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Good morning.
One of the most powerful cartoons I’ve come across in a while is one
by Tom Toro of the New Yorker Magazine which shows a man in a
tattered business suit and tie sitting around a campfire amidst a
future wasteland telling three children, “Yes the planet got destroyed
but for a beautiful moment in time we created a lot of value for
shareholders”. Funny, but tragically so true of how the world works
today.
The way we measure progress and success in our world is severely
broken. Countries are judged by how fast gross domestic product
(GDP) grows, and corporate stocks are deemed good investments
also by how fast they can advance their net incomes regardless of
how it’s achieved. Most successful business models are racing to spur
consumption of their products beyond what consumers really need.
As a result, carbon emission trajectories are leading us toward a
catastrophic world that’s 3 to 6 degrees Celsius warmer. Human
activity is warming the Earth 5,000 times faster than the most rapid
natural warming occurrence in our planet’s past, and species are
going extinct faster than at any period in geologic history.
Microplastics are already being found in organisms dwelling in the
deepest reaches of the Marianas trench as well as the pristine
Pyrenees mountains of France and Spain. These are but a few
examples of the widescale destruction humans are wreaking on our
only home. The international non-governmental organization Global
Footprint Network estimates that we already use up 1.5 Earths each
year just feeding our current level of wants and needs; that’s 50%
more than our planet’s ability to replenish the resources used up!
With each passing year we see stronger and stronger evidence of the
link between human activity and the climate crisis that’s unfolding
before our eyes.
• The year 2018 ranked as the fourth warmest year on record, with
the five warmest years having occurred since 2010.
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• In June 28th of last year, Oman experienced the highest nighttime
temperature ever recorded on Earth at a scorching 42.6 degrees
Celsius. The hottest temperature ever to occur in Africa was
likewise recorded in Ouargla, Algeria at a searing 51.1 degrees
Celsius. A summer heatwave in Japan had more than 22,000
people hospitalized with heat stroke. Devastating wildfires in
California, Greece, Australia and even normally damp England and
Sweden.
• 2018 also saw unprecedented droughts in South Africa, Morocco,
Spain, India, and Iraq that have caused reservoirs to dry up,
affecting food production and harvest, and resulting to water
rationing, and even the threat of completely turning off all water
supply in Cape Town.
• Typhoon Mangkhut (Ompong) hit northern Philippines that
caused flash flooding, storm surges and landslides, leaving a death
toll of at least 95 before hitting Hong Kong; Typhoon Mangkhut is
now officially Hong Kong’s most intense storm since recordkeeping began in 1946. In July, torrential rains in Japan also
brought its worst flooding in decades and in September Typhoon
Jebi turned into the most powerful to hit the country in 25 years
leaving a trail of destruction throughout the Kansai region.
• While in the US, Hurricane Florence dumped more than 8 trillion
gallons of rains that caused flooding in North Carolina (NC). Only
two years before (in 2016), Hurricane Matthew caused similar
flooding in that state. NC Governor Ray Cooper acknowledges the
constancy of these extreme weather events and the need to plan
for it, saying: “When you have two 500-year floods within two years
of each other, it’s pretty clear it’s not a 500-year flood.”
With every passing year, it’s becoming increasingly tougher to deny
that our climate is changing faster than previously imagined due to
human activity. A large and growing number of the world’s largest
corporations participating in the Carbon Disclosure Project -- more
than 75 percent as opposed to only 10 percent in 2010 -- now
incorporate climate change into their business strategies. I believe
that today, we are living through one of history’s great paradigm
shifts. An age wherein we’re only just beginning to realize the
immense impact we’ve had on the planet and that we urgently need
to overhaul how we relate with the Earth if we want to keep it
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habitable for humans in the decades to come. We don’t have a choice.
There is no Plan B or planet B, as some would say.
