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<] Maintainedl100%/representationlofitotaliworkforceliniformalljointimanagement-workerlhealthland!
safety committees that help monitor and advise on occupational health and safety programs

<] Reducedi2009lincident/accidentllevelsibylandImaintaininglzerolleveliworkirelatedifatalitieslandllost]

time injuries by continuing to:

<[ ldentifylunsafelactslandiconditionslandlinstitutingIprogramsloricontrolsitoleliminatelthem.]

<] ConductlsafetyltrainingIforinewlandlexistinglemployees!

<[ CollaboratelwiththeIDOLE-BWCIinlimplementingithelOccupationaliSafetyland!Healthl
Standards of the bureau in the work place

<] Benchmarkisafetylpracticesiwithicounterpartsiandisafetylpractitionerslinithelindustrylbyll 0
maintaining membership and direct involvement in safety organizations

<] Increasedleducation,training,icounseling,lprevention,landlrisk-controlledlprogramsliniplaceltolassistl
workforce members, their families, or community members regarding serious diseases

<] ContinueditolstrengthenicapabilitylofiallifacilitiesitoladdressTTierl1loillspillsiandlensurellndustry,
Government, and International assistance for Tier 2 and 3 oil spills through:
<] Regularltraininglofiresponselpersonnellandimanagement
<] Upgradinglofloillspilllequipment]
<] Properimaintenanceloflexistingloillspilllequipment]
<] Continuouslreviewloflalliancesiwithloillspilllresponselorganizations!

<] ConstantIpreparednessiofifrelemergencylresponselpersonnellandiequipmentithroughlithe:
<] Regulariconductlofltraininglandldrills
<] Properimaintenanceloflexistinglfrelfghting/protectionlequipment

<] EnsuredithatlthelqualityloflPetroniproductsimeetthelstringentirequirementsiofinationalland!
international bodies that regulate petroleum and allied products

<] Intensifedlresearchlandlidevelopmentlto:
<] Enhancelcurrentlproductllineslandimeeticonstantlyichangingimarket’andigovernmentl
<[ Innovatelproductsithatlareltechnicallylexcellentlandlienvironmentallylsound!
<[ Customizelproductsitolmeetithelspecifcirequirementsioficustomers

<] Providedtechnicalltrainingltolcustomersitolensurelthatitheylarelinformedlofithelbestifeaturesl 0
and application of Petron products

<] Fullylsupportedianyltechnicallandlqualitylissuesiandiconcernsioflouricustomers

<] Providedlalstructurelwhereinicustomerfeedbackicanlbele Fcientlylmanagediandiarrangelforiprocessesl
through which customer satisfaction is properly measured and monitored.

<] Ensuredithatlallimarketinglcommunications,lincludingladvertisinglandIproductIpromotions,ladherel
to the highest standards in the industry.
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PROGRESS

KEY RESULT AREA/ KEY PERFORMANCE INDICATOR

I. EDUCATION

A.Tulong Aral ng Petron, Elementary Scholarship Program

Scholars to date (started in 2002)

Completion rate (from Year 1)

Dropout rate (in percent)

Outstanding students

First honor scholars

Scholars who benefitted from the mentoring sessions

B. Tulong Aral ng Petron, High School Scholarship Program

Number of high school scholars

Number of outstanding and honor students

C. Classroom Construction and Repair

USAID-Petron Schools constructed

Classrooms built

Classrooms repaired

D. Teachers Training

Teachers/mentors/trainers/administrators trained in English/Math/
Science and in school management

Teachers trained in Petron Programang Kaakbay

High school teachers trained in Entrepreneurship (nationwide)

F. Youth in Entrepreneurship Program

Students who benefitted from the Summer on-job-training in
service stations

Students who benefitted from the mentoring by Petron employees

Il. COMMUNITY-BASED ENVIRONMENT/ LIVELIHOOD/HEALTH
PROGRAMS
A. Bataan Refinery
Areas covered by the reforestation program
Fisherfolk beneficiaries of PANGMAMALI-Petron-Limay fish
sanctuary
Propagules / seedlings planted
PBR Engineering scholars
Beneficiaries of Medical Mission
Beneficiaries of the 4-month Feeding Program/Soup Kitchen
B. Depots and Terminals
Number of depots with a community development program
Tulong Aral scholars, elementary, Pandacan, and Mindanao
Beneficiaries of 46 Soup Kitchens
6-month feeding program (number of undernourished children
benefited)
Beneficiaries of medical mission, Cebu, Laguna, Pasig, and
Pandacan
C. Guimaras
Mariculture Livelihood (Milkfish Cage Culture) in Guimaras
Fisherfolk who completed season-long training program
Household beneficiaries
Fisherfolk assisted
Education Programs:
Schools assisted
High schools with Internet connectivity
Beneficiaries of education programs

Student beneficiaries of education programs

Teachers trained in digital literacy
*Service count

5,211
3.86

1,484
191

21
81
22

482/197*

257

887*

26 hectares

112,800/22,000
9

32,766

16,544
71
154 teachers

71ES
43,429 students

6,068
78.90
1.47
389
36

300 (yr.1)

7
14
73

1,254

291/253*

170

1,140%

326 hectares

149,100/22,000
12

22
1,451

30
150
1,727

116

all 17 HS

99 ES

17 HS

21,769 students
11,039 HS students
30 teachers

2009

6,054

3.9
798
26
267

293
66

17
34
247

1,596

602*

62
100

148*

330 hectares

3,000
7,360/10,500
8

2,112
257/3,500

25
1,553
35,753

200

5,685
1,277

120
600
1,044

116

all 17 HS

99 ES

17 HS

21,545 students
11,459 HS students
42 teachers
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Points of Hope
Making A Difference in 276 Cities and Municipalities
in 68 Provinces Nationwide

CAR

Apayao . REGION II
Ber.lguet ‘i Cagayan
Kalinga - ¥ Isabela
REGIONI — Nueva Vizcaya
La Union REGION III
llocos Sur Aurora
Pangasinan o —
Bulacan
Nueva Ecija
Pampanga
Zambales
REGIONIV-A
NCR Batangas
Caloocan Cavite
Las Pifias Laguna
Makati Quezon
Malabon Rizal
Mandaluyong
Manila R]?ACI;JON \
Marikina ay
Muntinlupa Camarines Sur
Navotas Catanduanes
Parafiaque g/lasbate
Pasay orsogon
Pasig REGION VIII
Pateros Biliran
Quezon City
Taguig .4 REGION VI szm Samar
Valenzuela % Aklan = Southern Leyte
REGION IV - B A ’
B ) i Capiz %
Marinduque CufimEESs 1 E REGION XIII
Occidental Mindoro lloilo 3 Agusan del Norte
Oriental Mindoro Negros AgL.Jsan del Sur
Palawan Occidental Sur!gao del Norte
Romblon Surigao del Sur

7
REGION IX
Zamboanga del Norte [l
Zamboanga del Sur g REDGIONdXIIN
ZamboangaSibuga avao del Norte
REGION VII J 9y Davao Oriental
Bohol Davao del Sur
Cebu
Negros Oriental
Siquijor
REGION X
Bukidnon ARMM
Camiguin Basilan
Lanao del Norte Lanao del Sur REGION XII
Misamis Occidental Maguindanao Cotabato
Misamis Oriental Sulu Sarangani
Tawi-Tawi South Cotabato

Sultan Kudarat
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We are committed to
improve the quality
of life of people in our
communities and in

our workforce.

F'.
Together withour =

partners, we are able
to fuel hope within
and outside of our
business everywhere

in the country.
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Tulong Aral high school scholars gather for a leadership training program. Together with Land Bank of the Philippines, Petron supports the continued education

of 293 youths in 21 public high schools in Metro Manila.

Nurturing our communities

Fueling hope through education

For more than 10 years now, Petron Foundation has
invested in education programs based on a fundamental
premise: a quality education ushers in a lifetime of
opportunity and a way out of the clutches of poverty.

Under our banner program called Fueling H.O.PE.
(Helping Filipino children and youth Overcome Poverty
through Education), Petron achieved milestones in
sustaining and scaling up initiatives on basic education
for Filipino children and youth borne in poor families.

TULONG ARAL ELEMENTARY SCHOLARSHIP
PROGRAM. Our Tulong Aral ng Petron program,
which is now on its eighth year, focuses on a long-
term and holistic program that sends poor children to
primary and secondary schools. Its scope also extends
to the professional development of teachers and school
administrators, and the collaborative engagement of
various parent and community stakeholders.

