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Tel. Mo:, 815-8406 ; Fax No. : 817-9430. -

STATEMENT OF MANAGEMENT"S RESPONSIBILITY
: FOR FINANCIAL STATEMENTS

April 10, 2013

Securities and Exchange Commission
SEC Building
* Mandaluyong City

The management of Philcomsat Holdings Corporation is responsible for the preparation and
fair presentation of the financial statements for the years ended December 31, 2012, 2011
and 2010, including the additional components attached therein, in accordance with the
’“ prescribed financial reporting. framework indicated therein. This responsibility includes
designing and implementing internal controls relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or
error, selecting and applying appropriate accounting policies, and making accounting
estimates that are reasonable in the circumstances.

The Board of Directors reviews and approves the financial statements and submit the same
to the stockholders.
Mendoza Querido & Co., the independent auditors, appointed by the stockholders, has
examined the financial statements of the company in accordance with Philippine Standards
on Auditing, and in its report to the stockholders, has expressed its opinion on the fairness of
presentation upon completion of such examination.
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The Stockholders and Board of Directors
Philcomsat Holdings Corporation

10th Floor, Telecoms Plaza Building,
316 Sen. Gil Puyat Avenue, Makati City

'MOORE STEPHENS

Mendoza Querido & Co.
A member firm of Moore Stephens International Limi

19" Floor, The Salcedo Towers
169 H.V. de la Costa St.
Salcedo Village, Makati City 1227 Philippines
T «(G32)86THAEES
F (632) 887-1264
www.mgqc.com.ph

" PRC/BOA Accreditation No. 0966

February 20, 2012, valid until December 31, 2014
SEC Ascreditation Ne. PA=A=083-F (@roup A)
December 20, 2012, valid until Apyit 20, 2013

We have examined the financial statements of Philcomsat Holdings Corporation for year ended
December 31, 2012, on-which we have rendered the attached report dated April 10, 2013.

In compliance with SRC Rule 68, we are stating that the said Company has a total number of one
thousand one hundred -eighty four (1,184) stockholders owning one hundred (100) or more shares

each.

For the Firm: MENDOZA QUERIDO & CO.

RICHARD S. QUERIDO

Pariner '

CPA Certificate No. 84807

SEC Accreditation No. PA-A-578-A (Group A)

‘December 20, 2012, valid until April 20, 2013

TIN 102-094-633 L

BIR Accreditation No. 08-002617-2-2012,
" October 23, 2012, valid until October 22, 2015

PTR No. 3682052, January 12, 2013, Makati City

April 10, 2013




Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Philcomsat Holdings Corporation as at December 31, 2012, 201 1-and 2010, and its financial
performance and its cash flows for the years then ended in accordance with Philippine Financial
Reporting Standards.

Report on Bureau of the Internal Revenue Requirement

Our audits were conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary information on taxes, duties, license fees and schedules
prescribed under existing revenue issuances in Note 29 to the financial statements is presented for
purposes of filing with the Bureau of Internal Revenue and is not a required part of the basic financial
statements. Such information is the responsibility of management. The information has been
subjected to the auditing procedures applied in our audit of the basic financial statements. In our
opinion, the information is fairly stated in all material respects in relation fo the basic financial
statements taken as a whole.” ‘

For the Firm: MENDOZA QUERIDO & CO.

P

RICHARD S. QUERIDO

Partner:

CPA Certificate No. 84807 _

SEC Accreditation No. PA-A-578-A (Group A)

December 20, 2012, valid until April 20, 2013

TIN 102-094-633

BIR Accreditation No. 08-002617-2-2012,
*Qctober 23, 2012, valid until October 22, 2015

PTR No. 3682052, January 12, 2013, Makati City

Aprit 10, 2013

M&Q ' A membar firm of Moore Stephens International Limited Inc.



MOORE STEPHENS

Mendoza Querido & Co. .

A member firm of Mcore Stephens International Limi

19" Floor, The Salcedo Towers
169 H.V. de la Costa St.
Salcedo Village, Makati City 1227 Philippines
T {637y 8871686 '
F (632) 887-1264
www.mgc.com.ph

PRC/BOA Accreditation No. 0966

February 20, 2012, valid until December 31, 2014

BEG Accreditation No. PA-A=093-F (Group A)

December 20, 2012, valid until April 20, 2013 .

INDEPENDENT AUDITORS’ REPORT .

The Stockholders and the Board of Directors
Philcomsat Holdings Corporation

10th Floor, Telecoms Plaza Building,

316 Sen. Gil Puyat Avenue, Makati City

Report on the Financial Statements

We have audited the- accompanying financial statements of Philcomsat Holdings Corporation, which
comprise the statements of financial position as at December 31, 2012, 2011 and 2010, and the
statements of comprehensive income, statements of changes in equity and statements of cash flows

for the years then ended, and a summary of significant accounting policies and other explanatory
information. '

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Philippine Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based-on our audits. We
conducted our audits in accordance with Philippine Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expr an opinion on the
effectiveness of the entity's internal control. An audit also includes the appropriateness of
accounting policies used and the reasonableness of accounting y management, as
well as evaluating the overall presentation of the financial state ..;.j;\’;#,z\i

e ' - o
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PHILCOMSAT HOLDINGS CORPORATION

STATEMENTS OF FINANCIAL POSITION .

DECEMBER 31, 2012, 2011 AND 2010
(Amounts in Philippine Pesos)

2012 2011 -/ 2010
ASSETS
Current Assets
Cash and cash equivalents (Notes 2, 3, 4 and 5) P129,424,351 P401,428,135 P408,369,413
Short-term investments (Notes 2, 3, 4 and 6) 245,301,632 - . - -
Receivables (Notes 2, 3, 4, 7 and 25) 22,339,004 25,921,777 24,717,982
Notes receivable (Notes 2, 3, 4, 8 and 25) ‘44,305,002 - -
Due from parent company (Notes 2, 3, 4, 15, 25 and 28) - 11,851,647 180,389,594
Due from co-subsidiary (Notes 2, 3, 4, 25 and 28) 306,250 306,250 262,500
Prepayments (Note 2) . 895,041 880,781 123,550
Total Current Assets 442,571,280 440,388,590 613,863,039
Noncurrent Assets , .
Available-for-sale financial assets (Notes 2, 3, 4 and 9) 175,737,758 1 54,440,009 -
Held to maturity investments (Notes 2, 3, 4 and 10) 33,787,206 52,253,831 45,000,000
Property and equipment - net (Notes 2, 3 and 11) 26,814 92,560 166,081
Investment properties - net (Notes 2, 3 and 12) 125,242,184 129,560,880 133,879,576
Other assets (Notes 2, 3, 4 and 13) 91,681,172 89,004,987 87,813,756
Total Noncurrent Assets - 426,475,134 425,352,267 266,859,413
P869,046,414 P865,740,857 880,722,452
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable and accruals (Notes 2, 3, 4 and 14) P7,869,901 P28,550,566 P8,785,420
Due to parent company (Notes 2, 3, 4,15, 25 and 28) 7,588,913 - -
Other payables (Notes 2, 3, 4 and 16) 1,701,352 1,912,997 ' 1,808,382
Total Current Liabilities 17,160,166 30,463,563 10,593,802
Noncurrent Liability _
Deposnt for future subscnptlon (Notes 2, 3, 4, 13 and 28) 18,894,000 18,894,000 18,894,000
Eqmty :
Share capital (Notes 2, 4 and 17) 996,391,254 996,391,254