Of course paradigm shifts are never easy. They never have been
throughout history. But as the environmentalist and author Bill
McKibben rightly puts it: “the math is hard to argue with; business as
usual and growth as usual spell an end to the world as usual. This is the
one overwhelming fact of our lifetimes.” PricewaterhouseCoopers or
PwC quantifies what the world needs to do to keep global
temperature rise to less than 2 degrees Celsius. They emphasize that
we must reduce the carbon intensity of the economy -- the amount of
carbon emitted per dollar of GDP -- by 6 percent each year until
2100. Although this number looks modest, it is nine times the current
rate of improvement being experienced in the world today; this only
underscores the magnitude of the transformation needed. In fact, the
Intergovernmental Panel On Climate Change (IPCC) released last
October 2018 a very important report urging dramatic action to limit
Global Warming to less than 1.5 degrees Celsius if we wish to avoid a
dangerous, irreversible and “game-over” climate crisis which
threatens humanity. The enormity of reduction in CO2 emissions is
still possible but unprecedented in scale and in the words of Piers
Forster, one of its lead authors, requires us to “do everything and do it
immediately”.
At FPH, we believe our platform of businesses and our way-to-play
are all geared toward this goal.
Our Natural Gas plants under First Gen are key to bringing down the
carbon intensity of the economy as they emit less than half of the
carbon and only a fraction of the other pollutants per kilowatt-hour
relative to an equivalent-sized coal plant. This is key to keeping the
economy humming and our lights on, even as we transition to a
decarbonized world. Today, these plants run on the country’s only
indigenous gas field, Camago-Malampaya, but we are currently
preparing for the day these fields no longer have indigenous gas
through the development of what could be the country’s first
Liquefied Natural Gas (LNG) import terminal. In December 2018,
First Gen signed a Joint Development Agreement (JDA) with Tokyo
Gas Co., Ltd. to push this forward. It’s an exciting time to be doing this
as LNG suppliers worldwide are only just beginning to innovate and
show flexibility on gas contracts never before seen in the world of
LNG contracting. Just this April 2019, Shell and our partner Tokyo
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Gas signed the world’s first coal-indexed LNG contract. This signals
that gas producers are now willing to fight head to head against coal
plants in competitive power markets, if they aren’t cheaper already.
Our Geothermal plants are today the only large scale 24/7 sources of
renewable energy. The relatively fixed pricing we are able to offer
our electricity customers is a massive advantage and gives them
certainty at a time when our coal-based competitors cannot. In
addition, the massive transformation taking place at Energy
Development Corporation is exciting and promises to transform
them into a leaner but more robust and resilient player and
competitor.
Our decision several years ago to slam the door on developing any
coal-fired power for ourselves was prescient. Even as more coal-fired
capacity comes on line globally, their utilization and capacity factors
are falling. International Energy Agency (IEA) figures for 2017 show
the average capacity factor of coal plants globally has fallen even
more to 52.8 percent, down from 59.3 percent in 2013. This is
alarming for a technology whose economics only makes sense when
run at baseload rates of 70 to 80 percent. The implication is that
many coal plants today are being run sub-optimally and expensively.
The fact that they are required to ramp up and down frequently
causes thermal fatigue of components, of materials, and corrosion
that negatively impact efficiency and emissions even more. Aside
from the fact that coal-fired power no longer has a place in a world
that needs to decarbonize rapidly, its economics are being rendered
uncompetitive in grids increasingly being penetrated by more
intermittent renewable energy sources. Its days are numbered. More
so, as over a hundred global financial institutions --- public
development banks like the World Bank, European Investment Bank,
Asian Development Bank; national development finance institutions
in countries like the Netherlands, Brazil, Sweden, KfW of Germany;
export credit agencies mostly from OECD member countries; private
banks such as Morgan Stanley, Credit Agricole, ING, US Bancorp,
Deutsche Bank, Banco Santander, Citi, HSBC, Standard Chartered; and
even insurance companies like AXA, Swiss Re, Lloyds, Generali,
Nippon Life --- all have announced coal finance restrictions as first
steps toward more substantive action in support of the Paris
agreement.
