
affected the Group’s results in the past, and which the Group expects to affect its results in the foreseeable future.
Factors other than those discussed below could also have a significant impact on the results of operations and
financial condition of the Group in the future.

The Group’s results of operations is not subject to seasonality. In particular, for NGCP, its service revenue is fixed
and allocated to all NGCP customers and service is based on capacity, which is not subject to seasonality. In the
last three years and in the six months ended June 30, 2021, there were no significant elements of revenue or loss
that did not arise from the Group’s continuing operations.

The Concession Agreement

The Concession Agreement, which is for a 25-year period starting on January 15, 2009 (the “Commencement
Date”) and ending on January 15, 2034, has a remaining period of approximately 12.5 years as of June 30, 2021.
The Concession Agreement may be extended for another 25 years, provided that the concession period shall not
be extended beyond the 50th year from the Commencement Date or for longer than the term of the Franchise. The
Franchise is for a term of 50 years from December 20, 2008.

Under the terms of the Concession Agreement, NGCP paid US$3.95 billion to acquire the concession (the
“Concession Fee”), with 25% payable at the Commencement Date with the balance payable to PSALM in semi-
annual installments (“Deferred Payments”) in accordance with Schedule 5 of the Concession Agreement. The
Concession Fee is recognized as part of intangible assets in the statements of financial position and is amortized
over the remaining concession period.

The balance of the Concession Fee was converted to Philippine peso at a fixed exchange rate equal to P42.75 for
every US dollar and payable in 40 semi-annual installments to PSALM with interest, and subject to adjustments,
in accordance with the Concession Agreement. In July 2013, NGCP exercised its option to prepay a portion of
the Concession Fee covering the period January 15, 2014 to January 15, 2024 (representing the 10th to 30th
Deferred Payments), following which NGCP would be required to pay the subsequent semi-annual instaliments.
As of June 30, 2021, the balance of the Concession Fee payable was £54,319.1 million (U.S.$1,118 million).

For further details on the adjustments to the Concession Fee, see note 5 of the 2020 audited financial statements,
the 2018 audited financial statements and , and the 2021 interim financial statements.
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Revenues from Regulated Transmission Services and Excluded Services

The Group derives revenues primarily from regulated transmission services and excluded services through its
operation of the Grid, as provided under the Rules of Transmission Wheeling Rates (RTWR) and is subject to the
PBR. While revenues from regulated transmission services are subject to MAR, excluded services are not subject
to MAR or other regulatory caps.

For the six months ended June 30, 2021 and for each of the years ended December 31, 2020, 2019 and 2018, the
Group derived 96.8%, 96.8%, 96.5% and 96.5% of revenues from regulated transmission services, respectively,
while for the same periods, 3.2%, 3.2%, 3.5% and 3.5% of revenues were derived from excluded services,
respectively.

Rate Setting under the Rules for Setting Transmission Wheeling Rates (RTWR)

PBR is an internationally accepted method of rate setting that meets the requirements of the EPIRA. PBR is
forward-looking and sets the MAR that NGCP can earn from the provision of Regulated Transmission Services
for each five-year Regulatory Period. The RTWR requires the MAR to be smoothed to reduce the likelihood of
price shocks to customers and revenue shocks to NGCP. Following an annual rate verification and validation
process, and using a price control formula, the ERC sets the MAR that NGCP can bill its customers for each year
in the Regulatory Period. As such, the Group’s annual revenues are subject to the applicable MAR as well as
permitted adjustments the PIS and Claims for Force Majeure Events under the RTWR, which in turn could affect
the Group’s net income and funds available for purposes of declaring dividends to shareholders.

Maximum Annual / Allowable Revenue (MAR) and Interim MAR (iMAR)

While the Regulatory Reset Process for the 3rd Regulatory Period (2011 to 2015) was completed, the 4th
Regulatory Reset Process for the period 2016 to 2020 and the 5th Regulatory Reset Process for the period 2021
to 2025 have been delayed and have not been completed. In respect of the 4th Regulatory Period, a series of public
consultations were held in the cities of Davao, Cebu and Pasig in August 2014 but despite the preliminary activities
undertaken, the 4th Regulatory Period Reset Process for the transmission business was not concluded. In respect
of the 5th Regulatory Period, certain activities have commenced in the first quarter of 2021. See “Description of
NGCP and the Business of NGCP—Overview of Regulatory Framework—Rate Setting and the Regulatory
Process” on page 191. In spite of such delays, there will still be a Regulatory Reset Process pursuant to the RTWR
and the coverage period will be subject to the “Issues Paper” to be promulgated by the ERC.

Generally, the methodology for the calculation of MAR is the same for each regulatory period pursuant to the
RTWR and OATS Rules. See “Description of NGCP and the Business of NGCP—Overview of Regulatory
Framework—Rate Setting and the Regulatory Process” on page 191.

The following summarizes the calculation of the MAR for the 3rd Regulatory Period.

The ERC calculated NGCP’s annual revenue entitlements on a forward-looking basis as the sum of the following
projected financial building blocks:

o Operating and maintenance expenditure (Opex);
. Taxes other than corporation tax (Taxm);

. Regulatory depreciation (RegDepn);

. Return on capital;

. Corporation tax (Taxp).

The value of the return on capital building block was calculated in accordance with the value of NGCP’s
Regulatory Asset Base (RAB) plus an allowance for working capital (WC) multiplied by the ERC’s estimate of
NGCP’s weighted average cost of capital (WACC).

NGCP’s maximum annual revenue entitlement (ARR) for each year of the third regulatory period was therefore:

ARR: = Opex: + Taxm: + RegDepnt + [(RAB: + WCt) X WACC] + Taxp.
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The intent behind this framework was that an efficient and prudent operator should have an expectation that it
will be able to recover, reasonably, its incurred costs in full. The recovery of efficient costs occurs in the
corresponding year in the case of opex, financing costs and tax, and over the life of built assets in the case of
capital costs.

In each case, the recovery of costs in full was subject to the ERC'’s right to challenge NGCP’s expenditure and
tax projections, NGCP’s asset valuation and NGCP’s estimate of its cost of capital. The ERC stated in its
determination document that its objective in regulating NGCP’s transmission charges is to ensure that “service
is provided with the quality demanded by customers at a price that is comparable with that a provider would be
able to charge for a similar service in a competitive environment.” To this end, the ERC devoted a sizeable
amount of time over a two-year period to understanding, reviewing and — where necessary — adjusting NGCP’s
projected costs and revenues.

This experience illustrates that under business as usual, the review process that the ERC conducts at each
regulatory reset is the single most important determinant of the profits that NGCP is able to earn and, hence,
the value that it is able to extract out of the concession.

The Rules give the ERC a certain amount of discretion as to how it applies its challenge, meaning that the
precise approach that the ERC takes when calculating each building block may vary from one reset to the next.
The ERC'’s approach to calculating each term in the formula in its determination for the third regulatory period
is summarised briefly in the table below.

ERC Approach to Calculating NGCP’s ARR for the Third Regulatory Period

Opex The ERC engaged an expert consultant to conduct a full review NGCP's five-year opex
projections. The ERC set the values of the Opex term in the ARR formula in line with its
consultant’s recommendations.

RAB NGCP’s RAB was calculated using the formula:
RABt = RABo + CAPEX: — RegDepnt - Disposals
where
RABo . was the rolled forward asset value for year t-1
Capext was the ERC's forecast of capital expenditure in year t
Disposalst was the ERC’s forecast of receipts from disposals of assets in year t.

The ERC engaged an expert consultant to value the transmission asset base as at 31
December 2008 on an optimised depreciated replacement cost basis. This valuation was
used as the value for RAB2008.

The ERC also engaged an expert consultant to conduct a full review of NGCP’s planned
capex. The ERC set the values of the Capex terms in the RAB formula in line with its
consultant’s recommendations.

Land The ERC'’s Capex term excluded all expenditures on land related costs. These
Capex expenditures were identified as a separate line item.
RegDepn Depreciation was calculated on a straight-line basis as the depreciated optimised

replacement cost of NGCP'’s assets divided by remaining asset life.

wcC The ERC set NGCP'’s working capital allowance as a percentage of the ERC'’s forecast of
annual Opex less an allowance for bad debts.
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WACC The WACC was set in line with the ERC's estimate of the weighted average of NGCP’s
equity finance and debt finance costs.

NGCP’s cost of equity was calculated in accordance with the capital asset pricing model
(CAPM) framework. The ERC's estimate of the cost of equity was 20.26%.*

NGCP’s cost of debt was calculated as a premium over Philippines government bond
yields. The ERC's estimate of the cost of debt was 12.27%.

The weights for the cost of equity and the cost of debt were 33% and 67%.

The resulting WACC was 15.04% on a nominal, vanilla basis.

Taxp Under the terms of its concession, NGCP does not pay income tax (NB: NGCP instead
pays a franchise tax of 3% of its revenues). The ERC therefore set the value of Taxp to
zero.

Taxm The ERC made forecasts of NGCP’s expected property tax and VAT payments.

(The 3% national franchise tax was not included in the ARR but is recovered separately
through a surcharge on customers’ invoices.)

Net The ERC’s determination provided for a capex efficiency adjustment and an opex

efficiency efficiency adjustment via which some of the financial benefit/disbenefit arising from

adjustment NGCP’s under-/over-spending against its allowances in the second regulatory period was
carried over into the third regulatory period.

The net value of this adjustment was negative. This was attributable principally to NGCP
over-spending in 2010.

Source: Lantau Report
* The ERC approved Cost of Equity (mid-range) is 20.67%.

In the absence of the final determination of the price and control arrangements by the ERC (a “Final

Determination”) for each of the 4th Regulatory Period and 5th Regulatory Period, alternative regulatory measures

were taken such that ERC has provisionally granted authority to implement the 2016 interim MAR (“2016 iIMAR”)
in the amount of £43,789.0 million, which was implemented in years 2016 to 2019, and subsequently provisionally

approved an incremental increase in the iIMAR in 2020, resulting in the amount of #47,051.6 million effective on

the April 2020 billing month (“2020 iMAR?). The billing of the incremental revenue increase, however, has been

deferred in consideration of the situation brought about by the COVID-19 pandemic.

Following the easing of quarantine arrangements, NGCP gradually billed a portion of the 2020 iMAR differential
in the total amount of 2300 Million for both billing months of July and August 2020. However, in an Order dated
July 28, 2020, the ERC directed the suspension of the billing of the 2020 iMAR providing, among others, that the
demand forecast used in the determination was no longer valid and would need to be reassessed. In compliance
with the Order dated July 28, 2020, NGCP discontinued the billing resulting in an unbilled 2020 iMAR differential
in the amount of 2,962.6 million. On October 1, 2021, NGCP filed a Reiteratory Motion for Implementation of
the 2020 iIMAR with the ERC where it reiterated its request to (1) lift the July 28, 2020 Order on the ground that
there has been a significant recovery and increase in demand and energy consumption since that Order was issued;
(2) allow NGCP to recover the deferred 2020 iMAR on top of the current iMAR and iIMAR for 2022, to be
implemented starting October 2021 to March 2022 billing period; (3) allow NGCP to recover the unbilled 2021
iMAR on top of the IMAR for 2022, to be implemented from April 2022 to December 2022; and (4) confirm that
the approved 2020 iMAR level of 47,051 million be implemented continuously until a new MAR is issued, or
until the issuance of a Final Determination for the succeeding regulatory period, whichever is earlier.

In respect of NGCP’s applications for iIMAR, the formula adopted by NGCP was the one used by its predecessor,
TRANSCO, when the ERC used the approved unbundled tariff in ERC Case No. 2001-901RC and the forecast
demand for the calendar year 2003. In the ERC’s December 2016 order on 2016 iMAR, ERC authorized NGCP
to implement an iIMAR for regulatory year 2016 using the pro tem formula and applied reduction factors. In the
ERC’s February 2020 Order on 2020 iMAR, the ERC adopted the methodology used in the determination of 2016
iIMAR, but with certain modifications through the introduction of the CAPEX reduction factor, which is intended
to further reduce the revenue to consider only Unplanned CAPEX Projects that are either 100% complete or are
certified Energy Project of National Significance (EPNS).

95



Although the current iIMAR being billed by NGCP may not necessarily reflect the level of revenues due to the
Transmission Provider as the same was derived using an interim approach and was not subjected to the Regulatory
Reset Process, which is otherwise required under the RTWR, NGCP believes that the manner by which the ERC
will address this should be discussed thoroughly in its Issues Paper to be issued for the relevant regulatory period.
Moreover, although a delay in the reset process has not been contemplated in the RTWR, and as such there is no
express provision stating on how the recovery shall be made in such a case, it is fundamental in the intent of the
RTWR that reasonable returns that are due to the Transmission Provider should be allowed to be recovered.