Unrealized gain on changes in fair values
of AFS financial assets (Notes 2 and 9)
Deficit (Notes 2 and 4)

15,289,098

(178,688,104)

Total Equity

832,992 24;;/ ms 383 294" )

_P869,046, 414& ’15%5; 740

"?4!

7E P880 7‘2&

See accompanying Notes to Financial Statements.




PHILCOMSAT HOLDINGS CORPORATION

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2012, 2011 AND 2010

(Amounts in Philippine Pesos)

- 2010

2012 2011
REVENUE (Notés 2 and 18) P31,253,163  P32,094,934  P27,923,395
COST OF SERVICE (Notes 2 and 19) 4,318,696 4,318,696 4,318,696
GROSS PROFIT 26,934,467  27,776238 23,604,699
GENERAL AND ADMINISTRATIVE COSTS

(Notes 2 and 20) (23,440,849)  (24,287,003)  (20,171,777)
OTHER EXPENSES (Notes 2 and 21) (1,351,205)  (38,799,900)  (7,490,239)
INCOME (LOSS) BEFORE INCOME TAX . 2,142,413 (35,310,665)  (4,057,317)
PROVISION FOR INCOME TAX

(Notes 2, 3 and 22) 129,516 233,732 173,053 -
NET INCOME {LOSS) 2,012,897  (35,544,397)  (4,230,370)
UNREALIZED GAIN ON CHANGES IN

FAIR VALUES OF AFS FINANCIAL ASSETS :

(Notes 2 and 9) : 14,596,057 693,041 -
TOTAL COMPREHENSIVE INCOME (LOSS) P16,608,954 (P34,851,356)  (P4,230,370)
INCOME (LOSS) PER SHARE (Notes 2 and 24) P0.0020 (P0.0357) (P0.0042)

See accompanying Noétes to Financial Statements.
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PHILCOMSAT HOLDINGS CORPORATION}f

STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED DECEMBER 31,2012, 2011 AND 2010

(Amounts in Philippine Pesos)

2012

2011 2010

SHARE CAPITAL (Notes 2, 4 and 17)

P996,391,254

P096,391,254 P996,391,254

UNREALIZED GAIN ON CHANGES IN FAIR VALUES
OF AFS FINANCIAL ASSETS (Notes 2 and 9)

15,289,098

693,041 =

DEFICIT (Notes 2 and 4)
Balance at beginning of year
Net income (loss) for the year

{180,701,001)
2,012,897

(145,156,604)  (140,926,234)
(35,544,397)  (4,230,370)

Balance at end of year

(178,688,104)

" (180,701,001)  (145,156,604)

TOTAL EQUITY

P832,992,248

P816,383,294 P851,234,650

See accompanying Notes to Financial Statements.
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PHILCOMSAT HOLDINGS CORPORATION

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2012, 2011 AND 2010

(Amounts in Philippine Pesos)

2012 2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) ' P2,142,413 (P35,310,665)  (P4,057,317)
Adjustments for: ‘ :
Depreciation (Notes 2, 3,11 and 12) 4,392,924 4,392,217 4,378,932
Loss on foreign exchange in AFS and HTM (Note 21) 1,042,433 - -
Loss from sale of land (Note 21) : - - 1,278,950
Income (loss) before working capital changes 7,577,770 (30,918,448) 1,600,565
Decrease (increase) in:
Short-term investments (Notes 2, 3,4 and 6) (245,301,632) - -
Receivables (Notes 2, 3, 4, 7 and 25) 3,582,773 (1,203,795) (20,488,699)
Notes receivable (Notes 2, 3, 4, 8 and 25) (44,305,002) - 15,000,000
Due from parent company (Notes 2, 3, 4, 15, 25and 28) 11,851,647 168,537,947 (174,265,334)
Due from co-subsidiary (Notes 2, 3, 4, 25 and 28) - (43,750) (50,000)
Prepayments (Note 2) (14,260) (757,231) (123,550)
Other assets ~ (129,516) (233,732) (173,053)
Increase (decrease) in: _ ' : ‘
Accounts payable and accruals (Notes 2, 3, 4 and 14) (20,680,665) 19,765,146 (3,173,051)
Due to parent company (Notes 2, 3, 4,15, 25 and 28) 7,588,913 - ' -
Other payables (Notes 2, 3, 4 and 16) (211,645) 104,615 (9,573,513)
Net cash provided by (Used in) operations (280,041,817) 155,250,752 (191,246,635)
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of available-for-sale financial assets : :
(Notes 2, 3, 4 and 9) (7,277,500)  (153,746,968) -
Retirement of held to maturity investment -
(Notes 2, 3, 4 and 10) 20,000,000 - -
Availment of held to maturity investment
(Notes 2, 3, 4 and 10) (2,000,000) (7,253,831) (15,000,000)
Proceeds from sale of land (Note 12) - — 288,070,000
Additions to property and equipment
(Notes 2, 3and 11) (8,482) - (210,527)
Payments for documentary stamps tax - - (4,321,050)
Payments for capital gains tax - - (17,284,200)
Other assets (Note 13) (2,676,185) (1,191,231) 1,840,475
Net cash provided by (used in) investing activities 8,037,833 (162,192,030). 253,094,698
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS ) (272,003,784) (6,941,278) 61,848,063
CASH AND CASH EQUIVALENTS AT
346,521,350

BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT
END OF YEAR




CASH AND CASH EQUIVALENTS AT
END OF YEAR CONSISTS OF:.