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Our world today teems with change and disruption. At FPH, we’re all
incessantly and purposefully “sensing the wind” and “reading the tea
leaves”. And in such a world marked by so much complexity, we must
also keep our organizations alert, as well as agile. But let me just say
that real and lasting shareholder value can only be had when we
place the interests of all our stakeholders, our customers, the planet,
and humanity at the center of everything we do. The world’s
paradigms are shifting yet again and, as a company, we intend to help
that shift in the best way we can. It is amongst these great challenges
where we intend to build the many great opportunities that will
foster true shareholder value.
Thank you for your continued trust and unwavering support. @
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President’s Message

Dear Stakeholders,
"We are now at a time in history where everyone with any insight of the climate crisis
that threatens our civilization and the entire biosphere must speak out in clear
language, no matter how uncomfortable and unprofitable that may be … The bigger
your carbon footprint is, the bigger your moral duty. The bigger your platform, the
bigger your responsibility."
Strong words. I wish I had said those words but I didn't. It took a 15-year old Swedish
girl to say those powerful lines. Her name is Greta Thunberg, a Nobel Peace Prize
nominee who has inspired an international movement to fight climate change. In
August of last year, Greta sat outside the Swedish parliament and staged a school
strike for the planet.
She missed school every Friday to take her stand on this existential threat that will
affect her generation the most. In March this year, something interesting happened in
the global climate movement—children from 123 countries did the same. Fighting for
the very planet they will inherit.
She has since found widespread support from fellow youths all over the world and
been prominently featured in global events like the UN COP24 summit, The World
Economic Forum and the European Union Parliament. You can watch Greta in
YouTube and you will be amazed about her clarity in thinking and her frustration with
leaders today who are not acting responsibly.
Greta’s words come to mind as I prepared my statement for this year’s annual
shareholders’ meeting. She, and so many others see it. The global consensus is
clear, the science is clear, and even children feel it—the climate is in crisis. I think it’s
because I, myself, am a father of four and I too have a 15-year-old child. To me,
Greta is like your child, appealing to us parents to act responsibly especially during
times of crisis.
The year 2018 was the fourth warmest year on record; it was also the year the
Philippines was visited by 21 tropical cyclones, including category-5 Typhoon
Ompong (Mangkhut) in September 2018.
The situation is expected to turn even more drastic: the U.N.’s Intergovernmental
Panel on Climate Change reports that in a little over a decade, the world will fully feel
the irreversible effects of climate change. The world could hit 1.5 degrees Celsius
warmer as soon as 11 years from now in 2030 with devastating impact.
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The Philippines is an archipelagic country right in the midst of the typhoon belt. We
rank fifth in the world for countries with highest weather-related losses from 1998 to
2017, and third in the world for those at risk in facing natural disasters.
On our very shores, three things are happening—more frequent and violent weather
patterns, rising seas, and recently, scarcity of potable water. Pair that with an
infrastructure bottleneck, and income inequality where the poor become poorer as
their health, homes, and livelihood take a regular beating—all greatly impact the
Filipino family.
While many are aware about the climate issue, it pains me to see that very few are
translating that awareness into action. The Philippines’ current energy mix highly
favors dirty energy—coal, which today already accounts for 52 percent of the total
energy mix. And with the additional new coal fired plants planned, it would comprise
a dominant 80%+ of the mix. Not a good sign of things to come especially since we
import most of our coal supply from countries like Indonesia. This means more
harmful gases are dumped daily into the atmosphere taking us closer to the
threshold that can cause havoc to the environment and society. At what cost? At a
very high cost—our lives and the survival of our planet, our home.
WE MAKE OUR STAND
We cannot allow this to happen. We, at First Philippine Holdings (FPH), have made
pivotal choices in the way we run our businesses.
Three years ago, we made the decision not to invest in coal. We power through
when others would hesitate. This is more than an advocacy—sustainability is our
legacy. For our energy business, we have chosen clean, renewable and costcompetitive sources such as natural gas, geothermal, hydro, wind and solar.