Performance Incentive Scheme (PI1S)

The PIS provides NGCP an incentive to improve the quality of service provided to customers. Under the PIS, key
indicators of service performance are monitored annually. See “Description of NGCP and the Business of NGCP—
Power Transmission Network—Grid Management and Maintenance—Performance Indices” on page 200 for
information on the ERC-approved Performance Indices for the 3rd Regulatory Period. The eight indices or
indicators for the 3rd Regulatory Period are (i) system interruption severity index; (ii) frequency of tripping; (iii)
system availability; (iv) frequency limit compliance; (v) voltage limit compliance; (vi) congestion availability
indicator (for Luzon Grid only); (vii) ancillary services availability indicator; and (viii) customer satisfaction
indicator. Should the quality of service performance be above targets set during the Regulatory Reset Process,
NGCP can earn an incentive of up to 3% of ARR or the unsmoothed MAR. Conversely, should the quality of
service fall below the targets, a penalty of up to 3% of ARR can be applied. See “Business—Overview of the
Regulatory Framework—Rate Setting and the Regulatory Reset Process” for further details.

In the absence of a Final Determination for the 4th Regulatory Period, which should provide, among others the
key indicators, performance targets and the ARR for years 2016 to 2020, the PIS has not been considered in the
current iMAR collected by NGCP. However, once the Final Determination is concluded, the MAR may be subject
to adjustments based on the PIS.

Capital Expenditures

The Group’s business is capital-intensive as it requires the expansion, maintenance and upgrading of the Grid to
fulfill its function as transmission provider. As such, a significant amount of NGCP’s revenues is used to fund
these capital expenditures.

The Group incurred capital expenditure of approximately £32,100.0 million, 35,268.0 million and £39,991.0
million (U.S.$823.8 million), in the years ended December 31, 2018, 2019 and 2020, respectively. Substantially
all of such capital expenditures are in connection with the construction, expansion, interconnection and upgrade
the Grid and it is expected that the Group’s capital expenditure will continue to increase in order to continuously
deliver reliable, quality and efficient transmission services to transmission customers. NGCP prepares an annual
Transmission Development Plan, which includes its capital expenditure requirements. Capital expenditures are
subject to the ERC’s approval.

Procedurally, capital expenditures are proposed by NGCP and approved by ERC during a Regulatory Reset
Process. As an interim approach, the NGCP has sought approval and authority from the ERC for the
implementation of its capital expenditure program for 2016 to 2025 through submitting each CAPEX Project
Application to the ERC, for which the ERC grants a provisional authority or approval to implement.

For the year ending December 31, 2021, the Group expects to incur capital expenditure of approximately P38,955
million (U.S.$802.5 million), of which 9,269 million (U.S.$190.9 million) has been utilized as of June 30, 2021.

Claims for Force Majeure Events (FME)

In the occurrence of FME, transmission assets operated by NGCP may be damaged or destroyed. In such cases,
increased costs incurred by NGCP, in addition to the maximum amounts that it is otherwise permitted to charge
to its transmission customers through the MAR, are allowed to be recovered through FME Pass Through charges,
subject to the approval of ERC in accordance with Article X of the RTWR.

For capital expenditures (i.e., replacement with new assets), partial recovery through additional FME charges will
be billed on top of the regulated charges from the time of its approval until the end of the current Regulatory
Period. The remaining unrecovered cost will then form part of the RAB assets to be carried forward to the
subsequent regulatory period and recovered through regulatory depreciation with a reasonable rate of return based
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on WACC. For operating expenditures (e.g. repairs), recovery during the current regulatory period as additional
OPEX, is allowable.

The assets destroyed by such FMEs are removed from the RAB in the succeeding regulatory reset, but recovery
is allowable through application for “accelerated depreciation.”

Management does not consider the occurrences of FMEs as impairment indications with respect to the future
economic benefits.

The ERC in its decisions dated December 10, 2012 under ERC Case Nos. 2010-112 RC, 2011-112 RC and 2010-
065 RC, authorized NGCP to collect the FME Pass-Through Amount Charge from its Luzon and Mindanao Grid
customers, and allowed FME billing of the rates corresponding to these FME claim applications until December
31, 2015, which is the last year under the Third Regulatory Period.

For 2011 to 2020, certain FME Claims were submitted to the ERC, which are pending review, and may impact
the Final Determination. See note 23 of the 2020 audited financial statements and note 27 of the 2021 interim
financial statements for further details on these FME claims.

Taxes

In consideration of the franchise and rights granted by Republic Act No. 9511, NGCP is required to pay a franchise
tax equivalent to 3% of all gross receipts derived from its operations under the Franchise, in lieu of income tax
and any and all taxes, duties, fees and charges of any kind, nature or description levied, established or collected
on its franchise, rights, privileges, receipts, revenues and profits, and on properties used in connection with its
Franchise except for real property tax on real estate, buildings and personal property, exclusive of the Franchise.

As such, NGCP’s income from business activities included within the scope of its authority under Section 1 of its
Franchise is exempt from income tax, and consequently from withholding taxes, minimum corporate income tax
(MCIT), improperly accumulated earnings tax (IAET), Value-Added Tax (VAT) and documentary stamp tax
(DST).

Subsequently, effective January 1, 2018, the implementation of the TRAIN Law (Section 86 (bbb)) changed the
classification of NGCP from a non-VAT to VAT entity, which made all transactions affected therein to be subject
to VAT. As such, effective January 1, 2018, all input taxes related to purchases of goods and services both for
capital expenditures and operating expenses shall be considered as input VAT, deductible from the NGCP’s output
VAT payable pursuant to the BIR rules and regulations. Output VAT is passed on to customers.

Under the Third Regulatory Period Final Determination under Clause 5.20, ERC Final Decision on Other Taxes,
particularly Section 5.20.1 it is stated that “the 3% national franchise tax will not be included in the maximum
allowed revenue (MAR) but will be recovered through a surcharge on the Regulated Entity’s customers’ invoices.”
NGCP started billing its customers the 3% national franchise tax effective on the billing period December 26,
2010 to January 25, 2011 as approved by the ERC under Resolution No. 07, series of 2011, “A Resolution
Allowing the Distribution Utilities to Include Their Monthly Transmission Cost the NGCP’s National Franchise
Tax Billing.” NGCP adopted an accounting treatment for franchise tax that upon billing to its customers, both
franchise tax receivable and franchise tax payable to BIR are set-up. As such, franchise tax recovery is not
recognized in the profit or loss in view of the pass-through nature of the 3% national franchise tax.

Regulatory Environment

NGCP operates its business in a highly regulated environment and all aspects of its operations, from project
implementation to transmission charges and revenue structure, are subject to regulation by the Government, acting
primarily through the ERC. The Group’s ability to continue to operate in a commercially viable manner depends,
in part, upon the regulatory environment and the ability to obtain a reasonable rate of return under the applicable
rate setting structure, particularly under the MAR that is set for each Regulatory Period, which would determine
the maximum amount of annual revenue that NGCP may derive for the regulated transmission services that it
provides. See “—Rate Setting under the Rules for Setting Transmission Wheeling Rates” above for further details
on regulated revenues.

Moreover, these regulatory requirements, which require the Group to meet operating standards and comply with

operational restrictions, among others, or any new requirements or changes to existing requirements, affect the
Group’s business strategies and financial performance. In addition, the Group incurs costs to ensure that the Grid
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and the services provide to customers comply with such requirements and keep abreast with the latest technology,
which results in ongoing capital expenditures.

Economic Conditions in the Philippines and Impact on System Demand

All of the Group’s revenues and most of the Group’s expenses are derived from its operations in the Philippines
and, therefore, the Group’s financial condition and results of operations have been, and are expected to continue
to be affected by the macroeconomic condition in the country

Any deterioration in the Philippine economy may adversely affect customer requirements and lead to a contraction
in system demand. In addition, certain events such as the COVID-19 pandemic may impact the Rate Setting and
Regulatory Reset Process. For example, the implementation of the 2020 iMAR was suspended by the ERC on the
ground, among others, that the demand forecast used in the determination of the 2020iMAR was no longer valid
and would need to be reassessed. Moreover, the COVID-19 pandemic may cause delays in construction activity,
and delays in the rollout of the Group’s CAPEX program.

BASIS OF PREPARATION AND SIGNIFICANT JUDGMENTS AND ESTIMATES

The Group’s financial information is prepared in conformity with PFRS. PFRS are based on International
Financial Reporting Standards issued by the International Accounting Standards Board. PFRS consist of PFRS,
Philippine Accounting Standards and Philippine Interpretations issued by the Financial Reporting Standards
Council.

The Share Swap transaction wherein the Issuer issued Common Shares in exchange for the shares of stocks of
OneTaipan and Pacifica2l resulted in a business combination involving OneTaipan and Pacifica2l, including
NGCP. SGP is considered to be a business combination of entities under common control as the two Principal
Shareholders jointly control SGP, OneTaipan, Pacifica21 and NGCP before and after the Share Swap transaction.
Accordingly, the consolidated financial information of the Group were restated as a result of the retrospective
application of the accounting for business combination under common control. The Group recognized the assets
acquired and liabilities assumed at their carrying amounts. The difference between the consideration paid or
transferred and the net assets acquired is recognized under “Equity adjustment from common control transactions”
account in the consolidated statements of changes in equity. The consolidated financial statements as of December
31, 2020 and 2019 and for the years ended December 31, 2020, 2019 and 2018, and as of and for the years ended
December 31, 2018 and 2017 were restated as if the entities had always been combined for the period that the
entities were under common control. See note 6 of the 2020 audited financial statements elsewhere in this
Prospectus. The preparation of the financial statements in conformity with PFRS requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and reported amounts of
assets, liabilities, income and expenses. The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances, the results of
which form the basis of making the judgments about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates.

Judgments are made by management on the development, selection and disclosure of the Group’s critical
accounting policies and estimated and the application of these policies and estimates. In particular, information
about significant areas of estimation, uncertainty and critical judgments in applying accounting policies that have
the most significant effect on the amount recognized in the financial statements are as follows:

Determination of functional currency

Classifying financial instruments

Determining the fair value of financial instruments

Service concession arrangements as operator

Concession rights

Determining the transaction price - regulated transmission services
Estimating accrued transmission revenue

Estimating allowance for impairment losses on receivables
Estimating useful lives of property and equipment

Estimating net realizable value of materials, spare parts and suppliers
Estimating useful life of intangible asset

Impairment of goodwill

Estimating residual value of intangible assets
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Reliable measure of the recovery payment
Estimating retirement benefits
Impairment of nonfinancial assets
Contingencies

For further details, see note 2 of the 2020 audited financial statements and the 2021 interim financial statements,
included elsewhere in this Prospectus

SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies are those that are both (i) relevant to the presentation of the Group’s financial
condition and results of operations and (ii) require management’s most difficult, subjective or complex judgments,
often as a result of the need to make estimates about the effect of matters that are inherently uncertain. As the
number of variables and assumptions affecting the possible future resolution of the uncertainties increase, those
judgments become even more subjective and complex.

In order to provide an understanding of how management forms its judgments about future events, including the
variables and assumptions underlying its estimates, and the sensitivity of those judgments to different
circumstances, the Group has identified its significant accounting policies in note 3 of the audited financial
statements and the interim financial statements, included elsewhere in this Prospectus.

DESCRIPTION OF KEY LINE ITEMS

The Group’s results of operations with respect to the years ended December 31, 2017, 2018, 2019 and 2020 and
the six months ended June 30, 2020 and 2021, are based on, and should be read in conjunction with, the audited
financial statements and the interim financial statements, and related notes thereto, included elsewhere in this
Prospectus.

Revenues - net

Revenues - net comprises transmission services operating income, connection and residual sub-transmission
income, and gain/ discount on transmission service.

Transmission services operating income pertains to services charges for the use of the transmission facilities under
the Concession Agreement where power delivery, system operation and metering services are provided by NGCP.

Connection charges are charges to recover the reasonable costs associated with connecting the transmission
customers’ facilities to the transmission providers’ facilities. Residual sub-transmission charges are charges to
recover the reasonable costs associated with sub-transmission assets that are not otherwise recovered through the
connection charge.

Gains on transmission service is due to the combined effect to several factors, such as exchange rate and levels of
regulated and excluded services rates for dollar customers under Executed Order 666.

Expenses
Expenses consist of:

Amortization of intangible asset

Salaries, wages and employee benefits
Repairs and maintenance

Donation for COVID-19 Preventive Drive
Depreciation

Supervision and regulatory fees

Insurance

Security and janitorial

Communication, light and water

Public relations and corporate social responsibility
Outside services

Transportation and travel
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Supplies and tools
Representation and entertainment
Fuel and oil

Rent

Provision for impairment losses on receivables
Taxes and licenses

Professional fees

Meetings and conferences
Advertising

Director’s fee

Charitable contributions

Filing fees

Other taxes

Miscellaneous

Other Charges - Net

Other charges - net consists of (i) interest expense, (ii) interest income, (iii) foreign exchange gain (loss) - net, (iv)
bank and finance charges, (v) loss on disposal of property and equipment and (vi) miscellaneous income/Expense.

