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INTEGRATEIANNUAL CORPORATE GOVERNANCE REPORT

COMPLIANT/ ADDITIONAL INFORMATION EXPLANATION
NON -
COMPLIANT
The Boardds Governance Responsibilities
Principle 1: The company should be headed by a competent, working board to foster the long - term success of the corporation, and to sustain its
competitiveness and profitability in a manner consistent with its corporate objectives and the long - term best interests of its shareholders and other

stakeholders.

Recommendation 1.1

1. Board is composed of directors Complian t 1. Please refer to the link below for th e Academic
with collective working qualifications, industry knowledge, professional
knowledge, experience or experience, expertise and relevant trainings of
expertise that is relevant to the directors (pages 10 -16, Item 5 of the STI Holdings
companyds industr 2017 Definitive Information Statement.

2. Board has an appropriate mix of Compliant
competence and expertise . http://stiholdings.com/administration/uploads/p

3. Directors remain qualified for their | Compliant df/STI1%20Holdings%202017%20Definitive%20Inform
positions individually and ation%20Statement.pdf
collectively to enable them to
fulfill their roles and responsibilities 2. Please refe r to the link below for the Qualification
and respond to the needs of the standards of the directors to facilitate the
organization . selection of potential nominees and to serve as

benchmark for the evaluation of its performance
(pages 8 -10, item 5 of the STI Holdings 2017
Definitive Information Statem ent).
http://stiholdings.com/administration/uploads/p
df/ST1%20Holdings%202017%20Definitive%20Inform
ation%20Statement. pdf
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Recommendation 1.2

1. Board is composed of a majority Compliant The Company defines Non-Executive Director as

of non -executive directors . one who has no executive responsibility and
does not perform any work related to the
operations of the Corporation.

The 2017 Manual on Corporate Governance
provides that a majority of the Members of the
Board should be comprised of Non -Executive
Directors and Independent Directors, who
possess the necessary qualifications to
effectively participate and help secure
objective, independent judgment on corporate
affairs and to substantiate proper checks and
balances.

STI  Holdings 2017 Definitive  Information
Statement, pages 10 -15 identify the directors .

The type of their directorships (i.e. executive

director/non -executive  director)  will  be
indicated opposite their names in our future
filings.

http://stiholdings.com/administration/uploads/p
df/STI1%20Holdings%202017%20Definitive%20Infor
mation%20Statement.pdf
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Recommendation 1.3

1. Company provides in its Board Compliant The Board recognizes the importance of
Charter and Manual on continuing education of its members. All
Corporate Governance a policy Directors of the Corporation should take at least
on training of directors . four (4) hours of contin uing education or training

on the following matters:

a. Developments in the business environment;
b. Developments in rules and regulations of
concerned regulatory agencies;

c. Corporate governance matters such as, but
not limited to, audit, internal con  trols, risk
management, sustainability, and strategy.

The Board acknowledges that the continuing
education of its Directors may be provided in a
variety of different forms, including external or
internal education programs, presentations or
briefings on particular topics, educational
materials, meetings with key management and
visits to Corporation facilities. The Corporation,
under the direction of the Corporate
Governance Committee, will assist the Board in
pursuing continuing education programs for its
Directors.

The STI Holdings 2017 Manual on Corporate
Governance, pages 39 -40, provides the policy
on training, orientation and continuing

education of its directors.

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual
%200n%20Corporate%20Governance.pdf
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2. Company has an orientation Compliant
program for first time directors
3. Company has relevant annual Compliant

continuing training for all
directors.

All first-time Directors should undergo an eight (8)
hour orientation program on the following matters:
a. Duties and responsibilities of a Director;

b. Roles of a Director;

c. Accountabilities of a Director;

d. Code of Conduct of Directors;

e. Background on the business and industry of the
Corporation

a. SECmandated topics on Corporate
Governance.

Such new Director shall, as appropriate, attend
outside Director education courses sponsored by
recognized organizations. It shall also include
meetings with and presentations by key
management and visits to Corporation facilities.

http://stiholdings.com/administration/uploads/pdf/20171

127 STI%20Holdings%20%20L etter%@t0%20SEC%20re%20
Compliance%202017%20Corporate%20Governance%20
Seminar_JALapus_JGCua.pdf

http://stiholdings.com/administration/uploads/pdf/20171
205_STI%20Holding8620%20L etter%20t0%20SEC%20re%20
Compliance%202017%20Corporate%20Governance%20
Seminar_EHTanco.pdf

http://stiholdings.com/administration/uploads/pdf/20171
208 _STI%20Holdings%20L etter%20t0%20SEC%20re_Compli
ance%202017%20Corporate%20Governance%20Seminar

MVJacob.pdf

http://stiholdings.com/administration/uploads/pdf/20171
220 STI%20Holdings%202017%20Compliance%20Corpora
te%20Governance%20Seminar.pdf
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Recommendation 1.4

1. Board has a policy on board Non -Compliant Gender composition of the board. The Company do es not have yet a set policy
diversity . 1. Male - 10 on board diversity. It has only one (1) female
2. Female - 1 director.

However, it is the responsibility of the
Corporate  Governance Committee to
determine the nomination and election
process for the Corpor
has the special duty of defining the general
profile of the Board Members that the
Corporation may need and ensuring
appropriate knowledge, competencies and
expertise that complement the existing skills

of the Board.

The Directors shall possess such qualifications
for membership in the Board as prescribed by
the Corporation Code, Securities Regulation
Code and other relevant laws, rules and
regulations. In addition, the Corporation shall
require all of its Directors before assuming
office as such, to attend a seminar on
corporate governance conducted by a duly
rec ognized private or government institute.
Each Director of the Corporation must
possess all the following qualifications:

i. A holder of at least one (1) share of stock of
the Corporation;

ii. At least a college graduate;

iii. At least twenty one (21) yea rs of age;

iv. Possessing proven integrity and probity;
and

v. Of good moral character
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Optional : Recommendation 1.4

1. Company has a policy on and Non - The 2017 Manual on Corporate Governance The Company will endeavor to develop
disclose s measurable objectives Compliant provides that the board shall have to develop policies on board diversity.
for implementing its board the policies on board diversity (page 5, xi i (e)
diversity and report son progress
in achieving its objectives. http://stiholdings.com/pdf/manual -corporate -

governance/STI1%20Holdings%202017%20Manual
%200n%20Corporate%20Governance.pdf

 Recommendationl5 . . .

1. Board is assisted by a Corporate Compliant Atty. Arsenio C. Cabrera, Jr. is the Cor  porate
Secretary . Secretary and Compliance Officer  of the Company .

The functions, duties and responsibilities as corporate

secretary are included on pages 28 -30 of the 2017

Manual on Corporate Governance and page 8 of

the Company By -Laws;

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual%200
n%20Corporate%20Governance.pdf

http://www.stiholdings.com/administration/uploads/p
df/ By -Laws%2010%20Sep%202012.pdf

2. Corporate Secretaryis a Non - The Company has only one (1) Corporate
separate individual from the Compliant Secretary and Compliance Officer . As such,
Compliance Officer . he is expected to perform all the duties and

responsibilities as provided for in the 2017
Manual on Corporate Governance , page 30,

No. 3.2.7, xiii.
3. Corporate Secretary is not a Compliant http://stiholdings.com/administration/uploads/pdf/STI
member of the Board of %20Holdings%20Results%200f%202017%20ASM%20&%?2
Directors . 00rg%20Board.pdf
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4. Corporate Secretary attends Compliant Atty. A. C. Cabrera , Jr. attended a 4-hour
training /s on corporate Corporate Governance o Adapting Changes in
governance . the Corporate Governance Code and Internal

Control Environment on 14 December 2017.

http://stiholdings.com/administration/uploads/p
df/20171220 STI%20H0ldings%202017%20Complia
nce%20Corporate%20G overnance%20Seminar.

pdf
Optional : Recommendation 1.5

1. Corporate Secretary distributes Non - The corporate secretary  normally distributes The Company endeavors to transmit the
materia Isfor board meetings at Compliant notice of board meetings  at least five business board materials at least 5 days befo  re
least five business days before days before a scheduled meeting to the the scheduled board meetings in 2018.
scheduled meeting. members of the board via email.

1. Board is assisted by a Compliant The Company has only one Compliance Officer
Compliance Officer . and Corporate Secretary in the person of Atty.

Arsenio C. Cabrera, Jr. He gives assistance to
the Board when there is need to do so. The
duties and Responsibilities of the Compliance
Officer can be found in pages 2 -4 of the 2017
Manual on Corpo rate Governance of the

Company.

2. Compliance Officer has a rank of Non - http://stiholdings.com/pdf/manual -corporate - The Board of Director sof the Company
Senior Vice President or an Compliant governance/STI1%20Holdings%202017%20Manual should a ppoint a Compliance Officer to
equivalent position with %200n%20Corporate%20Governance.pdf ensure adherence to corpo  rate
adequate stature and authority principles. In the absence of such
in the corporation . appointment, the Corporate Secretary,

preferabl y a lawyer shall act as
Compliance Officer (Page 2 , No. 3.1.1 of
2017 Manual on Corporate Governance

of the Company.

3. Compliance Officer is not a Compliant
member of the board
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4. Compliance Officer attends Compliant Atty. A. C. Cabrera attended a4  -hour
training /s on corporate Corporate Governance o Adapting Changes in
governance . the Corporate Governance Code and Internal

Control Environment on 14 December 2017.

http://stiholdings.com/administration/uploads/p
df/20171220 STI%20H0ldings%202017%20Complia
nce%20Corporate%20G overnance%20Seminar.

idf

Principle2: The fi duciary roles, responsibilities and accountabilities obly-lawshaad B (
other legal pronouncements and guidelines should be clearly made known to all directors as well as to stockholders an d other stakeholders.
1. Directors act on a fully informed Compliant Our directors perform their duties well especially

basis, in good faith, with due during board meetings.

diligence and care, and in the

best interest of the company . At the Regular Meeting of the Board of Directors

held on 14 December 2017, Ms. Maria Vanessa
Rose L. Tanco presented the operations updates

for IACADEMY , a subsidiary of STI Holdings, for SY
2017-2018. She also replied to the query of Mr.
Rainerio Borja, that the College curriculum

provides for six (6) months internship  program
and most of icdleya @deatédase
hired prior to graduation.

This is just one of the various matters that the
board had discussed during board meetings
which sho ws that they are performing their
duties well and for the best interest of the
company.
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Recommendation 2.2

1. Board oversees the Compliant The STI Holdings 2017Manual on Corporate
development, review and Governance, pages 4 -5, under 3.2.1 (b ) (i.-v.) -
approval of the ¢ provides the functions, duties and responsibilities
business objectives and strategy . of the Board pertaining to Corp  orate objectives

2. Board oversees and monitors the | Compliant and strategies . They are required to oversee the
implementation of the development of and approve the Corpo rati g
company®s busines business objectives and strategy, monitor their
and strategy . implementation, in order to sustain the

Corporationds | oamdstrengthr m
http://stiholdings.com/pdf/manual -corporate -

governance/STI%20Holdings%202017%20Manual
%200n%20Corporate%20Governance.pdf

Th e ¢ o mp dbusipgssobjectives and strategy
are being reviewed by the B oard regularly
during its Board meetings.

Supplement to Recommendation 2.2

1. Board has a clearly defined and Compliant The Co mpapdayed svision and mission can
updated vision, mission and core be viewed at the Company
values. website www.stiholdings.com . The core values of

the Company are summarized in our mission
statement.

http://stiholdings.com/mission_vision.php

The vision, mission and core values of the
Company are being reviewed by the board
annually.
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2. Board has a strategy execution
process that facilitates effective
management performance and
is attuned to t
business environment, and
culture.

1. Board is headed by a competent
and qualified Chairperson

he

Compliant

Compliant

The Board monitor sthe implementation of the
strategy execution process, in order to sustain

t he Cor polongteimeia dilsty and

strength and to have an effective management

pe rformance and alignment to the C ompany
business environment and culture  (pages 4 -5,i0
ix of the 2017 Manual on Corporate

Governance)

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual
%200n%20Corporate%20Governance.pdf

This isdone during regular B oard meetings when
the report son the operations of the business are
presented to the B oard.

Mr. Eusebio H. Tanco is the Chairman of the

Board of Directors of STI Holdings since 17 March
2010. Mr. Tanco earned his Master of Science in
Economics degree from the London School of
Economics and Political Science and his

Bachelor of Science degree in Economics from

the Ateneo de Manila University. He was also
awarde d a Doctorate of Humanities degree,
honoris causa, from the Palawan State

University.

His qualifications can be viewed on page 10 of
the 2017 Definitive Information Statement.

Source:
http://stiholdings.com/administration/uploads/p
df/ST1%20H0ldings%202017%20Definitive%20Infor
mation%20Statement.pdf

Recommendation 2.3
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Recommendation 2.4

1. Board ensures and adopts an Compliant IX. RETIREMENT AND SUCCESSION POLICY
effective succession planning
program for directors, key officers
and management

9.1 Any Director, Management and other Key
Officers of the Corporation may be retired upon
reaching the retirement age, set by the Board in
consultation with Management. However, on
justifiable grounds, the Board may retain a Director,

2. Board adopts  a policy on the Compliant Management and other  Key Officers in the same
ret!rement for directors  and key position/remuneration even after attaining the
officers . retirement age, for the benefit of the Corporation.

9.2 The Board, through the Corporate Governance
Committee, shall identify the key knowledge, skills
and abilities pertainingtot he Directors, Officers
and Management Personnel covered by this
Section. The key knowledge, skills and abilities
identified by the Board shall serve as the
benchmark for the succession by new Directors,
Officers, and Management Personnel and shall
serve as guide in formulating the programs for
seminars and training of the Directors, Officers, and
Management Personnel.

9.3 The Board should ensure that leadership in the
Corporation shall be transferred to highly
competent and qualified individuals.

9.4 The Corporation shall disclose its succession,
termination and retirement policy pertaining to its
Directors and Key Officers.

Please refer to page 47, 1X of the 2017 Manual on
Corporate Governance

http://stiholdings.com/pdf/manual -corporate -
governance/STI1%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf
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Recommendation 2.5

1. Board aligns the remuneration of
key officers and board members
with long -term interests of the
company .

Compliant

2. Board adopts a policy specifyin g
the relationship between
remuneration and performance

Compliant

3. Directors do not participate in
discussions or deliberations
involving his/her own
remuneration

Optional : Recommendation 2.5

1. Board approves the
remuneration of senior
executives.

Compliant

Non -
Compliant

The levels of remuneration of the Corporation should be
sufficient to be able to attract and retain the services of
qualified and competent Directors and officers. The
remuneration of Officers and employees of the
Corporation exercising control functions, such as risk
management, compliance, and internal audit, shall be

determined independently of any business line being
overseen.

To avoid compromising their independence,

performance measures of these Officers and employees
shall be based on the achieveme  nt of their objectives.

No Director shall participate in deciding on his/her
remuneration. The Corporati of
information and proxy statements shall include a clear,
concise and understandable disclosure of all fixed and
variable compensation that may be paid, directly or
indirectly, to its Directors and top four (4) management
officers during the preceding fiscal year.

Please refer to page 15, letter g, of the 2017 Manual on
Corporate Governance

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual%200n%

20Corporate%20Governance.pdf

Please refer to page 93, Item 10,1 -5, of the SEC Form
17-A for the Fiscal Year Ended 31 March 2017.

http://stiholdings.com/administration/uploads/pdf/STI
%20H0ldings%20SEC%20Form%2017-
A%20F0or%20the%20Year%20Ended%2031%20March%?2
02017_with%20SEC%20stamp _RECEIVED.pdf

The senior e xecutives of the Company do not
receive compensation. Three senior e xecutives
namely Messrs.Monico V. Jacob, Paolo M artin
Bautista and Joseph Augustin Tanco  only
receive per diems in their capacity as d irector s
of the Company.