Moreover, our chosen platform was developed with cost competitiveness and
affordability as a priority with the Filipino consumers in mind. This is what makes us
unique. This is what distinguishes First Philippine Holdings vis-à-vis our competition.
OUR FINANCIAL PERFORMANCE
The choices we make are always powered by our desire to do good. The
conglomerate’s stellar financial performance in 2018 demonstrates that there are
economic benefits to taking the high road. We are proving that it can be done!
For the year ended December 31, 2018, FPH Group’s topline grew by ₱20.5 billion
or 20 percent from last year’s PHP104.9 billion to PHP125.4 billion following strong
operating results across our Energy, Real Estate, Construction, and Manufacturing
businesses.
The corresponding attributable net income amounted to PHP10.3 billion, also higher
by PHP4.4 billion or 76 percent, compared to PHP5.9 billion in 2017.
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Our robust revenue figure translated to a record-high recurring net income
attributable to equity holders of the Parent of PHP10.4 billion, higher by PHP3.6
billion or 53 percent, compared to PHP6.8 billion in 2017.
Let me now report about our lines of business.
We start with our Energy investment.
Our Energy group, led by First Gen and its subsidiary, Energy Development
Corporation (EDC), remains the biggest driver of growth for the conglomerate. In
2018, the First Gen group posted revenues of PHP103.8 billion up by 21 percent or
PHP17.8 billion from last year’s PHP86.0 billion and an attributable recurring net
income of PHP12.7 billion, higher by PHP4.6 billion or 57 percent compared to last
year’s PHP8.1 billion. The Energy group contributed PHP8.1 billion or 73 percent to
the 2018 recurring earnings of FPH.
First Gen started strong in 2018 as it secured a baseload power supply contract for
its 420-MW San Gabriel natural gas-fired power plant. San Gabriel started delivering
power to Meralco in the second half of 2018 and has effectively reduced the overall
average cost of electricity to Meralco customers.
We can now add San Gabriel to the other large units of First Gen namely, Santa Rita
and San Lorenzo in delivering predictable and stable earnings for the foreseeable
future.
This proves yet again that being eco-friendly does not have to be costly.
As we transition to a low-carbon future, we continue making headway through the
joint development agreement (JDA) signed between First Gen and Tokyo Gas for the
liquefied natural gas (LNG) terminal in Batangas. Tokyo Gas, who has a 20 percent
stake in the LNG project, is a global leader in LNG and one of the biggest market
buyers of gas in the world. It is worth noting that this is their first international
investment in a downstream regas terminal, which signals their confidence in First
Gen and our ability to see this project through.
The terminal's construction will be completed in four years, in time for the closure of
the Malampaya Deep Water Gas-to-Power Project in 2024.
We are happy to report that strong interest in the project from local and international
players validate the vital role of LNG in the country to ensure the continuous
operations of our existing natural gas plants and their importance in the transition to
a clean energy future.
This is an essential development to address our country’s future growing energy
needs through low carbon solutions.
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I’m here to tell you that it can be done and First Gen will make it happen.
Another highlight worth noting was the successful delisting of EDC from the
Philippine Stock Exchange so that investors who wish to invest in a clean and green
company can focus on First Gen or even FPH. EDC has been 100 percent
contracted since early 2018, and has launched various optimization programs to
enhance operational efficiency and to bring down costs in order to be more
competitive versus other energy alternatives, including coal. Its typhoon-hit power
plants in Leyte were fully brought back online in the third quarter of 2018, exceeding
our own target of bringing back the power plants to their pre-typhoon levels.
In real estate, we create integrated communities that reduce carbon footprint and
promote a healthier environment.
Composed of Rockwell Land and First Philippine Industrial Park (FPIP), our Real
Estate group was the next big driver of growth for the conglomerate with a combined
contribution of PHP2.3 billion comprising 21 percent to the Group’s RNI. In 2018, our
Real Estate group posted total revenues of PHP16.3 billion, up by PHP 735 million
or 5 percent from last year driven substantially by Rockwell Land’s higher completion
and sales take-up of residential development projects as well as stronger revenues
from both commercial and industrial leasing businesses. Rockwell Land delivered
strong recurring earnings of PHP2.5 billion, while FPIP posted a corresponding
recurring earnings of PHP151 million as we focused our park’s business towards
enhancing its recurring revenue base.