By sending a batch of 1,000 scholars to public
elementary schools each year since 2002, Tulong
Aral tries to address some sobering statistics on the
country’s education system by improving completion
and participation rates.

As of end-2009, we have sponsored a total of 6,054
Tulong Aral ng Petron scholars who receive benefits,
including books, school supplies, uniforms, and daily
meal allowances, as well as capability building and
livelihood programs for their parents.

Our scholars, in turn, have responded positively to
the scholarship. At the end of school year 2008-2009,
389 scholars out of the total 5,979 or 6.5% were
rated “outstanding” and 36 were awarded first honors.
Of the 1,137 scholars who graduated, 128 or 11%
were outstanding and 19 students were recognized
as valedictorians, salutatorians, and first to third
honorable mention.

A key component of Tulong Aral is the Mentoring
Program. In 2009, we had a total of 183 mentors:
113 second-year students of the Ateneo de Manila
High School, and 70 first year college students from
UP Manila.

TULONGARALHIGHSCHOOL SCHOLARSHIP
PROGRAM. Petron continues to send top Tulong Aral
graduates to secondary school under the Tulong Aral
High School Scholarship Program. This partnership
among Land Bank, DepEd, and the Philippine Business
for Social Progress (PBSP) currently provides high
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school scholarships to 293 youths in 21 public schools
in Metro Manila. We shall continue to provide high
school scholarships to Tulong Aral honor graduates
from the elementary level.

USAID-PETRON SCHOOLS. Petron entered
into a partnership with the United States Agency
for International Development (USAID) for the

period 2007-2011 for the construction and repair of

classrooms in 39 municipalities in Region 9, Region
12 and the Autonomous Region of Muslim Mindanao
(ARMM). The partnership commits to construct 120
classrooms and repair 480.

To achieve this objective, we partnered with Habitat
for Humanity, and in 2009, we constructed 34
classrooms in 17 schools and repaired 150 classrooms

in 61 schools. This brings to date the number of

classrooms constructed to 48 and repaired to 192
under this cooperative agreement.

Petron’s participation in providing access to education
has a significant contribution to the peace and
development program for Mindanao, especially in
areas most affected by conflict and poverty.

TEACHER TRAINING. Petron is also in the second
phase of its cooperative agreement with the USAID
for the International Youth Foundation—Education

and Livelihood Skills Alliance (IYF-ELSA).

Through our partnership with the Notre Dame of

Marbel University, we have trained 1,596 teachers,
trainers and mentors in strengthening their capabilities
in teaching English, Math, and Science. The program

Petron’s youth entrepreneurship

" program provides avenues for the
youth to develop their business
and entrepreneurial skills, such as
on-the-job training in forecourt
operations, food service and back
office operations in Petron service
stations.

likewise included capability training of 127 school
administrators in the areas of finance, management,
and governance.

Petron Foundation also continues to partner with Sa
Aklat Sisikat Foundation (SAS) to help build a nation
of readers. SAS works with public schools all over the
country, enabling teachers to serve as advocates and
change agents, thereby motivating students to make
reading a part of their daily lives.

The fifth annual Petron Gurong Kaakbay Conference
was held in October, 2009. This was attended by 167
educators representing 53 schools from 13 regions in
the country. SAS also held six enrichment workshops,
attended for 465 teachers and principals nationwide.

ENTREPRENEURSHIP EDUCATION. Petron’s
contributions to sharing the gift of education extend to
the secondary and tertiary levels, with entrepreneurial
education as its focus.

Together with the Muntinlupa Business High School
(MBHS) and Petron Marketing Corporation (PMC),
PFI implemented the Youth in Entrepreneurship and
Leadership Development Program (YIELD) for the
fourth year. A total of 100 3rd-year MBHS students
underwent the 240-hour on-job-training on forecourt
operations and food service in five Petron COCO
stations. This brings to date a total of 267 student
beneficiaries of the YIELD program.

PFI held mentoring sessions for senior students of
MBHS, with the participation of Petron employee
volunteers and notable entrepreneurs.



PFI also collaborated with San Beda College Manila
(SBC-Manila) and the Department of Education-
National Capitol Region (DepEd-NCR) in conducting
the first Skills Enhancement Training Workshop for
Teachers of Entrepreneurship in Public Technical/
Vocational (Tech/Voc) Secondary Schools. This was
attended by 62 technical and vocational teachers
from public schools in Luzon. This new curriculum,
which was patterned after the Competency-Based
Curriculum developed by Petron for the Muntinlupa
Business High School (MBHS), piloted in 282 public
secondary schools nationwide.

Petron employees served as advisers to the Junior
Achievement Philippines Inc.’s (JAPI) mini-company
program on enterprise education, where participating
university students undergo training on business
management. The eight-month program has the
equivalent of six units in the schools’ curriculum.

INTERNET CONNECTIVITY AND THE
LIBRARY HUB. Through a partnership among
Petron Foundation, PLDT-Smart and the Philippine
Business for Social Progress, 42 elementary and
high school teachers and principals from Guimaras
completed the training on “Building Classrooms
Without Walls: Maximizing the Internet and Creating
Online Resources.”

The Petron Library Hub houses 43,691 donated
storybooks and textbooks. The Hub follows the
DepEd Library Hub concept of providing books and
resources to teachers, librarians and administrators
of several schools from a centrally located warehouse
setup.

GAWAD KALINGA-ENERGY VILLAGE II.
Petron also continues to be a leading partner in the
Gawad Kalinga (GK)-Energy Village 2 in Albay, with
25 duplex units (50 houses) completed. The Village
is located in Manumbalay, Manito, Albay and will
have 100 units. This project was a response by an
18-member consortium led by Petron and the Energy
Development Corporation (EDC) to the crisis in
Bicol brought about by Typhoon Reming in 2006.

Fueling life

Petron is also engaged in health and nutrition programs
that benefit the immediate communities of the Petron
Bataan Refinery, depots, and terminals. These programs
include putting up health centers and conducting
medical missions and medicine donations to barangay
health centers.
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do

Education

2,448 Teachers, mentors and

administrators trained
17 Sponsored schools with Internet
connectivity
116 Number of municipalities/cities
served

The Petron Community Health Center in the Pandacan
Terminal compound provides specialized health services
to augment the health care program and services of
barangay health centers for indigent families in Pandacan,
Manila.

Petron Foundation and Depot and Plant Operations also
conducted a total of 46 soup kitchens, benefiting 35,753
children and adults, mainly from barangays near our
terminals and depots.

As a parallel effort, PFI supported Caritas Manila in its
Hapag-Asa feeding program undertaking a six-month
feeding program (from August 2009 to February 2010)
for 200 undernourished children from Barangays 835
and 836 beside our Pandacan Terminal.

We contributed a total of PhP106.6 million to
various community-based programs and organizations
nationwide. This was 13% higher than the previous year’s
Ph94.1 million despite the difficult economic situation
when most companies cut back on their economic and
social investments.

Of the total amount, our CSR programs on education
accounted for 64% while those for health and
environment-related programs composed 36%.

In terms of funding sources, donations from employees
and partners in support of our Tulong Aral program
amounted to PhP1.36 million while funds raised
from employees, partners and friends for disaster relief
operations reached PhP1.18 million. Petron also received
a grant of PhP21.268 million from the United States
Agency for International Development (USAID) and
the International Youth Foundation for the classroom
construction and repair program in Mindanao and for
the capability training of teachers in Region 12.
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KEY PERFORMANCE INDICATOR

PEOPLE
Employment
Total workforce
By employment type
Permanent
Probationary
Contractual
Total number of employee turnover
Range of ratios of standard entry level wage
compared to local minimum wage at significant
locations of operation
Management-Labor Relations
Percentage of employees covered by CBA
Education and Training
Average hours of training per year per employee
Total training hours for all Petron employees

Percentage of employees receiving regular
performance and career development reviews

Engaging our people

PERFORMANCE DATA
2008 2009
1,285 1,347
1,250 1,255
35 92
N/A N/A
51 51
1.83 1.95
35 34
525 96
67,486 129,999
100% 100%

Our employees are the heart of our business. We depend on their drive, passion,
knowledge, and talents to make Petron a sustainable business entity. We place
significant importance in creating working environments where our employees can
professionally flourish, where their well-being and skills are nurtured, and where
teamnwork can thrive. We also ensure that our workforce mirrors “The Petron Way” in

the communities where we operate.

As of 2009, Petron employs 1,347 people covering our corporate office, Refinery, depots, and terminals. Full-time
permanent employees represent 93% of our workforce while probationary employees make up the balance.