Cash on hand and'in banks | P3757,819 . P2,941,637 P826,425

Money market plaéements 125,244,815 391,900,319 398,383,068

Dollar time deposits 421,717 6,586,179 v 9,159,920
P129,424,351 P401,428,135 P408,369,413

See accompanying Notes fo Financial Statements.




PHILCOMSAT HOLDINGS CORPORATION

NOTES TO FINANCIAL STATEMENTS

1.. General

Philcomsat Holdings Corporation (the Company) was incorporated on May 10, 1956 with- the
primary purpose of embarking in the discovery, exploration,” development-and exploitation of
mineral oils, petroleum in ifs natural state, rock or carbon oils and other volatile mineral
substance and-with the secondary purpose of engaging in the business of mining in general. The
Company ceased oil and mining operations in 1992. ' :

On July 23, 1997 the Securities and-Exchange Commission (SEC) approved the amended
Articles of Incorporation of the Company consisting of a) change in its primary purpose from a
mining company to a holding company and revision of its secondary purpose clauses; and b)
change of the corporate name from Liberty Mines, Inc. to Philcomsat Holdings Corporation. On
September 12, 1997, the SEC approved the declassification of its common stocks into one class
and the change of its par value from P0.01 to P1.00 per share. On May 9, 2006, the SEC
approved the extension of corporate life for another fifty (50) years. ’

The Company is 81% owned by Philippine Communications Satellite Corporation (Philcomsat), a
company incorporated in the Philippines. The ultimate'ho_lding company is Philippine Overseas
Telecommunications Corporation, also incorporated in the Philippines.

The Company's original 60 million shares are listed and traded in the Philippine Stock Exchange
(PSE). . The 940 million shares were registered with SEC on August 31, 2000 but deemed
abandoned for listing by the PSE on August 31,-2001. -Any reapplication filed by the Company for
the unlisted shares shall be treated as new application.

The Company started operations as a holding company on January 1, 2000. lts operations
-consist primarily. of leasing its condominium unit and its motor vehicles in connection with
company-financed car assistance program of Philcomsat for the latter's officers and directors.

The Company also derive its income on its money market placements and bank deposits.: '

The registered address of Philcomsat Holdings Corporation is at 10th Floor, Telecoms Plaza
Building, 316 Sen. Gil Puyat Avenue, Makati City. The Company does not have any regular
-employees. The accounting and management services are under the management of Philippine
Communications Satellite Corporation.

The Board' of Directors authorized ‘the financial statements for the year ended December 31,
2012 fqr:issue on April 10, 2013.

2. Basis of Preparation, Statement of Compliance and Summary of Significant Accounting

Policies - 4
, ' D
Basis of Preparation . ‘ w 2 .
_ The accompanying financial statements of the Company have e repareg? fair \{alue
measurement. The financial statements are presented in Philipp e fBso, which ,LLQCtIOﬂal

and presentation currency underthe Philippine F_i'nancial Repofj { .Sﬁa\nd (PFRS) ",‘i@/\é@l}les
are rounded to the nearest peso except as otherwise indicated. '-4?539??/2‘; < ) : ,\\\06;";:\\‘

FER S
; \*_.r.




Statement of Comphance

The accompanying financial statements have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS). The term PFRS, in general, includes all applicable
PFRS, Philippine Accounting Standards (PAS) and Interpretations issued by former Standing
Interpretations Committee, the Philippine Interpretations- Committee and the International
Financial Reporting Interpretations Committee "(IFRIC), which have been approved by the
Philippine Financial Reporting Standards Council and adopted by the Philippine SEC.

Accounting Policies Adopted v

The following accounting standards, amendments and interpretations to exrstmg standards that
have been published by the International Accounting Standards Board (IASB) and adopted by the
Financial Reporting Standards Council (FRSC) which became effective for accounting penods
begmnmg on or after January 1, 2006 were adopted by the Company:

PFRS 1
PFRS 1 (Revised)
PFRS 1 (Amendments)
PFRS 1 (Amendments)

PAS 1 .
PAS 1 (Revised)
PAS 1 (Amendments)
PAS 7
PAS 8
PAS 10
PAS 12
PAS 16
PAS 17
PAS 18
PAS 21
. PAS 24
PAS 24 (Revised)
PAS 32
PAS 32
PAS 33
PAS 36
PAS 37
 PAS 39 ‘
PAS 39 (Amendments)

PAS 39’ (Amendments)
PAS 39 and PFRS 7
PAS 40

First-time Adoption.of Philippine Financial Reporting Standards
First-time Adoption of Philippine Financial Reporting Standards
Additional Exemptions for First-time Adopters :
Limited Exemption from Comparative PFRS 7 Disclosures for
First-time Adopters

Presentation of Financial Statements

Presentation of Financial Statements

Capital Dislosures

Statement of Cash Flows

Accounting Policies, Changes in Accounting Estimates and Errors
Events After the Reporting Perlod

Income Taxes

Property, Plant and Equipment

Leases '

Revenue

The Effects of Changes in Forelgn Exchange Rates

Related Party Disclosure

Related Party Disclosure.

Financial Instruments: Disclosures and Presentation

Financial Instruments: Presentation

Earnings Per Share

Impairment of Assets

Provisions, Contingent Liabilities and Contingent Assets

" Financial Instruments: Recognition and Measurement’

Transition and Initial Recognition of Financial Assets and Financial
Liabilities

The Fair Value Optnon

Reclassification of Financial Assets

investment Property
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These new standards, amendments and interpretations prescribe new accounting measurement
and disclosure requirements applicable to the Company. When applicable, the adoption of the
new standards was made in accordance with the transitional provisions of the standards,
otherwise the adoption of the new standards is accounted for as change in accounting policy
under PAS 8: “Accounting Policies, Changes in Accounting Estimates and Errors”. The effects
of these new standard, amendments and interpretations on the Company’s accounting policies
and on the amounts disclosed in the financial statements are summarized as follows: '

PFRS 1, “Firsi-time Adoption of Philippine Financial Reporting Standards”, applies to an entity
that presents its first PFRS financial statements and sets out ground rules that an entity needs to

~ follow when it adopts PFRS for the first time as the basis for preparing its general-purpose

financial statements. In other words, it applies to all those entities that present for the first time -
their financial statements under PFRS. The Standard refers to such entities as “First-Time
Adopters of PFRS”.