Source: Board Resolution approving the
increase in Per Diem of the members of the
board for each board meeting (approved on
28 June 2010 board meeting)
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2. Company has measurable Non - There is no arrangement for compensation

standards to align the Compliant of directors and executive officers . The
performance -based CEO and top four (4) executive officers as
remuneration of the executive a group, do not receive compensation
directors and senior executives from the Company (page 93, Item 10,1 -2,
with long -term interest, such as of the SEC Form 17-A for the Fiscal Year

Ended 31 March 2017.
http://stiholdings.com/administration/uplo
ads/pdf/STI%20H0ldings%20SEC%20Form%?2
017-
A%20F0r%20the%20Year%20Ended%2031%
20March%202017 with%20SEC%20stamp R

ECEIVED.pdf
Recommendation 2.6

claw back provision and
deferred bonuses

1. Board has a formal and Compliant The Corporate Governance Committee or a
transparent board nomination separate Nomination Committee shall conduct the
and election policy . nomination of Directors prior to the annual
Stockhol dersdé meeting. All

be signed by the nominating Stockholders

together with the acceptance and conformity of

the would -be nominees and shall be submitted to

the Corporate G overnance Committee and the
Corporate Secretary at least forty five (45)

calendar days before the date of the actual

meeting ( please refer to pages 38 -39 of the
Companyds STI Hol dings 201
Governance. )

http://stiholdings.com/pdf/manual -corporate -
governance/ST1%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf

2. Board nomination a nd election Compliant http://stih _oldings.com/pdf/manual __ -corporate -
policy is disclosed in the governance/STI1%20Holdings%202017%20Manual%?2
companyds Manual 0on%20Corporate%20Governance.pdf
Governance
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Board nominat ion and election Compliant All Stockholders, including minority Stockholders, have

policy includes how the the right to elect, remove and replace Directors and

company accepted nominations vote on certgin corporate acts in accordance with

from minority shareholders the Corporation Code and the By  -Laws of the
Corporation (page 55, XIV, 14.1 of the 2017 Manual
on Corporate Governance
http://stiholdings.com/pdf/manual -corporate -
governa nce/STI1%20Holdings%202017%20Manual%200
n%20Corporate%20Governance.pdf

Board nominat ion and election Compliant The Corporate Governance Committee shall pre -

policy includes how the board screen the qualifications and prepare a Final List of all

shortlists candidates Candidates for Directors and put in place screening
policies and parameters to enable it to effectively
review the qualifications of the nominees for Directors
(page 38 , 1V, 4.2 of the 2017 Manual on Corporate
Governance)

Board nominat ion and election Compliant In case of failure of election, resignation,

policy includes an assessment of disqualificaton or cessation of independent

the effectiveness Directorship, the vacancy shall be filled by the vote of

processes in the nomination, at least a majority of the remaining Directors, if still

election or replacement of a constituting a quorum; otherwise, said vacancy shall

director. be filed onl y by candidates approved by the
Corporate Governance Committee. An independent
Director so elected to fill a vacancy shall serve only
for the unexpired term of his/her predecessor in office
(page 39, IV, 4.8 of the 2017 Manual on Corporate
Governance).

Board has a p rocess for Compliant

identifying the quality of directors
that is aligned with the strategic
direction of the company

The Board should be composed of such members so
as to create a collective working knowledge,
experience and expertise
industry. It should have an appropriate mix of
competence and expertise to enable the Board to
fulfil its roles and r esponsibilities, and to respond to the
needs of the Corporation based on the evolving
business environment and strategic direction (page 4,
I, 3.2, 3.2.1a of the 2017 Manual on Corporate Gov.)
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Optional : Recommendation to 2.6

1. Company uses professional
search firms or other external
sources of candidates (such as
director databases set up by
director or shareholder bodies)
when searching for candidates
to the board of directors

Recommendation 2.7

1. Board has overall responsibility in
ensuring that there is a group -
wide policy and system
governing related party
transactions (RPTs) and other
unusual or infrequently occurring
transactions .

Non -
Compliant

Compliant

2. RPT policy include sappropriate
review and approval of material
RPTs, which guarantee fairness
and transparency of the
transactions .

Compliant

3. RPT policy encompasses all entities
within the group, taking into account
their size, structure, risk profile and
complexity of operations.

Compliant

TheCompany6s policy on rel
transaction, including policy on review and

approval of significant RPTs can be found on
pages40-43 of t he ¢ o mpanualod s

Corporate Governance.

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual
%200n%20Corporate%20Governance.pdf

Transactions that were approved pursuant to

the policy 0 please refer to pages 25 -26, Note 12
of the Notes to Parent Company Financial
Statements and pages 77 -79, Note 29 of the
Audited Consolidated Financial Statements for

the year ending 31 March 2017
http://stiholdings.com/administration/uploads/p
df/ST1%20Holdings%20SEC%20Form%2017
A%20F0r%20the%20Year%20Ended%2031%20Mar
ch%202017_with%20SEC%20stamp_RECEIVED.pdf

The Company do es not use a

professional search firm when searching
for candidates to the board of directors
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Supplement to Recommendations 2.7

1.

Board clearly defines the
threshold for disclosure and
approval of RPTs and categorizes
such transactions according to
those that are considered  de
minimis or transactions that need
not be reported or announced,
those that need to be disclosed,
and those that need prior
shareholder approval. The
aggregate amount of RPT swithin
any twelve (12) month period
should be considered for
purposes of applying the
thresholds for disclosure and
approval.

Compliant

The following natures of transactions will be

deemed to be pre -approved by the Board of

Directors, will not be reviewed by the Board of

Directors and do not require approval or

ratification 0 please refer to page 470of the

company6s 2017 Manual on

Governance

i. Transactions in the ordinary course of business
that do not exceed 200,000.00 in any fiscal
year,;

ii. Transactions in which the Related Party &
interest is derived solely from the fact that he
or she serves as Director of another
Corporation or organization that is a party to
the transaction;

ii.Transactions in which t

interest is derived solely from his or her direct
or indirect ownership of an entity (other than
a general partnership) that is a party to the
transaction when such ownership interest is
less than ten percent (10%) of the equity
interest of such entity; and

iv. Transactions available to all employees
generally.

http://stiholdings.com/pdf/manual
corporate -
governance/STI%20Holdings%202017%20Man
ual%200n%20Corporate%20Governance.pdf
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2. Board establishes a voting system Compliant No Director shall participate in the evaluation or

whereby a majority of non - approval of any Related  Party Transaction for
related party shareholders which he or she is a Related Party and will abstain
approve specific types  of related from voting on the approval of the Related Party
party transactions during Transaction, except that the Director shall provide
sharehol dersédé mee all material information concerning the Related

Party Transaction to the Board of  Directors and

may otherwise participate in some or all of the

Board of Directorsd discus
the Board of Directors (page 42, 7.4, letter e of the
2017 Manual on Corporate Governance).

http://stiholdings.com/pdf/manual -corporate -
governance/ST1%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf

Recommendation 2.8

1. Board isprimarily responsible for Compliant The board s ets the standards in the selection
approving the selection of and hiring of the Corpor
Management led by the Chief due consideration to the integrity, technical
Executive Officer (CEO) and the expertise and experience 0 please refer to page
heads of the other control 5b,x.0f the companyds 2017
functions (Chief Risk Officer, Chief Corporate Governance.

Compliance Officer and Chief
Audit Executive) . The Board may from time to time delegate the

Executive Committee to take charge of the
selection and hiringof t he cor porat.i

http://s_tiholdings.com/pdf/board -committee -
charter/STI -Holdings -Executive -Committee -
Charter.pdf
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Board isprimarily responsible for
assessing the performance of
Management led by the Chief
Executive Officer (CEO) and the
heads of the other control

functions (Chief Risk Officer, Chief
Compliance Officer and Chief

Audit Executive) .

Compliant

The Board control sthe functions of the
Management through its respective heads , and
assesss the performance of the Management,

led by the Chief Executive Officer by
establishing a performance management
framework that will measure the performance of

the Management and personnel and ensure

that the same is at par with the standards set by
the Board & please referto page 5, b. vi idixof
the companyf6s 2017 Manua
Governance.

Also, the Corporate Governance Committee

oversee sthe periodic performance evaluation

of the Board and its committees as well as

executive management, and conduct an

annual self -evaluation of its performance. o}
Please referto page 23, b,iiioft he compa
2017 Manual on Corporate Governance.

The Company has no Chief Risk Officer and
Chief Audit Executive.

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual
%200n%20Corporate%20Governance.pdf
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Recommendation 2.9

1. Board establishes an effective Compliant It is the duty of the Board to establish a
performance management performance management framework that will
framework that ensures that measure the performance of the Management
Management ds perf and personnel and ensure that the same is at
par with the standards set by the par with the standards set by the Board (page 5,
Board and Senior Management . letter b, ix, of the 2017 Manual o n Corporate

Governance)
http://stiholdings.com/pdf/manual -corporate -

governance/STI%20Holdings%202017%20Manual
%200n%20Corporate%20Governance.pdf

The Company established a Performance
Management System to regularly monitor work
progress and positively assist in the development
of the Employees. The job description discussed
between the employee and his/her immediate
coach defines the general work responsibilities.
In addition, specific projects, assignments and
activities together with the respective deadlines
are mutually agreed upon. These represent the
work commitments of the employee and serve
as the basis against wh ich the performance of
the employee will be measured.

Ref: STI Holdings Policy on Performance  of
Employees .
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Board establishes an effective
performance management
framework that ensures that
personnel s perfo
with the standards set by the

Board and Senior Management

Compliant

It is the duty of the Board to e  stablish a

performance management framework that will
measure the performance of the Management
and personnel and ensure that the same is at

par with the standards set by the Board (page 5,

letter b, ix, of the 2017 Manual on Corporate
Governance)

http://stiholdings.com/pdf/manual -corporate -

governance/STI%20Holdings%202017%20Manual

%200n%20Corporate%20Governance.pdf

The performance reviews bring about a definite

action plan to correct performance

deficiencies, reinforce strengths and fully

develop potential.

Key elements of the Performance Management

System

1. Having a shared strategy which
communicates the  corporate objectives of
the business to all partners;

2. A process that involves the employee and
his/her immediate coach in setting the
performance objectives which relate both to
business needs and wider organization
objectives;

3. Conducting regular reviews of progress
towards the targets; and

4. Using the review process to identify training,

development and reward outcomes.

Ref: STI Holdings Policy on Performance of
Employees.
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Recommendation 2.10

1. Board oversees that an Compliant The Board develops and oversees an appropriate
appropriate internal control internal control system to identify, monitor and
system is in place . manage potential conflicts of interest of

Management, Board members and Stockholders;
page 5 , xiii, of the 2017 Manual on Corporate
Governance.

Adopts a system of internal checks and balances.
A regular review of the effectiveness of such
system shall be conducted to ensure the integrity

2. The internal control system Compliant
includes a mechanism for

monitoring and managing of the decision -making and reporting processes at
potential conflict of interest of the all times. There shall be a continuing review of the
Management, members and Corporat i onds internal contro
shareholders . maintain its adequacy and effectiveness d page 6,

xxi, and pages 35 -36, 3.2.14, a 0 b, of the 2017
Manual on Corporate Governance.

http://stiholdings.com/pdf/manual -corporate -
governance/ST1%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf

3. Board approves the Internal Compliant The Board through its Audit Committee

Audit Charter . recommends the approval of the Internal Audit
Charter, which formally defines the role of Internal
Audit and the audit plan as well as oversees the
implementation of the Internal Audit Charter; page
18, iv of the 2017 Manual on Corporate
Governan ce and page 4, 4.4,4.4.1 04.4.5 of the
Audit Committee Charter.

http://stiholdings.com/pdf/manual -corporate -
governance/STI1%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf

http://stiholdings.com/pdf/ board -committee -
charter/STI -Holdings -Audit -Committee -Charter.pdf
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Recommendation 2.11

1. Board oversees thatthe Compliant The Board d evelop sand implement sa sound
company has in place a sound enterprise risk management framework to
enterprise risk management identify, monitor and manage key business risks;
(ERM) framework to effectively and to help the board identify units/business
identify, monitor, assess and lines and enterprise -level risk exposures (page 6,
manage key business risks . xv of the 2017 Manual on Corporate

Governance ;

The board through its Audit Committee d evelop s
a formal enterprise risk management plan which
contains the following elements:

9 Common language or register of risks;

1 Well-defined risk management goals,

objectives and oversight;

9 Uniform processes of assessing risks and
developing strategies to manage prioritized risks;
1 Designing and implementing risk management
strategies;

9 Continuing assessments to improve risk
strategies, processes and measures. 0 page 20
of the 2017 Manual on Corporate Governance.

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual
%200n%20Corporate%20Governance.pdf

SEC Form|-ACGR * Updated 210217
Page23 of 94


http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf

The risk management framework
guides the board in identifying
units/business lines and

enterprise -level risk exposures, as
well as the effectiveness of risk
management strategies

Compliant

The Board and/or the Management shall

operationalize an Enterprise Risk Management
Framework, which shall be guided by the following:

a. Establish Risk Profile and determine external and
internal factors which can
Risk Profile;

b. Identify and characterize specific threats/ risks;

c. Assess the vulnerability of critical assets to specific
threats/ risks;

d. Determine the risks (i.e. expected likelihood and
consequences of specific threats/ risks on specific
assets);

e. Identify ways on how to minimize said threats/ risks;

f. Prioritize risk reduction measures based on strategy;

g. Implement and monitor

h. Assess effectiveness, conduct reviews and

evaluation and make necessary adjustments. Page 45
of the 2017 Manual on Corporate Governance.

Below are some of the benefits of establishing,
implementing and maintaining an Enterprise Risk
Management Framewor  k:

a. More effective strategic and business planning;

b. More effective utilization of resources;

c. Better cost control;

d. Enhances stockholder value by minimizing losses
and maximizing opportunities;

e. Increases knowledge and understanding of
exposure to risks;

f. Increases preparedness for third -party/ outside
review resulting to more effective and less costly
audits;

g. Minimizes business disruptions; and

h. Strengthens culture for continued impr ~ ovement.
Page 44 -45 of the 2017 Manual on Corporate
Governance.

http://stiholdings.com/pdf/manual -corporate -
governance/STI1%20Holdings%202017%20Manual%200on

%20Corporate%20Governance.pdf
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Recommendation 2.12

1. Board has a Board Charter that Compliant For Recommendation 2.12, Numbers 1 93,
formalizes and clearly states its please refer to pages 4 015, 3.2.1, a d h, of the
roles, responsibilities and 2017 Manual on Corporate Governance
accountabilities in  carrying out its
fiduciary role .

2. Board Chart er serves as a guide Compliant Source:
to the directors in the http://stiholdings.com/pdf/manual -corporate -
performance of their functions . governance/STI1%20Holdings%202017%20Manual

%200n%20Corporate%20Governance.pdf

3. Board Charter is publicly Compliant
available and posted on the
company & website .

1. Board has a clear insider trading Compliant Please refer to below link  for a clear insider
policy . trading policy & pages 4 -5, No. 4, 4.1, B:

http://stiholdings.com/pdf/STI _ -Holdings -Code -of -
BusinessConduct -and -Ethics.pdf

http://stiholdings.com/corporate -
governance -policies.php#insider -trading

1. Company has a policy on Non - The Company does not grant loans to its
granting loans to directors, either Compliant Board of Directors.
forbidding the practice or
ensuring that the transaction is
conducted at ar mo
and at market rates.
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2. Company disclose sthe types of Compliant Indicate the types of decision requiring board of
decision requiring board of directorsd appr ther@dre and
di rectorsd approv disclosed.

The Board of Directors approves the e xecution
of major contracts and loan documents, the
disposition/ac quisition of assets,
resignation/election of directors and o fficers and
the appointment of external a  uditors. These
decisions are disclosed in SEC F orms17C and on

PSE Edﬁe.