Construction Revenue and Costs

The Group has various existing Construction Project Agreements with different contractors for the construction,
rehabilitation, upgrade, and infrastructure of transmission assets to provide transmission services with an average
term of more than one year. In accordance with the agreements, the contractor agrees to furnish all labor, materials,
equipment, and other incidentals necessary to complete the procurement, manufacturing, supply, construction,
erection, testing, and commissioning of the transmission assets. In consideration of such services, the Group
agrees to pay the contractors a fee under mutually agreed upon terms and conditions specified in the agreement.
In compliance with the mandate under the Concession Agreement, the Group engages the services of third party
contractors for its construction and upgrade services. Construction costs comprise of all expenses related to the
construction contracts which are equal to construction revenues because it is already the fair value of the intangible
asset recognized.

The Group recognizes construction costs and revenues in compliance with accounting standards specifically,
International Financial Reporting Interpretations Committee (IFRIC) 12, Service Concession Arrangements, but
do not receive any cash inflow nor does the Group receive any revenue from these activities. The annual revenue
the Group receives from transmission wheeling rates for the provision of transmission services is determined in
accordance with the RTWR as approved by the ERC.

RESULTS OF OPERATIONS

Six months ended June 30, 2021 compared to six months ended June 30, 2020

(Audited)
For the six months ended June 30,
2020 2021 2021 % Change
(in millions of P) (USSin
millions)
Operation Services Revenues -

Net ... 24,183.1 24,186.2 498.2 0.0%
EXPENSES......oovveceeerrinresiersseernnens 9,554.3 8,915.4 1837 (6.1)%
Income from Operations.............. 14,628.9 15,270.8 314.6 4.4%
Other Charges - Net

Interest eXpPense..........ccecvvvenee. (3,468.8) (3,055.8) (62.9) (11.9%

Interest iNnCOMe........c.ccoccvrvenee. 148.5 31.8 0.7 (78.6)%

Foreign exchange gain (loss) -

41 141.3 112.6 2.3 (20.3)%
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(Audited)
For the six months ended June 30,

2020 2021 2021 % Change
(in millions of P) n(quﬁir:’s‘)
Bank and finance charges ........ (98.6) (103.6) (2.1) 5.1%
Miscellaneous Income ............. 30.3 2435 5.0 703.6%
(3,247.3) (2,771.5) (57.1) 14.71Y%
Construction Revenue and Costs
Construction revenue................ 18,626.1 18,489.7 380.9 (0.7)%
CONStruction CoStS..........oveven... (18,626.1)  (18,489.7) (380.9) (0.1)%
Net Income before Tax................. 11,381.5 12,499.3 257.5 9.8%
Income Tax EXpense .......c.cco........ 0.5 0.2 0.0 (60.0)%
Net INCOME .....ccoevvvvveiieiieecreeee 11,381.0 12,499.1 257.5 9.8%
Attributable to:
Equity holders of the Parent
CompPany .......cooevvereniiienneen 4,558.3 5,012.1 103.2 10.0%
Non-controlling interests ................. 6,822.7 7,487.0 154.2 9.7%

Operation Services Revenues - Net

Operation Services Revenues - Net remained stable at 24,186.2 million (US$498.2 million) for the six months
ended June 30, 2021 compared to P24,183.1 million for the six months ended June 30, 2020.

In particular, operation services revenues are broken down into transmission services operating income and
connection and residual sub-transmission income as follows for the period indicated:

(Audited)
For the six months ended June 30,
2020 2021 2021 % Change
(in millions of P) (USSiin
millions)
Transmission services operating
INCOME ..o 23,409.5 23,4125 482.3 0.0
Connection and residual sub-
transmission iNCOME ........cccoevvee.. 773.6 7737 15.9 0.0
24,183.1 24,186.2 498.2

Expenses

Expenses decreased by 6.7% to P8,915.4 million (US$183.7 million) in the six months ended June 30, 2021
from P9,554.3 million in the six months ended June 30, 2020, primarily due to the 1.0 billion donation to the
Government for its COVID-19 preventive drive in the first half of 2020.

(Audited)
For the six months ended June 30,

2020 2021 2021 % Change

(in millions of P) (USSiin

millions)

Expenses

Amortization of intangible asset................... 4,155.3 4,407.3 90.8 6.1%
Salaries, wages and employee benefits......... 2,055.1 2,156.2 44.4 4.9%
Donation for COVID-19 Preventive Drive... 1000.0 0.0 0.0 100.0%
Repairs and maintenance...........c.cc.cceeeeene. 416.0 455.3 7.0 9.4%
Depreciation .........ccoveveeveierieieieeee e 341.7 304.1 6.3 (11.00%
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(Audited)
For the six months ended June 30,

2020 2021 2021 % Change
(in millions of P) (USSiin
millions)
INSUFANCE ... 208.7 247.1 5.0 18.4%
Security and janitorial..........cccccoeeeniiiinennne 230.7 241.4 4.8 4.6%
Supervision and regulatory fees.................... 234.2 234.2 4.3 0.0%
Communication, light and water................... 204.3 208.1 4.3 1.9%
Supplies and toolS........cccccvveveviiieieiiiiiene 78.4 139.8 2.3 78.3%
Public relations and corporate social
respONSIbIlItY ....ccvevveieiciieec e 153.2 96.1 2.0 (37.3)%
Transportation and travel............c..ccccovenennae 75.7 92.7 15 22.5%
Representation and entertainment................. 81.9 70.8 0.9 (13.6)%
Fuel and Oil........cccoooeniiniireeeee e 48.6 53.7 0.7 10.5%
RENE ..o 41.2 44.3 0.9 7.5%
OULSIAE SEIVICES .....eivevieeieieeeeeree e 92.2 36.0 2.0 (61.0)%
Taxes and liCeNSES ......ccvvvvvererieieeseseinns 38.9 36.0 1.9 (7.5)%
Provision for impairment losses on
receivables ..o 32.3 323 0.7 0.0%
Professional fees........ccccovvvevivicieiiiicieiennn 36.3 294 0.2 (19.0)%
AAVEITISING .o 7.4 8.6 0.2 16.2%
Director’s fee .....coevivieieeee e 75 7.5 0.0 0.0%
Meetings and conferences...........cc.ccoccveeeneae 8.3 7.4 0.7 (10.8)%
Charitable contributions............cc.ccocveneeee. 0.6 1.7 0.6 183.3%
Filing feeS .ovovviieicicce e 1.2 1.2 0.2 0.0%
MISCEIANEOUS ... 4.3 4.2 0.1 (2.3)%
Total 9,554.3 8,915.4 183.7 (6.7)%

Amortization of intangible asset increased by 6.1% to £4,407.3 million in the six months ended June 30, 2021
(US$90.8 million) from P4,155.3 million in the six months ended June 30, 2020 because of the amortization of
additional completed projects. Salaries, wages and employment benefits increased by 4.9% to $2,156.2 million
in the six months ended June 30, 2021 (US$44.4 million) from £2,050.1 million in the six months ended June 30,
2020 because of the increase in Terminal leave, SSS and Retirement Benefits. Repairs and Maintenance increased
by 9.4% to P455.3 million in the six months ended June 30, 2021 (US$7 million) from $416.0 million in the six
months ended June 30, 2020 because of the increase in maintenance computers, motor vehicles and Facilities
Management Expense. Insurance increased by 18.4% to £247.1 million in the six months ended June 30, 2021
(US$5 million) from 208.7 million in the six months ended June 30, 2020 because of the increase in premium
for Industrial All Risk Insurance. Security and janitorial increased by 4.6% to P241.4 million in the six months
ended June 30, 2021 (US$4.8 million) from $230.7 million in the six months ended June 30, 2020 because wage
increases billed in 2021. Communication, light and water increased by 1.9% to £208.1 million in the six months
ended June 30, 2021 (US$1.9 million) from P204.3 million in the six months ended June 30, 2020 because of the
increase in average rate per KWH on Station use and additional internet subscription. Supplies and tools increased
by 9.4% to P139.8 million in the six months ended June 30, 2021 (US$44.4 million) from P78.4 million in the
six months ended June 30, 2020 because of acquisition of COVID-19 vaccines and personal protective equipment.

Income from Operations

As a result of the foregoing, income from operations increased 4.4% to £15,270.8 million (US$314.6 million)
in the six months ended June 30, 2021 from 14,628.9 million in the six months ended June 30, 2020.

Other Charges - Net

Other charges - net decreased by 14.7% to P2,771.5 million in the six months ended June 30, 2021 from $3,247.3
million in the six months ended June 30, 2020, primarily due to a decrease in interest expense, interest income,
and foreign exchange gain, partially offset by increases in bank and finance charges and miscellaneous income.
Interest expense decreased by 11.9% to £3,055.8 million in the six months ended June 30, 2021 from £3,468.8

million in the six months ended June 30, 2020, primarily due to the interest rate reset for the deferred payments
to PSALM at the start of the 5" regulatory period at 5.313% from 6.5391% in the 4™ regulatory period.
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Interest income decreased by 78.6% to £31.8 million in the six months ended June 30, 2021 from P148.5 million
in the six months ended June 30, 2020, primarily due to lower interest rates based on BSP rate cuts.

Foreign exchange gain decreased by 20.3% to £112.6 million in the six months ended June 30, 2021 from P141.3
million in the six months ended June 30, 2020, primarily due to primarily due to net effect of decreasing FX rates
on settlement of payables related to various CAPEX projects.

Bank and finance charges increased by 5.1% to £103.6 million in the six months ended June 30, 2021 from £98.6
million in the six months ended June 30, 2020, primarily due to availment of new loans in 2021.

Miscellaneous income increased by 703.6% to P243.5 million in the six months ended June 30, 2021 from $30.3
million in the six months ended June 30, 2020, primarily due to higher liquidated damages and lower Other
financial expense.

Construction Revenue and Costs

Construction revenue and construction costs remained stable, amounting to P18,489.7 million in the six months
ended June 30, 2021 compared to 18,626.1 million in the six months ended June 30, 2020.

Income Tax Expense

Income tax expense decrease to £0.2 million in the six months ended June 30, 2021 from P0.5 million in the six
months ended June 30, 2020, primarily due to lower amount of income subject to income tax.

Net Income

As a result of the foregoing, net income increased by 9.8% to £12,499.1 million (US$257.5 million) in the six
months ended June 30, 2021 from 211,381.0 million in the six months ended June 30, 2020.

Net Income Attributable to Equity Holders of SGP

Net attributable to equity holders of SGP was increased in the six months ended June 30, 2021 to £5,012.1 million
(US$103.2 million) from P4,558.3 million in the six months ended June 30, 2020 due to increase in the Group’s
net income.

Year ended December 31, 2020 compared to year ended December 31, 2019

(Audited)
For the years ended December 31,
2019 2020 2020 % Change
(in millions of P) (US$ in
millions)
Revenues - Net........ccoccovvviieeninn, 45,396.5 48,606.6 1,001.3 7.1%
EXPENSES.....cvveeeecrcreririrerererenennane 18,179.1 19,042.6 392.3 4.7%
Income from Operations.............. 27,2175 29,564.0 1,001.3 8.6%
Other Charges - Net
Interest eXpense. .........ccovvveevans (7,261.8) (6,556.3) (135.1) 9.7)%
Interest iNCOME...........cccvrevvennnn. 3494 270.4 5.6 (22.6)%
Foreign exchange gain (loss) -
NEL ... (194.6) 311.9 6.4 (260.3)%
Bank and finance charges ........ (186.5) (224.0) (4.6) 20.1%
Loss on disposal of property
and equipment.........ccccevvivennene (7.8) (1.3) (83.3)%
Miscellaneous income.............. 105.2 71.9 15 (31.7)%
(7,196.1) (6,127.4) (126.2) (14.9)%
Construction Revenue and Costs
Construction revenue............... 32,297.8 41,236.9 849.5 27.7%

Construction COStS.........cocou.... (32,297.8)  (41,236.9) (849.5) (27.71)%
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(Audited)
For the years ended December 31,

2019 2020 2020 % Change
(in millions of P) (US$in
millions)
Net Income before Tax................. 20,021.4 23,436.6 482.8 17.1%
Income Tax EXpense .......c.cc......... (1.1) (0.8) 0.0 (27.3)%
Net INCOME ..o, 20,020.2 23,435.8 482.8 17.1%
Attributable to:
Equity holders of the Parent
Company .......coceeeerenenieneneenn 8,042.1 9,394.8 193.5 16.8%
Non-controlling interests................ 11,978.1 14,041.0 289.2 17.2%

Revenues - Net

Revenues - Net increased by 7.1% to £48,606.6 million (US$1,001.3 million) in 2020 from $45,396.5 million
in 2019 primarily driven by the incremental iIMAR for 2020.