Rockwell Land has firmly established its brand as a leading lifestyle community
developer with its Proscenium project in Rockwell Makati that achieved a 92 percent
sales take-up in 2018, and continues to create exceptional multi-use developments
nationally with these projects: : The Arton North Tower in Quezon City; Aruga Resorts
and Residences in Mactan, Cebu; and Terreno South and Southwell Mahogany, both
in Batangas.
FPIP, on the other hand, has succeeded in enabling MEANINGFUL JOBS FOR THE
FILIPINO. We are generating high-value jobs in the countryside and strengthening
our country’s manufacturing sector, which saw 10 new locators in 2018, bringing its
total to 135 locators generating close to 65,000 jobs.
For the past 20 years, FPIP has provided innovative solutions to its locators, such as
reliable first-world infrastructure like wastewater treatment and stable power supply,
which are critical for locators in the semiconductor and electronics industries. Moving
forward, we are building ready-built-factories (RBFs) with access to renewable
energy sources. We are also working toward improving the living conditions of our
locators and their employees through logistics hubs, residential or dormitory facilities,
green linear parks, transport hubs and shuttle bus services, and a retail center built
within the industrial park.
To help advance inclusive growth and job creation, we are also working with a
technical-vocational schools that can cater to the fast-growing manpower
requirements of our locators at FPIP. The First Industrial Science and Technology
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School, or FIRST School, operates a pioneering education to employment (E2E)
system that benefits locators, the industrial park, students, and the community.

BUILDING Key Infrastructure
Our companies are also concerned with ease of mobility and the delivery of basic
services. Thus, we are also bringing our sustainable mindset while enabling critical
economic infrastructure and utilities through our construction arm, First Balfour.
In 2018, the First Balfour group posted revenues of PHP4.8 billion and a recurring
net income of PHP190 million, contributing two percent to the Group’s RNI. The 2018
revenues were PHP469 million or 11 percent higher than last year while RNI was
slightly lower by PHP17 million or eight percent than last year’s PHP207 million.
First Balfour commenced work for landmark projects such as the Cebu-Cordova Link
Expressway, a cable-stayed bridge which will link Cebu City and Cordova, and the
Novaliches-Balara Aqueduct 4 (NBAQ4) project, an aqueduct which will deliver bulk
water to Balara to help address Metro Manila’s growing water needs. NBAQ4 is the
first of its kind in the country as it will be using a tunnel boring machine to build a 7.3kilometer aqueduct passing under Commonwealth Avenue in Quezon City. This puts
First Balfour at the forefront of developing underground tunneling expertise, which
will be helpful for larger and more complex projects such as building subway stations
and hydroelectric plants. First Balfour also ended 2018 with an order backlog for
construction projects at an all-time high of PHP11.1 billion.
PROUDLY FILIPINO MADE
2018 was also a good year for First Philec Inc. (FPI), our manufacturing arm with a
rich history of pioneering proudly Filipino made transformers.
In 2018, FPI delivered impressive growth with revenues of PHP2.3 billion, higher by
PHP280 million or 14 percent from last year, and PHP39 million or eight percent
jump in attributable RNI from PHP482 million to PHP521 million, contributing four
percent to the Group’s RNI. This reflects FPI’s success in retaining its foothold in the
electrical transformers industry.
BUILDING FOR SUSTAINABILITY
We are also strengthening our green legacy with the rebirth of the Benpres Building
as The Chronicle building. While the name harkens back to the Lopez Group’s
heritage, the new building will be a forward-looking development anchored on
sustainable technology and design principles. Once completed, The Chronicle will be
one of the most energy-efficient and water-efficient buildings in the country.