Principle 3: Board committees should be set up to the extent possible to support the effective performance of
respect to audit, risk management, related party transactions, and other key corporate governance concerns, such as nominati on and
remuneration. The composition, functions and responsibilities of all committees established should be contained in a publicly available Committee
Chatrter.
1. Board establishes board Compliant The Board should establish Committees so as to aid

committees that focus on in performing and implementing specialized

specific board functions to aid in functions and tasks. The B oard should establish

the optimal performance of its such Committees it may deem necessary to aid in

roles and responsibilities . complying with the principles of good corporate

governance. If a Committee recommended by
the Code of Governance is not established, the
functions of such Committee may be performed
by t he whole Board or by another Committee
(pages 17 -24, 3.2.3, a 6 b of the 2017 Manual on
Corporate Governance)

The Company has the following committees:

1. Audit Committee

2. Corporate Governance Committee

http://stiholdings.com/pdf/manual -corporate -
governance/STI1%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf
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Recommendation 3.2

1. Board establishes an Audit Compliant The Companyds 2017 Manual
Committee to enhance its Governance provides the duties and
oversight capability over the responsibilities of the Aud it Committee, specifically,
companyds financi to assistt he Board by overseein
internal control system, internal financial reporting, internal control system, internal
and external audit processes, and external audit processes, and compliance
and compliance with applicable with applicable laws and regulations;

laws and regulations . . . i
|t is the Audit Commi tteed

recommend to the Board the a ppointment,
reappointment, removal and fees of the External
Auditor, duly accredited by the Commission, who
undertakes an independent audit of the
Corporation, and provide an objective assurance
on the manner by which the financial statements
should be pre pared and presented to the

Stockholders.
2. Audit Committee is composed of Compliant The Audit Committee of STI Holdings is composed
at least three appropriately of the following:
qualified non -executive directors, Chairman:
the majority of whom, including Johnip G. Cua ( Independent Director[ID] and Non -
the Chairman is independent. Executive Director [NED]
Members:

Jesli A. Lapus & ID and NED

Robert G. Vergara & 1D and NED

Martin K. Tanco - NED

Paolo Martin O. Bautista

Source:

http://stiholdings.com/administration/uploads/pdf/
STI1%20H0ldings%20Results%200f%202017%20ASM%?2
0&%200rg%20Board.pdf
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3. All the me mbers of the Compliant Please refer to pages 12 -15 of the 2017 Definitive
committee have relevant Information Statement of the Company on the
background, knowledge, skills, background, kno wledge, skills, and/or
and/or experience in the areas of experience of the members of the Audit
accounting, auditing and Committee.
finance. Source:
http://stiholdings.com/administration/uploads/p
df/STI%20Holdings%202017%20Definitive%20Infor
mation%20Statement.pdf
4. The Chairman of the Audit Compliant Source:
Committee is not the Chairman http://stiholdings.com/administration/uploads/p
of the Board or of any other df/STI%20Holdings%20Results%200f%202017%20A
committee. SM%20&%200rg%20Board.pdf
Supplement to Recommendation 3.2
1. Audit Committee approves  all Non - The Company endeavors to secure  the
non -audit services conducted by Compliant approval of the Audit Committee for all
the external auditor. non -audit services conducted by the
external auditor.
2. Audit Committee conducts Non - The Audit Committee meets with the
regular meetings and dialogues Compliant external auditor and with management

with the external audit team
without anyone from
management present.

for audit planning and the review of the
Companyo6s audited fi
statements.

Moving forward, the Audit Committee

will endeavor to set a meeting with the
external audit team without anyone from
management present in the third quarter
of 2018.

n
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Optional : Recommendation 3.2

1. Audit Committee me et at least Non - The Audit Committee held a meeting on
four times during the year. Compliant 6 July 2017.
Source: Secret aisspdin (

connection with the ~ Completeness of
Minutes for the period from 1 January
2017 up to the presen t date

2. Audit Committee approve  sthe Compliant The Audit Committee  oversees the Internal Audit
appointment and removal of the Department and recommend sthe appointment
internal auditor . and/or grounds for approval of an internal audit

head/Chief Audit Executive. The Audit Committee
should also approve the terms and conditions for

outsourcing internal audit services.
Recommendation 3.3

1. Board establishes a Corporate Compliant The Companyds PofQorporddea nu a
Governance Committee tasked Governance provides information on the
to assist the Board in the Corporate Governance Committee, including its
performance of its corporate duties and responsibilities. Please refer to page 23 -
governance responsibilities, 24, b, i-iii of the Manual.

including the functions that were
formerly assigned to a
Nomination and Remuneration
Committee .

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf

The Board should be composed of such members

S0 as to create a collective working knowledge,
experience and expertise i
industry. It should have an appropriate mix of
competence and expertise to enable the Board to

fulfil its roles and re sponsibilities, and to respond to

the needs of the Corporation based on the

evolving business environment and strategic

direction.
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2. Corporate Governance
Committee iscomposed of at
least three members, all of whom
should be independent directors

Compliant

The Corporate Governance  Committee of STI
Holdings is composed of the following:

Chairman:

Jesli A. Lapus (Independent Director[ID] and Non -
Executive Director [NED]

Members:

Johnip G. Cu & ID and NED

Robert G. Vergara & ID and NED

Arsenio C. Cabr era, Jr. 8 Corporate Secretary and
Corporate Information Officer

http://stiholdings.com/administration/uploads/p
df/STI%20Hokings%20Results%200f%202017%20A
SM%20&%200rg%20Board.pdf

Please refer to pages 12 -16 of the 2017 Definitive
Information Statement of the Company on the
background, knowledge, skills, and/or

experience of the members of the Corporate
Governance Committee.

http://stiholdings.com/administration/uploads/p
df/ST1%20Holdings%202017%20Definitive%20Infor
mation%20Statement.pdf

3. Chairman of the Corporate
Governance Committee is an
independent director

Compliant

Secretary Jesli A. Lapus, an Independent
Director of the Company was elected Chairman
of the Corporate Governance Committee at

the Organizational Meeting of the Board held on
29 September 2017.

http://stiholdings.com/administration/uploads/p
df/ST1%20Holdings%20Results%200f%202017%20A
SM%20&%200rg%20Board.pdf
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Optional : Recommendation 3.3.

BROC has relevant thorough
knowledge and experience on
risk and risk management.

relevant thorough knowledge and experience
on risk and risk management.

1. Corporate Governance Non - The Corporate Governance Committee
Committee me et at least twice Compliant met once in 2017.
during the year.
Source: Secretaryodos (
connection with the Completeness of
Minutes for the period from 1 January
2017 up to the present date
Recommendation 3.4
1. Board establishes a separate Compliant The Audit Committee also serve sas the
Board Risk Oversight Committee Cor por at iard Rigk ©veBight Committee
(BROC) that should be (BROC), in case none has been separately
responsible for the oversight of a established. The Company has no separate
companyds Enteropr BROC. Its duties and responsibilities are being
Management system to ensure its performed by the Audit Committee. Please
functionality and effectiveness. refer to page 20 -21 of the 2017 Manual on
Corporate G overnance:
http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual
%200n%20Corporate%20Gov ernance.pdf
2. BROC is composed of at least Compliant The Company has the Audit Committee, which
three members, the majority of is composed of five (5) members, the majority of
whom should be independent whom are independent directors, including the
directors, including the Chairman.
Chairman.
3. The Chairman of the BROC isnot | Compliant The Chairm an of the Audit Committee is not the
the Chairman of the Board or of Chairman of the Board or of any other
any other committee. committee.
4. At least one member of the Compliant All members of the Audit Committee have
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Recommendation 3.5

at least three non -executive
directors, two of whom should be
independent, including the
Chairman.

All established committees have
a Committee Charter stating in
plain terms their respective
purposes, memberships,
structures, operations, reporting
process, resources and other
relevant information.

Compliant

Committee Charters provide
standards for evaluating the
performance of the Committees

Compliant

1. Board establishes a Related Party Compliant The Audit Committee  also serve sas the
Transactions (RPT) Committee, Corporationds Related Part
which istasked with reviewing all Committee (RPTC), in case none has been
material related party separately established.
transactions of the company. The Company has no separate RPTC. Its duties

and responsibilities are being performed by the

Audit Committee.  Please refer to page 21 -22 of
the 2017 Manual on Corporate Governance:
http://stiholdings.com/pdf/manual -corporate -
gove rnance/STI%20Holdings%202017%20Manual%2
0on%20Corporate%20Governance.pdf

2. RPT Committee is composed of Compliant The Audit Committee may also serve as the

Corporationds Related Part
Committee (RPTC), in case none has been

separately established.

The Company has the Audit Committee, which is
composed of five (5) members, the majority of
whom are independent directors, including the
Chairman.

Recommendation 3.6
1.

The 2017 Manual on Corporate Governance
provides all information
committee charters, containing all the required
information, particularly the functions of the
Committee that is necessary for performance
evaluation purposes. Please refer to pages 17 -24
of t he Manual.

Source:

http://stiholdings.com/pdf/manual -corporate -
governance/STI1%20Holdings%202017%20Manual%?2
0on%20Corpora_te%20Governance.pdf

g
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3.

Committee Charters  were fully

di sclosed on the

website .

Compliant

Source:
http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual

%200n%20Corporate%20Governance.pdf

Principle 4: To show full commitment to the company, the directors should devote the time and attention necessary to properly and effectiv

ely

material sfor all Board and
Committee meetings.

perform their duties and responsibilities, includiimgps.sufficient time to b

Recommendation 4.1

1. The Directors at tend and actively Compliant For 2017 Board , Committee and Shareholder
participate in all meetings of the meetings, t he Corporate Secretary  always
Board, Committees and certified the existence of a quorum for the valid
shareholders in person or through transaction of business.
tele -/videoconferencing
conducted in accordance with Most of the directors attend Committee and
the rules and regulations of the Board meetings and participate actively in
Commission . discussions.

2. The director sreview meeting Compliant The Corporate Secretary shall be responsible for

the timely and proper distribution of notices,
agenda and other relevant meeting materials for
discussion during the pertinent board meeting
through the recognized modes of transmission of
information i.e., personal delivery, fax, email

notice, mail of courier. Receipt s  hould be ensured
to allow for ample review by the members of the
Board to enable them to fully comprehend the
matters to be discussed during the relevant
meeting.

The Corporate Secretary sends copies of the
minutes of previous meetings to the members of
the Board and the Committees via email.
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3. The directors ask the necessary
guestions or seek clarifications
and explanations during the
Board and Committee meetings

1. Non-executive directors
concurrently serve in a maximum
of five publicly -listed companies
to ensure that they have
sufficient time to fully prepare for
minutes, challenge
Management 8s
and oversee the long -term
strategy of the company

1. The directors notify the
companyds board
accepting a directorship in
another company.

prop

b

Compliant

Compliant

Compliant

The directors shall devote sufficient time to

familiarize himself with t
He should be constantly aware of and
knowl edgeabl e with the Cor

to enable him to meaningfully contribute to the
Boar dds wor kattendand activelyu | d
participate in Board and committee meetings,
review meeting materials and, if called for, ask

questions or seek clarifications and explanation;
Recommendation 4.2

Page 26, 3.2.5, c of the 2017 Manual on Corporate
Governan ce provides that:

A Non -Executive Director should not concurrently
serve as a Director in more than five (5) publicly -
listed Corporations.

Fort he directorships of
both listed and non -listed companies , please refer
to pages 10 -15 of the 2017 Definitive Information
Statement of the Company

Source:
http://stiholdings.com/administration/uploads/pdf/

t he

STI%0H0ldings%202017%20Definitive%20Informatio

n%20Statement.pdf

Recommendation 4.3

The 2017 Manual on Corporate Governance
provides that a director should  notify the Board
before accepting Directorship in another
Corporation. (please refer to page 8, letter c, ii)

Source:
http://stiholdings.com/pdf/manual -corporate -
governance/STI1%20Holdings%202017%20Manual%?2

0on%20Corporate%20Governance.pdf
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Optional : Principle 4

1. Company does not have any
executive directors who servei n
more than two boards of listed
companies outside of the group.

Non -c ompliant

The Company endeavors to advis e
Directors to limit their d irectorship sin
public listed companies.

2. Company schedules board of
directorsd meet.i
start of the financial year.

n

Non -c ompliant

The Company endeavors to schedule
meetings of the Board of Directors in
advance.

3. Board of directors m eet at least
six times during the year.

Compliant

The Company held seven (7) Board meetings for
2017.

Source: Secretaryods Certific
connection with the Completeness of Minutes

for the period from 1  January 2017 up to the
present date

4. Company requires as minimum
guorum of at least 2/ 3 for board
decisions.

Non -compliant

The Company follows the Corporation
Code of the Philippines which requires
only the presence of the majority of
Board of Directors to constitute a
quorum.

Principle 5: The board should endeavor to exercise an objective and independent judgment on all corporate affairs

Recommendation 5.1

1. The Board has at least 3
independent directors or such
number as to constitute one  -third
of the board, whichever is higher.

Compliant

The Board shall be composed of eleven (11)
members who are elected by the Stockholders.
Three (3) of its members , namely Messrs. Jesli A.
Lapus, Johnip G. Cua and Robert G. Vergara,

are Independent Directors.

Source
http://stiholdings.com/administration/uploads/p
df/STI%20Holdings%20Results%200f%202017%20A
SM%20&%200rg%20Board.pdf
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Recommendation 5.2
1. The independent directors possess Compliant For the qualifications of the independent directors , please
all the qualifications and none of refer to pages 24 -26, 3.2.4, a-g of the 2017 Manual on

the disqualifications to hold the Corporate Governance of the Company
positions. Source:

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Hol dings%202017%20Manual%200n%20C

orporate%20Governance.pdf
Supplement to Recommendation 5.2

1. Company has no shareholder Compliant The Company has no shareholder agreements, by -laws
agreements, by -laws provisions, or provisions, or other arrangements that constrain the
other arrangements that constrain the directorsd6 ability ondfilevote i1
directorsdé ability t

Recommendation 5.3

1. The independent directors serve for Compliant Please refer to page 24, 3.2.4, b of the 2017 Manual on
a cumulative term of nine years Corporate Governance which provides: An Independent

Director shall serve a maximum cumulative term of nine (9)

(reckoned from 2012).
years.

After which, the Independent Director shall be perpetually
barred from re -election as such in the Corporation.

An Independent Director barred from re -election as such
may continue to qualify for nomination and election as a

non -Independent Director.

In the event the Corporation wants to retain the

Independent Director after serving nine (9) years, the Board
should provide meritorious justification/s and seek
Stockhol dersd approval during
Meeting.

The nine-year term shall be recko ned from 2012, pursuant to
SEC Memorandum Circular No. 9 Series of 2011.

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual%200n%20C
orporate%20Governance.pdf

Please refer also to page 9 of the 2017 Definitive Information
statement , for the summary of term of office of Directors
(regular and independent directors)

http://stiholdings.com/administration/uploads/pdf/STI%20Ho
1dings%202017%20Definitive%20Information%20Statement.pd
f
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The company bars an
independent director from
serving in such capacity after the
term limit of nine years

Compliant

Please refer to page 24, 3.2.4, b of the 2017

Manual on Corporate Governance which

provides: An Independent Director shall serve a
maximum cumulative term of nine (9) years. After
which, the Independent Director shall be

perpetually barred from re  -election as such in the
Corporation.

An Independent Director barred from re -election
as such may con tinue to qualify for nomination

and election as a non -Independent Director.

In the event the Corporation wants to retain the
Independent Director after serving nine (9) years,

the Board should provide meritorious justification/s
and seek St oc krovalduwirgthe 8 app
Annual Stockhol dersd Meet.i
The nine -year term shall be reckoned from 2012,
pursuant to SEC Memorandum Circular No. 9 Series

of 2011.

Source:

http://stiholdings.com/pdf/manual -corporate -
governance/STI1%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf
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3. Inthe instance that the company
retains an independent director
in the same capacity  afte r nine
years, the board provides
meri torious justification and seeks

meeting.

1. The positions of Chairman of the
Board and Chief Executive
Officer are held by separate
individuals.

sharehol dersdé app
the annual shar eh

Compliant

Compliant

Please refer to page 24, 3.2.4, b of the 2017

Manual on Corporate Governance which

provides: An Independent Director shall serve a
maximum cumulative term of nine (9) years. After
which, the Independent Director shall be

perpetually barred from re  -election as such in the
Corporation.

An Independent Director barred fromre  -election
as such may con tinue to qualify for nomination
and election as a non -Independent Director.

In the event the Corporation wants to retain the
Independent Director after serving nine (9) years,
the Board should provide meritorious justification/s
and seek St oc krovalbuwirggthe 8 app
Annual Stockholdersé Meet.i
The nine -year term shall be reckoned from 2012,
pursuant to SEC Memorandum Circular No. 9 Series

of 2011.

Source:

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf

Chairman of the Board - Eusebio H. Tanco
Chief Executive Officer & Monico V. Jacob

Recommendation 5.4
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2. The Chairman of the Board and
Chief Executive Officer have
clearly defined responsibilities.

Compliant

The roles of Chairman and President/ CEO should,
as much as practicable, be separate to foster an
appropriate balance of power, increased
accountability and better capacity for

independent decision -making by the Board. A
clear delineation of functions shoul  d be made
between the Chairman and CEO upon their

election.

If the positions of Chairman and CEO are unified,

the proper checks and balances should be laid

down to ensure that the Board gets the benefit of
independent views and perspectives.

To avoid int erference from the Management, the
Chairman of the Board shall not sit as the

Chairman of the Audit Committee. (Please refer to
page 14, 3.2.2 of the 2017 Manual on Corporate
Governance for his duties and responsibilities.

The President shall be the Chief Executive Officer
(the O0CEO6) of the Corpor a
and operational leader directly accountable to

the Board for all corporate activities. The
responsibilities of the President are spread

throughout almost  all aspects of the business of the
Corporation from planning, organizing,

development and implementation. (Please refer to
page 27, 3.2.6, a -d of the 2017 Manual on

Corporate Governance for his core

competencies)

Source:

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf

There is no blood relationship be tween the
Chairman and President/ CEO.
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Recommendation 5.5

1. If the Chairman of the Board is Non - The Chairman of the Board of the Company is The Board shall designate a Lead
not an independen t director, the Compliant not an independent Director and the board did Independent D irector during the
board designates a lead director not designate a lead director among the Organizational Meeting of the Board of
among the independent independent director, as well. Directors in the third quarter of 2018.
directors. The Audit and Corporate Governance

Committees are being led by an Independent
Director .