PFRS 1 (Revised), “First-time Adoption of Philippine Financial Reporting Standards”, the revised
version has an improved structure but does not contain any technical changes. The revised IFRS
1is effective from 1 July 2009. At its December 2008 meeting, the IASB decided to change the
effective date of revised IFRS 1 from the initial effective date of 1 January 2009 to 1 July 2009.
The amendment corrects a potential technical problem arising from the interaction of IFRS 1 and
the revised IFRS 3, Business Combinations, and.amended 1AS 27, Consolidated and Separate
Financial Statements, both published in January 2008.

Amendments to PFRS 1, "First-time Adoption of Philippine Financial Reporting Standards —
Additional Exemptions for First-time ‘Adopters”, address the retrospective application of IFRSs to
particular situations and are aimed at ensuring that entities applying PFRSs will not face undue
cost or effort in the transition process. The amendments:

- exempt entities using the full cost method from retrospective application of PFRSs for oil and
gas assets.

- exempt entities with existing leasing contracts from reassessing the classification of those
contracts in accordance with IFRIC 4, Determining whether an Arrangement contains a Lease
when the application of their national accounting requirements produced the same result.

‘Amendment to PFRS 1, "First-time Adoption of Philippine Financial Répon‘ing Standards —

Limited Exemption from Comparative PFRS 7 Disclosures for First-time Adopters"”, relieves first-

" time adopters of IFRSs from providing the additional disclosures introduced in Amendments to
* PFRS 7, Improving Disclosures about Financial Instruments . it thereby ensures that first-time

adopters benefit from the same transition provisions that Amendments to PFRS 7 provides to
current'PFRS preparers. Additionally, the amendment to PFRS 1 clarifies the IASB’s conclusions
and intended transition for Amendments to PFRS 7.

PAS 1, “Presentation of Financial Statements”, provides a framework within which an entity
assesses how to present fairly the effects of transactions and other events. It provides the criteria
for classifying liabilities as current or noncurrent, prohibits the presentation of items of income
and expense as extraordinary items, specifies disclosures about the judgments made by
management in applying accounting policies, the key sources of estimation uncertainty at the
balance sheet date that have significant risks.



AN

-4 -

PAS 1 (Revised), “Presentation of Financial Statements’, introduces a new statement of
comprehensive income that combines all items of income and expenses recognized in the profit
or loss together with 'other comprehensive income' (OCI). Entities may choose to present all
items in one statement, or to present two linked statements, a separate statement of income and
a statement of comprehensive income. This revision also requires additional requirements in the
presentation of the balance sheet and statement of changes in equity as well as additional
disclosures to be included in the financial statements.

Amendments to PAS 1, "Presentation of Financial Statements — Capital Disclosures”, adds
requirements for all entities to disclose the entity's objectives, policies and processes for
managing capital; quantitative data about what the entity regards as capital; whether the entity
has complied with any capital requirements; and if it has not complied, the consequences of such
non-compliance. These disclosures provide information about the level of an entity’s capital and
how it manages capital, which are important factors for users to consider in assessing the risk
profile of an entity and its ability to withstand unexpected adverse events.

PAS 7, “Statement of Cash Flows”, requires the provision of information about the historical
changes in cash and cash equivalents of an entity by means of a cash flow statement which
classifies cash flows during the period from operating, investing and financing activities. '

PAS 8, “Accounting Policies, Changes in-Accounting Estimates and Errors”, eliminates the .
concept of fundamental error and the allowed alternative to retrospective application of voluntary

“changes in accounting policies and retrospective restatement to correct prior period errors. The

standard defines material omissions and misstatements and describes how to apply the concept
of materiality when applying accounting policies and correcting errors.

PAS 10, “Events After the Reporting Period”, clarifies that dividends declared after statement of
financial position date are not to be recognized as a liability at the statement of financial position
date. :

 PAS 12, “Income Taxes”, the objective of the standard is to prescribe the accounting treatment

for income taxes. -

PAS 16, “Property, Plant and Equipment”, prescribes the accouhting treatment for property, plant
and equipment and related disclosure requirements. The Standard contains a limited revision to

_provide additional guidance and clarification on recognition and measurement of items of

property, plant and equipment. [t provides guidance on initial and subsequent recognition as well

© as measurement after recognition. It requires depreciation for each significant part of an item of

property, plant and equipment. The standard also provides guidance on the determination of the
carrying “amount of the assets, the residual value, depreciation period and derecognition
principles to be observed.

PAS 17, “Leases”, provides limited revision to clarify the'classiﬁcation of a lease of land and
buildings and prohibits expensing of initial direct costs in the financial statements of lessors.

PAS 18, “Revenue”, provides additional guidelines as to the timely recognition of revenue, which
is measured at the fair value of the consideration received or receivable.

PAS 21, “'fhe Effects of Changes in Foreign Exchange Rates . requirgs the company to
determine its functional currency and measure its results and financial position in that. currency.
Translation procedures are specified when the presentation currency used for reporting differs

from company's functional currency. :
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PAS 24, “Related Party Disclosures”, provides additional guidance and clarity in the scope of the
Standard, the definitions and the disclosures for related parties. It requires disclosure of the
compensation of key management personnel.

PAS 24 (Revised), "Related Party Dlsclosures" the revised standard amends the deﬂnrtron of a
related party and modifies certain related party disclosure requirements for government -refated
entities..

,PAS 32, “Financial Instruments: Disclosures and - Presentation”, which prescribes the

requirements for the presentation of financial instruments and identifies the information that
should be disclosed about them. The presentation requirements apply to the classification of
financial instruments, from the perspective of the issuer, into financial assets, financial liabilities
and equity instruments; the classification of related interest, dividends, losses and gains; and the
circumstances in which financial assets and financial liabilities should be offset. The standard
requires disclosure of information about factors that ‘affect the amount, timing and certainty of an
entity’s future cash flows relating to financial instruments and the accounting policies applied to
those instruments.

This standard also requires disclosure of information about the nature and extent of an entity’s -
use of financial instruments, the business purposes they serve, the risks associated with them,
and management policies for controlling those risks.

PAS 33 “Earnings Per Share”, prescribes the principles for the determination and presentation
of earnings per share, 50 as to improve performance comparison between different entities in the
same reporting period and between different reporting periods for the same entity. Even though
earnings per share data have limitations because of the different accounting policies that may be
used for determining “earnings”, a consistently determined denominator enhances financial
reporting. The focus of this standard i is on the denominator of the earnings per share calculation.