The Chronicle will be the headquarters for FPH and all its subsidiaries and is
targeted to be operationally carbon-neutral, and both LEED and BERDE certified.
LEED, which stands for Leadership in Energy and Environmental Design, is a
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program maintained by the U.S. Green Building Council and the most widely used
green building rating system in the world. BERDE, on the other hand, stands for
Building for Ecologically Responsive Design Excellence, is a local green building
rating system developed by the Philippine Green Building Council.
Ultimately, work on The Chronicle can give us a better idea on how we can apply
these green building techniques to our businesses, particularly in our real estate and
construction operations. We see the Chronicle setting the example of how energy
efficient buildings should be built in the Philippines.
DOING WELL BY DOING GOOD
Guided by the Lopez Credo, with values that focus on social justice through business
excellence and a pioneering entrepreneurial spirit, we remain committed to positive
change by challenging industry peers and key stakeholders to focus on building a
better and sustainable future for all. Without concerted action our planet is in grave
danger.
Change is slowly trickling throughout the globe. Currently, the trend is to go green,
with many of the big investors shunning dirty power, like coal, for fear of stranded
assets and public criticism.
In line with this, we are pleased to see positive developments from various key
stakeholders.
Just in February 2019, the Institute for Energy Economics and Financial Analysis
released a report highlighting over Over 100 Global Financial Institutions Are Exiting
Coal, With More to Come and that Every Two Weeks a Bank, Insurer or Lender
Announces New Restrictions on Coal.
It reports that global capital is fleeing the coal sector and that this is no passing fad.
This gives us more confidence in our big pivot to focus our resources on clean, low
carbon and renewable energy.
It is a platform that in our mind, has a long runway moving forward.
Countries globally are responding to the need to change such as Finland, Germany,
and Chile are now drawing the line on coal. In Thailand, which now currently runs on
70 percent gas, local communities and stakeholders themselves act as the “social
fence” against coal—whenever there is a coal-fired power plant being announced in
their community, they protest immediately.
Just this week, BBC reported that Britain had ts first week without without using
electricity from burning coal since the 1880s.
The government plans to phase out the UK's last coal-fired plants by 2025 to reduce
carbon emissions.
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The news article reports that as more renewables come to the system, coal-free runs
like this are going to be a regular occurrence.
This just goes to show that it can be done!
BBC also came up with an article recently that the UK needs to prepare for the worst
due to climate change. In the Philippines, we also have to prepare as well.
Unfortunately, the Philippines is considered as one of the countries that is “the last
frontier of coal” as policies have yet to be enforced for a more enabling environment
for clean and renewable energy.
While it can be painful to admit that the Philippines is not there yet, there are signs of
hope. It is worth noting that as of today, more and more local government units
(LGUs) are turning their backs on coal. In Negros Island, an executive ordinance has
been issued declaring the whole island as coal-free and powered only by renewable
energy. Elsewhere, in the beautiful town of San Juan, La Union, the municipal
council passed an ordinance declaring the town coal-free via a unanimous vote.
Others have declared a coal-free future way ahead. These include the provinces of
Bohol, Guimaras, Ilocos Norte, Masbate, South Cotabato and Ozamis City.
In closing, I’d like to leave you with more words from Greta Thunberg, in a speech
delivered at the Climate COP24 in Katowice, Poland. She said: "In the year 2078, I
will celebrate my 75th birthday. If I have children or grandchildren, maybe they will
spend that day with me. Maybe they will ask me about you, the people who were
around back in 2018. Maybe they will ask why you didn't do anything while there was
still time to act?“
Let us not wait for that time to come. When our children and grandchildren look us in
the eye and ask - why didn’t we do anything.
If the world is changing, then so should we. We can learn. We can adapt. And we
can survive. Better yet, we can find new ways to thrive.
Through our efforts as a conglomerate, we hope to inspire and encourage more
companies in the Philippines to become part of the low-carbon clean energy
movement.
We thank you, our stakeholders, for aligning with us in our desire to build a cleaner,
greener, safer, and more livable world for future generations – a world that is
powered by good.
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