In particular, revenues are further broken down into transmission services operating income and connection and
residual sub-transmission income as follows for the period indicated:

(Audited)
For the year ended December 31,
2019 2020 2020 % Change
(in millions of P) (US$in
millions)
Transmission services operating
INCOME ....covvvieiiiiee e 43,789.0 47,051.6 969.3 7.5%
Connection and residual sub-
transmission income ............... 1,556.9 1,555.0 321 (0.1)%
Gain/ discount on transmission
SEIVICE ...vvveevierevese e 50.6 - - (100.0)%
45,396.5 48,606.6 1,001.3 7.1%

The increase in transmission services operating income was primarily due to the incremental iMAR in 2020. Gain
on transmission service decrease due to cessation of contract granting a special rate to Sunpower last December
20109.

Expenses

Cost and expenses increased by 4.7% to £19,042.6 (US$392.3 million) in 2020 from P18,179.1 million in 2019
primarily due to the donation to the Government the amount of P942.8 million to assist in its efforts to address
the COVID-19 pandemic, of which approximately P500 million is in the form of food items and relief goods and
the rest in medical supplies and equipment. In addition, there was increased spending on public relations and
corporate social responsibility initiatives, representation and entertainment expenses and outside services in 2020
compared to 2019 because of financial assistance given to employees, meals expenses in relation to COVID-19
pandemic contingency measures and payment for consultancy services in relation to arbitration.

(Audited)
For the years ended December 31,

2019 2020 2020 % Change

(in millions of P) (USSin

millions)

Expenses

Amortization of intangible asset.................... 8,157.7 8,406.7 173.2 3.1%
Salaries, wages and employee benefits.......... 4,407.7 4,433.6 91.3 0.6%
Repairs and maintenance ............cc.ccoceveeeneae 1,533.0 1,320.8 27.2 (13.8)%
Donation for COVID-19 Preventive Drive.... - 942.8 19.4 -
Depreciation.........coceoeiereneieeieeeeee e 681.3 670.7 13.8 (1.6)%
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(Audited)
For the years ended December 31,

2019 2020 2020 % Change
(in millions of P) (USSiin
millions)
Supervision and regulatory fees.................... 468.4 468.4 9.6 0.0%
INSUFANCE.......oiiiiiiieie e 423.0 455.3 94 7.6%
Security and janitorial ............ccccooviiriiennne 461.5 434.8 9.0 (5.8)%
Communication, light and water ................... 423.9 340.7 7.0 (19.6)%
Public relations and corporate social
reSPONSIDIlItY ..ocoveveiiiicccc e 274.4 3215 6.6 17.2%
OULSIdE SEIVICES ...t 159.4 236.6 49 48.4%
Transportation and travel ..............ccccceveenen. 344.4 187.7 3.9 (45.5)%
Supplies and toolS..........ccoceveeeieriienee 184.2 185.6 3.8 0.8%
Representation and entertainment................. 102.4 168.3 35 64.4%
Fuel and oil 152.5 101.5 2.1 (33.4)%
(21111 96.9 98.9 2.0 2.1%
Provision for impairment losses on
receivables ..o 64.7 64.7 1.3 0.0%
Taxes and liCeNSeS ......cccvvvvvevereeieeseeinns 69.1 66.6 1.4 (3.6)%
Professional fees........cccoveivvinnensiennene 48.0 69.3 1.4 44.4%
Meeting and conferences ............ccocoeeveieneae 65.2 20.0 0.4 (69.3)%
AAVEITISING .o 16.8 18.6 0.4 10.7%
Director’s fee ......coeovieieieceeeeee 15.0 15.0 0.3 0.0%
Charitable contributions............cc.ccocveneeee. 9.6 15 0.0 (83.9)%
Filing feeS .ovovviieicicce e 2.0 1.3 0.0 (35.9)%
Other taXES....ccvviveiririiieienisie s - - - -
MiSCEIANEOUS ... 18.2 115 0.2 (36.9)%
Total 18,179.1 19,042.6 392.3 4.8%

The increase in cost and expenses primarily due to Donation for COVID-19 Preventive Drive. NGCP donated
P942.8 million worth of goods and medical equipment in support of the Government’s effort to combat the
outbreak of COVID-19 and to aid medical frontliners.

Income from Operations

As aresult of the foregoing, income from operations increased 8.6% to £29,564.0 million (US$1,001.3 million)
in 2020 from P27,217.5 million in 2019.

Other Charges - Net

Other charges - net decreased by 14.9% to P6,127.4 million in 2020 from P7,196.1 million in 2019, primarily
due to a decrease in interest expense and increase in net foreign exchange gain offset by decrease in interest
income and Miscellaneous income

Interest expense decreased 9.7% to P6,556.3 million in 2020 from P7,261.8 million in 2019 primarily due to
diminishing outstanding balance of deferred payment on refinancing loan and lower interest on other borrowings
due to delayed completion of projects, resulting in continuous capitalization of interest.

Interest income decreased by 22.6% to P270.4 million in 2020 from P349.4 million in 2019, primarily due to
lower interest rates based on BSP rate cuts.

The Group recorded foreign exchange gain - net of 2311.9 million in 2020 compared to foreign exchange loss -
net of P194.6 million in 2019, primarily due to net effect of decreasing FX rates on settlement of payables related
to various CAPEX projects.

Bank and finance charges increased by 20.1% to P224.0 million in 2020 from £186.5 million in 2019, primarily
due to new loans availed in 2020.

Loss on disposal of property and equipment decreased to 1.3 million in 2020 from P7.8 million in 2019,
primarily due to donation of wood poles from the NGCP warehouse.

105



Miscellaneous income decreased by 31.7% to £71.9 million in 2020 from £105.2 million in 2019, primarily due
to lower liquidated damages.

Construction Revenue and Costs

Construction revenue and construction costs increased by 27.7 %amounting to P41,236.9 million in 2020
compared to £32,297.8 million in 2019 primarily due to increase in on-going project cost.

Income Tax Expense

Income tax expense decreased to P0.8 million in 2020 from 1.1 million in 2019, primarily due to lower amount
of income subject to income tax.

Net Income

As a result of the foregoing, net income increased by 17.1% to $23,435.8 million (US$482.8 million) in 2020
from £20,020.2 million in 2019.

Net Income Attributable to Equity Holders of SGP

Net income attributable to equity holders of SGP increased to £9,394.8 million (US$193.5 million) in 2020
compared to 8,042.1 million in 2019 due to increase in the Group’s net income.

Year ended December 31, 2019 compared to year ended December 31, 2018

(Audited)
For the years ended December 31,
2018 2019 % Change
(in millions of P)

Revenues - Net.........ccoceveneinenn. 45,402.0 45,396.5 0.0%
EXPENSES......cvmvvererereeeerenaeienereeienans 17,6722 18,179.1 2.9%
Income from Operations............... 27,729.8 27,2175 (1.8)%
Other Charges - Net

INterest EXPenSe. .........co.vervenen. (6,640.2) (7,261.8) 9.4%

Interest income...........ccccceeneeneee 280.6 349.4 24.5%

Foreign exchange gain (loss) - net (423.6) (194.6) (54.1)%

Bank and finance charges ......... (164.9) (186.5) 13.1%

Loss on disposal of property and

EQUIPMENT .o 0.2) (7.8) 3800.0%

Miscellaneous income............... 163.5 105.2 (35.7)%

(6,784.7) (7,196.1) 6.1%

Construction Revenue and Costs

Construction revenue................. 29,453.2 32,297.8 9.7%

Construction Costs.................... (29,453.2) (32,297.8) 9.7%
Net Income before TaX.................. 20,945.1 20,021.4 (4.4)%
Income Tax EXpense..................... 0.2 11 609.8%
Net INCOME ...ovevrerieeicvceeeee e 20,945.0 20,020.2 4.3)%
Attributable to:
Equity holders of the Parent Company 8,407.7 8,042.1 (4.3)%
Non-controlling interests.................. 12,537.2 11,978.1 (4.5)%

Revenues - Net

Revenues - Net remained stable at P45,396.5 million in 2019 compared to £45,402.0 million in 2018 primarily
driven by decrease in connection and residual sub-transmission charges by 0.7% due to sale of various sub-
transmission assets, decrease in temporary transmission service discount by 3.1% due to lower actual consumption
in 2019 with the effect of decreasing FX rate on US dollar denominated receivables. Offset by increase in
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transmission services operating income by 0.02% to 43,789 million in 2019 from P43,782 million in 2018 as a
result of increase in metering service charges based on increased number of metering points for new customers
and increased demand for system operation charges.

In particular, revenues are further broken down into transmission services operating income and connection and
residual sub-transmission income as follows for the period indicated:

(Audited)
For the year ended December 31,
2018 2019 % Change

(in millions of P)

Transmission services operating

INCOME ..ot 43,782.1 43,789.0 0.0%
Connection and residual sub-
transmission income ............... 1,567.7 1,556.9 0.7)%
Gain/ discount on transmission
SEIVICE .. 52.2 50.6 (3.1)%
45,402.0 45,396.5 0.0%

The gain on transmission services is due to combined factors such as exchange rate and levels of regulated and
excluded services rates for dollar customers.

Expenses

Cost and expenses increased by 2.9% to £18,179.1 million in 2019 from P17,672.2 million in 2018. The increase
was primarily attributable to increase in expenses for repairs and maintenance as a result of increase in expenses
related to comprehensive maintenance and rehabilitation of Dona Imelda and Las Pinas Gas Insulated Substations
and repair of leak on submarine cable sealing in Allen Cable Terminal Station and increase in depreciation due to
increase in depreciation of other utility plant.

(Audited)
For the years ended December 31,
2018 2019 % Change

(in millions of ®)

Expenses

Amortization of intangible asset...............c........ 7,903.0 8,157.7 3.2%
Salaries, wages and employee benefits ............. 4,227.2 4,407.7 4.3%
Repairs and maintenance.............ccoccoeeeercnnnnn 981.8 1,533.0 56.1%
Donation for COVID-19 Preventive Drive ....... - - -
Depreciation........cccuvvevevieieieiise e 503.2 681.3 35.4%
Supervision and regulatory fees 468.4 468.4 0.0%
INSUrANCe......cvoiviiceeecc 414.6 423.0 2.0%
Security and janitorial ..................... 634.2 461.5 (27.2)%
Communication, light and water 386.5 423.9 9.7%
Public  relations and corporate social

reSPONSIDIILY.....ceeiiiiiicee e 332.9 274.4 (17.6)%
OULSIAL SEIVICES ....veveeenieieeiieiesie e 168.4 159.4 (5.3)%
Transportation and travel ...........ccccccceoeieincne. 401.2 344.4 (14.2)%
Supplies and tools ........cccevevereenane. 199.8 184.2 (7.8)%
Representation and entertainment 135.3 102.4 (24.3)%
Fuel and Oil ......cccovvviiiiiecc e 186.1 152.5 (18.1)%
RENE. ..ot 276.4 96.9 (64.9)%
Provision for impairment losses on receivables 64.7 64.7 0.0%
Taxes and liCeNSES......ccevvevrerereieeeeeeeeee 449 69.1 53.9%
Professional fees ........ccccccevvvennne 48.1 48.0 (0.2)%
Meeting and conferences 130.6 65.2 (50.1)%
Advertising....... 224 16.8 (25.0)%
Director’s fee 15.0 15.0 0.0%
Charitable contributions............... 9.1 9.6 5.5%
Filing fEES ..ovvoviivcicece e 0.9 2.0 122.2%
OLher TaXES ..cueeveeeerieiie e 100.6 - 100.0%
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(Audited)
For the years ended December 31,
2018 2019 % Change
(in millions of ®)

Miscellaneous 16.6 18.2 9.6%

Total 17,672.2 18,179.1 2.9%

Repairs and Maintenance increased by 56.2% to 1,532 million in 2019 from 981 million in 2018 because of
increase in expenses related to comprehensive maintenance and rehabilitation of Dona Imelda and Las Pinas Gas
Insulated Substations and repair of leak on submarine cable sealing in Allen Cable Terminal Station. Also, an
increase by 35.4% and 53.3% for Depreciation and Taxes and Licenses to P681 million and P69 million in 2019
from P503 million and P45 million in 2018 due to increase in depreciation of other utility plant and depreciation
of other utility plant under finance lease, respectively. This is offset by decrease in Other Taxes and Rent by
100% and 64.9% from 101 million and 276 million in 2018 pursuant to the implementation of TRAIN Law
in which Input VAT are recognized as asset and reclassification of vehicles and office space leases as finance
lease, respectively.

Income from Operations

As a result of the foregoing, income from operations decreased 1.8% to £27,217.5 million in 2019 from P27,729.8
million in 2018.

Other Charges - Net

Other charges - net increased by 6.1% to £7,196.1 million in 2019 from P6,784.7 million in 2018, primarily due
to increased, bank and finance charges and loss on disposal of property and equipment.