PAS 36, “Impairment of Assets” prescrrbes the procedures that an entity applies to ensure that
its assets are carried at no more than their recoverable amount if its carrying amount exceeds
the amount to be recovered through ‘use or sale of the asset. If this is the case, the asset is
described to be impaired and the standard requires the entity to recognize an impairment loss.
The standard also specifies when an entity should reverse an impairment loss previously
recognized. The revised standard clarifies the elements that should be reflected in the

. calculation of an asset’s value in use. PAS 36 prescrlbes the frequency of impairment testing for
intangible assets. : :

PAS 37, “Provisions, Contingent Liabilities and Contingent Assets”, ensures that-appropriate
reoognmon criteria and measurement basis are applied to provisions, contingent liabilities and
contingent assets and that sufficient information is. disclosed in the notes to financial statements
to enable users to understand their nature timing and amount.

PAS 39, “Financial Instruments: Recognition and Measurement”, which prescrrbes the principles
for recognizing, measuring, and disclosing information about financial assets and financial
liabilites. PAS 39 supplements the disclosure provision of PAS 32, Fmancral Instruments:
Disclosures and Presentation. '
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Amendment to PAS 39, "Financial Instruments: Recognition and Measurement — Transition and
Initial Recognition of Financial Assets and Financial Liabilities", the amendment provides
transitional” relief from retrospective application of the ‘day 1' gain and loss recognition
requirements by allowing entities to adopt a transition option that is easier to implement than that
in the previous version of PAS 39. It gives entities a choice of applying the ‘day 1" gain or loss
recognition requirements in PAS 39: (a) retrospectively (as current required by PAS 39); (b)
prospectively to transactions entered into after October 25, 2002; or (c) prospectively to
transactions entered into after January 1, 2004. '

Amendments to PAS 39: "Financial Instruments: Recognition and Measurement — The Fair
Value Option”, the IASB revises the fair value option by limiting its use to those financial .
instruments that meet certain conditions. The conditions that are required to be met under. the
amendments are: where such designation eliminates or significantly reduces’ an accounting
mismatch, when a group of financial assets, financial liabilities or both are managed and their
performance is evaluated on a fair value basis in accordance . with ‘2 documented Trisk
management or investment strategy, and when an instrument contains an embedded derivative
that meets particular conditions.

Amendments to ‘PAS 39 and PFRS 7, "Financial Instruments: Recognition and Measurement,
and Financial Instruments: Disclosures — Reclassification of Financial Assets”, permit an entity
to:

+ reclassify non-derivative financial assets (other than those designated at fair value through
profit or’loss by the entity upon initial recognition) out of the fair value through profit or loss
category if the financial asset is no longer held for the purpose of selling or repurchasing it in

~ the near termin partlcular circumstances. _

« transfer from the available-for-sale category to-the Ioans and receivables category a financial
asset that would have met the definition of loans and receivables (if the financial asset had not
been designated as available for sale), if the entity has the intention and abmty to hold that
financial asset forthe foreseeable future

PAS 40, "Investment Properties", prescribes the accounting treatment for investment properties
which is defined as land and/or building held to generate rental income for capital appreciation or
both. ' :

_All of the above standards including those new and amended standards and interpretations not

enumerated above, which applicable to the Company and becomes effective on or before
+ January 1, 2012, are consistently adopted with those of the previous: financial year, except
otherwise stated. -



" Improvements to PFRSs
The following are the interpretations and improved standards that are effective as of 2012 which
may eithér some are relevant to the Company's operations but did not have significant impact on
the financial statements: '

* Improvements fo PFRSs 2008

Improvements to PFRSs 2008 discuss 35 amendments and are divided into two parts:
a) Part | includes 24 amendments that result in accounting changes for presentation,
recognition or measurement purposes; and b) Part Il .includes 11 terminology or editorial
amendments that the International Accounting Standards Board (IASB) expects to have either
no or only minimal effects on accounting.  The adoption of these improvements did not have
any significant impact on the Company’s financial statements upon its adoption in January 1,
2009. ‘

* |mprovements to PFRSs 2009

Improvements to PFRSs 2009 contain 15 amendments to 12 standards. In particular the
amendments to PAS 17, Leases, may affect the classification of leases of land and buildings,
particularly in_jurisdictions in which such leases often are for a long period of time. The
amendments are generally effective for annual periods beginning on or after January 1, 2010.
These improvements and amendments did not have any significant impact on the Company’s
financial statements upon its adoption in January 1, 2009 and 2010.

* Improvements fo PFRSs 2010

~ Improvements to PFRSs 2010 contain 11 amendments to 6 standards and 1 interpretation.
The improvements include amendments to PFRS 3, PAS 1 and transition to requirements for
amendments to PAS 21, PAS 28 and PAS-31 made as a result of PAS 27 (revised) which are
effective on or after July 1, 2010. 1t also include amendments to PFRS 1, PFRS 7, PAS 34
and Philippine Interpretation IFRIC-13 which are all effective on or after January 1, 2011.
These amendments are not expected to have any significant impact on the Company’s
financial statements upon its adoption on calendar years beginning January 1, 2010 and 2011.

Changes in Accounting Policies
‘The following are the amended standards that are effective and adopted as of 2012 for it is
relevant to the Company's operations, however, did not have significant impact on the financial

¢ statements:

« PAS 1, Financial Statement Presentation — Presentation of ltems of -Other Comprehensive
income (OCl) (Amendments), will become effective for annual periods beginning on or after
July 1, 2012. The amendments to PAS 1 change the grouping of items presented in OCI.
items that could be reclassified (or "recycled”) to profit or loss at a future point in time (for
example, upon derecognition or settlement) would be presented separately from items that will

never be reclassified.
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» PAS 12, Income Taxes (Amendment) — Deferred Tax: Recovery of Underlying Assets, will
become effective for annual periods beginning on or after January 1, 2012. It clarifies the
determination of deferred tax on investment property measured at fair value. The amendment
introduces a rebuttable presumption that deferred tax on investment property measured using
the fair value model in PAS 40, Investment Property, should be determined on the basis that
its carrying amount will be recovered through sale. Furthermore, it introduces the requirement
that deferred tax on non-depreciable assets that are measured using the revaluation model in
PAS 16, Property, Plant and Equipment, always be measured on a sale basis of the asset.

Future Changes in Accounting Policies : ,

The following are the new and amended standards, interpretations and improvements that are
not yet adopted. The Company will assess if these are applicable and relevant to the Company’s
operations. The Company intends to adopt when applicable and become effective. The Company
does not expect the adoption of these to have a significant impact on the financial statements.