Males account for 75% of our workforce, while the remaining 25% is composed of females. Being a highly technical
organization (i.e., Refinery and Operations require engineering graduates, who are usually males) means that the
job requirements in Petron fit males more than females. We view this as a challenge in enhancing diversity in our

workplace.

WORKFORCE BY GENDER

\ Middle Management
A 2008 2009

/’BE%L\ ER

ank and File

2008 2009
383 | 408

Senior Management

2008 2009
95 97

J\’\L‘
‘g

¢\

Middle Management

2008 12009
245 | 259 Rank and File
, 2008 2009
61 54

Senior Management

2008 12009
17 22
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WORKFORCE BY CATEGORY (PERMANENT VS. PROBATIONARY)

ddddd
ddadd

Full-time permanent Employees

7%

93%

Probationary Employees

Being a recognized leader in CSR, Petron ensures that it engages its internal stakeholders — its employees — in programs
that make a difference in society. Of our workforce of 1,347, 70% actively volunteer in our CSR programs.

Employee Volunteerism Table

2002-2007 2008 2009
Employee volunteers 5914* 654* 948*
Employee volunteer hours 90,966 7,197 12,195
Non-employee volunteers 23,986* 4,546* 5,279*
Non-employee volunteer hours 175,580 20,796 33,260
*Service count
Managing performance

To help develop our employees to their full potential, we provide regular performance evaluation of all our employees.
Our Human Resource Department leads initiatives in managing responsibilities, expectations, and performance.
Every member of our workforce understands the importance of meeting key performance indicators and is duly
rewarded for exemplary job performance.

Thirty-four percent of our total workforce is covered by collective bargaining agreements. The company has always
maintained open communication lines and dialogues with its employees. Proof that employees are provided freedom
and autonomy to collective bargaining, Petron has three labor unions with membership from all our locations in the

Philippines.
WORKFORCE BY AGE TURNOVER BY GENDER
2009
28%
o 39
o
30% (@)
23% 1 2
60-69 [
37
0
o
o
34% N

14
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Renowned Filipino educator Onofre
Pagsanghan discusses a point with
Petron employees in one of the regular
training programs available for them.
Employees get to enhance their business
acumen and enrich personal values
through such activities.

Retention
We were able to keep our total employee turnover at 51 in 2009, representing 4% of our total workforce. This figure

was unchanged from the previous year.

In terms of age group, we were able to improve our retention level on employees with ages 30 years and below, which
accounted for 59% of the total turnover rate in 2009 from 72% in 2008. Nearly a third of the employees who left
the company in 2009 belonged to the 31-40 age bracket compared to just 16% in 2008.

Nurturing talent and skills
Petron believes in developing our human resource through programs designed to give in-depth experience and build
skills that are crucial to our long-term success.

Ensuring that we have a winning culture requires investment in our people so that they can grow and develop
professionally within our organization. In 2009, the company logged a total of 129,999 training hours, which
translates to an average of 96 hours of training per employee. This was 83% higher than our 2008 data.

As part of our training program, Petron administers the Educational Reimbursement Program for employees who
desire to pursue undergraduate and graduate studies in accredited colleges and universities, with priority to employees
who demonstrate potential for growth in our organization. This is necessary to develop our employees knowledge
and skills and improve their business productivity. An employee must also have at least three years of continuous
service to qualify for this program.

Work-life balance programs

For 2009, we continuously promoted work life balance through three company-wide sports tournaments, two inter-
industry sports tournaments and 15 Brown Bag sessions in four locations. To foster harmonious relationships in the
workplace and promote work-life balance, we encourage bonding activities. In recognition of the varied interests of
our employees, we allow those with common interests to form their respective groups, such as the Photography Club,
Painting Club, Tenpinners Club (bowling), Himig Petron (choir), Racquet Club (badminton), Blossom Buddies
(ikebana), and Fitness Club (gym). The company supports these clubs with a modest subsidy to undertake their
activities.

Workplace policies
We have implemented policies and systems that aim to meet and go beyond legislation to make Petron a rewarding,
fair, and safe place to work for all our employees:

As a matter of policy, a college degree is required for employment in the Company. The company does not employ
child labor in any of its full-time, contractual or sub-contracted operations.
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Healthy Environment

KEY PERFORMANCE INDICATOR
HEALTH AND SAFETY

Percentage of total workforce represented in
formal joint management-worker health and safety
committees

Rates of injury, occupational diseases, lost days,
absenteeism and work-related fatalities

PERFORMANCE DATA
2008 2009
17 17
0 0

Managing individual safety and health in the workplace is every employee’s
responsibility. This responsibility is backed by our company policy to provide a safe
working environment in all our operations—from our corporate offices, refinery,
depots, terminals, as well as our distribution facilities and vehicles.

We have a formal safety committee that covers all
our production and retail facilities nationwide. This
committee represents 100% of our workforce in all
levels, from management down to rank and file.

As a means to minimize incidents at the workplace, we
conducted oversight facility audits in the Refinery as well
as in depots and terminals and 48 service stations. We
have initiated the standardization of corporate policies
and procedures, including the coordination of the
availability and updating of standard personal protective
and fire protection equipments, and the regular review
of corporate HSE manuals.

We also continued to undertake advocacy campaigns in
health and safety through the conduct of a company-
wide Fire Fighting Olympics. Employees throughout the
company are likewise encouraged to participate in the
poster-making and slogan contests as a way of promoting
the importance of health and safety.

Firefighting is among the safety exercises practiced religiously in Petron
facilities nationwide. The company also engages community members in the
same training to develop their skills and strengthen relations with them.

Specific to addressing the threat of an oil spill incident, we conducted regular drills throughout the year on various
levels: throughout the Refinery and all our facilities, as well as within the oil and energy industries as part of the
WISE (Waterborne Industry Spill Equipment) cooperative, a collective effort to provide immediate response to
Tier 1 oil spills. We also join the Philippine Coast Guard in the regular updates of Oil Spill Contingency Plans,
and coordinate regularly with national agencies such as the Department of Energy, Philippine Coast Guard, Bureau
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of Fire Prevention, as well as business groups such as the Association of Safety Practitioners of the Philippines, Inc.
(ASPPI) among others. Petron remains an active member of the Oil Spill Response Limited (OSRL), the world’s
largest global oil spill response organization.

We are proud to say that we have no significant oil spills in 2009.

In response to the concern of the spread of A(HIN1) and other contagious diseases, our Health and Safety group
took the lead in preparing Petron’s Pandemic Business Continuity Plan, which was approved by Petron management
and adopted.

Petron also makes a significant investment on safety trainings. Common activities include fire fighting and oil spill
response trainings for our colleagues and industry partners. In the Refinery alone, a total of 19,214 man hours were
devoted to training of refinery personnel, with the bulk of exercises focused on hazardous material management and
emergency response, Benzene handling, and basic fire control training in preparation for the full operation of the
new Benzene and Toluene Extraction (BTX) Unit. In addition, 1,484 man hours for contractors were conducted to
provide awareness and continuously improve safe working condition for all employees. Our Safety and Environment
section and contractors safety officers conduct a regular meeting once a month to continuously update contractors
for safety concerns and new requirements, also to monitor and discuss unsafe act and conditions in various work
areas of the Refinery.

Internal Safety Audits were also conducted to ensure compliance to safety standards.

2009 INCIDENT STATISTICS

Corplan Petron Bataan Depot and Marketing Finance TOTAL

Exec HR Refinery  Plant Operations
Minor Injury 0 5(7) 1(5) 0(1) 0 5(8)
Disabling Injury 0 0 0 0(1) 0 0(1)
Death 0 0 0 0 0 0
Vehicular Accident 0 6(1) 1(28) 0 0 6(1)
Near Miss 0 7411) 3(8) 0(3) 0 76 (14)
Fire, Flash 0 6 0 0 0 6
Fire, Minor 0 20 (1) 1(1) 0 0 21 (1)
Fire, Major 0 0(1) 0 0 0 0(1)
Oil Spill 0 2(1) 4(20) (1) 0 2(2)
Property Damage 0 0 3(0) 0 0 2
Pilferage 0 0 0(6) 0(2) 0 0(2)
Robbery 0 0 0(3) 0(3) 0 0(3)
Theft 0 0 0 0 0 0
Product Contamination 0 0 0 0 0 0

Note: Figures in () denotes contract personnel or contractor- related incident
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Depots and Terminals receive, store and distribute finished petroleum products. Keeping our depots and plant

operations safe is paramount.

Efforts by the Division in 2009 resulted in zero Lost Time Incident (LTT) and a record high of 32,962,813 man-hours
covering the whole Division. This achievement represented the total combined regular and contractual man-hours as

of the end of 2009.