Interest expense increased 9.4% to $7,261.8 million in 2019 from £6,640.2 million in 2018 primarily due to prior
year adjustments related to Interest During Construction (IDC) variances from CY2012-2017 and increased
allocation of IDCs to interest expense in proportion to newly completed projects and implementation of the new
standard on leases, PFRS 16 effective January 1, 2019.

Interest income increased by 24.5% to P349.4 million in 2019 from P280.6 million in 2018, primarily due to
higher average ending cash balance for ten (10) investments and bank deposits and interest collected from
defaulting customers.

The Group recorded foreign exchange loss - net of 194.6 million in 2019 compared to foreign exchange loss -
net of P423.6 million in 2018, primarily due to decrease on realized gains/losses on foreign exchange and SWAP
transactions.

Bank and finance charges increased by 13.1% to P186.5 million in 2019 from P164.9 million in 2018, primarily
due to reclassification of debt issue cost and amortization of new loans availed in 2019.

Loss on disposal of property and equipment increased to 7.8 million in 2019 from 0.2 million in 2018, primarily
due to disposal of obsolete and unproductive assets.

Miscellaneous income decreased by 35.7% to P105.2 million in 2019 from P163.5 million in 2018, primarily
due to prior year adjustments related to interest during construction and deficiency tax payments to BIR for taxable
year 2016 offset by increase in liquidated damages.

Construction Revenue and Costs

Construction revenue and construction costs increased by 9.7% amounting to P32,297.8 million in 2019
compared to £29,453.2 million in 2018 primarily due to increase in on-going project cost.

Income Tax Expense

Income tax expense decreased to P1.1 million in 2019 from £0.2 million in 2018, primarily due to lower amount
of income subject to income tax.
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Net Income

As a result of the foregoing, net income decreased by 4.4% to £20,020.2 million in 2019 from £20,945.0 million
in 2018.

Net Income Attributable to Equity Holders of SGP

Net income attributable to equity holders of SGP decreased to £8,042.1 million in 2019 compared to £8,407.7
million in 2018 due to decrease in the Group’s net income.

Year ended December 31, 2018 compared to year ended December 31, 2017

(Audited)
For the years ended December 31,
2017 2018 % Change
(in millions of P)

Revenues - Net........c.cocoeeeennne, 45,410.0 45,402.0 (0.02)%
Expenses 17,865.1 17,672.2 1.1)%
Income from Operations............... 27,544.9 27,729.8 0.7%
Other Charges - Net

Interest EXpPense. .......cocvvrvererennes (6,530.7) (6,640.2) 1.7%

Interest iNCOME.........cocevrveeennnes 210.3 280.6 33.4%

Foreign exchange gain (loss) - net (435.4) (423.6) (2.1)%

Bank and finance charges ......... (200.4) (164.9) 17. 7%

Loss on disposal of property and

eqUIPMENt ..o (0.0) 0.2 566.67%

Reversal of impairment input VAT

.................................................. 0.2 - (100.0)%

Miscellaneous income.............. (29) 163.5 (663.79)%

(6,985.0) (6,784.7) (2.9)%

Construction Revenue and Costs

Construction revenue................. 10,304.4 29,453.2 185.8%

ConStruction Costs.................... (10,304.4) (29,453.2) (185.8)%
Net Income before Tax.................. 20,559.9 20,9451 1.9%
Income Tax EXPense ........c.co.ev.... 01 0.2 100%
Net INCOME ......covvveeerevereereienae 20,559.7 20,945.0 1.9%
Attributable to:
Equity holders of the Parent Company 8,250.9 8,407.7 1.9%
Non-controlling interests.................... 12,308.8 12,537.2 1.9%

Revenues - Net

Revenues - Net decreased by 0.02% to £45,402.0 million in 2018 from 45,410 million in 2017 primarily driven
by lower transmission services operating income partially offset by higher connection and residual sub-
transmission income and higher gain on transmission service. In particular, Transmission Services Operating
Income decreased by 0.2% to £43,782 million in 2018 from P43,862 million in 2017 as a result of booking and
billing adjustments though both are based on Interim Maximum Allowable Revenue (iMAR) of P43.789 billion.

Connection and residual sub-transmission income increased by 0.2% to P1,568 million in 2018 from P1,565
million in 2017 due to credit notices for 2013 to 2016 issued in June 2017 for the confirmed non-existence of
substation equipment at Batangas Il Electric Cooperative (BATELEC II), Fernando Air Base (FAB) and Lipa Ice
Plant (LIP) causing lower figure for 2017 offset by decrease in charges due to sale of sub-transmission assets.
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Increase on Temporary Transmission Service Gain/(Discount) by 398.3% to £52 million due to:

»  Gain of P31 million from Sunpower Philippines due to increase in actual consumption by 11% from 2017
to 2018 combined with higher forex rate in 2018 at USD: £52.79 from USD: £50.47 in 2017 which is a
factor in determining the billing amount to Sunpower as a dollar denominated customer; and

»  Discontinued discount from expired contract with Texas Instruments (T1) Clark and Baguio amounting
P39 million.

In particular, revenues are further broken down into transmission services operating income and connection and
residual sub-transmission income as follows for the periods indicated:

(Audited)
For the year ended December 31,
2017 2018 % Change

(in millions of ®)

Transmission services operating

INCOME ...vvviiiieeeee e 43,862.0 43,782.1 (0.2)%
Connection and residual sub-
transmission income ............... 1,565.5 1,567.7 0.1%
Gain/ discount on transmission
SEIVICE .. (17,5) 52.2 398.3%
45,410.0 45,402.0 (0.02)%

Expenses

Cost and expenses decreased 1.1% to P17,672.2 million in 2018 from P17,865.1 million in 2017.

(Audited)
For the years ended December 31,
2017 2018 % Change
(in millions of ®)
Expenses
Amortization of intangible asset 7,507.0 7,903.0 5.3%
Salaries, wages, and employees’ benefits 4,086.8 4,227.2 3.4%
Repairs and maintenance 827.1 981.8 18.7%
Security and janitorial 837.0 634.2 (24.2)%
Depreciation and amortization 545.9 503.2 (7.8)%
Supervision and regulatory fees 468.4 468.4 0.0%
Insurance 424.0 414.6 (2.2)%
Transportation and travel 351.6 401.2 14.1%
Communication, light, and water 341.2 386.5 13.3%
Corporate Social Responsibility 340.0 332.9 (2.1)%
Rent 189.4 276.4 45.9%
Supplies and tools 201.4 199.8 (0.8)%
Fuel and oil 135.0 186.1 37.9%
Outside services 138.2 168.4 21.9%
Representation and entertainment 235.2 135.3 (42.5)%
Meetings and conferences 101.8 130.6 28.3%
Other taxes 887.7 100.6 (88.7)%
Provision for impairment losses on receivables 64.7 64.7 0.0%
Taxes and licenses 36.3 449 23.7%
Professional fees 56.8 48.1 (15.3)%
Advertising 56.9 224 (60.6)%
Director’s fee 15.0 15.0 0.0%
Filing fees 0.9 0.9 0.0%
Miscellaneous Expenses 7.6 16.6 118.4%
Charitable contributions 9.0 9.1 1.1%

17,865.1 17,672.2 (1.1)%
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Amortization of Intangible Assets increased by 5.3% to 7,903 million in 2018 from 7,507 million in 2017 on
account of newly completed projects. Salaries, wages, and employees’ benefits increased by 3.4% to P4,227
million in 2018 from £4,087 million in 2017 due to merit increase in March 2018, increase in manpower by 70
and increase in Overtime/NSD charges. Repairs and maintenance increased by 18.7% to 981 million in 2018
from P827 million in 2017 following the implementation of Integrated Facilities Management system coupled
with increase in fuel expenses as a result of additional excise tax imposed on petroleum products starting January
2018. Other Taxes decreased by 88.7% to P101 million in 2018 from P888 million in 2017 due to recognition of
input tax (on purchases/services rendered) in accordance with TRAIN law.

Income from Operations

As a result of the foregoing, income from operations increased 0.7% to 27,730 million in 2018 from P27,545
million in 2017.

Other Charges - Net
Interest expense increased by 1.7% to 6,640 million in 2018 from P6,531 million in 2017, primarily due to
reclassification of interest cost from Interest During Construction (IDC) to interest expense in line with the

completion of relevant CAPEX projects.

Interest income increased by 33.8% to 281 million in 2018 from 210 million in 2017, primarily due to higher
average short-term investments and bank deposits.

Foreign exchange loss - net decreased by 2.5% to 2424 million in 2018 from P435 million in 2017, mainly from
revaluations and settlements/payments.

Bank and finance charges decreased by 17.5% to 165 million in 2018 from P200 million in 2017 resulting from
the recalibration of loan terms/tenor used.

Loss on disposal of property and equipment increased by 500.0% to £0.18 million in 2018 from P0.03 million in
2017, primarily due to lost/damaged equipment written off in 2018.

Miscellaneous income (net) increased by 664.0% to 164 million in 2018 from P29 million (loss) in 2017,
primarily due to decreases in Other Financial Expense and Realized Loss from SWAP resulting from 9th and final
repayment of the CCS Term Loan upon its maturity in July 2018.

Construction Revenue and Costs

Construction revenue and construction costs increased by 185.8%% amounting to £29,453.2 million in 2018
compared to £10,304.5 million in 2017 primarily due to increasing cost of on-going/completed projects.

Income Tax Expense

Income tax expense increased to P0.2 million in 2018 from P0.1 million in 2017, primarily due to higher amount
of income subject to income tax.

Net Income

As a result of the foregoing, net income increased by 1.9% to £20,945.0 million in 2018 from $20,559.7 million
in 2017.

Net Income Attributable to Equity Holders of SGP

Net income attributable to equity holders of SGP increased to £8,407.7 million in 2018 compared to £8,250.9
million in 2017 due to increase in the Company’s net income.
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STATEMENT OF FINANCIAL POSITION

As of June 30, 2021 compared to December 31, 2020

Assets

Total assets as of June 30, 2021 stood at P347,785.6, million (U.S.$7,164.3 million), an increase of 0.9%, or
P3,173.4 million, as compared to P344,612.2 million as of December 31, 2020. This increase was due to the
following:

Intangible asset - net increased by 5.3%, or $14,082.4 million, to P281,837.1 million as of June 30, 2021
from P267,754.7 million as of December 31, 2020 due to an increase in completed projects from
P75,811.4 million as of December 31, 2020 to #80,631.4 million as of June 30, 2021 and an increase in
the contract assets from P119.8 million as of December 31, 2020 to P133,492.4 million as of June 30,
2020, partially offset by the increase of the accumulated amortization.

Receivables — net increased by 8.4%, or P1,144.7 million, to P14,722.3 million as of June 30, 2021 from
P13,577.6 million as of December 31, 2020 due to an increase in the accrued transmission revenue from
P4,596.9 million as of December 31, 2020 to P6,108.7 million as of June 30, 2021 and an increase of the
output VAT receivable P1,857.5 million as of December 31, 2020 to 1,990.8 million as of June 30,
2021, partially offset by a decrease in the power receivables, a decrease in the due from customers, a
decrease in the restructured power receivables and a decrease in the interest receivable.

The increase was partially offset by the following:

Property and equipment - net decreased by 0.0%, or 6.9 million, to £3,968.0 million as of June 30, 2021
from £3,974.9 million as of June 30, 2020 mainly due to increase in Accumulated Depreciation Other
Utility Plant.

Receivables — net of current portion decreased by 30.9%, or £31.7 million, to P70.9 million as of June
30, 2021 from P102.6 million as of December 31, 2020 due to increase in Allowance for Bad Debts.

Other noncurrent assets decreased by 4.6%, or 6.8 million, to  139.7 million as of June 30, 2021 from
P146.5 million as of December 31, 2020 due to amortization of Deferred Input VAT.

Cash and cash equivalents decreased by 30.3%, or P4,264.3 million, to £9,816.9 million as of June 30,
2021 from P14,081.2 million as of December 31, 2020 due to decrease in Cash in Bank and Working
Fund.

Prepaid expenses and other current assets decreased by 22.4%, or £7,744.0 million, to 26,759.0 million
as of June 30, 2021 from P34,503.0 million as of December 31, 2020 due to decrease in Materials in
Transit and Project Prepayment.

Liabilities

Total liabilities as of June 30, 2021 stood at $249,815.6 million (U.S.$5,122 million), an decrease of 2.0%, or
P5,146.8 million, as compared to P254,962.4 million as of December 31, 2020. This decrease was due to the
following:

Loans payable - net of current portion increased by 3.25%, or £3,980.7 million, to $126,484.6 million as
of June 30, 2021 from P122,503.9 million as of December 31, 2020 mainly due to proceeds from new
loans.

Retirement benefits liability decreased by 7.0%, or P141.1 million, to 1,886.0 million as of June 30,
2021 from 2,027.1 million as of December 31, 2020 due to actuarial gains as a result of higher discount
rate partially offset by service cost and interest expense for the period.