1. Directors with material interest in Compliant One of the specific duties and responsibilities of
a transaction affecting the our directors is to abstain from participating in
corporation abstai n from taking deliberations of any transaction affecting the
part in the deliberations on the Corporation in which  he/she has a mate rial
transaction. interest (please refer to page 8, ¢, iii of the 2017

Manual on Corporate Governance)

There was no meeting during the year in which a
director had to abstain due to a material interest
in a transaction being deliberated upon by the

board.

1. The non-executive directors Non - The Company endeavors for the non -
(NEDs) have separate periodic Compliant executive directors (NEDs) to have
meetings with the external separate periodic meetings with the
auditor and heads of the internal external auditor and heads of the
audit, compliance and risk internal audit, compliance and risk
functions, without any executive functions, without any executive present.
present. The Company shall schedule a meeting

in the third quarter of 2018.

2. The meetings are chaired by the Non - The Board shall designate a Lead

lead independent director. Compliant Independent Director during the

Organizational Meeting of the Board of
Directors in the third quarter of 2018.
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Optional : Principle 5

1. None of the directors is a former
CEO of the company in the past
2 years.

Principle 6: Thebest measur e

Non -c ompliant

of t he

1. Board conducts an annual self - Non -
assessment of its performance as Compliant
a whole.

2. The Chairman conducts a self - Non -
assessment of his performance. Compliant

3. The individual members conduct Non -
a self-assessment of their Compliant
performance.

4. Each committee conducts a self- | Non-
assessment of its performance. Compliant

Atty. Monico V. Jacob has been the President
and CEO of the Company for the past 2 years.

Boardds effectiveness

It is the duty of the Corporate Governance
Committee to oversee the periodic

performance evaluation of the Board and its
committees , as well as executive management,
and conduct an annual self  -evaluation of its
performance.

The Company has appointed Atty.
Monico V. Jacob as the President and

CEO since 2010 based on his experience,
skills and expertise.

assedos ment

is through an
appraise its performance as a body, and assess whether it possesses the right mix of backgrounds and competencies.
Recommendation 6.1

The Company has prepared a Self -
Assessment Form for the Board as a
whole.

The Company will endeavor to conduct
anannualself -assessment of
performance as a whole  in 2018.

The Company endeavorsto  request the
Chairmanto conducta self-assessment
of his performance in 2018.

The Company has prepared a Self -
Assessment Form for individual directors.

The Company endeavors to  request
each Director to conduct a self-

assessment of their performance  in 2018.

The Company has prepared a Self -
Assessment Form for each committee.

The Company endeavorsto  request
each ¢ ommittee to conduct a self-
assessment of its performance in 2018.
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5. Every three years, the Non - The Company plansto appoint SGV as
assessments are supported by an Compliant the external facilitator of the Company
external facilitator. for the assessment/evaluation of each

performance .

1. Board has in place a system that Non - The Company hasinplace the Co mp any 6 s| The Company endeavorsto  implement
provides, at the minimum, criteria Compliant Performance Evaluation Procedure for the its Performance Evaluation Procedure for
and process to determine the Board, Board Committees, Individ  ual Directors the Board, Board Committees, Individual
performance of the Board, and Chief Executive Off i (DirectorsandChief Exec utive Officer
individual directors and (OCEOG6)/ President .
committees.

2. The system allows for a feedback Compliant i i
mechanism from the The Company has a repository email address
shareholders. (info@stiholdings.com.ph ) wherein our

shareholders can use as their feedback
mechanism.

Principle 7: Members of the Board are dut -bound to apply high ethical standards, taking into account the interests of all stakeholders.

Recommendation 7.1

1. Board adopts a Code of Business | Compliant For the Companyds Code o
Co nduct and Ethics, which and Ethics, please refer to th e link below:
provide standards for
professional and ethical
behavior, as well as articulate http://stiholdings.com/pdf/STI _ -Holdings -Code -of -

acceptable and unacceptable BusinessConduct -and -Ethics.pdf
conduct and practices in internal
and external dealings of the

company.

2. The Code is properly Compliant This Code is provided to al
disseminated to the Board, senior directors, officers and employees. Officers are
management and employees. encouraged to explain and discuss this Code with

employees to ensure they recogniz e the existence
and understand the applicability of this Code.
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3. The Code is disclosed and made Compliant This Code is disclosed and made available to the

available to the public through public through the Company's website.
the company website.

1. Company has clear and stringent Compliant Forthei nf or mati on on the comp
policies and procedures on procedure on curbing and penalizing bribery , please
curbing and penalizing company refer to page 4, 4 A -C of the Code of Business
involvement in offering, paying Conduct and Ethics

and receiving bribes. http://stiholdings.com/pdf/STI _ -Holdings -Code -of-
BusinessConduct -and -Ethics.pdf

Recommendation 7.2 |

1. Board ensures the proper and Compliant For the implementation and monitoring of
efficient implementation and compliance with the Code of Business Conduct and
monitoring of compliance with Ethics and internal policies, t he President/CEO

regularly reports to the Audit Committee all matters or
issues arising under this Code (including resolution of
such m atters or issues) that are brought to his or her
attention. The Chairman of the Audit Committee will
submit a report to the Board of Directors, at least

once per year, or more often if the circumstances
dictate, that summarizes any matters arising under

the Code (page 6, Number 6, 6.1, A 0 F of the Code
of Business Conduct and Ethics)

the Code of Business Conduct
and Ethics.

http://stiholdings.com/pdf/STI _ -Holdings -Code -of -
BusinessConduct -and -Ethics.pdf

This Code of Business Conduct and Ethics was
developed by STI Education System Holdings Inc. in
order to promote rational, honest and ethical
business conduct among its direct  ors, officers,
employees and all stakeholders.

The Board ensures that internal controls are in place

2. Board ensures the proper and Compliant for the proper implementation and monitoring of
efficient implementation and compliance with the Code of Business Conduct and

monitoring of compliance with Ethics and company internal policies.
company internal policies.
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Disclosure and Transparency

Principle 8: The company should establish corporate disclosure policies and procedures that are practical and in
and regulatory expectations.

Recommendation 8.1
1.

Board establishes corporate
disclosure policies and

procedures to ensure a
comprehensive, accurate,

reliable and timely report to
shareholders and other
stakeholders that gives a fair and
complete picture of a
companyds financi
results and business operations.

Company distributes or makes
available annual and quarterly
consolidated reports, cash flow
statements, and special audit
revisions. Consolidat ed financial
statements are published within
ninety (90) days from the end of
the fiscal y ear, while interim
reports are published within forty -
five (4 5) days from the end of the
reporting period.

Compliant

Non -
Compliant for
the
Consolidated
Financial
Statements;

Compliant for
the interim
reports

The Board shall stablish corporate disclosure
policies and procedures in accordance with the
best practices and regulatory expectations to
ensure a comprehensive, accurate, reliable and
timely report to Stockholders and other
Stakeholders that g ives a fair and complete
picture of a Corporationosg
results and business operations.

Forthecompanyds disclosure p
procedures including reports distributed/made

available to shareholders and other stockholders ,
please refer to pages 50 -51, XIIl, 13.16 13.5 of the
Companyds 2017 Manual on (
Governance.

http://stiholdings.com/pd __ f/manual -corporate -
governance/STI1%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf

The Company observe SEC - SRC Rule 17,
17.1.1.1.2 for the submission of the SEC Form 17-Q
(Quarterly Report) 0 within 45 calendar days after
the end of the quarter

The Quarterly Report is also posted in the
company0s (wevstholdings.com ) after
filing with the Securities and Exchange
Commission and obtaining the approval
Philippines Stock Exchange

of the

accordance with best practices

The Company observe sSEC- SRC Rule
17,17.1.1.1.1 for the submission of the
SEC Form 17-A (Annual Report) 0 within
105 calendar days from the end of the
fiscal year

The Consolidated Financial Reports are
alsopostedinth e companyds
(www.stiholdings.com ) after filing with
the Securities and Exchange Commission
and obtaining the approval of the
Philippines Stock Exchange

Supplement to Recommendations 8.1

1.

W
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2. Company discloses in its annual Compliant Please refer to following links opposite each items

report the principal risks where they are disclosed:

associated with the identity of

the companyds con 1. principal risks to minority shareholders
shareholders; the degree of associated with the identity of the

ownership concentration; cross - company®ds controlld ng

pages 38 -40, Note 17 of the Notes to Parent
Company Financial Statements for the
Fiscal Year Ended 31 March 2017 ;
2. cross-holdings among company affiliates o}
page 69 of the SEC Form 17 -A for the Fiscal
Year Ended 31 March 2017 ; and
there is no reportable imbalances between
the controlling shareh
and overall equity position in the company.

holdings among company

affiliates; and any imbalances
between the controlling

shar ehol degpowdrand ot
overall equity position in the
company. 3

http://stiholdings.com/administration/uploads/pdf/
STI1%20H0ldings%20SEC%20Form®§17-
A%20F0r%20the%20Year%20Ended%2031%20March
9%202017 with%20SEC%20stamp RECEIVED.pdf

Recommendation 8.2

1. Company has a policy requiring Compliant For the companyds policy r
all directors to disclose/report to of ficers to disclose their
the company any dealings in the share, please refer to page 51, Xlll, 132 8 13.3a of
companyds shares the Companyds 2017 Manual
business days. Governance.

http://stiholdings.com/pdf/manual -corporate -

governance/STI1%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf
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Company has a policy requiring

all officers to disclose/report to

the company any dealings in the
company®ds shares
business days.

Compliant

Links of actual dealings of STI Holdings directors
i nvolving the corporati of
company06s website u#der

http://stiholdings.com/administration/uploads/p
df/20171208 STI%20Holdings%20SEC%20Form%20
23-B_EH Tanco 06%20Dec%202017.pdf

http://stiholdings.com/administration/uploads/p
df/20171116 _STI%20Holdings%20SEC%20Form%20
23-B. MVRL%20Tanco 08%20Nov%202017.pdf

http://stiholdings.com/administration/uploads/p
df/STI%20Holdings%20SEC%20Form%2023
B _MVR%20L.%20Tanco 06%20Sep%202017.pdf

http://stiholdings.com/administration/uploads/p
df/ST1%20H0ldings%20SEC%20Form%2023
A RG%20Vergara%2028%20July%202017.pdf

http://stiholdings.com/administration/uploads/p
df/STI%20Holdings%20SEC%20Form%2023
B _EL%20Cu_18%20April%202017.pdf

http://stiholdings.com/administration/uploads/p
df/ST1%20Holdings%20SEC%20Form%2023
B%20ST1%20ESG%204%20Jan%202017.pdf

http://stiholdings.com/administration/uploads/p
df/STI Holdings SEC Form_ 23
B STl ESG 5 Jan 2017.pdf
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Supplement to Recommendation 8.2 \

1.

Company discloses the trading of
the corporationos
directors, officers (or persons
performing similar functions) and
control ling shareholders. This
includes the disclosure of the
company's purchase of its shares
from the market (e.g. share buy -
back progr am).

Board fully discloses all relevant
and material information on
individual board members to
evaluate their experience and
gualifications, and assess any
potential conflicts of interest that
might affect their judgment.

Compliant

Compliant

Please refer to the link below for the  shareholdings of
directors, management

http://stiholdings.com/administration/uploads/pdf/20
180115 _STI%20Holdings%20Computation%200f%20Publ
ic%200wnership%20as%200f%2031%20December%202
017 PSE%20CR006562018.pdf

Please refer to the link below for top 100 shareholders:

http://stiholdings.com/administration/uploads/pdf/20

180109 STI%20Holdings%20List%200f%20T0op%20100%20
Stockholders%20as%200f%2031%20December%202017
PSE%20CR00208018.pdf

Please refer to the link belowforthe company&s
Conglomerate Map.

http ://stiholdings.com/Conglomerate -Map -Group -

Please refer to the link belowfor t he directo
academic qualifications, membership in other boards,

other executive positions, professional experiences,
expertise and relevant trainings attended (pages 10 -
15 of the 2017 Definitive Information Statement):

http://stiholdings.com/administration/uploads/pdf/STI
%20H01dings%202017%20Definitive%20Information%20S

tatement.pdf

Pl ease refer to the I ink be
ownership in the company (page 7, No. 4(b) of the
2017 Definitive Information Statement):

http://stiholdings.com/administration/uploads/pdf/STI
%20H0ldings%202017%20Definitive%20Information%20S

tatement.pdf

Coriorate -Structure.ii

Recommendation 8.3
1.
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Board fully disclose sall relevant
and material information on key
executives to evaluate their
experience and qualifications,
and assess any potential conflicts
of interest that might affect their
judgment.

Compliant

Please referto the link belowforth e key of f i ¢
acade mic qualifications, membership in other boards,
other executive positions, professional experiences,

expertise and relevant trainings attended (please
refer to pages 10 -16 of the 2017 Definitive Information
Statement)

http://stiholdings.com/administration/uploads/pdf/STI
%20H0ldings%202017%20Definitive%20Information%20S

tatement.pdf

Please refer to the link below for the key offi cer s &
ownership in the company
http://stiholdings.com/administra tion/uploads/pdf/20
180115 _STI%20Holdings%20Computation%200f%20Publ
ic%200wnership%20as%200f%2031%20December%202

017 PSE%20CR006562018.pdf

Recommendation 8.4

disclosure of its policies and
procedure for setting executive
remuneration, including the level
and mix of the same.

1. Company provide saclear Compliant Please refer to the link below for the company policy
disclosure of its policies and and practice for setting board remuneration (page
procedure for setting Board 15, letter g, of the 2017 Manual on Corporate
remuneration, including the level Governance):
and mix of the same. http://stiholdings.com/pdf/manual -corporate -

governance/STI1%20Holdings%202017% 20Manual%200
n%20Corporate%20Governance.pdf

2. Company provides aclear Compliant Please refer to the link below for the company policy

and practice for setting executive remuneration
(page 15, letter g, of the 2017 Manual on Corporate
Governance):

http:/ /stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual%200
n%20Corporate%20Governance.pdf
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http://stiholdings.com/administration/uploads/pdf/20180115_STI%20Holdings%20Computation%20of%20Public%20Ownership%20as%20of%2031%20December%202017_PSE%20CR00656-2018.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
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http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf

Company discloses the
remuneration on an individual
basis, including termination and
retirement provisions.

Compliant

Please refer to the | ink below for the breakdown of
director 6 semuneration and executive
compensation, particularly the remuneration of the
CEO (pages 19 -20, Item 6 of the 2017 Definitive
Information Statement):

http://stiholdings.com/administration/uploads/pdf/
STI1%20H0ldings%202017%20Definitive%20Information

%20Statement.pdf

Recommendation 8.5

significant RPTs reviewed a nd
approved during the year

1. Company disclos es its policies Compliant Please refer to the link below forthe company 6
governing Related Party Related Party Transactions policies (page 40, VII,
Transactions (RPTs) and other 7.1, a-c, of the 2017 Manual on Corporate
unusual or infrequently occurring Governance):
g?)?ssf;[[znéécé?ﬁg nl::/I:nual on http://stiholdings.com/administration/uploads/pdf/

STI%20H0ldings%202017%20Definitive%20Information
%20Statement.pdf
There is no director who abstained from the board
discussion on any particular transaction of the
Compa ny due to conflict of interest.

2. Com pany discloses m aterial or Compliant Please refer to the link below for the  information on

all RPTs for the previous year (pages 25 -26, Note 12
of the Notes to Parent Co. Financial Statements;

and pages 77-79, Note 29 of the Notes to Audited
Consolidated Financial Statements  attached to the
SEC Form 17-A for the Fiscal Year ended 31 March
2017)

http://stiholdings.com/administration/uploads/pdf/
STI1%20H0ldings%20SEC%20Form®§17-
A%20F0r%20the%20Year%20Ended%2031%20March
9%202017 with%20SEC%20stamp RECEIVED.pdf
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http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%202017%20Definitive%20Information%20Statement.pdf
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http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%20SEC%20Form%2017-A%20For%20the%20Year%20Ended%2031%20March%202017_with%20SEC%20stamp_RECEIVED.pdf

Supplement to Recommendation 8.5

1. Company requires directors to Compliant The 2017 Manual on Corporate Governance
disclose their interests in provides under page 8, letterc,i  div, provides
transactions or any other conflict that:
of interests. i. Conduct fair business transactions with the

Corporation and ensure that personal
interest does not bias Board decisions nor
conflict with the interests of the Corporation;

ii. Notify the Board before accepting
Directorship in another Corporation;

iii. Abstain fro m participating in deliberations of
any transaction affecting the Corporation in
which he/she has a material interest;

iv. Disclose to the Corporation any dealings with
the Corporationds share
business days;

For where and when the directors should
disclose their interests in transactions or any other
conflict of interests , please refer to pages 50 - 51,
XIll, 131 to 13.5 of the attached link - 2017
Manual on Corporate Governance below.