Effective 2013

"+ PAS 19 (Amended), "Employee Benefits” (effective on or after January 1, 2013), range from

fundamental changes such as removing the corridor mechanism and the concept of expected
returns on plan assets to simple clarifications and rewording. )

¢ PAS 27 (Revised), “Separate Financial Statements” (effective on or after January 1, 2013),
has been revised as a result of issuance of PFRS 10, 11, and 12. The revised Standard -
provides the accounting and disclosure requirements for investment in subsidiaries, joint
ventures and associates when an entity prepares separate financial statements and requires

_ an entity preparing separate financial statements to account for those investments at cost orin
accordance with PFRS 9. This Standard is issued concurrently with PFRS 10 and together,
the two PERS will supersede PAS 27 (as amended in 2008). Earlier application is permitted
provided that PFRS 10, 11, 12 and PAS 28 (as amended in 2011) are applied simultaneously
and with additional disclosure of the fact. :

+ PAS 28 (Revised), “Investments in Associates and Joint Ventures” (effective on or after
January 1, 2013), as a consequence of:the new PFRS 11, Joint Arrangements and PFRS 12,
PAS 28 has been renamed PAS 28, "Investments in Associates and Joint Ventures"”, and
describes the application of the equity method .to investments in joint ventures in addition to
associates.

* » PFRS 1 (Amendments), "First-fime Adoption of Philippine Financial Reporting Standards —

Government Loans" (effective on or after January 1, 2013), the amendments add an
exception to the retrospective application of PFRSs. First-time adopters: are required to apply
the requirements in PFRS 9, Financial Instruments (If PFRS 9 is not yet adopted, references
to PERS 9in the amendments shall be read as references to PAS 39, Financial Instruments:
Recognition and Measurement.) and PAS 20, Accounting for Government Grants and
Disclosure of Government Assistance prospectively to government loans existing at the date
of transition to PFRSs. However, a first-time adopter may apply the requirements of PFRS 9
and PAS 20 to government loans retrospectively if it has obtained the necessary information

" to do so. )
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+ PFRS 7, “Financial instruments: Disclosures - Offsetting Financial Assets and Financial
Liabilities” (to be retrospectively applied for annual periods beginning on or after January 1,
2013), these amendments require an entity to disclose information about rights of set-off and
related arrangements (such as collateral agreements). The new disclosures are required for
all recognized financial instruments that are -set off in accordance with PAS 32. These
disclosures also apply to recognizéd financial instruments that are subject to an enforceable
master netting arrangefent or ‘similar agreement’, irrespective of whether they are set-off in

* accordance with PAS 32. The amendments require entities to- disclose, in a tabular format
unless another format is more appropriate, the following minimum quantitative information.
This is presented separately for financial assets and financial liabilities recognized at the end
of the reporting period: ' - '

a) The gross amounts of those recognized financial assets and recognized financial liabilities;
b) The amounts that are set off in accordance with the criteria in PAS 32 when determining
the net amounts presented in the statement of financial position;

¢) The net amounts presented in the statement of financial position;

d) The amounts subject to an enforceable master netting arrangement or similar agreement
that are not otherwise included. in (b) above, including: (i) Amounts related to recognized
financial instruments that do not meet some or all of the offsetting criteria in PAS 32; and

(i) amounts related to financial collateral (including cash collateral); and

e) The net amount after deducting the amounts in (d) from the amounts in (c) above.

» PFRS 10, “Consolidated Financial Statements” (effective-on or after January 1, 2013),
replaces the portion of PAS 27, "Consolidated and Separate Financial Statements” that
addresses the accounting for consolidated financial statements. It also includes the issues

. raised in SIC-12, "Consolidation - Special Purpose Entities”. PFRS 10 establishes a single
control model that applies to all entities including ‘special purpose entities. The changes
introduced by PFRS 10 will require management to exercise significant judgment to determine

- which entities ‘are controlled, and therefore, are required to be consolidated by a parent,
compared with the requirements that were in PAS 27.

« PFRS 11, "Joint Arrangements” (effective on or after January 1, 2013), replaces PAS 31,
"Interests in Joint Ventures” and SIC-13, "Jointly-controlled Entities - Non-monetary
Contributions by Venturers”. PFRS 11 removes the option to account for jointly controlled
entities (JCEs) using' proportionate consolidation. Instead, JCEs that meet the definition of a
joint venture must be accounted for using the equity method.

© « PERS 12, "Disclosure of Interests with Other Entities" (effective on or after January 1, 2013),
includes all of the disclosures that were previously in PAS 27 related to consolidated financial
stafernents, as well as all of the disclosures that were previously included in PAS 31, Interest
in Joint Ventures and PAS 28. These disclosures relate to an entity's interests in subsidiaries,
joint arrangements, associates and structured entities. A number of new disclosures are also
required.

« PFRS 13, "Fair Value Measurement” (effective on or after January 1, 2013), establishes a
single source of guidance under PFRS for all fair value measurements. PFRS 13 does not
change when an entity is required to use fair value, but rather provides guidance on how t.o
measure fair value 'under PFRS when fair value is required or permitted. The _G_roup is
currentlyf'és'sessing the impact that this standard will have on the financial position and

- performance.
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* Philippine Interpretation IFRIC 20, "Stripping Costs in the Production Phase of a Surface
Mine" (effective on or after January 1, 2013), applies to waste removal costs that are incurred
in surface mining activity during the. production ;phase of the mine (“production stripping
costs”) and provides guidance on the recognition of production stripping costs as an asset and
measurement of the stripping activity asset. o

+ The Annual Improvements to PFRS (2009 to 2011 cycle) contain non—urgeﬁt but necessary
amendments to PFRS. These amendments are effective for annual periods beginning
January 1, 2013 and are applied retrospectively. Earlier application is permitted.

PFRS 1, “First-time Adoption of PFRS - Borrowing Costs”

The amendment clarifies that, upon adoption of PFRS, an entity that capitalized borrowing
costs in accordance with its previous generally accepted accounting principles, may carry
forward, without any adjustment, the amount previously capitalized in its opening statement of
financial position at the date of transition. Subsequent to the adoption of PFRS, borrowing
costs are recognized in accordance with PAS 23, “Borrowing Costs”. The amendment does
not apply to the Company as it is not a first time adopter of PFRS.