Non-current customers’ deposits decreased by 1.2%, or P4.7 million, to £396.2 million as of June 30,
2021 from P400.9 million as of December 31, 2020 due to additional security deposit of power customers.
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. Concession fee payable is £54,319.0 million as of June 30, 2021 and 2020.

. Other non-current liabilities decreased by 10.1%, or P177.7 million, to £1,590.0 million as of June 30,
2021 from P1,767.7 million as of December 31, 2020 due to payments for Advances for Construction
and Financing Lease.

. Trade and other current payables decreased by 21.9%, or P11,168. 8 million, to 39,762.6 million as of
June 30, 2021 from P50,931.4 million as of December 31, 2020 mainly due to decrease in settlement of
GR/IR account, Accounts Payable and Accrued Expenses.

. Current portion of loans payable increased by 11.68%, or £1,539.7 million, to £14,721.2 million as of
June 30, 2021 from P13,181.5 million as of December 31, 2020 due to reclassification of Non-current
Loans Payable to Current Loans Payable and availment of new loans.

. Other current liabilities, net increased by 8.4%, or P825.1 million, to £10,656.0 million as of June 30,
2021 from P9,830.9 million as of December 31, 2020 due to increase in Retention on Contract Payments-
Current.

As of December 31, 2020 Compared to December 31, 2019
Assets

Total assets as of December 31, 2020 stood at 344,612.2 million (U.S.$ 7,099.0 million), an increase of 12.1%,
or P37,212.5 million, as compared to 307,399.7 million as of December 31, 2019. This increase was due to the
following:

. Intangible asset - net increased by 14.0%, or £32,927.0 million, to 267,754.7 million as of December
31, 2020 from P234,827.7 million as of December 31, 2019 due to an increase in the cost of completed
projects from P71,490.9 million as of December 31, 2019 to £75,811.4 million as of December 31, 2020
and an increase in the computer software from P383.2 million as of December 31, 2019 to P480.1 million
as of December 31, 2020, partially offset by an increase in the accumulated amortization from £80,249.2
million as of December 31, 2019 to P88,655.9 million as of December 31, 2020.

. Receivables - net increased by 47.8%, or P4,391.2 million, to P13,577.6 million as of December 31, 2020
from P9,186.4 million as of December 31, 2019 mainly due to an increase in the power receivables from
P3,894.3 million as of December 31, 2019 to £3,980.4 million as of December 31, 2020, an increase in
the accrued transmission revenue from £1,635.2 million as of December 31, 2019 to P4,596.9 million as
of December 31, 2020 and an increase in due from customers from P2,132.6 million as of December 31,
2019 to P2,937.8 million as of December 31, 2020.

. Prepaid expenses and other current assets increased by 6.5%, or £2,109.6 million, to P34,503.0 million
as of December 31, 2020 from P32,393.4 million as of December 31, 2019 due to additional Project
prepayments for on-going projects and Other Court Deposits.

The increase was partially offset by the following:

. Property and equipment - net decreased by 4.8%, or P201.0 million, to £3,974.9 million as of December
31, 2020 from P4,175.9 million as of December 31, 2019 due to the Depreciation for the period is higher
than the additions to Other Utility Plant.

. Receivables - net of current portion decreased by 39.4%, or P66.8 million, to P102.6 million as of
December 31, 2020 from P169.4 million as of December 31, 2019, mainly due to a decrease in
restructured power receivables from P1,446.9 million as of December 31, 2019 to P1,428.5 million as of
December 31, 2020 and a decrease in power receivables from P148.0 million as of December 31, 2019
to P118.0 as of December 31, 2020.

. Other noncurrent assets decreased by 8.3%, or P13.3 million, to 2146.5 million as of December 31, 2020
from 159.8 million as of December 31, 2019, mainly due to Amortizations for the period.
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Cash and cash equivalents decreased by 12.1%, or £1,934.2 million, to 14,081.2 million as of December
31, 2020 from P16,015.4 million as of December 31, 2019 due to higher usage on investing activities
and lower cash provided by financing activities.

Liabilities

Total liabilities as of December 31, 2020 stood at P254,962.4 million (U.S.$5,252.2 million), an increase of 11.3%,
or P25,901.6 million, as compared to 229,060.8 million as of December 31, 2019. This increase was due to the
following:

Loans payable - net of current portion increased by 5.0%, or £5,880.0 million, to £122,503.9 million as
of December 31, 2020 from P116,623.9 million as of December 31, 2019 mainly due to an increase in
the peso denominated term loan from $70,286.2 million as of December 31, 2019 to P85,521.3 million
as of December 31, 2020.

Retirement benefits liability increased by 25.4%, or P411.2 million, to 2,027.1 million as of December
31,2020 from P1,615.9 million as of December 31, 2019 due to the current service cost, interest expense
and actuarial loss for the period.

Customers’ and other deposits increased by 16.0%, or P55.2 million, to P400.9 million as of December
31,2020 from P345.6 million as of December 31, 2019 mainly due to additional deposits from customers
resulting from higher average billings.

Trade and other current payables increased by 47.4%, or £16,367.5 million, to £50,931.4 million as of
December 31, 2020 from P34,563.9 million as of December 31, 2019 including accounts payable 3.280
million and accruals 5,662 million set up for various projects, GRIR balances awaiting invoices from
suppliers P5,720 million and payable to Ancillary Service providers/PSALM including VAT $£1,000
million.

Current Portion of loans payable increased by 14.2%, or P1,636.6 million, to P13,181.5 million as of
December 31, 2020 from P11,544.9 million as of December 31, 2019 due to reclassification of Non-
current loans payable account including debt issue cost of P13,366 million offset by P11,730 million
principal repayments and availment of new loans.

Other current liabilities, net increased by 19.8%, or 1,625.6 million, to £9,830.9 million as of December
31, 2020 from P8,205.3 million as of December 31, 2019 due to increase in Retention on Contract
Payments-Current of 1,415 billon offset by decrease in Advances for Construction-Current of P22
million and Bidders/Performance/Bond of 18 million.

The increase was partially offset by the following:

Other non-current liabilities decreased 4.0%, or 74.6 million, to P1,767.7 million as of December 31,
2020 from P1,842.3 million as of December 31, 2019 due to reclassification from Non-current to Current
Finance Lease Liability account of P59 million and 2nd tranche payment of P15 million to South Luzon
Thermal Energy Corporation for the acquisition of Salong Switchyard and 230kV Salong-Calaca Line.

As of December 31, 2019 Compared to December 31, 2018

Assets

Total assets as of December 31, 2019 stood at P307,399.7 million, an increase of 11.6%, or 31,856.7 million, as
compared to $275,543.0 million as of December 31, 2018. This increase was due to the following:

Intangible asset - net increased by 11.5%, or P24,140.2 million, to 234,827.7 million as of December
31, 2019 from P210,687.5 million as of December 31, 2018 due to increase in asset under construction
(net of reciprocal) of 24,336 million and intangible asset from completed projects of 7,961 million
offset by recorded amortization amounting to P8,158 million.
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Property and equipment - net increased by 12.0%, or 446.7 million, to P4,175.9 million as of December
31, 2019 from P3,729.2 million as of December 31, 2018 due to newly acquired and issued other utility
plant and capitalization of leased vehicles and office spaces at Vertis North in accordance with PFRS 16
amounting to P765 million and 305 million respectively offset by recorded depreciation of P618 million.

Receivables - net of current portion increased by 11,193.3%, or 167.9 million, to $169.4 million as of
December 31, 2019 from P1.5 million as of December 31, 2018 due to reclassification from due from
customers on account of ancillary services to non-current power receivable of billed ancillary service
charges to customers that are still in dispute pending ERC resolution.

Goodwill remained unchanged at £10.5 million as of December 31, 2019.

Cash and cash equivalents increased by 17.5%, or P2,389.1 million, to P16,015.4 million as of December
31,2019 from P13,626.3 million as of December 31, 2018 resulting from internally generated cash flows
of£33,350.5 million and proceeds from new bank loans availed of 34,300 million which were offset by
cash outflows from investment in CAPEX of P38,426.1 million, dividend payments of £16,251.1 million,
loan repayments of 9,409 million, settlement of obligations under lease liabilities of £124.2 million and
net effect of exchange rates changes on cash and cash equivalent balance of P113.5 million.

Offset by decrease in Receivables - net by 10.6%, or £1,091.2 million, to £9,186.4 million as of
December 31, 2019 from £10,277.6 million as of December 31, 2018 due to lower due from customer
on account of ancillary services providers, universal charges (PSALM) and FIT-ALL Charges (Transco)
of 1,089 million mainly due to collections and reclassification to non-current receivable account,
decreases in FX rate difference receivable of P205 million due to effect of decreasing FX rates from
52.724:USD1 on the outstanding FX balances under project prepayment accounts and receivables
accounts.

Prepaid expenses and other current assets increased by 21.4%, or £5,720.5 million, to 32,393.4 million
as of December 31, 2019 from $26,672.9 million as of December 31, 2018 due to increase in materials
in transit and related accounts of 5,129 million on account of purchased materials/items intended for
various CAPEX projects, project prepayment by P799 million, other deposit-court account of P540
million, input vat of P533 million, other prepayment of P87.6 million, other advances of P13 million and
cash in bank account for customers’ deposits of 11.3 million offset by decrease in prepaid expenses of
P67 million and security deposit of P2 million.

Liabilities

Total liabilities as of December 31, 2019 stood at P229,060.8 million, an increase of 13.4%, or 27,052.5 million,
as compared to P202,008.3 million as of December 31, 2018. This increase was due to the following:

Loans payable - net of current portion increased by 23.6%, or £22,273.3 million, to P116,623.9 million
as of December 31, 2019 from P94,350.6 million as of December 31, 2018 due to 33,155 million non-
current portion of P34,300 million loan availment in 2019 offset by deferred debt issue costs and
reclassification to current loans payable account of P10,882 million.

Retirement benefits liability increased by 53.2%, or P560.9 million, to P1,615.9 million as of December
31, 2019 from P1,055.0 million as of December 31, 2018 due to recorded retirement costs based on
Miravite 2019 Actuarial Report including past service cost adjustment of P619 million partially offset by
actual retirement paid amounting to P58 million.

Non-current customers’ and other deposits increased by 8.1%, or 25.9 million, to 345.6 million as of
December 31, 2019 from £319.8 million as of December 31, 2018 due to additional deposits based on
revised limit and new connections.

Concession fee payable as of December 31, 2019 remained at the same level as last year’s at £54,319.1
million.

Other current liabilities, net increased by 0.3%, or 22.0 million, to 8,205.3 million as of December 31,
2019 from P8,227.3 million as of December 31, 2018 due to increase in retention on contract payments-
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current of P627.5 million, advances for construction-current of P459.2 million and bidders/performance
bond of 102 million.

Trade and other current payables increased by 6.9%, or £2,225.9 million, to £34,563.9 million as of
December 31, 2019 from P32,338.0 million as of December 31, 2018 due to higher GR/IR clearing
account of 6,861 million, accounts payable of P791 million interest on loans payable 222 million,
output VAT payable of P130 million, finance lease contract liability of 110 million, employee benefits
payable P112 million and other payable accounts of P4 million due to increased SSS and Philhealth
contributions offset by decrease in accrued expenses-others of 4.118 billion, due to ancillary services
providers/PSALM-universal charges/Transco FIT-All charges of P1.549 billion. FX rate difference
payable of P158 million expanded withholding tax payable of P100 million and withholding tax on
compensation of P41 million.

Current portion of loans payable increased by 29.3%, or £2,617.3 million, to P11,544.9 million as of
December 31, 2019 from $8,927.6 million as of December 31, 2018 due to reclassification from non-
current loans payable account of 10,925 million and current portion of the proceeds from P34,300
million loans availed in 2019 amounting to 1,145 million offset by principal payments of 9,290 million
and deferred debt issue cost (net of amortization) of P163 million.

Offset by decrease in Other non-current liabilities by 25.4%, or P628.7 million, to P1.842.3 billion as of
December 31, 2019 from P2.471.0 billion as of December 31, 2018 due to reclassification from non-
current to current advances for construction account of P715.3 million representing the asset acquisition
cost/amount which is due within one year partially offset by recorded finance lease liability of 86.6
million on existing vehicle leasing contract with remaining contract period of more than one (1) year as
well as office leasing contract at Vertis North starting in January 2019 in accordance with PFRS 16.

As of December 31, 2018 Compared to December 31, 2017

Total Assets

Total assets as of December 31, 2018 stood at P275,543.0, an increase of 9.9%, or P24,753.0 million, as compared
to $250,789.5 million as of December 31, 2017. This increase was due to the following:

Intangible asset - net increased by 11.4%, or £21,550.1 million, to 210,687.5 million as of December
31,2018 from P189,137.4 million as of December 31, 2017 on account of newly completed projects such
as Bataan 230kV Reinforcement Project (Reconductoring of Hermosa-Limay and Mexico-Hermosa
Lines), Polanco 138kV Substation, Luzon Substation Reliability Project 1 (Labo Substation), Aurora-
Polanco 138kV T/L (Line 1) and Ormoc-Babatngon 138kV T/L and build-up of costs related to ongoing
51 CAPEX projects.