2009 DEPOT anp PLANT OPERATIONS SAFETY MAN-HOURS WITHOUT LOST TIME ACCIDENT

Location

Aparri
Batangas
Calapan
San Jose
Limay
Pasacao
Palawan
Poro
Rosario
Navotas
Pandacan

Jocasp

Sub Total - Luzon
Amlan

Tacloban
Bacolod

lloilo

Isabel

Ormoc

Roxas

Tagbilaran
Mandaue
Mactan

Sub Total - Visayas
Tagoloan

Iligan

Jimenez

Nasipit
Zamboanga
Bawing

Davao
Sub Total
-Mindanao

COMBINED MAN-HOURS

2008 YTD

237,212
866,680
43,928
44,231
1,195,088
139,858
607,890
1,147,465
1,616,124
406,646
4,681,321

908,155
11,894,598
193,644
555,652
980,190
1,051,740
157,002
434,879
279,815
105,571
2,250,552
433,210
6,442,255
903,259
304,130
409,276
400,826
908,188
918,326

1,275,283

5,119,288

2009 YTD

34,104
155,424
11,321
11,745
175,905
25,701
91,378
157,412
201,670
28,111
323,570

242,800
1,459,140
29,396
142,810
128,636
143,812
29,008
58,350
47,873
16,124
509,605
52,199
1,157,813
125,014
697,330
79,132
100,967
177,466
203,372

171,055

1,554,336

Total Todate

271,316
1,022,104
55,249
55,976
1,370,993
165,559
699,268
1,304,877
1,817,794
434,757
5,004,891

1,150,955
13,353,738
223,040
698,462
1,108,826
1,195,552
186,010
493,229
327,688
121,695
2,760,157
485,409
7,600,068
1,028,273
358,547
488,408
501,793
1,085,654
1,121,698

1,446,338

6,030,711

No Lost Time
Accident Since

1993
1995
2004
2004
1992
1998
Sept. 1977
1967
1982
1993
1990

2004

1996
1994
1985
1980
1982
1981
1994
1994
1992
1993

1970
1996
1987
1983
1986
2003

1976

ATTAINED SAFETY MILESTONE FOR 2009
(SAFE-MANHOURS WITHOUT LOST TIME ACCIDENT)

Regular Regular + Contractual

1,000,000 as of Nov., 2009

5,000,000 as of
Dec., 2009
1,000,000 as of May, 2009

3,000,000 as of

Aug., 2009

200,000 as of Mar.,2009

1,000,000 as of Feb., 2009

300,000 as of June, 2009

2,500,000 as of June, 2009

1,000,0000 as of Oct., 2009

500,000 as of Dec., 2009
1,000,000 as of July, 2009
100,000 as of 1,000,000 as of May, 2009

June, 2009
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COMBINED MAN-HOURS ATTAINED SAFETY MILESTONE FOR 2009
No Lost Time (SAFE-MANHOURS WITHOUT LOST TIME ACCIDENT)
Location 2008 YTD 2009YTD TotalTodate  Accident Since Regular Regular + Contractual
Makati Opns. 92,576 4,224 532,768 3,000,000 as of Aug., 2009
Pasig Terminal 2,735,504 401,325 3,136,829 1996
San Fernando 1,131,369 64,736 1,196,105 1980
Depot 127,675 51,466 179,141 2007
Legaspi Depot
Sub-Total Gasul
Operations 3,994,548 517,527 4,512,075
500,000 as of Feb., 2009
LOW/Grease and Regular: 100,000 as of
Blending Plants - 7/6/2006 / Dec., 2009
Pandacan 468,772 354,833 823,605 Contractual:

January 1, 2005
100,000 as of Nov., 2009

Subic Additives Start of
Plant 38,496 71,353 109,849 Operation:

June 1, 2008
Total 28,050,533 5,119,226 32,962,813

The ISO 14001:2004
and 9001:2000
certified Petron
terminal in Cebu
=¥ Province’s Mandaue
1 City typifies
— = the company’s
& commitment to
excellence in all of its
w facilities nationwide.
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We have policies, quality standards, and procedures on proper receiving, SOCIAL PERFORMANCE:
loading, and transporting, including checking on the integrity of our haulers’ "
hoses to ensure that our products reach our consumers safely and without
causing harm to people and the environment.

|
We also conduct regular training sessions on safety to make defensive driving
a habit among our truck drivers. These training programs, coupled with 24 depots - received Safety

standard preventive maintenance of equipment, ensure the reliability and Milestone (SMile) Award from

continuous supply of products to our customers. Ao By af ey

Employment/Bureau of Working
(DOLE-BWC) for operating
without Lost Time Accident (LTA).

Ensuring the Highest Standards of Safety in the Refinery
The Refinery’s Integrated (Refinery Organic Personnel and Contractors)
Safety Performance Index (ISPI) is the measure of the safety performance

based on the Refinery incidence rate. It considers the combined rates of 19 accredited occupational safety
Industrial Disabling Injuries, Restricted Duty Injuries, and Motor Vehicular and health (OSH) consultant
Accidents within the Refinery. and practitioners - awarded by

the Department of Labor and
In spite of increased number of activities in the Refinery during the year due Employment/Bureau of Working

to major turnaround and construction of BTX project in the 1st quarter,
the actual ISPI is 0.23, which is better than the set maximum ISPI of 0.30.
Further, a severity rate of zero was achieved.

(DOLE-BWC) for their significant
contribution to the attainment
of zero LTA in several company

The reporting of Unsafe Acts and Conditions as part of the refinery incidents facilities.

were incorporated in 2009 statistics. Hazards and unsafe behaviors as e
identified were addressed immediately to prevent it from escalating to an _
incident/accident. With this, coupled with the trainings provided to its

contractors and personnel, safety audits and drills, the Refinery attained

486 days work or equivalent to 7,899,368 man-hours without Lost Time
Accident (LTA) since September 1, 2008.

During the year, there were 85 near-misses, 21 minor and one major fire
incidents, two incidents of property damages and three minor oil spills that
occurred. There was no fatal/ disabling/restricted injury incident occurred
in 2009. A total of 271 unsafe conditions and 114 unsafe acts were also
reported for the year.

Incident and safety data are systematically collected and incident statistics
are regularly evaluated and analyzed. We have created a facility for online
and automatic reporting of accidents to promptly provide management the
details of any incident.

In every aspect of our operations, we adhere to sets of procedures and
standards to ensure that our activities do not pose significant hazards to our
employees, the environment, and the general public.
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Incidents, Investigations, and
Actions Taken

We are fully committed to our responsibility of conducting our operational activities in
a manner that preserves the environment and protects the health and safety of all our
employees, customers, suppliers, contractors, and the general public. We believe that
safe, healthy, and environment-friendly operations are keys to the long-term success of
our business.

Despite exerting efforts to live up this commitment, we occasionally encounter incidents on our health and safety
practices. In 2009, an odor problem in our Bataan Refinery was brought to the company’s attention by concerned
residents of Limay and employees of the refinery. To address this problem, refinery management created an odor
survey team “Sniff Patrol” to conduct a survey with the surrounding community, its personnel, as well as to establish
a monitoring system inside and outside Refinery premises.

Hence, as a result of the survey, the refinery was able to identify the types of odor from the refinery. An Odor
Awareness seminar was conducted for all refinery personnel, the local government, the Multipartite Monitoring
Team (MMT) which included representatives from DENR, CENRO, PENRO, and ENRO, and members of the
affected communities — barangays Alangan and Lamao — for them to correctly report the type of odor and the times
of occurrence. The feedback generated allowed the refinery to properly institute necessary corrective actions.

At the same time, several initiatives were carried out to immediately mitigate sources of odor problem in the refinery.
These include ex-situ treatment of spent caustic, addressing the limitations of Sour Facility SWEF-2, the revamp of
existing SWF-1, SRU restoration, sludge hauling, addressing the high liquid carry-over in acid gas flare seal drum,
among others.

With the implementation of strategies for odor management, there was a significant drop of complaints from 53 in
July to zero complaints by December, 2009. The chart below shows the reduction of odor complaints received by the
refinery.
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We appreciate the efforts of the community to bring the matter to our knowledge, which allowed us to trace the roots
of the problem and institute corrective actions, as well as develop long-term strategies to further improve our health,
safety, and operational performance. We also continue to keep the lines of communication open with our community
so that we are able to prevent the recurrence of this and other unfortunate events in the future.