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual
%200n%20Corporate%20Governance.pdf
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Optional : Recommendation 8.5

1. Company discloses that RPTs are | Compliant Please refer to the link below  for the procedure
conducted in such a way to conducted by the Company to ensure that the terms

ensure that they are fair and at of the RPTs are on arms -length basis (pages 41-42, 7.4,
armsd length. a and b of the 2017 Manual on Corporate
Governance)
a. Every probable Related -Party Transaction should
be reported for evaluation to the Board of
Directors in consultation with Management and
with external advisor, as appropriate, to determine
whether the transaction or relationship does, in
fact, constitut e a Related Party Transaction
requiring compliance with this policy.
b. The Audit Committee shall be provided with the
material facts of all new, existing, or proposed
Related Party Transactions including the terms of
the transaction, whether those terms are on arms -
length basis or such transaction shall be deemed
precapproved as descri bed be
Approved Transactions. o6 |t
whether to refer the Related Party Transaction to
the Board of Directors for consideration. c. In
assessing a Related Party
http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual%200
n%20Corporate% 20Governance.pdf

RPTs are disclosed in the link below : (pages 97 -98 SEC
Form 17-A for the FY ended 31 March 2017; pages 25 -
26, Note 12 of the Notes to Parent Company Fnancial
Satements as of 31 March 2017; and pages 77 -78,
Note 29 of the Consolidated Audited FS as of 31

March 2017)

http://stiholdings.com/administration/uploads/pdf/STI
%20H0ldings%20SEC%20Form%2017
A%20For%20the%20Year%20Ended%2031%20March%?2
02017 _with%20SEC%20stamp_RECEIVED.pdf
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http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%20SEC%20Form%2017-A%20For%20the%20Year%20Ended%2031%20March%202017_with%20SEC%20stamp_RECEIVED.pdf
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Recommendation 8.6

1.

Company mak esa full, fair,
accurate and timely disclosure to
the public of every mate rial fact
or event that occur , particularly
on the acquisition or disposal of
significant assets, which could
adversely affect the viability or

the interest of its shareholders
and ot her stakeholders.

Compliant

The essence of corporate governance is
transparency. The more transparent the internal
workings of the Corporation are, the more difficult it
will be for Management and dominant stockholders

to mismanage the Corporation or misappropriate its
assets. It istherefore essential that all material
information about the Corporation which could
adversely affect its viability or the interest of its
Stockholders and other Stakeholders should be
publicly and timely disclosed, in accordance with the
Securities and Reg ulations Code and its implementing
rules and regulations. Such information shall include
earnings results, acquisition or disposal of assets,
board changes, related party transactions,
shareholdings of Directors and changes to ownership.

The Board shall therefore commit at all times to full
disclosure of material information dealings. It shall
cause the filing of all required information through the
appropriate Exchange mechanisms for listed
companies and submissions to the Commission for the
interest of its stockholders and other Stakeholders.

(page 50, XIII, 13.2 of the 2017 Manual on Corporate
Governance)

http://stiho _Idings.com/pdf/manual  -corporate -
governance/STI%20Holdings%202017%20Manual%200

n%20Corporate%20Governance.pdf

These transactions shall be disclosed , promptly to the
public through the news media 1). if the issuer is listed
on an Exchange, to that Exchange within ten (10)
minutes after occurrence of the event and prior to its
release to the public through the news media, copy
furnished the Commission; and 2). to the Commission
on SEC Form 17-C within f ive (5) days after

occurrence of the event being reported.
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2. Board appoints an independent
party to evaluate the fairness of
the transaction price on the
acquisition or disposal of assets.

1. Company discloses the existence,
justification and details on
shareholder agreements, voting trust
agreements, confidentiality
agreements, and such other
agreements that may impact on the
control, ownership, and strategic

Compliant

Complia nt

company website.

lCompanyds corpor at e | Compliant
policies, programs and procedures
are contained in its Manual on
Corporate Governance (MCG).
2.Companyds MCG i s s u| Compliant
SEC and PSE.
3.Companyds MCG i s po| Compliant

Please refer to the link below for the  Identif ication of
the independent party appointed to evaluate the

fairness of the transaction price  (page 22 -23, Note 8
of the Notes to Parent Company FS; and pages 49 -50,
Note 11 of the Notes to Consolidated FS.

Please refer to the link below for the rules and
procedures on evaluating the fairness of the
transaction price (page 11, Investment Properties of
the Notes to Parent Company FS; and page 22,
Investment Properties, of the Notes to Consolidated
FS.

http://stiholdings.com/administration/uploads/pdf/STI
%20H0ldings%20SEC%20Form%2017-
A%20F0r%20the%20Year%20Ended%2031%20March%?2

Please refer to the link below on where the voting
trust agreements are disclosed (page 8, No. 4,
letter ¢ of the 2017 Definitive Information

Statement .

http://stiholdings.com/administration/uploads/pdf/
STI1%20H0ldings%202017%20Definitive%20Information

Please refer to the link below for where the Manual
on Corporate Governance of the Company is
posted.

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual%200
n%20Corporate%20Governance.pdf

Date of Submission to the SEC and PSE & 31 May 2017

http://stiholdings.com

02017 with%20SEC%?20stamp RECEIVED.pdf
Supplement to Recommendation 8.6

direction of the company. %20Statement.pdf
Recommenda tion 8.7
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http://stiholdings.com/

Supplement to Recommendation 8.7 \

1. Company submits to the SEC and Compliant The Company submitted to the SEC and PSE on 31
PSE an updated MCG to disclose May 2017, an updated Manual on Corporate
any changes in its corporate Governance incorporating all the changes in its
governance practices. corporate governance practices.

For SEChttp://stiholdings.com/pdf/manual -
corporategovernance/STI1%20Holdings%202017%20Ma
nual%200n%20Corporate%20Governance.pdf

For
PSEhttp://stiholdings.com/administration/uploads/pd
f/ST1%20H0ldings%202017%20Manual%200n%20Corpor

ate%20Governance PSE%20CR04064 -2017.pdf
1. Does the company8s | Compliant The Company aims to achieve an optimal capital

disclose the following information: structure in pursuit of its business objectives which
include maintaining healthy capital ratios and
strong credit ratings, and maximizing shareholder
value.

Please refer to the link below containing the
following information:

a. Corporate Objectives Compliant
a. Corporate Objectives 0 page 40, Note 14 Capital
Risk Management of the Notes to Parent Company
Financial Statements; page 103, Note 33  Capital
Risk Management of the Notes to Consolidated
b. Financial Performance Indicators Compliant Audited Financial ~ Statements

b. Financial Performance Indicators  dpages 79 -81 of
the SEC Form 17-A for the Fiscal Year Ended 31
March 2017

http://stiholdings.com/administration/uploads/pdf/
STI1%20H0ldings%20SEC%20Form%20%7
A%20For%20the%20Year%20Ended%2031%20March
%202017_with%20SEC%20stamp_RECEIVED.pdf
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c. Non-financial performance
indicators

Compliant

c. Non-Financial performance indicators d pages 15
0 41 of the SEC Form 17 -A for the Fiscal Year
ended 31 March 2017.

http://stiholdings.com/administration/uploads/pdf/STI

%20H0ldings%20SEC%20Form%2017-
A%20F0r%20the%20Year%20Ended%2031%20March%?2

02017 with%20SEC%20stamp RECEIVED.pdf

d. Dividend Policy

Compliant

The Company has adopted a Dividend Policy last
September, 2017.

Please refer to link below:

http://stiholdings.com/administration/uploads/pdf/

20180227 _ST1%20H0oldings%20SEC%Fbrm%2017-
C%20Amended%20Policy%200n%20Declaration%?2
00f%20Cash%20Dividends.pdf

The Company will incorporate the dividend policy
in the future annual reports i.e. For the Fiscal Year
ended 31 March 2018

e. Biographical details (at least
age, academic  qualifications,
date of first appointment,
relevant experience, and other
directorships in listed
companies) of all directors

Compliant

e. Biographical details of all directors & pages 86 -
90 of the SEC Form 17-A for the Fiscal Year

http://stiholdings.com/administration/uploads/pdf/

STI1%20H0ldings%20SEC%20Form%20%7
A%20F0r%20the%20Y ear%20Ended%2031%20March

%202017_with%20SEC%20stamp_RECEIVED.pdf

f. Attendance details of each
director in all directors
meetings held during the year

Non -Compliant

f. The attendance details of each director
in all board meetings held during the year
isnot incorporated in the annual report
due to SEC Memorandum Circular No. 5,
Series of 2013, Item IV, No. 1, on the
discontinuance of the submission of the
Certification of Attendance of Directors in
Board meetings;
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g. Total remuneration of each
member of the board of directors

Compliant

g. Total remuneration of each member of the board

of directors (page 93 of the SEC Form 17 -A for the FY
ended 31 March 2017):

The Company has no arrangement for compensation

of directors. The compensation for board member S
comprises per diems only.

For 2016-2017, the CEO and top four (4) executive
officers as a group, did not receive compensation
from the Company. There is no employment contract
between the Company and any of its executive
officers.

http://stiholdings.com/administration/uploads/pdf/STI
%20Holdings%20SEC%20Form%2017-
A%20For%20the%20Year%20Ended%2031%20March%?2
02017 with%20SEC%20stamp RECEIVED.pdf

The Annual Report contains a
statement confir mi
full compliance with the Code of
Corporate Governance and where
there is non -compliance, identifies
and explains reason for each such
issue.

n

Compliant

Please refer to link below for the  statement confirming
the companyds full compl i an
Corporate Governance and where there is non -
compliance, identifies and explains reason for each

such issue (pages 98 -99 of the SEC Form 17-A for the

FY ended 31 March 2017).

http:/ /stiholdings.com/administration/uploads/pdf/STI
%20H0ldings%20SEC%20Form%2017
A%20F0or%20the%20Year%20Ended%2031%20March%2
02017 _with%20SEC%20stamp_RECEIVED.pdf

The Annual R eport/Annual CG
Report discloses that the board of
directors conduct ed a review of
the company's material controls
(including operational, financial

and compliance controls) and

risk management systems.

Compliant

Please refer to pages 98 -99 of the SEC Form 17 -A
for the FY ended 31 March 2017.

http://stiholdings.com/administration/uploads/p
df/STI1%20H0ldings%20SEC%20Form%2017
A%20F0or%20the%20Year%20Ehded%2031%20Mar
ch%202017 with%20SEC%?20stamp RECEIVED.pdf
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http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%20SEC%20Form%2017-A%20For%20the%20Year%20Ended%2031%20March%202017_with%20SEC%20stamp_RECEIVED.pdf
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4. The Annual Report/Annual CG Compliant Please refer to pages 98 -99 of the SEC Form 17 -A for

Report contains a statement from the FY ended 31 March 2017.

the board of directors or Audit

Committee commenting on the http://stiholdings.com/administration/uploads/pdf/STI
adequacy of the company's internal %20H0ldings%20SEC%20Form9%2017-

controls/risk management systems. A%20F0r%20the%20Year%20Ended%2031%20March%2

02017 with%20SEC%20stamp RECEIVED.pdf

5. The company discloses in the Annual Compliant Please refer to pages 38 -40 of the SEC Form 17 -A for
Report the key risks to which the the FY ended 31 March 2017.
company is materially exposed to
(i.e. financial, operational including http://stiholdings.com/administration/uploads/pdf/STI
IT, environmental, social , economic). %20H0ldings%20SEC%20Form%2017-

A%20For%20the%20Year%20Ended%2031%20March%?2
02017 with%20SEC%20stamp RECEIVED.pdf

Principle 9: The company should establish standards for the appropriate selection of an external auditor, and exercise effective oversight of the same
tostrengthen t he external audi tords independence and enhance audit quality.
1. Audit Committee has a robust Compliant Pages 19 0 20 of the 2017 Manual on Corporate

process for approving and Governance provides that:

recommending the appointment,

reappointment, removal, and fees of It is the duty of the Audit Committee to recommend

the external auditors. to the Board the appointment, reappointment,

removal and fees of the External Auditor, duly
accredited by the Commission, who undertakes an
independent audit of the Corporation, and provide
an objective assurance on the manner by which the
financial statements should be prepared and
presented to the Stockholders; and Assess the
integrity and independence of external auditors.

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual%200
n%20Corporate%20Governance.pdf
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2. The appointme nt, Compliant The percentage of shareholders that ratified the
reappointment, removal, and appointment, reappointment, removal and f ees of the
fees of the external auditor is external auditor is 749%.

recommended by the Audit http://stiholdings.com/administration/uploads/pdf/2017

Committee, approved by the %20Minutes%200f%20Annual%20Stockhol ders%20Meetin
Board and ratified by the 0%200ct.pdf
shareholders.

3. For removal of the external Compliant For 2017, the company did not change its external
auditor, the r easons for removal auditors. Hence, there was no disclosure made by the
or change are disclosed to the Company on such matter.
regulators and the public through Page 36, 3.2.5, letter c, of the 2017 Manual on Corporate
the company website and Governance provides that:

The reason for the resignation, dismissal, or cessation
from service and the date  thereof of an external auditor
shall be reported in the Cor |
current reports. Said report shall include a discussion of
any disagreement with said former external auditor on
any matter of accounting principles or practices,

financial st atement disclosure or auditing scope or
procedure which the former auditor and the

Corporation failed to resolve satisfactorily. A preliminary
copy of the said report shall be given by the Corporation
to the external auditor before its submission.

required disclosures .

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual%200n%

20Corporate%20Governance.pdf

Supplement to Recommendation 9.1

1. Company has a policy of rotating Compliant Page 37, 3.2.5, letter e, of the 2017 Manual on Corporate
the lead audit partner every five Governance provides that:
years. The Corporationd6s exter nadrtha {
handling partner shall be changed every five (5) years or
earlier.
http://stiholdings.com/pdf/manual -corporate -

governance/STI%20Holdings%202017%20Manual%200n%
20Corporate%20Governance.pdf

The Corporation also discloses the lead audit partner in
its Annual Definitive Information Statements.
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http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf

Recommendation 9.2

the Committeeds res
reviewing and monitoring the
external audi tor ds
effectiveness on an annual basis.

1. Audit Committee Charter includes Compliant Please refer to the attached Audit Committee Charter
the Audit Committee that provid es the following:
on: Assess the integrity and independence of external
. . ) . auditors (page 20 of the 2017 Manual on Corporate
. assessing the integrity and Governance 8 one the responsibilities of the Audit
independence of external Committee);
auditors; ] ) )
i. exercising effective oversight  to Perform over3|ght functions over the corporation's
review and monitor the external exte_rnal aud_ltors. It should ensure that_ the e)_<ternal
. ~ . auditors act independently, and that said auditors are
audi tords indepen ) ) .
S given unrestricted access to all records, properties and
objectivity; and ) .
i xercising effective oversiaht t personnel to enable them to perform th eir audit
- Exercising efiective oversight to functions (page 4, 4.5, 4.5.1 of the Audit Committee
review and monitor  the Charter):
effectiveness of the audit ’
process, taking into Assist the Board in the performance of its oversight
consideration relevant Philippine .responsibility for thg financial reporting process, system of
professional and regulatory mterngl contrql, audit pr.ocess, and monitoring of.
requirements. compliance with appllcable.laws, ru!es and regulations
(page 3, 4.1, 4.1.1 of the Audit Committee charter;
http://stiholdings.com/pdf/board -committee -
charter/STI -Holdings -Audit -Committee -Charter.pdf
2. Audit Committee Charter contains Compliant For the performance evaluation of the external

auditors, please refer to pages 5 -6, Section 6, 6.1 -6.6
of the attached Companyds
Charter

http://stiholdings.com/pdf/board -committee -
charter/STI -Holdings -Audit -Committee -Charter.pdf

A
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Supplement to Recommendations 9.2

1. Audit Committee ensures that the Compliant Page 19, 2 dparagraph of the 2017 Manual on
external auditor is credible, Corporate Governance provides that it is the duty of
competentand  has the ability to the Audit Committee to discuss with the External

Auditor, prior to the commencement of the audit, the

. . nature, scope and expenses of the audit, and ensure

party transactions, its be and exp e
¢ i d valuati f the proper coordination of mo  re than one audit firm is

counterpa |e§, and vajuations o involved in the activity to secure proper coverage

such transactions. and minimize duplication of efforts.

understand complex related

Page 19, 2 " to the last paragraph of the 2017 Manual
on Corporate Governance provides that the Audit
Committee should coordinate, monitor and facilitate
compliance with laws, rules and regulations.