Property and equipment - net increased by 24.1%, or 723.6 million, to 3,729.2 million as of December
31, 2018 from £3,005.5 million as of December 31, 2017 due to newly acquired Other Utility Plants
(OUPs).

Receivables - net of current portion decreased by 99.3%, or P207.7 million, to 1.5 million as of
December 31, 2018 from $209.2 million as of December 31, 2017 primarily due to collection of CY
2013-2014 unpaid power billings of Stronghold Steel Corporation and provision for impairment losses
on receivables.

Goodwill remained unchanged at £10.5 million as of December 31, 2018.

Deferred input VAT increased to £76.4 million as of December 31, 2018 from nil as of December 31,
2017 due to the implementation of the TRAIN Law effective 2018.

Cash and cash equivalents decreased by 26.8%, or £4,994.7 million, to £13,626.3 million as of December
31, 2018 from P18,621.0 million as of December 31, 2017 resulting from cash flows from Financing
Activities of £6,673.1 million, cash flows from Investing Activities amounting to 33,865.8 million for
capital expenditures and the effect of changes in exchange rate amounting to 68.7 million offset by the
net cash provided by operating activities of £35,612.9 million.
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. Prepaid expenses and other current assets increased by 33.8%, or £6,742.9 million, to £26.672.9 million
as of December 31, 2018 from £19,930.0 million as of December 31, 2017 due to higher Project
Prepayments and increase in Other Deposit Court related to ROW acquisitions.

Total Liabilities

Total liabilities as of December 31, 2018 stood at P202,008.3 million, an increase of 11.9%, or 21,545.1 million,
as compared to £180,463.2 million as of December 31, 2017. This increase was due to the following:

. Loans payable - net of current portion increased by 18.9%, or P14,967.6 million, to 94,350.6 million as
of December 31, 2018 from $79,383.0 million as of December 31, 2017 due to new loan availments

. Retirement benefits liability increased by 2.8%, or £28.8 million, to 1,055.0 million as of December
31, 2018 from P1,026.2 million as of December 31, 2017 due to based on 2018 Retirement Benefit cost
as computed by Miravite less actual payments.

. Non-current customers’ and other deposits increased by 5.9%, or 17.7 million, to £319.8 million as of
December 31, 2018 from P302.1 million as of December 31, 2017 due to additional deposits based on
revised limit and new connections.

. Concession fee payable as of December 31, 2018 remained at the same level as last year’s at P54,319.1
million.
. Trade and other current payables increased by 44.5%, or £9,959.9 million, to £32,338.0 million as of

December 31, 2018 from P22,378.1 million as of December 31, 2017 primarily due to increase in
Accrued Expenses related CAPEX projects and recognition of Output VAT Payable on power billings
following the implementation of TRAIN Law in 2018.

. Current portion of loans payable decreased by 25.6%, or 3,067.6 million, to P8,927.6 million as of
December 31,2018 from P11,995.2 million as of December 31, 2017 mainly due to principal repayments.

. Other current liabilities decreased by 3.7%, or 315.3 million, to P8,227.3 million as of December 31,
2018 from P8,542.6 million as of December 31, 2017 due to 2nd tranche payment to Phinma Renewable
Energy Corporation in relation to asset acquisition.

LIQUIDITY AND CAPITAL RESOURCES
Overview

The Group has historically met its liquidity requirements principally through a combination of cash flows from
operations, bank financings, and capital infusion. The Group’s principal uses of cash have been, and are expected
to continue to be, operating and maintenance costs relating to the Grid, as well as capital expenditures for the
growth, expansion and upgrade of the Grid and related systems and infrastructure.

The Group believes that the operating cash flows, retained earnings, proceeds from this Offer and bank financings
will be sufficient to fund working capital requirements, currently anticipated capital expenditures and debt service
requirements for the next 12 months.

Cash Flows

The following discussion of the Group’s cash flows for 2017, 2018, 2019 and 2020, and for the six months ended

June 30, 2020 and 2021 should be read in conjunction with the statements of cash flows included in the audited
financial statements and interim financial statements.
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For the six-month period ended

For the years ended December 31, June 30,
2020 2021
(unaudi (unaudit
2017 2018 2019 2020 ted) 2020 2021 ed)
(in (in
millions millions
(in millions of ®) of of
U.S.$) (in millions of P) U.S.$)
Net cash provided by
operating activities ... 36,972.4 35,612.9 33,350.5 44,069.1 907.8 11,368.3 3,915.5 80.7
Net cash used in
investing activities.... (21,440.2) (33,865.8) (39,363.1)  (41,610.5) (854) (9,2345) (9,478.3) (200.8)

Net cash provided by
(used in) financing
activities .........ccceeee. (8,907.9) (6,673.1) 8,515.3 (4,290.5) (88.4) 377.1 1,062.0 218
Effects of exchange
rate changes on cash
and cash equivalents. 0.7) (68.7) (113.5) (102.3) (2.1) (181.4) 236.5 49
Net increase
(decrease) in cash and
cash equivalents........ 6,623.6 (4,994.7) 2,389.1 (1,934.2) (39.8) 2,329.3  (4,264.3) 87.8
Cash and cash
equivalents at
beginning of year /
PEriod ......ccvvvveeennns 11,997.4 18,621.0 13,626.3 16,015.4 3299 16,0154  14,081.2 290.1
Cash and cash

equivalents at end of
year / period.............. 18,621.0 13,626.3 16,015.4 14,081.2 290.1 18,3448 9,816.9 202.2

Net cash provided by operating activities

Net cash flows provided by operating activities were £3,915.5 million (U.S.$80.7 million) in the six months ended
June 30, 2021. Cash flow from operations includes operating income before working capital changes of 20,117
million, net increase in working capital changes of 12,421 million and interest receipts of £40.7 million which
were offset by interest and retirement contribution payments of 3,672 million and P59 million, respectively. The
changes in receivables is primarily due to the deferred collection of the incremental interim MAR. The changes
in trade and current liabilities was mainly due to the availment of deferred payment to AS Providers during the
ECQ period in 2020 as allowed by ERC, net of payment to AS Providers. In 2021, it is mainly due to the settlement
of trade payables.

Net cash flows provided by operating activities were $44,069.1 million (U.S.$907.8 million) in 2020. Cash flow
from operations includes operating income before working capital changes of 39,129 million, net increase in
working capital changes of 10,819 million and interest receipts of 2303 million which were offset by interest
and retirement contribution payments of 26,080 million and 57 million, respectively.

Net cash flows provided by operating activities were £33,350.5 million in 2019. Cash flow from operations
includes operating income of 36,362 million with net increase in changes in working capital of 2,116 million
and interest receipts of 348 million which were offset by interest payments of 7,040 million.

Net cash flows provided by operating activities were P35,612.9 million in 2018. Cash flow from operations
includes operating income before working capital changes of 36,286 and interest receipts of 260 million which
were offset by net decrease in working capital changes of 6,497 million and interest payments of 6,270 million.

Net cash flows provided by operating activities were £36,972.4 million in 2017. Cash flow from operations
includes operating income before working capital changes of 35,420, net increase in working capital changes of
P7,677.7 million and interest receipts of P211 million which was offset by interest payments of 6,336 million.
Net cash used in investing activities

In the six months ended June 30, 2021, net cash flows used in investing activities were P9,478.3 million (U.S.$195

million). The cash outflow primarily consisted of investment in capital expenditures of £9,181.1 million and
addition to property and equipment of 297.2 million.
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In 2020, net cash flows used in investing activities were P41,610.5 million (U.S.$857 million). The cash outflow
primarily consisted of investment in capital expenditures of P41,140 million and addition to property and
equipment of P470 million.

In 2019, net cash flows used in investing activities were P39,363.1 million. The cash outflow primarily consisted
of investment in capital expenditures of P38,426 million and addition to property and equipment of P938 million.

In 2018, net cash flows used in investing activities were P33,865.8 million. The cash outflow primarily consisted
of investment in capital expenditures of 32,640 million and addition to property and equipment of £1,227
million.

In 2017, net cash flows used in investing activities were P21,440.2 million. The cash outflow primarily consisted
investment in capital expenditures of 22,212 million and addition to property and equipment of 618 million.

Net cash flow provided by (used in) financing activities

Cash flows from financing activity were £1,062.0 million (U.S.$2.1 million) in the six months ended June 30,
2021. This amount consisted primarily of loan repayments of 6,479 million, return to shareholders of 4,200
million and settlement of obligations under lease liabilities of P52 million partially offset by proceeds from loans
of 12,000 million.

Cash flows from financing activity were (4,290.5) million (U.S.$95 million) in 2020. This amount consisted
primarily of loan repayments of 11,683 million, return to shareholders of 12,000 million and settlement of
obligations under lease liabilities of 117 million partially offset by proceeds from loans of 19,200 million.

Cash flows from financing activity were P8,515.3 million in 2019. This amount consisted primarily of proceeds
from loans of 34,300 million, partially offset by repayment of loans of 9,409 million, return to shareholders of
P16,251 million and settlement of obligations under lease liabilities of P124 million.

Cash flows from financing activity were (P6,673.1) million in 2018. This amount consisted primarily of loan
repayments of 11,515 million and return to shareholders of 19,263 million partially offset by proceeds from
loans of 24,150 million.

Cash flows from financing activity were (8,907.9) million in 2017. This amount consisted primarily of loan
repayments of P 12,825 million and return to shareholders of £19,083 million partially offset by proceeds from
loans of 23,000 million.

Capital Expenditures

The Group makes substantial capital expenditures annually to support its business goals and objectives.
Historically, majority of capital expenditure comprises construction contracts relating to interconnection,
transmission line and substation projects, including the Mindanao-Visayas Interconnection Project.

The Group is committed to continuously investing in the nationwide transmission network to drive future growth.
As of 2011, NGCP’s regulatory asset base was P178 billion. From 2011 to 2020, NGCP’s capital expenditure
investments amounted to approximately P209 billion. For the 13-year period between 2021 and 2033, the Group
has committed to invest approximately P440 billion in capital expenditures across 211 projects, of which P160
billion will be invested during 2021 to 2025. Although these are the Group’s current plans with respect to capital
expenditures, such plans may change as a result of a change in circumstances and the actual amount of
expenditures may vary from the planned amount of expenditures for a variety of reasons, including changes in
load growth, generation development, market conditions, competition and other factors. As the Group continues
to expand, it may incur additional capital expenditures. The Group expects that NGCP’s robust project pipeline
and the Mindanao-Visayas Interconnection Project, which is a landmark project, to continue to expand its
regulatory asset base.
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The table below sets out the capital expenditures of NGCP in 2018, 2019 and 2020.

For the year ended December 31,

2018 2019 2020
(in millions)

P UusS.s$
TranSmMisSioN........ccooceveverereeieeenn. 13,076.9 8,584.7 12,713.2 261.9
SUbStation .......coeeiiiiiiieee 9,964.9 11,651.9 13,578.7 279.7
MVIP oo 4,525,5 7,792.0 8,467.1 174.4
System Operations ........ccocveeververernns 1,597.2 1,678.2 1,763.2 36.3
MELEriNG.....covreeeeerene e 86.9 342.3 88.2 1.8
SPAIES....eiveiieiieieeie e 427.2 2,108.9 775.3 16.0
SUPPOIt SEIVICES ...cvvevveeiiirieieeiee, 2,421.3 3,110.2 2,605.2 53.7
Total oo 32,099.8 35,268.0 39,990.8 823.8

The Group has historically sourced funding for capital expenditures through long-term debt, while working capital
requirements are sufficiently funded through cash collections and capital infusion by stockholders. The chart
below sets out annual CAPEX investment for the period 2009 to 2020, for an aggregate amount of 2226 billion.

For 2021, NGCP has budgeted P38,955 million (US$802.5 million) as capital expenditures of which $9,269
million has been spent as of June 30, 2021. These primarily relate to projects such as the Cebu-Negros-Panay
230KV Backbone Project-Stage3 (CNP3) and the Mindanao-Visayas Interconnection Project (MVIP) which is
one of the NGCP’s biggest projects, the vital link to unify the Philippine Grid. Other vital link projects are Pagbilao
EHYV Substation Project, and the Hermosa-San Jose 500KV TL Project in Luzon and Substation Upgrading Project
in Mindanao.

Indebtedness

The Group had outstanding loan payables of £135,685.3 million (U.S.$2,795 million) and P141,205.7 million
(U.S.$ 2,909 million) as of December 31, 2020, and for the six months ended June 30, 2021, respectively.