SPOTLIGHT a

Overcoming Ondoy

Imagine eating a bowl of hot porridge under pouring rain. It might have been a delightful experience were
itnot for the absence of a roof under your head or the comfort of eating it on your own dining table. Worse,
try eating it while your feet are soaked in mud, or while standing in pitch darkness.

For several weeks in September 2009, this became the
stark reality for nearly 30,000 victims of tropical storm
Ondoy who trooped to the 24 soup kitchens ran by
Petron employee volunteers in the flood-submerged
areas of Marikina City, Pasig City, and Laguna.

In some soup kitchen sites where electricity had yet
been restored, only gas-fed lamps called Gasulites were
the source of light. Emergency relief goods had to be
distributed from on top of dump trucks or in the middle
of the road.

While many lost their belongings in what became one
of the worst-ever natural disasters that hit the country,
many also gained something from the experience.

For Jo Pojol, Luzon Retail Manager of Petron’s Gasul
(LPG) trade, personally cooking arroz caldo on a number
of occasions and mobilizing his Team Gasul for the soup
kitchens was an opportunity to live up to the Petron way
of caring beyond bounds and service beyond duty.

Jo and his team were among the 464 Petron employees
from every division and service station dealers who
volunteered their time to Petron’s typhoon Ondoy relief
operations, which lasted for two months. Going to
schools and other relocation centers, Petron employee
volunteers tirelessly handed out soup, water, medicines,
and other basic necessities to the typhoon victims.
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.
With light coming only from gas
lamps, Petron employee volunteers
gamely distribute food and relief
items to flood-stricken victims in
Barangay Sta. Lucia, Pasig City.

Senior Vice President and General Manager Lubin
Nepomuceno mobilized all senior executives from the
company’s business units, as well as officers of Petron’s
Employee Volunteer Council. Petron Foundation
managed the company’s swift response to Ondoy and
ensured Petron’s readiness for future calamities.

Asin previous relief operations, Petron opened its network
of service stations throughout the country for motorists
to drop off relief items and donations. A total of 126
service stations collected donations that were turned over
to Petron. The company also made critical fuel products
readily available to government agencies for rescue and
relief operations.

In her report on the company’s relief operations, Petron
Foundation Executive Director Marilou Erni aptly
summed up the experience: “In spite of the challenges we
had to face in every soup kitchen and/or relief operations,
we were deeply heartened by the generosity of our
motorists, the willingness of our employees to volunteer
and most of all, the smiles on the faces of those people
who we have touched even in a small way. Indeed the
spirit of generosity and volunteerism was overwhelming,
the response was heartwarming!”

In the midst of tragedy, Petron raised the banner of hope
for thousands of Filipinos and once again gained respect
as a good corporate citizen.
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Promoting Product Responsibility

Petron operates in the context of a broader value cycle. We work with others to source

materials; package, transport and sell our products; recover and reprocess blend

components; collect and recycle the water we use. With our complex business cycle,
managing sustainability in our daily operations poses great challenge.

KEY PERFORMANCE INDICATOR
PRODUCT RESPONSIBILITY

Number of new products that meet stringent
regulatory requirements
Research and development initiatives made to
enhance product lines and meet market demands
Product innovations that are technically excellent and
environmentally sound
Customer satisfaction and training initiatives made

By collaborating closely with our business partners,
communities, and consumers, we aim to ensure
environmental and social responsibility in every product
that bears our name. We are working to close the loop
associated with our products — from product innovation
during the research and development stage, to efficient use
of energy and materials during production and transport,
to responsible product marketing and promotion.

Introducing product innovations

As part of our continuing efforts to improve our
existing product lines, we enhanced the quality level
of our fully synthetic gasoline engine lubricant Ultron
Race. The enhanced product now meets API SM—the
highest and latest quality standard for gasoline engines
licensed by the American Petroleum Institute. This
suits high-performance engines, especially those fitted
with turbochargers or operated under the most severe
conditions. The enhanced technology is capable of
extending the service life of Ultron Race by more than ten
times of the current practice using conventional product.
Thus, directionally used oil generation is significantly
reduced.

PERFORMANCE DATA
2008 2009
2 15
1 1
0 1
12 topics/ 48 sessions/ 12 topics/ 58 sessions/

964 participants 1,261 participants

We also re-launched Petron DieselMax with 2% coconut
methyl ester (CME) to comply with the Biofuels Act of
2006. DieselMax is a premium quality fuel which also
contains a multifunctional additive system for a cleaner
engine, more efficient combustion, and fuel economy.

Products such as the gasoline engine lubricant Ultron serve to provide
motorists with more efficient vehicle performance, cleaner engines and better
fuel economy.



Expanding our customer reach

From January 2009 to January 2010, we opened 200
new Petron stations across the country. This brings our
retail network count to 1,463, which remains the largest
in the country.

At the heart of our expansion program is the Micro
Filling Station (MFS). In addition to offering small- and
medium-scale entrepreneurs the opportunity to ride on
the emerging growth of their local economies, the MFS
also enables Petron to enrich communities touched by
our business. By making this quality product accessible
to rural areas, it helps in promoting livelihood and
improving the quality of living standards.

As part of our efforts to reach more Filipino households,
we also significantly increased the number of our Gasul
branch stores by nearly 30% nationwide. This enables
us to drive more branch store-to-home deliveries and
makes our various LPG products more accessible to
consumers. We also saw the continued success of our
Tawag Lang Center, which is the main contact point of

consumers for timely home deliveries in Metro Manila.

To service the ever-growing number of autoLPG users,
especially those with taxi fleets, we nearly doubled our
outlet count offering our own Xtend brand. Our Xtend
sales volumes recorded a 28% growth and we remain
the leader in this niche segment with an estimated 31%
of the total market. Over the past few years, autoLPG
has become a favored alternative automotive fuel since
it is cheaper relative to gasoline and produces lower
emissions.

We also acquired several new industrial LPG accounts
and installed additional LPG facilities in malls across
the country. Overall, our Gasul brand remains the most
preferred LPG product, with nearly 35% of the total
market in 2009.

Broadening consumer knowledge

The technical support that our Marketing and Research
and Development people have continuously provided
helped strengthen customer loyalty and continue to
build business for the company. One of these activities
is the conduct of technical training programs aimed
at informing these customers of the products that the
company offers, as well as assist them in optimizing the
use of these products in their chosen applications. These
training programs are provided free to all our product
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users. Petron’s after-sales support is also unparalleled
in the local petroleum industry. We provide after-
sales customer visits to our industrial and commercial
clients and offer varied technical services to address
technical difficulties, operational concerns, compliance
to environmental regulations, efficiency enhancements,
among others.

Ensuring customer satisfaction

To support the growth of our non-fuels business (NFBs),
we continued to partner with companies to ensure
customer delight at our service stations. There are now
over 100 food and service locators at Petron service
stations, which include Jollibee, Chowking, National
Bookstore, Starbucks, Pancake House, Goldilocks,
McDonalds, Kentucky Fried Chicken, among others.

We also established more Treats stores to cater to the
growing needs of our customers. Treats is our own brand
of convenience stores which offers a comprehensive
product assortment ranging from packaged goods,
beverages, fresh food and other products.

We rolled out several localized promotional activities to
increase service station traffic and strengthen customer
loyalty. As a result, revenues from our non-fuels businesses
remained robust, increasing by 16% in 2009 from 2008
levels.

We also continued to encourage the use of our Petron
e-Fuel Card, a prepaid card that can be conveniently
used to purchase our products and services. The card
also provides a practical way to monitor fuel expenditures
and enables cashless transactions in hundreds of Petron
service stations.

Building customer service infrastructure

To further improve customer interaction, we launched
our Petron Customer Interaction Center (PCIC)
towards the end of 2009. As one of the initiatives under
a comprehensive Customer Relationship Management
(CRM) Master Plan, the PCIC will serve as the needed
structure to deliver positive customer experience
consistently.

PCIC will initially cater to the needs of our customers in
Pandacan, Navotas and Pasig. However, we will expand
PCIC to handle inquiries, feedback, and sales orders
for the rest of Luzon and the Visayas and Mindanao
regions. At present, customers can send their feedback via
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SMS, which are handled immediately by our Customer

Interaction Specialists. Through our corporate website,
customers can also touch base with Petron.

Building on market research

In 2009, Petron commissioned various studies depending
on the specific requirements per trade. As an example, an
LPG Home Panel Study was conducted from June to
December 2009 to monitor household LPG purchases
nationwide and determine salient measures of our brand
such as penetration and loyalty.