Pages 19, last paragraph and page 20, first and
second paragraphs o f the 2017 Manual on Corporate
Governance providest hat t he Audit Committee
should recommend to the Board the appointment, of
the External Auditor, duly accredited by the
Commission, who undertakes an independent audit

of the Corporation, and provide an ob jective
assurance on the manner by which the financial
statements should be prepared and presented to the
Stockholders.

Assess the integrity and independence of external
auditors.

Page 21, 2 " to the last paragraph of the 2017 Manual
on Corporate Govern ance provides thatt he Audit
Committee should evaluates on an ongoing basis
existing relations between and among businesses and
counterparties to ensure that all related parties are
continuously identified, RPTs are monitored, and
subsequent changes in rel ationships with
counterparties (from non -related to related and vice
versa) are captured. Related parties, RPTs and
changes in relationships should be reflected in the
relevant reports to the Board and
regulators/supervisors.
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2. Audit Committee ensures that  the Compliant Pages 19, 31 to the last paragraph of the 2017
external auditor has adequate Manual on Corporate Governance provides
guality control procedures. that the Audit Committee p  erform s oversight
functions over the Corpo
External Auditors. It should ensure the
independence of Internal and External Auditors,
and that both auditors are given unrestricted
access to all records, properties and personnel
to enable them to  perform th eir respective audit
functions.

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017 %20Manual
9%200n%20Corporate%20Governance.pdf

Recommendation 9.3

1. Company discloses the nature of Compliant Non-auditservices per f or med by th
non -audit services performed by external auditors r epresents pro fessional fees
its external auditor in the Annual paid for the Corporate Governance Seminar
Report to deal with the potential attended by all the members of the Board and
conflict of interest. officers of STI Holdings and i ts group and for

general tax adv isory fee (page 85, last three [3 ]
paragraphs of Item 8 of the SEC Form 17 -A for
the Fiscal Year ended 31 March 2017)

http://stiholdings.com/administration/uploads/p
df/ST1%20H0ldings%20SEC%20Form%2017
A%20F0r%20the%20Year%20Ended%2031%20Mar
ch%202017 with%20SEC%20stamp RECEIVED.pdf
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2. Audit Committee stays alert for Compliant The Audit Committee should e  valuate and

any potential conflict of interest determine the non -au dit work, if any, of the
situations, given the guidelines or External Auditor, and periodically review the

policies on non -audit services, non -audit fees paid to the External Auditor in

which could be viewed as relation to the total fees paid to him and to the

i mpairing the ext Corporationds overall <co
objectivity. Audit Committee should disallow any non -audit

work that will conflict with his duties as an
External Auditor or may pose a threat to his
independence (As defined by the Code of

Ethics for Professional Accountants). The non -
audit work, if allowed, should be disclosed in the
Corpor at i on @&portadAnouall R
Corporate Governance Report (page 19,3
paragraph of the 2017 Manual on Corporate
Governance)

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual

%200n%20Corporate%20Governance.pdf
Supplement to Recommendation 9.3

1. Fees paid for non -audit Compliant Non-audit services perform
servicesdo not outweigh the fees external auditors represents professional fees
paid for audit services. paid for the Corporate Governance Seminar

attended by all the members of the Board and
officers of STI Holdings and its group and for
general tax advisory fee (pag e 85, last two [2]
paragraphs of Item 8 of the SEC Form 17 -A for
the Fiscal Year ended 31 March 2017).

http://stiholdings.com/administration/uploads/p
df/STI1%20H0ldings%20SEC%20Form%2017
A%20F0or%20the%20Year%20Ended%2031%20Mar
ch%202017_with%20SEC%20stamp_RECEIVED.pdf
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Additional Recommendation to Principle 9

1. Company®ds externa Compliant Page 5 of the Consolidated Audited Financial
duly accredited by the SEC Statement attached to the SEC Form 17  -A for
under Group A category. the Fiscal Year ended 31 March 2017 provides
below informationonthe companyds ex
auditor:

1. Name of the audit engagement partner
Benjamin N. Villacorte
2. Accreditation number:
1539-A (Group A)
3. Date Accredited:
3 March 201 6
4. Expiry date of accreditation:
3 March 20 19; and
5. Name, address, ¢ ontact number of the
audit firm:
SGV & Co.
6760 Ayala Avenue, Makati City 1226
(632) 891-0307

2. Companyds exter na| Compliant Provide information on the following:
agreed to be subjected to the 1. Date it was subje cted to SOAR
SEC Oversight Assurance Review inspection, if subjected; The SEC has not
(SOAR) Inspection Program yet begun their inspection or informed
conducted by the SGVY and Co., STI Hol d

the General Accountant (OGA). Auditors, that it has been selected for the
inspection program.

2. We will be advised by them as soon as
they will receive a SOAR Notice from the
SEC.

3. Name of the Audit firm; N/A and

4. Members of the engagement team
inspected by the SEC. 90 N/A
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Principle 10: The company should ensure that the material and reportable non -financial and sustainability issues are disclosed.

Recommendation 10.1

1. Board has a clear and focused Compliant Page 7, letter b, xxix of the 2017 Manual on
policy on the disclosure of non - Corporate Governance provides that it is the
financial information, with duty of the Board to e stablish corporate
emphasis on the management of disclosure policies and procedures on non -
economic, environmental, social financial information, including but not limited to
and governance (EESG) issues of management of economic, environmental,
its business, which underpin social and governance issues which underpin
sustainability. sustainability.

http://stiholdings.com/pdf/manual -corporate -

governance/STI%20Hold ings%202017%20Manual
%200n%20Corporate%20Governance.pdf

For the management of Economic issues, please
refer to pages 47 -51, Item 2 & Properties of STI
Holdings and its subsidiaries;

For the management of Environmental and
Social Issues, please referto pages 39 -41,
Community Extension and Outreach Program of
STI Holdings and its subsidiaries;

For the management of Governance issues,
please refer to pages 98 -99, Part IV & Corporate
Governance;

of the SEC Form 17 -A for the Fiscal Year ended
31 March 2017 .

http://stiholdings.com/administration/uploads/p
df/STI%20H0ldings%20SEC%26:0rm%2017-
A%20F0or%20the%20Year%20Ended%2031%20Mar
ch%202017_with%20SEC%20stamp_RECEIVED.pdf
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2. Company adopts a globally Non - The Company is in the process of

recognized standard/framework Compliant adopting a globally recognized
in reporting sustainability and standard/framework in reporting
non -financial issues. sustainability and non -financial issues.

Principle 11: The company should maintain a comprehensive and cost -efficient communication channel for disseminating relevant information. This
channel is crucial for informed decision  -making by investors, stakeholders and other interested users.

Recommendation 11.1

1. Company has media and Compliant Company Website:  www.stiholdings.com
anal ystsd briefin
communication to ensure the Analysts, Investors and Media Briefing:
timely and accurate http://stiholdings.com/administration/uploads/p
dissemination of public, material df/Notice_of Investors_Briefing_Augqust2017.pdf
and relevant information to its
shareholders and other investors. http://www.stiholdings.com/presentations -

reports.php

Annual, Quarterly and Current  Reporting:
http://www.stiholdings.com/disclosures.php

Supplemental to Principle 11

1. Company has a website Compliant Company Website:  www.stiholdings.com
disclosing up -to-date information
on the following:

a. Financial statements/reports Compliant Quarterly Report s
(latest quarterly) http://www.stiholdings.com/disclosures.php
b. Materials provided in briefings Compliant Analysts, Investo rs and Media Briefing:
to analysts and media http://stiholdings.com/administration/uploads/p

df/Notice of Investors Briefing August2017.pdf
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c. Downloadable annual report Compliant Annual, Quarterly and Current Reporting:
http://www.stiholdings.com/disclosures.php

d. Notice of ASM and/or SS M Compliant http://stiholdi _ngs.com/administration/uploads/pdf/
STI%20H0ldings%202017%20Notice%200f%20Annual
%20Stockholders%20Meeting.pdf

e. Minutes of ASM and/or SV Compliant http://stiholdin _gs.com/administration/uploads/pdf/
2017%20Minutes%200f%20Annual%20Stockholders%
20Meeting%200ct.pdf

f. Co mp a n priickes of Compliant _ _

Incorporation and By -Laws http://stiholdings.com/our __-company -bylaws.php

Additional Recommendation to Principle 1
1. Company complies with SEC - Compliant http://stiholdings.com

prescribed website template.

Internal Control System and Risk Management Framework

Principle 12: To ensure the integrity, transparency and proper governance in the conduct of its affairs, the company should have a strong a nd
effective internal control system  and enterprise risk management framework.

Recommendation 12.1

1. Company has an adequate and Compliant The quality service programs for the internal
effective internal control system audit functions are provided in page 36, 3.2.14,
in the conduct of its business . letter b, i -v and page 34, letter b, v,a -c of the

2017 Manual on Corporate Governance

The Board shall review the effectiveness of
controls on an annual basis through a process of
Management self -assessment. Consideration
must be given to information and report from

the Audit Committee and External Auditor
(please refer to page 34, letter d of the 2017
Manual on Corporate Governance ).

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual
%200n%20Corporate%20Governance.pdf
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http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%202017%20Notice%20of%20Annual%20Stockholders%20Meeting.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%202017%20Notice%20of%20Annual%20Stockholders%20Meeting.pdf
http://stiholdings.com/administration/uploads/pdf/2017%20Minutes%20of%20Annual%20Stockholders%20Meeting%20Oct.pdf
http://stiholdings.com/administration/uploads/pdf/2017%20Minutes%20of%20Annual%20Stockholders%20Meeting%20Oct.pdf
http://stiholdings.com/administration/uploads/pdf/2017%20Minutes%20of%20Annual%20Stockholders%20Meeting%20Oct.pdf
http://stiholdings.com/our-company-bylaws.php
http://stiholdings.com/
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf

Company has an adequate and
effective enterprise risk
management framework in the
conduct of its business

Compliant

The Board has adopted the following risk policies

and procedures (the OEnter
Frameworkod) to bettee manidg
Corporation, with the formation of a control

framework to assist in identifying, assessing,

monitoring and managing risks, so as to safeguard

the assets and interests of the Corporation while
ensuring the integrity of reporting (page 44, VIII, b

of the 2 017 Manual on Corporate Governance)

ForNo.1 -Companyds risk manag
procedures and processes , please refer to page

45, 8.4, a-h of the 2017 Manual on Corporate
Governance;

http://stiholdings.com/pdf/manual -corporate -
governance/ST1%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf

For the following numbers:

2. Key risks the company is currently facing ; and
3. How the company manages the key risks

Please refer to page 38 -40, Item 17 of the Notes to
the Audited Parent Company Financial Statements

http://stiholdings.com/administration/uploads/pdf/
ST1%20H0ldings%20SEC%20Form%2017
A%20F0r%20the%20Year%20Ended%2031%20March
9%202017 with%20SEC%20stamp RECEIVED.pdf

Indicate frequency of review of the enterprise risk
management framework.

The Enterprise Risk Management Framework shall

be reviewed annually and all material changes to

the Corporati on dldenoteds klegse g
refer to pages 46 -47, 8.7, a-d of the 2017 Manual

on Corporate Governance).
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http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%20SEC%20Form%2017-A%20For%20the%20Year%20Ended%2031%20March%202017_with%20SEC%20stamp_RECEIVED.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%20SEC%20Form%2017-A%20For%20the%20Year%20Ended%2031%20March%202017_with%20SEC%20stamp_RECEIVED.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%20SEC%20Form%2017-A%20For%20the%20Year%20Ended%2031%20March%202017_with%20SEC%20stamp_RECEIVED.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%20SEC%20Form%2017-A%20For%20the%20Year%20Ended%2031%20March%202017_with%20SEC%20stamp_RECEIVED.pdf

Supplement to Recommendations 12.1

1. Company has a formal Compliant Fort he company®6s compl i ang
comprehensive enterprise -wide covering compliance w ith laws and relevant
compliance program covering regulations , please refer to page 2-3, lll, 1-4 of
compliance with laws and the Compliance Committee Charter.
relevant regulations that is
annuall y reviewed. The http://stiholdings.com/pdf/board -committee -
program includes appropriate charter/STI -Holdings -Compliance -Committee -
training and awareness Charter.pdf
initiatives to facilitate
understanding, acceptance The Committee shall annually review and
and compliance with the said reassess the adequacy of this charter and
issuances. recommend any proposed changes subject to

the approval of the Board.
1. Company has a governance Compliant The Company has established a governance
process on IT issuedncluding process on IT issues to ensure that key risks are
disruption, cyber security, and identified, managed and reported to the Board.

disaster recovery, to ensure that
all key risks are identified,
managed and reported to the

board .

Recommendation 12.2

1. Company has in place an Compliant Name of Internal Audit Head: Mr. Engracio L.
independent internal audit Sagcal, Jr. (Outsourced)

function that provides an
independentand  objective
assurance, and consulting

services designed to add value
and i mprove the ¢
operations.
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Recommendation 12.3

independent executive or  senior
management personnel is
assigned the responsibility for
managing the fully outsourced

internal audit activity.

However, the 2017 Manual on Corporate
Governance, pages 30 -31, 3.2.8, c(i-xiii, provides
his/her responsibilities.
http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual
9%200n%20Corporate%20Governance.pdf

1. Company has a qualified Chief Non - The Company has not yet appointed the The Company has yet to appoint a Chief
Audit Executive (CAE) appointed Compliant companyds Chief Audi t Ex(AuditExecutive who shall have
by the Board. However , the 2017 Manual on Corporate responsibility over the management of
Governance, pages 30 -31, 3.2.8, c(i-xiii, provide s | the outsourced internal audit executive.
his/her responsibilities.
http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual
%200n%20Corporate%20Governance.pdf
2. CAE oversees and is responsible Non - The Company has not yet appointed the The Company has yet to appoint a Chief
for the internal audit activity of Compliant company086s Chief Audit Ex(AuditExecutive who shall have
the organi zation, including that However, the 2017 Manual on Corporate responsibility over the management of
portion that is outsourced to a Governance, pages 30 -31, 3.2.8, c(i-xiii, provides | the outsourced internal aud it executive.
third party service provider. his/her responsibilities.
http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual
%200n%20Corporate%20Governance.pdf
3. In case of a fully outsourced Non - The Company has not yet appointed the The Company has yet to appoint a Chief
internal audit activity, a qualified Compliant companyds Chief Audit Ex(AuditExecutive who shall have

responsibility over the management of
the outsourced internal audit executive.
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http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf

Recommendation 12.4

1. Company has a separate risk Compliant Itis the duty of the Board of Directors to identify
management function to key risk areas and key performance indicators
identify, assess and monitor key and monitor these factors with due diligence to
risk exposures. enable the Corporation to anticipate and

prepare for possible threats to its operational
and financial viability o page 6, xxii of the 20 17
Manual on Corporate Governance

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual
%200n%20Corporate%20Governance.pdf

Thecompany®ds ri sk manaige m;g
discussed in pages 38 -40, Note 17 of the Audited
Parent Company Financial Statement for the

period ended 31 March 2017

http://stiholdings.com/administration/uploads/p
df/STI%20Holdings%20SEC%20Form%2017
A%20F0or%20the%20Year%20Ended%2031%20Mar
ch%202017 with%20SEC%20stamp RECEIVED.pdf

The Financial Risk Disclosure is discussed in pages
18-19, Item VI of the Management Discussion

and Analysis (Annex B) attached to the SEC

Form 17-Q for the Quarter Ended 31 Dec 2017.