PAS 1, “Presentation of Financial Statements - Clarification of the Requirements for
Comparative Presentation” -

The amendments clarify the requirements for comparative information that are disclosed
voluntarily and those that are mandatory due to retrospective application of an accounting
policy, or retrospective restatement or reclassification of items in the financial statements. An

. entity must include comparative information in the related notes to the financial statements
when it voluntarily provides comparative information beyond the minimum required
comparative period. The additional comparative period does not need to contain a complete
set of financial statements. On the other hand, supporting notes for the third balance sheet
(which are mandatory when there is a retrospective- application of an accounting policy, or
retrospective restatement or reclassification of items in the financial statements) are not
required. The amendments will affect disclosures only and will have no impact on the
Company’s financial position or performance. ' '

" PAS 16, “Property, Plant and Equipment - Classification of Servicing Equipment”

The amendment clarifies that spare parts, stand-by equipment and servicing equipment
should be recognized as property, plant and equipment when they meet the definition of
property, -plant and -equipment and should be recognized as inventory if otherwise. The
améndment will not have any significant impact on the Company’s financial position or
performance. v ' :

: PAS 32, “Financial Instruments: Presentation - Tax Effect of Distribution to Holders of Equity
Instruments”

The amendment clarifies that income taxes relati,,ng' to distributions to -equity ho!de'rs and to
transaction costs of an equity transaction are accounted for in accordance with PAS 12,

“Income j“axes”.'T'he Company expects that this amendment will not have any impact on its
financial position or performance. ’
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PAS 34, “Interim Financial Reporting - Interim Financial Reporting and Segmeht

The amendment clarifies that the total assets and liabilities for a particular reportable segment
need to be disclosed only when the amounts are regularly provided to the chief operating
decision ‘maker and there has been a material change from the amount disclosed in the
entity’s previous annual financial statements for that reportable segment. The amendment will
affect disclosures only and will have no impact on the Company’s financial position. or
performance. '

Effective 2014

» PAS 32, "Financial Instruments: Presentation - Offsetting Financial Assets and Financial
Liabilities" (to be retrospectively applied for annual periods beginning on or after January 1,
2014), clarifies the meaning of “currently has a legally enforceable right to set-off” and also
clarifies the application of the PAS 32 offsetting criteria to settlement systems (such as central

. clearing house systems) which apply gross settlement mechanisms that are not simultaneous.
While the amendments are expected not fo have any impact on the net assets of the Group, '
any changes in offsetting is expected to impact leverage ratios and regulatory capital
requirements. ' ‘

Effective 2015

« PFRS 9, "Financial Instruments: Classification and Measurement” (effective on or after
January 1, 2015), reflects the first phase on the replacement of PAS 39 and applies to the
dassiﬁcation and measurement of financial assets and financial liabilities as defined in PAS

©39. In subsequent phases, hedge accounting and impairment of financial assets will be

" addressed with the completion of this project.

The Company has made an evaluation of the impact of the adoption of this standard. The

Company decided not to early adopt PFRS 9 for the 2012 reporting ahead of its effectivity date
“on January 15, 2015, therefore, the financial statements as -at and for the year ended

December 31, 2012 do not reflect the impact of the said standard. '

Only financial assets and liabilities will be affected by the standard and based on this
evaluation, loans and receivables (consisting of cash and cash equivalents, short-term
investments, receivables, notes receivable, due from co-subsidiary and time deposit with BP1),
held to maturity investments, and financial liabilities -(consisting of accounts payable and
accruals, other payables, with the exemption of statutory payables and due from parent
company), which are carried at amortized cost will- not be significantly  affected. Upon
adoption, these financial instruments shall continue to.be carried at their amortized cost, thus,
will Have no significant financial impact to the Company's financial position and performance.
For the Company's available-for-sale financial assets which are composed of equity and debt
instruments carried at fair value, the Company. plans to classify these items at fair value
through other comprehensive income and will continue to measure these investments at fair
value to be presented in other comprehensive income, thus, this has no significant financial
impaét to the Company's financial position and performance. The Company shall revisit this
assessment in fiscal year 2013. '

The Corr{pafny shall conduct another impact evaluation in 2013 using the financial statements
as at and fpr the year ended December 31, 2012.
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‘Effective date to be determined

« Philippine Interpretation IFRIC 15, "Agreements for the Construction of Real Estate" covers
accounting for revenue and associated expenses by entities that undertake the construction of
real estate directly or through subcontractors. The. interpretation requires that revenue on
construction of real estate be recognized only upon completion, except when such contract
qualifies as construction contract to be accounted for under PAS 11, "Construction
Contracts”, or involves rendering of services in which case revenue is recognized based on
stage of completion. Contracts involving provision of services with the construction materials
and where the risks and reward of ownership are transferred to the buyer on a continuous
basis will also be accounted for based on stage of completion. The SEC and the Financial
Reporting Standards Council (FRSC) have deferred the effectivity of this interpretation until
the final Revenue standard is issued by International Accounting Standards Board (IASB) and
an evaluation of the requirements of the final Revenue standard against the practices of the
Philippine real estate industry is completed. '

In 2012, 2011 and 2010, it is the opinion of Management that assets' and liabilities’ carrying ‘
amounts recognized in the financial statements to be reasonable approximation of their fair
values. '

Significant Accountinq Policies

Financial Assets and Liabilities

Date of Recognition .

The Company recognized a financial asset or a financial liability in the statements of financial
position when it becomes a party to the contractual provisions of the instrument. In the case of
regular way purchase or sale of financial assets, recognition and derecognition, as applicable, is
done using settlement date accounting. Financial instruments are classified as liabilities or equity
in accordance with the substance of the contractual arrangement. Interest, dividends, gains and
_ losses relating to a financial instrument of a component that is a financial liability, are reported as
expense or income. Distribution to holders of financial instruments  classified as’ equity are
charged directly to shareholders equity, net of any related income. tax benefits. Financial
instruments are offset when there is a legally enforceable right to offset and intention to settle
either on a net basis or to realize the asset and settle the liability simultaneously.

Initial Recognition . :
: Financial assets and liabilities are recognized initially at fair value. Transaction costs that are
- directly attributable to the acquisition of the financial assets and liabilities are included in the initial
measurement of all financial assets and liabilities, except for financial instruments measured at
fair value through profit or loss.