The study revealed that while nationwide LPG sales
remained stagnant compared to the previous year,
our own brand Gasul maintained dominance over the
market. In addition, Petron as a whole (combined Gasul
and Fiesta) still enjoys strong loyalty among its users,
with a minimal number of buyers buying other brands.
A duplication analysis for the entire Philippines showed
Petron enjoying a 78% loyalty score from its customers,
slightly higher than the 2008 score.

We will continue to track these trends through conducting
several studies in 2010, including a corporate-wide Brand
Health Track; Usage, Attitude, and Imagery Studies for
Fuels (Reseller), Lubes, and LPG; and exploratory studies
on Loyalty Cards.

We continue to be guided by the results of a 2006
Customer Loyalty Study was commissioned to see how
Petron and its competitors are perceived and patronized
by the customers. In the study, Petron had an overall score
of 81% and was rated highly in the following norms:
Customer Loyalty in Philippines for the industry (74%),

Members of the Petron
Customer Interaction
Center (PCIC) get ready
to provide clients with an
avenue for inquiries and
feedback and facilitate
business concerns.

global for Petrochemical (78%) and retailing (74%).
However, these results were still short of attaining the
Best in Class index in the Philippines (90%); in Global
Petrochemical (92%) and in Retailing (88%). A similar
Customer Loyalty Study will be conducted in 2010 but
this will be focused on our Industrial accounts.

Promoting products and corporate initiatives
Petron also adheres to the highest standards of product
advertising.

The company mounts the annual Petron Lakbay Alalay,
which is now on its 24th year and holds the record for
being the longest-running motorist assistance program
conducted during the Holy Week. For this enduring
program, we developed and produced communications
materials (TV, radio, and print advertising) to promote
responsible driving and road safety.

To ensure the continued protection of the consumer
rights of our customers, all our advertising campaigns and
communications programs subscribe to the standards set
by governing bodies such as the Advertising Board of the
Philippines Ad Standards Council, and the Philippine
Association of National Advertisers. These groups
harness the various sectors of the industry to achieve
professional excellence through effective self-regulation;
and promulgate self-regulatory rules, standards, and
procedures of the advertising industry such as a Code
of Ethics. These bodies also establish, maintain, and
implement programs aimed at maximizing the growth
potential of the advertising industry and promote public
responsibility among advertising practitioners thereby
protecting the interest of the customers.
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View Forward

Over the last few years, we have attained significant successes in our efforts to make our
social and environmental agenda as robust and as comparable to our economic goals. To
this end, we have actively engaged all our stakeholders — employees, business partners,
government agencies, international and academic institutions, non-government and
people’sorganizations—in collaborative efforts. We have likewise shared our experiences
with members of the academe and the business community to further broaden our reach
and expand our impact.

We remain cognizant of our role in making a contribution to the U.N. Millennium Development Goals and
the Global Compact, so that our initiatives to enrich our communities are perfectly aligned with endeavors
that benefit the global community.

Moving forward, we commit to further our sustainability journey. We aim to make sustainability management
and reporting an integral part of how we run our business, engaging our internal and external stakeholders in
the process and guided by more specific measures of performance.

To this end, we acknowledge the observations made by our External Review Committee and resolve to maintain
initiatives where we are successful, simultaneous with instituting measures for improvement.

We will strive to attain greater financial success while at the same time effectively managing our risks. As we
do so, we will be mindful of our environmental responsibility and consciously exert greater efforts to minimize
our carbon and water footprints in all aspects of our operations.

We will likewise continue to reach out to our stakeholders through strategic, community-driven social
development programs and enhance improvement of our workforce.

We will ensure that sustainability is embraced and lived by everyone in Petron, knowing fully well that
our continued growth as a business is inextricably linked to the well-being of our community and the
environment.
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Petron Foundation

Board of Trustees and Officers

from left

JOEL ANGELO C. CRUZ
Corporate Secretary &
Compliance Officer

SUSANY.YU
Trustee

CAMILLE B. BUENAVENTURA
Trustee

JOHN B. ENCARNACION
Assistant Corporate Secretary

LUBIN B. NEPOMUCENO
Trustee

ERIC O. RECTO
Chairman and CEO

CRISTINA M. MENORCA
Controller

MARILOU G. ERNI
Executive Director

ALBERT S. SARTE
Treasurer

EMMANUEL E. ERANA
President

FREDDIE P. YUMANG
Trustee
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List of Membership in Organizations

57-75 Movement

Ad Standards Council

Advertising Board of the Philippines
American Society for Testing and Materials
American Society of Safety Engineers

Asia Society Philippine Foundation, Inc.

Association of Safety Practitioners of the Philippines, Inc.

Association of Securities Analysts of the Philippines
Bataan Coastal Care Foundation, Inc.

Boston College Center for Corporate Citizenship
Corporate Network for Disaster Response
Economic Journalists Association of the Philippines
Education and Livelihood Skills Alliance
Employers Confederation of the Philippines
Energy Council of the Philippines, Inc.

FEATT Alumni Association

Global Reporting Initiative

Information Systems and Control Association
Institute of Certified Management Accountants
Institute of Corporate Directors

Institute of Electronics and Communications Engineers
of the Philippines

Institute of Integrated Electrical Engineers

Institute of Internal Auditors — Philippines
Integrated Bar of the Philippines

International Association of Business Communicators
International Bar Association

Junior Achievement of the Philippines, Inc.
Khnights of Columbus

League of Corporate Foundations

Makati Business Club

Management Association of the Philippines
National Association of Convenience Stores (USA)
National Association of Corrosion Engineers

Oil and Gas in the Asia Pacific

Oil Spill Response Limited (OSRL)

People Management Association of the Philippines
Philippine Society of Mechanical Engineers
Philippine Association of National Advertisers
Philippine Association of Supermarkets

Philippine Business for Social Progress

Philippine Business for the Environment
Philippine Chamber of Commerce and Industry
Philippine Council for NGO Certification
Philippine Council of Deans and Educators in Business
Philippine Institute for Supply Management
Philippine Institute of Certified Public Accountants
Philippine Institute of Chemical Engineers
Philippine Institute of Petroleum

Philippine Malaysian Business Council

Philippine Records Management Association
Philippine Retailers Association

Philippine Singapore Business Council

Philippine Society for Training and Development
Philippine Society of Nondestructive Testing
Pollution Control Association of the Philippines, Inc.
Pollution Control Officers’ Association

Port Facility Security Officers Association

Public Relations Society of the Philippines

Rotary Club

Samahan sa Pilipinas ng mga Industriyang Kimika
Subic Bay Freeport Chamber of Commerce
Synergos Institute

Tax Management Association of the Philippines
UAP — Business Economics Club

United Architects of the Philippines

United Way Philippines

User of SAP in the Philippines
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Sustainability Steering Committee and
Technical Working Group, 2009

Champion Lubin B. Nepomuceno
Senior Vice President and General Manager
STEERING COMMITTEE
Chairman  Peter Paul V. Shotwell
Vice-Chair Cristina M. Menorca (economic)
Edith G. Cabrera (environment)
Marilou G. Erni (social)
Members  Lucio C. Batugal (BSSD)

Tom S. Cadiz (Marketing)

Charmaine V. Canillas (Public Affairs)

Joselito G. de Jesus (Marketing Reseller)
Wilfredo A. Galoyo (Human Resources)

Andrew S. Fortuno (Operations)

Robert E. Luz (Corplan)

Nathaniel R. Orillos (Refinery)

Antonio S. Santos (Marketing Industrial)
Wilfredo S. Toledo (Research and Development)

TECHNICAL WORKING GROUP (TWG)

Corporate Planning

Jocelyn L. Agustin
Melvin O. Alfonso
Salvador F. Ureta
Lorna M. Ojeda

Finance and Subsidiaries

Marketing

Dennis S. Janson
Florence M. Villareal
Michael L. Ordinanza

Renato G. Abundo
Ciristina C. Banogon
Rolando D. Sante
Gilbert B. Manlangit
Rodolfo R. Estrella
Kristine Marie N. Pil

Depot and Plant Operations
Roland P. Rueda
Norberto A. Quifiones
Joseph V. Nolla
Adelaido A. Ros

Bataan Refinery
Alfonso B. Alvero
Mel O. Villar
Alvin C. Gaspar

Francis F. Reotutar

Human Resources

Muriel Q. Surbano

Corporate Technical Services Group (CTSG)
Edwin G. Francisco
Nestor S. Evaristo
Gerard James L. Alan
Manuel Michael R. Pasiona

Public Affairs
Rafael R. Ledesma
Mia S. delos Reyes

Petron Foundation
Ronald Allan S. Victorino
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STATEMENT OF COMPLIANCE OF A PORT FACILITY
OFFICE FOR TRANSPORTATION SECURITY