As of June 30, 2021, the loans obtained by the Group are unsecured refinancing facilities consisting of (i)
Philippine Peso Corporate Note Facility of £29.5 billion, (ii) fixed rate Philippine Peso corporate notes, and (iii)
Peso denominated term loans.

See note 14 of the 2020 audited financial statements and note 14 of the 2021 interim financial statements for
further information on loans payable.
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Contractual Obligations and Commitments

The following table summarizes the Group’s contractual obligations and commitments as of June 30, 2021:

Total 2021 2022 to 2026 Over 5 Years
(in P millions)
Concession Fee Payable 54,319.1 - 24,087 30,232.1
Loans Payable - Current Portion® 14,915 7,390 7,525 -
Loans Payable - Non-current 127,085 - 82,905 44,180
Trade and other payables @ 89,428 43,873 38,129 7,426
Total 285,747 51,263 152,647 81,837

Notes: (1) Includes current portion of loans payables to be settled within 360 days.
(2) Includes interest payables of existing loans which are yet to be accrued.

Off-Balance Sheet Arrangements and Contingent Obligations

As of June 30, 2021, there were no off-balance sheet arrangements or obligations that were likely to have a current
or future effect on the Group’s financial condition, revenues or expenses, results of operations, liquidity, capital
expenditures or capital resources that is material to investors.

In addition, the Group, in the ordinary course of business, is a party to certain cases or claims under protest pending
with administrative bodies or the courts, the outcome of which are not presently determinable. See note 25 of the
2020 audited financial statements and of the 2021 interim financial statements for further information on the
Group’s contingent obligations.

KEY PERFORMANCE INDICATORS

Set out below are certain performance indicators that the Group utilizes in period-to-period analysis and
comparison of financial data.

As of and for the six months

As of and for the years ended December 31, ended June 30,
2018 2019 2020 2020 2021

Net Income (P millions) 20,945.0 20,020.2 23,435.8 11,381.0 12,499.1

Attributable to:

Equity holders of the Parent

Company 8,407.7 8,042.1 9,394.8 4,558.3 5,012.1

Non-controlling interests 12,537.2 11,978.1 14,041.0 6,822.7 7,487.0
Revenues — net 45,402.0 45,396.5 48,606.6 24,183.1 24,186.2
EBITDA® 35,991.6 36,122.2 39,070.3 19,347.4 20,266.4
EBITDA Margin® 79.3% 79.6% 80.4% 80.0% 83.8%
Return-on-Assets®) 7.6% 6.5% 6.8% 6.6% 7.2%
Net Profit Margin® 46.1% 44.1% 48.2% 51.7% 47.1%
Total Debt © 103,278.1 128,168.8 135,685.3 131,931.5 141,205.8
Debt-to-EBITDA® 2.9x 3.5x 3.5x 3.4x 3.5x

Notes: (1) EBITDA is Net income + Finance Costs + Tax Expense + Depreciation and Amortization.

(2) Calculated as EBITDA / Net Revenue

(3) Calculated as Net Income / Total Assets. In calculating Return on Assets, Net Income for the six months ended June 30,
2020 and June 30, 2021 have been annualized by multiplying the Net Income for the six months ended June 30, 2020 and June
30, 2021 by two.

(4) Calculated as Net Income / Net Revenue

(5) Comprised of loans payable — net of current portion and current portion of loans payable

(6) Calculated as Debt / EBITDA. In calculating Debt / EBITDA, EBITDA for the six months ended June 30, 2020 and June
30, 2021 have been annualized by multiplying the EBITDA for the six months ended June 30, 2020 and June 30, 2021 by two.
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QUANTITATIVE AND QUALITATIVE DISCLOSURE OF MARKET RISK

The Group’s activities expose it to market risk. These market risks principally involve the possibility of adverse
consequences on the Group’s results of operations due to factors that generally beyond the control of the Group.

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and other market
prices, will affect the Group’s income or the value of its holdings of financial instruments. The objective of market
risk management is to manage and control market risk exposures within acceptable parameters while optimizing
the return. The Group is subject to various risks, including (i) foreign currency exchange risk and (ii) interest rate
risk.

See note 21 of the 2020 audited financial statements and note 24 of the 2021 interim financial statements for
details on foreign currency exchange risk and interest rate risk and a discussion on financial risk management.

Foreign Currency Exchange 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 Group’s foreign currency exchange risk for the years ended December 31, 2020, 2019 and 2018 pertains to
its cash in banks, power receivables, prepaid expenses and other current assets, trade and other liabilities
denominated in US dollar, Euro, SGD, NZD, CAD and JPY. For the period ended June 30, 2021 and 2021, foreign
currency exchange risk pertains to its cash in banks, prepaid expenses and other current assets, trade and other
liabilities denominated in US dollar, Euro, NZD and JPY.

The Group regularly monitors outstanding financial assets and liabilities in foreign currencies and maintains them
at a level responsive to the current exchange rates so as to minimize the risks related to these foreign currency
denominated assets and liabilities.

See note 21 of the 2020 audited financial statements and the 2021 interim financial statements for details on
foreign currency exchange risk for a sensitivity analysis demonstrating the sensitivity to a reasonably possible
change in exchanges rates, with all other variables held constant, on the Group’s net income and equity.

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market interest rates. The Group’s exposure to the risk of changes in market interest rates relates
primarily to the Group’s long-term debt obligations with floating interest rates.

The Group manages its interest cost by using an optimal combination of fixed and variable rate debt instruments.
The management is responsible for monitoring the prevailing market-based interest rate and ensures that the mark-
up rates charged on its borrowings are optimal and benchmarked against the rates charged by other creditor banks.

In managing interest rate risk, the Group aims to reduce the impact of short-term fluctuations on the earnings.
Over the longer term, however, permanent changes in interest rates would have an impact on profit or loss.
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INDUSTRY OVERVIEW

The information that appears in this Industry Overview section, including all data (actual, estimates and
forecasts) has been prepared by The Lantau Group (HK) Limited ("Lantau") and reflects estimates of market
conditions based on publicly available sources and trade opinion surveys, and is prepared primarily as a market
research tool. References to Lantau should not be considered as the opinion of Lantau as to the value of any
security or the advisability of investing in the Issuer.

The information prepared by Lantau and set out in this Industry Overview has not been independently verified by
the Issuer, the Group, the Selling Shareholders, the Joint Financial Advisors, the Joint Global Coordinators and
Joint Bookrunners and the Joint Domestic Lead Underwriters and Joint Bookrunners and none of them gives any
representations as to its accuracy and the information should not be relied upon in making, or refraining from
making, any investment decision.

The report includes forecasts and other forward-looking estimates. These forward-looking statements are
necessarily based on various assumptions and estimates that are inherently subject to various risks and
uncertainties relating to possible invalidity of the underlying assumptions and estimates and possible changes or
development of social, economic, business, industry, market, legal, government, and regulatory circumstances
and conditions and actions taken or omitted to be taken by others. Actual results and future events could differ
materially from such forecasts. You should not place undue reliance on such statements, or on the ability of any
party to accurately predict future industry trends or performance. See the “Disclaimer’ in the Industry Overview
prepared by Lantau for further information.

This Industry Overview is a short-form version of the full Industry Report prepared by Lantau, which can be found
in Appendix 3 of this Prospectus.
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DISCLAIMER

This document is a short-form version of the Industry Report — the full Industry Report can be
found in Appendix 3 of this Prospectus.

This report was prepared solely for National Grid Corporation of the Philippines (“NGCP”) on terms
specifically limiting the liability of The Lantau Group (HK) Limited (“TLG”). The report cannot be
relied on by any party other than NGCP, including any participants in the (a) the Prospectus for the
initial public offering of shares of NGCP; and (b) the Offering Circular or other documents relating
to the private placement of shares of NGCP (collectively, the “Offering”). TLG’s conclusions are
the result of the exercise of TLG’s reasonable professional judgment, based in part upon materials
and information provided to TLG by NGCP and others, and TLG has no duty or responsibility to
any party other than NGCP for the contents, accuracy or completeness of the report.

This report is provided to participants in the Offering for information purposes only and does not
constitute any form of investment, legal, economic, technical, or any other form of advice by TLG.

TLG has no duty or obligation to participants in the Offering and disclaims any and all liability in
respect of the Offering.

TLG has not been requested to opine as to, and does not guarantee, warrant or opine upon any aspect
of NGCP’s business or its prospects or on any aspect of the Offering or the price or future price of
the NGCP Shares. TLG’s conclusions may reflect assumptions concerning future events that may or
may not occur and cannot be predicted with certainty. Any opinion expressed herein shall not amount
to any form of guarantee that TLG has determined or predicted future events or circumstances, and
no such reliance is implied or may be inferred.

The contents of this Report can erode significantly and discontinuously with the passage of time
following its completion due to developments that may or may not be predicted. TLG has no duty
or responsibility to any party whatsoever to maintain the currency or relevance of the Report.

Any use which any participant in the Offering or any third party makes of this report, or any reliance
on it, or decisions to be made based on it, are the responsibility of the participant in the Offering or
such third party. TLG accepts no duty of care or liability of any kind whatsoever to any participant
in the Offering or any such third party, and all such parties waive and release TLG for all claims,
liabilities and damages, if any, suffered as a result of decisions made, or not made, or actions taken,
or not taken, based on this report. To the extent the foregoing disclaimer is ineffective, any
participant in the Offering or any such third party agree to indemnify, defend and hold TLG
(including their respective employees, subcontractors, agents, officers and directors) harmless, at
their own expense, from and against all losses in connection with any claims to the extent arising
out of or relating to decisions made, or not made, or actions taken, or not taken, based on this report.
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1. INTRODUCTION

1.1 POWER SECTOR OVERVIEW

The Philippines ranks as the seventh most populous country in Asia and the second amongst
countries in the Association of Southeast Asian Nations (ASEAN).! With an estimated population
of 108.7 million in 2020, it is projected to grow to 115.4 million by 2025, and 142.0 million by
20452, Between 2020 and 2045, the Philippine population is projected to have an implied
Compounded Annual Growth Rate (CAGR) of 1.12%.

In 2020, the Philippines consumed 101.8 terawatt hours (TWh) of electricity. A slight decrease from
the 2019 system high of 106.0 TWh, system peak demand in 2020 stood at 15.28 gigawatts (GW).2
This was met by 26.25 GW of installed capacity, rated at 23.41 GW of dependable capacity, where
dependable capacity is defined as actual reliable capacity, in contrast with a plant’s nameplate
capacity.* In 2020, the Philippines electricity market provided USD24.6 billion of gross value added
to the Philippines economy at 2020 prices.® Gross value added for electricity increased by 6.4% from
2018 to 2019, but fell to -1.3% over the period from 2019 to 2020 due to the Covid-induced
economic recession.® As outlined in a recent (2021) consultation draft of the Transmission
Development Plan (TDP), the National Grid Corporation of the Philippines (NGCP) expects
electricity demand to grow at an AAGR of 6.23% between 2021 to 2025, 6.73% for 2026 to 2030,
and 6.49% for 2031 to 2040.”

According to the Philippine Statistics Authority’s estimations of population based on the 2015
census, the most recent available pending the release of the 2020 update, just over 57% of the
population reside in the main economic region of Luzon.® About 19% live in the Visayas region,
with nearly 24% living in Mindanao.® These three regions are the only parts of the Philippines
featuring a transmission grid (a transmission interconnection links Luzon and Visayas). However,
an interconnection between Visayas and Mindanao is under construction with completion expected
in 2022. Collectively, around 2% of the population living in these three regions do not have access
to grid electricity.

The remaining Philippine population is scattered, spread across thousands of other smaller, relatively
isolated islands separated by a lack of grid-connection. Instead, they are served by diesel generators
or solar systems — if at all.1® Many of these remote areas are impoverished and the Department of
Energy (DoE) aims to increase electrification and lower power costs with decentralised mini-grids
and solar home systems.!

Energy consumption and economic development in the Philippines are highly interdependent. The
country’s economy had a real Gross Domestic Product (GDP) of USD362 billion in 2020.* The
three grid connected areas accounted for almost 100% of 2020 GDP with 69.2% of real GDP was in
Luzon, 17.2% in Mindanao, and 13.6% in Visayas.'®* Comparatively, the Philippines’ real GDP is
the fourth largest in ASEAN. On a per capita basis, 2020 GDP in the Philippines is USD 2,980 which
ranks as the sixth highest out of the ASEAN nations.**

This report should be read in conjunction with the disclaimer on page 125
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Figure 1: Real GDP and Growth Rates, 2018 to 2020
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Source: International Monetary Foundation. (2021). World Economic Outlook Database, April 2021.

In terms of market structure, the Philippine power sector has seen substantial restructured following
the promulgation of the Electric Power Industry Reform Act (EPIRA) in 2001. A competitive
wholesale electricity spot market (WESM) has been operating since 2006. Retail competition and
open access (RCOA) started in 2013 for the largest customers and was extended in February 2021
to customers 