http://stiholdings.com/administration/uploa ds/pdf/
20180215 STI%20H0ldings%20SEC%20Form%2017
Q%20F0r%20the%20Quarter%20Ended%2031%20De
cember%202017.pdf
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http://stiholdings.com/pdf/manual-corporate-governance/STI%20Holdings%202017%20Manual%20on%20Corporate%20Governance.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%20SEC%20Form%2017-A%20For%20the%20Year%20Ended%2031%20March%202017_with%20SEC%20stamp_RECEIVED.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%20SEC%20Form%2017-A%20For%20the%20Year%20Ended%2031%20March%202017_with%20SEC%20stamp_RECEIVED.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%20SEC%20Form%2017-A%20For%20the%20Year%20Ended%2031%20March%202017_with%20SEC%20stamp_RECEIVED.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%20SEC%20Form%2017-A%20For%20the%20Year%20Ended%2031%20March%202017_with%20SEC%20stamp_RECEIVED.pdf
http://stiholdings.com/administration/uploads/pdf/20180215_STI%20Holdings%20SEC%20Form%2017-Q%20For%20the%20Quarter%20Ended%2031%20December%202017.pdf
http://stiholdings.com/administration/uploads/pdf/20180215_STI%20Holdings%20SEC%20Form%2017-Q%20For%20the%20Quarter%20Ended%2031%20December%202017.pdf
http://stiholdings.com/administration/uploads/pdf/20180215_STI%20Holdings%20SEC%20Form%2017-Q%20For%20the%20Quarter%20Ended%2031%20December%202017.pdf
http://stiholdings.com/administration/uploads/pdf/20180215_STI%20Holdings%20SEC%20Form%2017-Q%20For%20the%20Quarter%20Ended%2031%20December%202017.pdf

Supplement to Recommendation 12.4

1. Company seeks external Non - The Company did not seek external
technical support in risk Compliant technical support in risk management.
management when such The Audit Committee is competent
competence is not available enough to assist the Board in ensuring
internally. that there is an effective and integrated

risk management process in place; to

devel op a formal enterprise risk
management plan; to oversee the
implementation of the enterprise risk
management plan through a

Management Risk Oversight Committee;

to conduct regular discussions on the
Corporationds priorit
exposures based on regular risk
management reports, and assess how

the concerned units or offices are

addressi ng and managing these risks; to
evaluate the risk management plan to

ensure its continued relevance,

comprehe nsiveness and effectiveness; to
revisit defined risk management

strategies, look for emerging or changing
material exposures, and stay abreast of
significant developments that seriously
impacts the likelihood of harm or  loss, to
advise the Board on its risk appetite

levels and risk tolerance limits; an  dto
review at least annually the
Corporationds risk ap
tolerance limits based on changes and
developments in the business, the
regulatory framework, the external
economic and business environment.
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Recommendation 12.5

1. I n managing the c¢|Non- The duties and responsibilities, qualification and Presently, the Company has not
Management System, the Compliant background of the Comp an] appointedyeta Chief Risk Officer
company has a Chief Risk Officer are provided in pages 32, 3.2.9, lettersa  -c of the (0CROOG) . 't is the F
(CRO), who is the ultimate 2017 Manual on Corporate Governance. role of a CRO in accordance with the
champion of Enterprise Risk Corporationds Enterpr
Management (ERM) . http://stiholdings.com/pdf/manual -corporate - Framework.
governance/STI%20Holdings%202017%20Manual This is in accordance to the provision on
%200n%20Corporate%20Governance.pdf page 33, 3.2.9, le tter d of the 2017
Manual on Corporate Governance.
2. CRO has adequate authority, Compliant This is provided in page 32, 3.2.9, letter b of the
stature, resources and support to 2017 Manual on Corporate Governance.

fulfill his/her responsibilities.
http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual
9%200n%20Corporate%20Governance.pdf

Additional Recommendation to Principle 12

1. Company®ds Chi ef E| Compliant The Statement of Managem
Officer and Chief Audit Executive for Financial Statements is the attestation of the
attest in writing, at least annually, CEO and CFO, that a sound internal audit,
that a sound internal audit, control and compliance system is in place and
control and compliance system is working effectively (page 106 of the SEC Form
in place and working effectively. 17-A for the Fiscal Year E nded 31 March 2017)

http://stiholdings.com/administration/uploads/p
df/STI%20Holdings%20SEC%20Form% 2017
A%20F0or%20the%20Year%20Ended%2031%20Mar
ch%202017 with%20SEC%20stamp RECEIVED.pdf
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Cultivating a Synergic Relationship with Shareholders

also recognize, protect and facilitate the exercise of their rights.
Recommendation 13.1

1. Board ensures that basic Compliant The sharehol dersé rithght s
shareholder rights are disclosed in c o0 mp a nMabugl on Corporate  Governance
the Manual on Corporate (pages 51 -53, X1V, 14.1 to 14.9)

Governance.
http://stiholdings.com/pdf/manual -corporate -

governance/STI%20Holdings%202017%20Manual
%200n%20Corporate%20Governance.pdf

2. Board ensures that basic Compliant The basic shareholders rights are provided in the
shareholder rights are disclosed 2017 Manual on Corporate  Governance, which
on the companyfs is posted in the company

http://stiholdings.com/pdf/manual -corporate -

governance/STI%20Hold ings%202017%20Manual
9%200n%20Corporate%20Governance.pdf

Supplement to Recommendation 13.1

1. Company®ds common Compliant The Company has only common shares that
one vote for one share. carry one vote for one share (page 9, Article VI,
No. 1 of the Compa#rngwmwss a

http://www.stiholdings.com/administration/uplo
ads/pdf/ By -Laws%2010%20Sep%202012.pdf
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Board ensures that all
shareholders of the same class
are treated equally with respect

to voting rights, subscription rights
and transfer rights.

Compliant

The Company has common shares only.

As to Voting Rights, a |l Stockholders, including
minority Stockholders, have the right to elect,
remove and replace Directors and vote on
certain corporate acts in accordance with the
Corporation Code and the By  -Laws of the
Corpor ation (page 51, XIV, 14.1 of the 2017
Manual on Corporate Governance)

As to Protectionof St ockhol der s 6
Directors , all Stockholders should be treated
equally or without discrimination, the Board may
give minority Stockholders the rightto  propose
the holding of meetings and the items for
discussion in the agenda that relate directly to

the business of the Corporation as far as
practicable and consistent with the relevant
provisions of the By -Laws (page 53, X1V, 14.9, last
paragraph of the 2 017 Manual on Corporate
Governance)

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Man _ual

%200n%20Corporate%20Governance.pdf
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3. Board has an effective, secure,
and efficient voting system.

Compliant

Every question (except the election of
Directors) submitted to a meeting shall be
decided in the first instance by a show of
hands, and in the case of an equality of votes,
whether for the election of Directors or
otherwise, the same shall be decided by
drawing of lots or in such other lawful manner
as may be agreed upon in such meeting.
Any person may demand a poll, and such poll
shall be taken in such manner as the Chairman
of the meeting directs  (page 11, Article VI, No. 9
of the CompadedBysLawsine n

http://www.stiholdings.com/administration/uplo
ads/pdf/ By -Laws%2010%20Sep%202012.pdf

In the election of the directors, each stockholder
may vote the shares registered in his name in
person or by proxy for as many persons as there
are directors, or he may cumulate said shares
and give one candidate as many votes as the
number of directors to be elected multiplied by
the number of his shares sh all equal, or he may
distribute them on the same principle among as
many candidates as he shall see fit; provided
that the total number of votes cast by him shall
not exceed the number of shares owned by him
multiplied by the whole number of directors to
be elected.

http://stiholdings.com/administration/uploads/p
df/ST1%20Holdings%202017%20Definitive%20Infor
mation%20Statement.pd _ f
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Board has an effective Compliant Pursuant to Art. VI, Sec. 12 of the existing By-Laws,
shareholder voting mechanisms stockholders owning a majority of all the shares of the
such as supermajo capital stock of the Colrporatlon present or
of minorityé requ represented by proxy an(_i entitled 'Fo vote, shall form
protect minority shareholders a quorum for the transactlpn of bu3|.ne.ss and the vote
. . . of stockholders representing a majority of a quorum
against actions of controlling shall be required to approve any action submitted to
shareholders. the stockholders for approval, except in those cases
where the Corporation Code requires the affirmative
vote of a greater proportion.
http://www.stiholdings.com/administration/uploads/p
df/_By -Laws%2010%20Sep%202012.pdf
Board allows shareholders to call Compliant As to Protection of Stockho

a special shareho
and submit a proposal for
consideration or agenda item at

the AGM or special meeting.

all Stockholders should be treated equally or wit hout
discrimination, the Board may give minority
Stockholders the right to propose the holding of
meetings and the items for discussion in the agenda

that relate directly to the business of the Corporation

as far as practicable and consistent with the rele vant

provisions of the By -Laws (page 53, X1V, 14.9, last
paragraph of the 2017 Manual on Corporate
Governance).

http://s _tiholdings.com/pdf/manual -corporate -
governance/STI1%20Holdings%202017%20Manual%200

n%20Corporate%20Governance.pdf

Special meetings of the stockholders shall be held at
any time upon the call of the Chairman, or in his

absence upon the call of the President, or upon the

request of two of the Directors, or of the holders of not
less than one -fourth of the capital stock of the
Corporation. Not less than ten days' notice of any
special meeting of stockholders shall be given as
provided (page 11, Article VI, No . 7 the
By-Laws.
http://www.stiholdings.com/administration/uploads/p

Cso

df/_By -Laws%2010%20Sep%202012.pdf
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6. Board clearly articulates and

enforces policies with respect to

treatment of minority
shareholders.

Compliant

As to Voting Rights, all Stockholders, including
minority Stockholders, have the right to elect,
remove and replace Directors and vote on certain
corporate acts in accordance with the

Corporation Code and the By  -Laws of the
Corporation (page 51, XIV, 14.1 of the 2017 Manual
on Corporate Governance).

As to Protection of Stockh
Directors, all Stockholders should be treated

equally or without discrimination, the Board may

give minority Stockholders the right to propose the
holding of meetings and the items for discussion in

the agenda that relate directly to the business of

the Corporation as far as practicable and

consistent with the relevant provisions of the By -
Laws (pa ge 53, X1V, 14.9, last paragraph of the

2017 Manual on Corporate Governance).

http://stiholdings.com/pdf/manual -corporate -
governance/STI1%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf

7. Company has a transparent
specific dividend policy.

and

Compliant

http://stiholdings.com/administration/uploads/pdf/
ST1%20Ho0ldings%202017%20Declaration%200f%20C
ash%20%20Dividends%20&%20Policy%200n%20Decl
ara tion%200f%20Dividends.pdf

http://stiholdings.com/administration/uploads/pdf/
20180227 _ST1%20Holdings%20SEC%20Form%2017
C%20Amended%20Policy%200n%20Declaration%?2
00f%20Cash%20Dividends.pdf

The company declared dividends on 29
September 2017. The dividends were paid on 13
November 2017, 45 days after the declaration
date.
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Optional: Recommendation 13.1

1. Company appoints an Compliant In case of balloting , the Secretary of the meeting,
independent party to count upon motion duly made and seconded, is
and/or validate the votes at the instructed to count  all votes represented at the
Annual Sharehol de meeting with the assistance of STI ESG, a subsidiary

of the Company and RCBC, the Stock Transfer
Agent of the Company,

Recommendation 13.2
1. Board encourages active Non - On 5 September 201 7, STI Holdings sent out
shareholder participation by Comp”ant the Notice and Definitive Information
sending the Notice of Annual Statement in CD Format to RCBC, the

and Special Shar ¢ go'r;wp_anyﬁstsckkh'll';ansfer Agentdfor
. . - istribution to all stockholders on same date
Meeting Wlth suff.|C|ent and (24 days or 17 business days prior to the date
relevant information gt least 28 of the annual st o c)k Fhis lis
days before the meeting. pursuant to SRC Rule 20.3.3.4. of the Revised
Implementing Rules and Regulations of the
Securities Regulation Code which states:

20.3.3.4.The information  statement,
proxy form and management report
referred to in SRC Rule 204, Iif
applicable, shall be distributed to
security holders at least fifteen (15)
business days prior to the date of the

st ockhol der s meeting,;

http://www.sec.gov.ph/wp -
content/uploads/2015/08/2015  -SRCRules-
Published -in-Phil-Star-Manila -Bulletin-October -

25-2015.pdf

The SEC only requires that the notice of an
Annual St ockhol dersé6 Meeti
Definitive Information Statement be sent to
shareholders at least fifteen (15) business

days before the date of the Annual

Stockhol dersdé Meeting.
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There is no item in the agenda of the
annual stockhol der sd
sharehol dersd approval
any changes therein.

The 2017 Manual on Corporate
Governance provides:

The Corporate Governance Committee
may serve as t he
Nomination and/or Rem uneration
Committee, unless a separate Committee
(s) is/are established for such purpose.

The Company is in the process of
establishing a formal and transparent
procedure to develop a policy for
determining the remuneration of Directors
and officers that is consistent with the
Corporation6s culture
as the business environment in which it

operates.
Supplemental to Rec ommendation 13.2

1. Company®ds Noti ce |Compliant http://stiholdings.com/administration/uploads/p
Stockhol der sd Mee df/ST1%20Holdings%202017%20Notice%200f%20A
the following information: nnual%20Stockholders%20Meeting.pdf
a. The profiles of directors (i.e., Non - The profiles of directors (i.e., age,

age, academic qualification s, | Compliant academic qualifications, date of first
date of first appointment, appointment, experience, and
experience, and directorships directorships in other listed companies
in other listed companies) can be found in pages 10 -15 of the 2017

Definitive Information Statement.

http://stiholdings.com/administration/upl
0ads/pdf/STI%20 Holdings%202017%20Defi
nitive%20Information%20Statement.pdf

SEC Form|-ACGR * Updated 210217
Pager9 of 94


http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%202017%20Notice%20of%20Annual%20Stockholders%20Meeting.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%202017%20Notice%20of%20Annual%20Stockholders%20Meeting.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%202017%20Notice%20of%20Annual%20Stockholders%20Meeting.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%202017%20Definitive%20Information%20Statement.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%202017%20Definitive%20Information%20Statement.pdf
http://stiholdings.com/administration/uploads/pdf/STI%20Holdings%202017%20Definitive%20Information%20Statement.pdf

b. Auditors seeking Compliant http://stiholdings.com/administration/uploads/pdf/

appointment/re  -appointment ST1%20H0ldings%202017%20Notice%200f%20Annual
%20Stockholders%20Meeting.pdf
c. Proxy documents Compliant http://stiholdings.com/administration/uploads/pdf/

STI%20H0ldings%202017%20Notice%200f%20Annual

%20Stockholders%20Meetin g.pdf
Optional: Recommendation 13.2

1. Company provides rationale for Non - The Company will provide the rationale for
the agenda items for the annual Compliant each i tem in the Agenda for the 2018
stockholders meeting Annual Stockholders M eeting .

Recommendation 13.3

1. Board encourages active Compliant The information on all relev ant questions raised
shareholder participation by during the 2017 ASM is provided in the attached
making the result of the votes mi nutes of meeting posted
taken during the most recent website on 4 October 2017 (page 3, item IX).

Annual or Special o o
Meeting publicly available the http://stiholdings.com/administration/uploads/pdf/

2017%20Minutes%200f%20Annual%20Stockholders%
20Meeting%200ct.pdf

next working day.

2. Minutes of the Annual and Special Compliant The 2017 Minutes of ASM was posted in the
Sharehol dersd Meeti companyds website on 4 Octo
available on the company website
within five business days from the http://stiholdings.com/administration/uploads/pdf/20
end of the meeting. 17%20Minutes%200f%20Annual%20Stockholders%20M

eeting%200ct.pdf

The voting re sults for all agenda items, including the
approving, dissenting and abstaining votes were all
recorded.

The voting on resolutions was done by a raise of
hands.

The stockholders were given the opportunity to ask
question every after the approval of the a genda
items.
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Supplement to Recommendation 13.3

1. Board ensures the attendance of Compliant SGV & Co., the external auditors of the Company
the external auditor and other and the Stock Transfer Office representative/s are
relevant individuals to answer always present in the ASM of the Company to
shareholders questions during the answer shareholders questions, if any.

ASM and SSM

Recommendation 13.4

1. Board makes available, at the option Compliant One of the duties of the board isto e stablish and
of a shareholder, an alternative maintain an alternative dispute resolution system in
dispute mechanism to resolve intra - the Corporation that can amicably settle conflicts or
corporate disputes in an amicable differences between the Corporation and its
and effective manner. Stockholders, and the Corporation and third parties,

including the regulatory authorities (p  age 8, letter b,
xxxiii of the 2017 Manual on Corporate Governance).

The Board establishes, at the option of a shareholder,

an alternative dispute mechanism to resolve intra -
corporate disputes in an amicable and effective

manner. It is important for stoc  kholders to be well -
informed of the Corporation
procedures when seeking to redress the violation of

their rights. Putting in place proper safeguards ensures
suitable remedies for the infringement of

stockhol dersd ri ght sveltgation.pr
(page 47, X, 10.1 of the 2017 Manual on Corporate
Governance)

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual%200
n%20Corporate%20Governance.pdf

The details of the alternative dispute resolution made
available to resolve intra -corporate disputes can be
foundonpage 7,No.7int he attached Co
Code of Business Conduct and Ethics.

http://stiholdings.com/pdf/STI _ -Holdings -Code -of -
BusinessConduct -and -Ethics.pdf
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2. The alternative dispute
mechanism is included in the
company®ds Manual
Governance.