Issued under the provisions of part B of the
INTERNATIONAL CODE FOR THE SECURITY OF SHIPS AND PORT FACILITIES
(I5PS CODE)

Thae Governmaent: of the:
Republic of the Philippines

Name of port: faciity PETRON CORPORATION

DAVAD DEPOT

KM. 9, BO, PAMPANGA

SASA, DAVAD CITY

THIS IS TO CERTIFY that the complance of this port Facility with the: provisions. of
Chapter XI-2 and part A of the International Code fior the Security of Ships and of
Port Facilties (ISPS Code) has been verified and that this port faclity operates in

Address of the port facility ©

accordance with the approved port faciity plan. Thes plan has been appeoved for
PETROLEUM OIL LUBRICANT (POL) PRODUCTS
This. Statement of Compllance of a Port Fadility is valid effective 05 January

2007 until 04 January D012 sulvlect 1o verifications. as indicated.
Essued at Pasay City, Philippines.
Duabe of Issue: 05 Jamsary 2007

USEC. CECIIO R. PENILLA
Admiriestrator

Regbic of P (Mo
DEPARTMENT OF LABOR AND EMPLOYMENT
BUREALU OF WORKING CONDITIONS
i Varsa

A VN

This

SAFETY RECOGNITION AWARD

s horeby given 1o

PETRON CORPORATION

MINDANAO DEPOTSITERMINALS
[Zamboanga, Jimenez, lligan, Tagoloan, Davas, Bawing & Nasipit)

For having attained SAFETY MILESTONE with 4,561,210
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UNIVERSITY OF
ASIA & THE PACIFIC

Assurance Statement of the
External Review Committee

General Disclosures

Petron issued its first Sustainabilicy Report (SR) in 2008, a self-declared document categorized as
a B level report under the Global Reporting Initiative (GRI) G3 Guidelines. Aiming to raise the
bar higher, the company decided the following year to engage a panel of independent experts as an
External Review Committee (ERC) to review its 2009 Sustainability Report.

Petron also entered into a partnership with the University of Asia and the Pacific (UA&P), through
its Center for Social Responsibility, which agreed to serve as the lead agency for coordinating the
ERC’s work of conducting an external assurance of Petron’s 2009 Sustainability Report.

The ERC is composed of three independent experts selected jointly by UA&P and Petron. The
Committee members were compensated individually by UA&P for the time and expertise they
contributed to conducting the external review. Petron underwrote all professional fees and out-
of-pocket expenses related to the ERC’s work, the outcome of which is the following general
statement.

The Assurance Statement expresses the views of the ERC members in their capacity as individual
experts. Aside from issuing the statement, the ERC members also submitted to Petron their individual
recommendations on the company’s sustainability initiatives.

Our Focus

We reviewed the Petron 2009 Sustainability Report based on the GRI G3 Guidelines, using the
latter’s Principles for Defining Report Content and Principles for Ensuring Report Quality as the
framework for assessing the SR.

Our Process

The ERC started its assurance review in early June 2010 and completed its work at the end of
the same month. Given the limited time period to complete the assurance, we did not verify the
accuracy of the information cited in the report, including most of the environmental performance
data. During this period, the ERC members convened seven times and conducted three site visits to
the following locations pre-selected by Petron: its Bataan oil refinery in Limay, its Mandaue terminal
in Cebu, and a company-owned and company-operated (or COCO) service station along C-5 road
in Taguig, Metro Manila. In the course of these visits, we found sufficient opportunity to speak with
company officers, employees, and selected stakeholder representatives.

In the course of these meetings and visits, we commented on the first two drafts as well as the final
version of Petron’s 2009 Sustainability Report. Petron used our comments on the drafts to refine its
final version of the SR.

Our Findings
We recognize Petron’s pioneering effort to strengthen its sustainability reporting from its B level 2008
report to a B+ level application in 2009 by, among other things, seeking external assurance.
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An assessment of its 2009 SR clearly reflects Petron’s continuing commitment to sustainability: i.e.,
its committing to understand the connection between its business goals and the economic, social and
environmental impact of its daily activities. As a result of this commitment, we noted that Petron’s
CSRrelated spending increased by 13 percent (from Php 94M in 2008 to Php 101M in 2009).
Similarly, Petron made substantial contributions to public sector inflows, particularly through the
payment of corporate taxes and royalties as well as donations. Quite significantly, we also noted the
laudable initiation and continuation of various efforts in the following performance areas: human
rights, labor practices, society, environment, and product responsibility.

On human rights and labor practices, Petron disclosed its investment in human capital formation
through work-life balance programs, its openness to collective bargaining, and the encouragement
of employee volunteerism, among others. It also demonstrated its continuing social concern through
community investments that have produced positive effects in the communities where it operates:
contributions to improving child welfare through the Petron-supported schools, increasing fish yields
to benefit marginal local fishermen, and to increasing agro-forestry productivity to benefit forest
farmers. Its reforestation of 330 hectares in Bataan and support for fish sanctuaries have highlighted
its pioneering approach to crosssector partnerships involving local communities, local governments,
and civil society organizations.

We also noted Petron’s investments in environmental management systems. The refinery and most
of the terminals and depots are certified to ISO14000, a set of international standards which
aids organizations in the continual improvement of their environmental performance, solidly
demonstrating Petron’s journey towards sustainability. We also see greater efforts on Petron’s part in
measuring its environmental footprint, particularly its initiative to make an inventory of greenhouse
gas emissions leading to a program of GHG reduction in the future as well as to monitor and
reduce its water utilization. It also appears to be adequately mindful of compliance with product
responsibility standards.

Petron’s Challenges

The ERC recognizes Petron’s current initiatives at stakeholder engagement, especially disclosure of
information on potentially adverse environmental and social impacts. Nonetheless, to continually
engage these stakeholders, especially for future sustainability reporting, it would be desirable to elicit
meaningful stakeholder inputs specific to sustainability reporting as well as expand its engagement to
include, among others, its dealers, transport contractors, and manpower suppliers. We recognize the
need, however, for Petron to maintain oversight over the outcomes of this engagement.

We observed that Petron has managed to align its sustainability strategies and goals with its business
goals. The company can push this alignment further into its corporate culture through: (a) effective
company-wide information dissemination strategies (for example, through regular kapihan dialogue,
optimal use of the company intranet, and the issuance of weekly internal bulletins, among others),
(b) utilizing and integrating GRI metrics in the company’s performance management system, and
(c) communicating the impact of its sustainability efforts to capital markets, shareholders, and other

stakeholders.

As to the process of selecting, compiling, and reporting of performance indicators, the ERC suggests
that in order to better analyze significant changes over time and any variation between reporting
periods, the materiality process in selecting these indicators must be better reflected and documented.
W also see the need for a more comprehensive application of GRI protocols in future reports so that
Petron’s performance can be benchmarked against similar data from other companies and sectors.
Also, the protocols can ensure that relevant data for assessment or decision-making by stakeholders
are adequately provided.
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Looking Forward

For two consecutive reporting periods, Petron has significantly emphasized its social and community
investments. In keeping with its drive to remain globally competitive, Petron may also benefit from complete
reporting coverage of its supply chain, accompanied by the training, support and facilitation needed to make the
sustainability initiative and GRI standards normative requirements: e.g., incorporating sustainability principles
in vendor and supplier agreements. Similar attention also needs to be directed at GRI-described disclosures
on company personnel (regular employees and contractual workers) involved in core business operations:
e.g., specifying clear policies on non-discrimination, equal opportunity and diversity, protection for whistle-
blowing.

We also recommend that Petron identify and explore the most critical and emerging issues in sustainability
reporting in its sector. For example, the company may want to consider reporting in more detail on the following
GRI areas: corruption and bribery, anti-competitive behavior, disclosure in investment and procurement
practices. Likewise, it would be useful for future reports that data on relevant performance indicators are
disaggregated according to geographic context, facility, source or type. It might also be highly informative to
see details on Guimaras, Pandacan, and other areas of operation. Finally, we recommend for future reporting
that Petron allocate a section describing its approach to sustainability reporting as well as a transition to the
GRI’s Sector Supplement for Oil and Gas when it becomes available.

Conclusion

We recognize that while this is only Petron’s second year of sustainability reporting, it has succeeded in improving
its 2008 GRI B level report to a B+ disclosure by allowing itself to undergo the rigors and challenging demands
of an external review. With this in mind, we see that the publication of Petron’s 2009 Sustainability Report as
yet another milestone in its brave journey towards sustainability.