Compliant

The alternative dispute mechanism is included in
the Companyds 2017 Manua
Governance (page 47, Number X) and on page
7,No.70ft he attached @ dewnpan
Business Conduct and Ethics.

http://stiholdings.com/pdf/STI _ -Holdings -Code -of -

BusinessConduct -and -Ethics.pdf
Recommendation 13.5

s har e horhegtmg. 0 s

1. Board establishes an Investor Compliant The contact details of the officer responsible for
Relations Office (IRO) to ensure investor relations :
constant engagement with its 1. Name & Ms. Franchini Vina Z. Cordova
shareholders. 2. Telephone number - 810-0743; 844-9553
3. E-mail address 0 bing.cordova@stiholdings.com.ph
2. IROis present at every Compliant The Company IRO is always present during the

ASM.

Supplemental Recommendations to Principle 13

percent (30%) public float to

1. Company has policies and
practices to encourage
shareholders to engage with the
company beyond the Annual
Stockhol der sdé Mee

Compliant

1. Board avoids anti -takeover Compliant There are no anti -takeover measures or similar
measures or similar devices that devices in the Articles of Incorporation and By -
may entrench ineffective Laws or other arrangements  that may entrench
management or the existing ineffective management or the existing
controlling shareholder group controlling shareholder group.

2. Company has at least thirty Compliant As of 31 March 2018,t he companyads

is 36.02%.

The President, the Chief Investor Officer, the
Treasurer/ CFO and the Investor relations Officer
regularly communicat e with stockholders and
stakeholders regarding their concerns about the
Company.

Optional: Principle 13
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2. Company practices secure Non - The Company has not yet established a

electronic voting in absentia at Compliant system for electronic voting in absentia
the Annual Shareh at the Annual Sharehao
Meeting.

Duties to Stakeholders

Principle 14: The rights of stakeholders established by law, by contractual relations and through voluntary commitments must be respected. Where
stakehol ders®6 rights and/or interests are at stake, st akeholsdferthsviokatooafthar h
rights.
1. Boardidentifies t he ¢ o mp a1 Compliant The 2017 Manual on Corporate Governance

various stakeholders and defines Stakeholders & as any individual,

promotes cooperation between organization or society at large who can either

them and the company in af fect and/ or be affecte

creating wealth, growth and strategies, policies, business decisions and

sustainability. operations, in general. This includes, among

others, customers, creditors, employees,
suppliers, investors, as well as the government
and community in which it operates.

It is also the duty of the board to e stablish
corporate disclosure policies and procedures in
accordance with the best practices and

regulatory expectations to ensure a
comprehensive, accurate, reliable and timely
report to Stockholders and  other Stakeholders
that gives a fair and complete picture of a
Corporationdés financi al
business operations;
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Recommendation 14.2

1. Board establishes clear policies Compliant Identify policies and programs for the protection
and programs to provide a and fair treatment of <co
mechanism on the fair treatment The Board should establish policies, programs
and protection of stakeholders. and procedures that encourage employees to

actively participate inthe r  ealization of the
Corporationds goals and

The establishment of policies and programs
covering among others, the following: (1) health,
safety and welfare; (2) training and
development; and (3) reward/compensation for
employees, encoura ge employees to perform
better and motivates them to take a more
dynamic role in the Corporation.

Active participation is further fostered when the
Corporation recognizes the firm  -specific skills of

its employees and their potential contribution in
corpor ate governance. The ¢
viewpoint in certain key decisions may also be
considered in governance processes through

work councils or employee representation in the
Board.
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Recommendation 14.3

1. Board adopts a transparent Non -Compliant The Board shall adopt a whistle -blowing
framework and process that allow mechanism, outlining the procedure to allow
stakeholders to communicate with employees to freely communicate their
the company and to obtain redress concerns about illegal and/or unethical
for the violation of their rights. practices without fear of retaliation. The

mechanism shall also provide safeguards to
secure t he confidentiality of the informer. The
Board may designate an Independent Director,
who will handle whistle -blowing concerns.

The Corporation does not condone nor will it
not tolerate any retaliation against an individual
who lawfully and in good faith reports any
misconduct or violations of this Manual and
other Policies of the Corporation. Further, an
employee who gives information regarding any
conduct the employee reasonably believes
constitutes a violation of the securities laws or
financial fraud s tatutes (1) to any government
authority, (2) by testimony or otherwise in any
proceeding pending or about to be STI
Education Systems Holdings, Inc. 2017 Manual
on Corporate ~ Governance Page 44
commenced concerning such violation or (3) to
any person with s upervisory authority over the
employee or authorized by the Corporation to
investigate such conduct, may not be
discharged, demoted, discriminated or
otherwise retaliated against based upon the
information they have provided. Directors,
officers and employ ees if asked, are expected
to fully cooperate in internal and external
investigations of any reported or alleged
misconduct or violation of this Manual (pages
43-44, 7.7 of the 2017 Manual on Corporate
Governance).

The Company will create a whistleblowing unit
to handle whistleblowing concerns in 2018.
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Supplement to Recommendation 14.3

1. Company establishes an alternative Compliant One of the duties of the board isto e  stablish and
dispute resolution system so that maintain an alternative dispute resolution system in
conflicts and differences with key the Corporation that can amicably settle conflicts or
stakeholders is settled in a fair and differences between the Corporation and its
expeditious manner. Stockholders, and the Corporation and third parties,

including the regulatory authorities (page 8, letter b,
xxxiii of the 2017 Manual on Corporate Governance).

The details of the alternative dispute resolution made
available to resolve intra  -corporate disputes can be
foundonpage 7,No. 7inthe att ached Comj
Code of Business Conduct and Ethics.

http://stiholdings.com/pdf/STI _ -Holdings -Code -of -
BusinessConduct -and -Ethics.pdf

Additional Recommendations to Principle 14

1. Company does not seek any Compliant The Company did not seek any exemption from the
exemption from the application of a application of a law, rule or regulation especially
law, rule or regulation especially when it refers to a corporate governance issue.

when it refers to a corporate
governance issue. If an exemption
was sought, the company discloses
the reason for s uch action, as well as
presents the specific steps being
taken to finally comply with the
applicable law, rule or regulation.

2. Company respects intellectual Compliant The Company registers its Trademarks and
property rights. Tradenames with the Intellectual Property Office.

1. Company discloses its policies and Non -compliant While the Company has internal policies and
practices that addr practices to address cu
welfare does not disclose these policies and

practices.
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2. Company discloses its policies and
practices that address
supplier/contractor selection
procedures

corporate governance processes.

Recommendation 15.1

1. Board establishes policies,
program s and procedures that
encourage employees to
actively participate in the
realization of
goals and in its governance.

t

Non -compliant

Principle 15: A mechanism for employee participation should be developed to create a symbiotic

Compliant

The Board establishes policies, programs and
procedures that encourage employees to
actively participate in the realization of the

Cor por atoa®andisits governance. The
establishment of policies and programs covering
among others, the following: (1) health, safety
and welfare; (2) training and development; and
(3) reward/compensation for employees,
encourage employees to perform better and
motivates them to take a more dynamic role in
the Corporation. Active participation is further
fostered when the Corporation recognizes the
firm-specific skills of its employees and their
potential contribution in corporate governance.
The empl oy e @rmidcenain key p
decisions may also be considered in
governance processes through work councils or
employee representation in the Board (page 53,
XV, 15.1 of the 2017 Manual on Corporate
Governance)

http://stiholdings.com/pdf/manual -corporate -

environment ,

governance/STI1%20Holdings%202017%20Manual

%200n%20Corporate%20Governance.pdf

While the Company has internal policies and
practices to address supplier/contractor
selection procedures, it does not disclose
these policies and practices.

realize the companyéo
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Supplement to Recommendation 15.1

1. Company has a Compliant The Company and its wholly owned subsidiaries
reward/compensation policy believe that keeping their employees happy in the
that accounts for the workplace can make their company a stronger,
performance of the company unwavering force within their industry.
beyond short -term financial

The Board establishes policies, programs and
procedures that encourage employees to actively
participate in the realizq
goals and in its governance. The establishment of
policies and programs covered the
reward/compensation for employees. The

Company encourages employees to perform

better and motivates them to take a more

dynamic role in the Corporation. Active

participation is further fostered when the

Corporation recognizes the  firm-specific skills of its
employees and their potential contribution in
corporate governance. The
in certain key decisions may also be considered in
governance processes through work councils or
employee representation in the Board (page 53,
XV, 15.1, No. 3 of the 2017 Manual on Corporate
Governance)

measures.

http://stiholdings.com/pdf/manual -corporate -
governance/ST1%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf

The employees are compensated based on
meritorious level of performance, over  -all
gualifications and market competitiveness.

http://stiholdings.com/corporate -governance -
policies.php#health -and -safety
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2. Company has policies and
practices on health, safety and
welfare of its employees.

Compliant

The Company is committed to the safety and
welfare of its employees.

The Company maintains a comprehensive
medical and health program which provides for in
patient and out -patient benefits for employees
and dependents. Employees are encouraged to
underg o annual physical examinations for health
maintenance.

A chapel is maintained in the office vicinity for
employees' spiritual growth.

The Company conducts regular training on safety
and fire and earthquake drills, in coordination with
the local governmen t fire department and the
office building administrator.

http://stiholdings.com/corporate -governance -
policies.php#health -and -safety

The company participated in the Quarter ly DUCK,
COVER and HOLD - Nationwide Simultaneous
Earthquake Drill(NSED) held on the following dates:

1. First Quarter - 31 March 2017
2. Second Quarter - 29 June 2017
3. Third Quarter - 27 September 2017

In coordination with the local government fire
department and companyds
administrator, the Fire Drill was held on 8 March
2018.

b
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3. Company has policies and Compliant The employees of the C ompany and its wholly owned
practices ont raining and subsidiaries are continuously trained and developed
development of  its employees. to enable them to achieve excellent performance

and enhance their expertise.

Career development programs are implemented to

ensure their professional growth.

http://stiholdings.com/corporate -governance -
policies.php#health -and -safety

The Board of Directors and Officers of the Company
have attended a Seminar on Adapting Ch anges in
the Corporate Governance Code and Internal

Control Environment held on 14 December 2017 held
at the STI Holdings Board Room.

Recommendation 15.2

1. Board set sthe tone and ma kesa | Compliant The Code of Business Conduct and  Ethics should
stand against corrupt practices contain an Anti  -Corruption Policy, which should
by adopting an anti  -corruption encourage employees to report corrupt pr actices,
policy and program in its Code of and should outline procedures on how to combat
Conduct. these corrupt practices (page 48; XI, 11.2 of the

2017 Manual on Corporate Governance).

http://stiholdings.com/pdf/manual -corporate -
governance/ST1%20Holdings%202017%20Manual%?2
0on%20Corporate%20Governance.pdf

All directors, officers and employees shall comply
in all material respects with all laws, rules and
regulatio ns applicable in the country and local
jurisdictions where the Company's business is
conducted (page 4, No. 4, letter A of the STI
Holdings Code of Business Conduct and Ethics).

http://stiholdings.com/pdf/STI _ -Holdings -Code -of -
BusinessConduct -and -Ethics.pdf
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2. Board disseminates the policy Compliant This Code is posted on the Company's website and will

and program to employees be provid.ed to all of.the C

across the organization through apd employges. Oﬁlcer§ are encouraged to explain and

.. . discuss this Code with employees to ensure they

trainings to emb?d them in the recognize the existence and understand the
companyds culture applic ability of this Code. Written certification of
compliance with this Code is required from the CEO and
Chief Accounting Officer, if any, on an annual basis
(page 8, No. 9, 9.2 of the Code of Business Conduct and
Ethics).

http://stiholdings.com/pdf/STI  -Holdings -Code -of -
BusinessConduct -and -Ethics.pdf

A hard -bound book containing the compilation of STI
Holdings Chartered Documents, Company Manuals
(including the C ode of Business Conduct and Ethics and
etc.) and other SEC and PSE Rules for Company
Directors, was distributed to all the directors, officers and
employees in September 2013. New directors and
employees were given a copy as well, for their usage
and files, upon their appointment/election and hiring,

respectively.
Supplement to Recommendation 15.2
1. Company has clear and stringent Compliant A violation of the Companyds
policies and procedures on and Ethics may result in disciplinary action, including

curbing and penalizing termination of employment. Legal proceedings may also
. . be commenced, if necessary, to recover the amount of
empl_oyee m\_IOIVement 'n_ . any improper expenditures, any profits realized by the
offering, paying and receiving offending director, officer or employee, and any
bribes. financial harm sustained by the Company. In certain
circumstances, violations of the Code will be reported
by the Company to the applicable authority if such
violations likely violate Philipp ine criminal laws (page 7,
No. 6, 6.1, letter F of the Code of Business Conduct and
Ethics).

http://stiholdings.com/pdf/STI _ -Holdings -Code -of -
BusinessConduct -and -Ethics.pdf

As of this report, there is
involvement in offering, paying and receiving bribes or
violations of any company policy by the employees.
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Recommendat ion 15.3

enforcement of the
whistleblowing framework

expected to fully cooperate in internal and
external investigations of any  reported or
alleged misconduct or violation of this Manual.
There is no incident yet of whistleblowing in the
company.

1. Board establishes a suitable Compliant The company & whistle -blowing policy and
framework for whistleblowing that procedure allowing employees to freely
allows employees to freely communicate their concerns about illegal or
communicate their concerns unethical practices without fear of retaliation are
about illegal or unethical provided in the 2017 Manual on Corporate
practices, without fear of Governance, pages 43 844, VI, 7.7.
retaliation http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual%?2
00on%20Corporate%20Governance.pdf
Yes, the framework includes procedures to protect
the employees from retaliation.  Please refer to
page 7, No. 6, 6.2 of the Code of Business Conduct
and Ethics.
http://stiholdings.com/pdf/STI _ -Holdings -Code -of-
BusinessConduct -and -Ethics.pdf
http://stiholdings.com/corporate -governance -
policies.php#whistle -blowing
2. Board establishes a suitable Non - The Company will create a
framework for whistleblowing that Compliant whistleblowing unit to  handle whistle -
allows employees to have direct blowing concerns during the third
access to an independent guarter of 2018 .
member of the Board or a unit
created to handle whistleblowing
concerns.
3. Board supervises and ensures the | Compliant Directors, officers and employees if asked, are
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i

Company recognizes and places
importance on the

interdependence between business
and society, and promotes a
mutually beneficial relationship that
allows the company to grow its
business, while contributing to the
advancement of the society where
it operates.

Optional: Principle 16
1.

Company ensures that its value
chain is environmentally friendly or is
consistent with promoting
sustainable development

Compliant

Compliant

Principle 16: The company should be socially responsible in all its dealings with the communities where it operates. It should
environment and stakeholders in a positive and progressive manner that is fully supportive of its comprehensive and balanced

Recommendation 16.1
1.

For the company®6s ememandni ty
environment -related programs please refer to pages
39-41 6 Community Extension and Outreach Programs

of the STI Holdings Group of Companies, of the SEC

Form 17-A for the Fiscal Year ended 31 March 2017.

http://stiholdings.com/administration/uploads/pdf/STI
%20H0ldings%20SEC%20Form%2017-
A%20F0r%20the%20Year%20Ended%2031%20March%?2
02017 with%20SEC%20stamp RECEIVED.pdf

The Corporation shall recognize and place an
importance on the interdependence between

business and society, and promote a mutually
beneficial relationship that allows the Corporation to
grow its business, while contributing to the
advancement of the society w  here it operates (page
54, XVI of the 2017 Manual on Corporate

Governance)

http://stiholdings.com/pdf/manual -corporate -
governance/STI%20Holdings%202017%20Manual%200
n%20Corporate%20Governance.pdf

ensure that its interactions serve its
development.

Company exerts effort to interact
positively with the communities in
which it operates

Compliant

For the companyds community
environment -related programs please refer to pages
39-41 8 Community Extension and Outreach Programs

of the STI Holdings Group of Companies, of the SEC

Form 17-A for the Fiscal Year ended 31 March 2017.

http://stiholdings.com/administration/uploads/pdf/STI
%20H0ldings%20SEC%20Form%2017
A%20F0r%20the%20Year%20Ended%2031%20March%2
02017 with%20SEC%20stamp RECEIVED.pdf
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