Given the ERC’s positive experience during the external assurance review, we look forward to Petron’s
sustainability reports in the years to come. We are confident that Petron’s commitment to making further
progress in sustainability can only redound to better financial, social, and environmental performance for the
company.

Members of the External Review Committee

Olin, Loguolt. Heb?

COLIN L. HUBO f
GRI Elected Stakeholder Council lawiaging Director, Pambansang Adviser to the Board
Member, 2007-2012 Samahan sa Sikolohiyang Pilipino Philippine Business for
Vice-Chairman, Operations Committee (PSSP) [National Association for the Environment
Center for Social Responsibility Filipino Peychology]
University of Asia and the Pacific Assistant Professor

Department of Psychology

University of the Philippines, Diliman
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GRI Content Index

REFERENCE/

GRI INDICATOR AND DESCRIPTION

PAGE NUMBER

1.1  Statement from the most senior decision maker(s) of the organization 4-6
1.2 Description of the main impacts, risks and opportunities 27-28
‘2. OrganizationalProfle
2.1  Name of the organization 10
2.2 Primary brands, products, and/or services 10-11
23  Operational structure and major divisions 1
24  Location of the company headquarters Back Cover
2.5  Countries of operations Not Applicable
2.6  Nature of ownership and legal form 12
2.7  Markets served 10
2.8  Scale of the reporting organization 10-11
2.9 Significant changes during the reporting period 12
2.10 Awards and recognitions received during the reporting period 22
(3. ReportParameters
3.1  Reporting period 2
3.2  Date of most recent previous report 2
3.3  Reporting cycle 2
34  Contact point for questions about the report and its contents 3
3.5  Process for defining report content 3,7
3.6  Boundary of the report 2,7
3.7 Limitations on the scope or boundary of the report 2-3
3.8  Basis for reporting on joint ventures, subsidiaries, and other related entities 2-3
3.9 Assessment methods for data and bases for estimates in data compilation 2-3
3.10 Explanation of the effect of any re-statements of information provided in previous reports Not Applicable
3.11 Signficant changes from previous reporting period Not Applicable
3.12 GRIIndex Page 76-78
3.13 Current policy and practice dealing with external verification 3,70-75
‘4. Governance, Commitments, and Engagement
4.1  Governance structure of the organization 12-15
4.2 Indicate if the Chair of the highest governance body is also an Executive Officer 12
4.3  Number of Independent and non-executive members 12
44  Mechanisms for shareholders and employees to provide recommendations 14-15
4.5  Association between the compensation of the members of top management, high
directors and the performance of the organization including environmental and social
performance 12-15
4.6  Procedures for avoiding conflict of interest in top management 13
4.7  Procedures for determining qualifications and experience of top management for guiding
the organization in economic, environmental, and social aspects 14-15
4.8 Statement concerning missions and values implemented internally, codes of conduct
and standards for economic, environmental, and social performance, and the status of 7,14-15, 23, 26,
implementation 32-33,44-46
4.9  Procedures for top management to supervise the identification and management of the
organization’s economic, environmental, and social performance, including assessment of
risks and opportunities, as well as adherence to international level codes of conduct and
standards. 14-15
4.10 Process to assess the performance of top management, especially with respect to
economic, environmental, and social performance 14
4.11 Explanation of how the organization has adopted the precautionary principle 28,31
4.12 Externally developed economic, environmental, and social standards adopted or any other
related initiatives 26, 33,46
4.13  Listing of groups of interest included by the organization 68
4.14 List of stakeholders groups 20-21
4.15 Basis for identification and selection of stakeholders groups 13,15,17-18, 20-21
4.16 Approaches used to include interest groups, including frequency of participation
according to the type of group of interest 20, 21
4.17 Main concerns and topics raised by stakeholders and how the organizations has responded

to these concerns 15-19
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GRI Content Index

GRI INDICATOR AND DESCRIPTION

EC1

EC3
EC5

EC8

EN1
EN3
EN4
EN6

EN 8

EN 13
EN 16
EN 18
EN 20
EN 21
EN 23
EN 24

EN 26

EN 28

EN 29

EN 30

LA 1
LA2
LA 4
LA6
LA7
LA8

LA 10
LA 12

LA 13

Discussion of Management Approaches

Economic value generated and distributed, including revenues, operating costs,
employee compensation, donations and other community investments, retained
earnings, and payments to capital providers and governments.

Coverage of the organization’s defined benefit plan obligations.

Range of ratios of standard entry level wage compared to local minimum wage at
significant locations of operation.

Development and impact of infrastructure investments and services provided primarily
for public benefit through commercial, in-kind, or pro bono engagement.

Discussion of Management Approaches

Major Materials used by weight or volume.

Direct energy consumption by primary energy source.

Indirect energy consumption by primary source.

Initiatives to provide energy-efficient or renewable energy based products and services,
and reductions in energy requirements as a result of these initiatives.

Total water withdrawal by source.

Habitats protected or restored.

Total direct and indirect greenhouse gas emissions by weight.

Initiatives to reduce greenhouse gas emissions and reductions achieved.

NOx, SOx, and other significant air emissions by type and weight.

Total water discharge by quality and destination.

Total number and volume of significant spills.

Weight of transported, imported, exported, or treated waste deemed hazardous under
the terms of the Basel Convention Annex |, II, lll, and VIII, and percentage of transported
waste shipped internationally.

Initiatives to mitigate environmental impacts of products and services, and extent of
impact mitigation.

Monetary value of significant fines and total number of non-monetary sanctions for non-
compliance with environmental laws and regulations.

Significant environmental impacts of transporting products and other goods and
materials used for the organization’s operations, and transporting members of the
workforce.

Total environmental protection expenditures and investments by type.

Discussion of Management Approaches

Total workforce by employment type, employment contract, and region.

Total number and rate of employee turnover by age group, gender, and region.
Percentage of employees covered by collective bargaining agreements.

Percentage of total workforce represented in formal joint management-worker health
and safety committees that help monitor and advise on occupational health and safety
programs.

Rates of injury, occupational diseases, lost days, and absenteeism, and number of work-
related fatalities by region.

Education, training, counseling, prevention, and risk-control programs in place to assist
workforce members, their families, or community members regarding serious diseases.
Average hours of training per year per employee by employee category.

Percentage of employees receiving regular performance and career development
reviews.

Composition of governance bodies and breakdown of employees per category
according to gender, age group, minority group membership, and other indicators of
diversity.

Operations identified in which the right to exercise freedom of association and collective
bargaining may be at significant risk, and actions taken to support these rights.
Operations identified as having significant risk for incidents of child labor, and measures
taken to contribute to the elimination of child labor.

REFERENCE/
PAGE NUMBER

33,35
33,35-36
33,35-36

34-39
33,36
39-40

33,34-35
34-35,38-39

56-58

52, 54-55, 58
52,54

52-54

52-53
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GRI Content Index
GRI INDICATOR AND DESCRIPTION REFERENCE/
PAGE NUMBER

SO 1 Nature, scope, and effectiveness of any programs and practices that assess and manage

the impacts of operations on communities, including entering, operating, and exiting. 8-9,43-51
SO 5 Public policy positions and participation in public policy development and lobbying. 15
PR3 Type of product and service information required by procedures and percentage of

significant products and services subject to such information requirements. 62-63
PR5 Practices related to customer satisfaction, including results of surveys measuring

customer satisfaction. 63-64
PR6 Programs for adherence to laws, standards, and voluntary codes related to marketing

communications, including advertising, promotion, and sponsorship. 64

GRI REPORT

Report
Application Level

C C+

B+

A A+

Standard Disclosures

G3 Profile
Disclosures

G3 Management
Approach
Disclosures

G3 Performance
Indicators and
Sector Supplement
Performance
Indicators

Report on a minimum

Report on:

1.1

2.1-2.10
3.1-3.8,3.10-3.12
4.1-44,414-4.15

Not Required

of 10 Performance
Indicators, including
at least one from each
of: Economic, Social
and Environment

Report Externally Assured

Report on all criteria
listed for Level C plus:
1.2

3.9,3.13
45-4.13,4.16-4.17

Same as requirement
for Level B

Management Approach
Disclosures for Each
Indicator Category

Management Approach
Disclosures for Each
Indicator Category

Report on a minimum of
20 Performance Indicators, |
at least one from each of |
Economic, Environmental, |
Human rights, Labor, |
Society, Product

Responsibility. :
|

Report Externally Assured

Report on each core G3
and Sector Supplement*
Indicator with due regard
to the Materiality Principle
by either: a) reporting

on the Indicator or b)
explaining the reason for
its omission.

Report Externally Assured

*Sector supplement in final version
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