Determination of Fair Value :

The fair value of financial instruments traded in active markets at balance sheet date is based on

their quoted market price or dealer price quotations (bid price for long positions and asif pricg for
short positions), without any deduction for transaction costs. When current bid and ask:pg prices

are not available, the price of the most recent transaction is. used since it provides evidence (_)f

the current fair value as long as there has not been a significant change in- economic

circumstarices since the time of the transaction.
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For all other financial instruments not quoted in an active market, the fair value is determined by
using appropriate valuation techniques. Valuation techniques include net present value
techniques, comparison to similar instruments for'which market observable prices exist, options
pricing models and other relevant valuation models.

"Day 1" Difference : »

Where the transaction price in a non-active market is different from the fair value of other
observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Company recognizes the
difference between the transaction price and fair value ("Day 1" difference) in the statement of
comprehensive income under "other income” or " finance cost” account unless it qualifies for
recognition as some other type of asset. In cases, where date used are not observable, the
difference between the transaction price and-model value-is only recognized in the statement of
comprehensive income when inputs become observable or when the instrument is derecognized.
For each transaction, the Company determines the appropriate method of recognizing the "Day
1" difference amount.

Classification and Measurement o _ _

Financial assets are further classified into the following categories: financial assets at fair value
through profit or loss, loans and receivables, held-to-maturity investments and available-for-sale
financial assets. The Company classifies its financial liabilities into financial liabilities at fair value
through profit or loss and other financial liabilities at amortized cost. - Financial assets and
financial liabilities are assigned to the different categories by management on initial recognition,
depending.on the purpose for which the investments were acquired. ‘

a. Financial assets and financial liabilities at fair value through profit or loss :
Financial assets and financial liabilities at fair value through profit or loss includes financial
assets and financial liabilities held for trading and financial assets and financial liabilties

~ designated upon initial recognition as at fair value through profit or loss.

Financial assets and financial liabilities are classified as held for tradihg if they are acquired for
the purpose of selling in the near term. Gains or losses on-investments held for trading are
recognized in profit or loss. '

Financial assets and financial liabilities may be designated at initial recognition as at fair value
through profit or loss if the following criteria are met: (i) the designation eliminates or
significantly reduces the inconsistent treatment-that would otherwise arise from measuring the
assets and liabilities or recognizing gains or losses on them on a different basis; or (ii) the
asséts and liabilities are part of a group of financial assets and financial liabilities which are
mahaged and their performance evaluated on a fair value basis, in accordance with a
documented risk management strategy; or (iii) the assets and liabilities contain an embedded
derivative that would need to be separately recorded. :

As of December 31, 2012, the Company has no financial asset and financial liabilities at fair
value through profit or loss. '
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. Loans and receivables ,

Loans and receivables are nonderivative financial assets with fixed or determinable payments
that are not quoted in an active market. After. initial recognition, loans and receivables are
subsequently measured at amortized cost using the effective interest method, less allowance
for impairment, if any. Amortized cost is calculated by taking into account any discount or
premium on acquisition and fees and costs that are integral part of the effective interest rate.
Gains and losses are récognized in the statements of comprehensive income when the loans
and receivables are derecognized or impaired, as well as through the amortization process.
Loans and receivables are classified as current assets if maturity is within 12 months from the
balance sheet date. Otherwise, these are classified as noncurrent assets.

The Company has cash and cash equivalents, short-term investments, receivables, notes
receivable, due from parent company, due from co-subsidiary and time deposits with BPI
* under other assets. '

. Held-to-maturity investments :

Quoted non'de,rivative financial assets with fixed or determinable payments and fixed maturity
are classified as held-to-maturity when the Company has positive intention and ability to hold
to maturity. Investments intended to be held for an undefined period are: not included in this
classification. Other long-term investments that are intended to be held-to-maturity, such as
bonds, are subsequently measured at amortized cost. This cost is computed as the amount
initially recognized minus principal repayments; plus or minus the cumulative amortization
using the effective interest method of any differences between the initially recognized amount
and the maturity amount. This: calculation includes all fees and points paid or received
between parties to the contract that are an integral part of the effective interest rate,
transaction cost and all other premiums and discounts. For investments carried at amortized
cost, gains-and losses are recognized in the statements of comprehensive income when
investments are ‘derecognized or impaired, as well as through the amortization process.
Assets under this category are classified as current assets if maturity is more than a year from
balance sheet date. '

The Company has held-to-maturity investments.

. Available-for-sale financial assets

Available-for-sale financial assets are nonderivatives that are either designated in this
category or not classified in any of the other categories. Available-for-sale financial assets are
carried at fair value in the statement of financial position: Changes in the fair value of such
assets are accounted for in equity until the investments are derecognized from the statements
of financial position or until the investments are determined to be impaired at which time the
bufh{dl’ative gains or losses previously reported in equity are transferred to the statements of
‘comprehensive income. After initial recognition, available-for-sale financial assets that are
quoted in-an active market are carried ‘at fair value. The unrealized gains and losses arising
from the change in fair value of available-for-sale financial assets are reported in the
statement of comprehensive income. These finaricial assets are classified as noncurrent
assets unless the intention is to dispose such as assets within 12 months from balance sheet

date.

The Company has available-for-sale investments.
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e. Other financial /fabilities

Financial liabilities are classified in this category if they are not held for trading or not
designated as at fair value through profit or loss upon inception of the liability. Other financial
liabilities are initially recognized at fair value of the consideration received less directly
attributable transaction costs. After initial recognition, other financial liabilities are
subsequently measured at amortized cost using the effective interest rate method. Amortized
cost is calculated by into account any related issue costs, discount or premium. Gains and
losses are recognized in the statement of comprehensive income when the liabilities are
derecognized, as well as through the amortization process. Financial liabilities are classified
as current liabilities if these are expected to be paid or settled within 12 months after the
balance sheet date. Otherwise, these are classified as noncurrent liabilities.

The 'Company has accounts payable and accruals, other payables, with the exemption of
statutory payables and due to parent company. o

Impairment of Financial Assets : -

The Company assesses at each statement of financial position date whether there is objective
evidence that a financial asset or group of finaricial assets is impaired. A financial asset or a
group of financial assets is deemed to be impaired if, and only if, there is objective evidence of
“impairment as a result of one or more events that has occurred after the initial recognition of the
‘asset (an incurred “loss event’) and that loss event (or events) has an impact on the estimated
future cash flows of the financial asset or the group of financial assets that can be reliably
estimated. ‘

For loans and receivables, the Company first assesses whether objective evidence of impairment
exists individually for financial assets that are individually significant, or collectively for financial
assets that are not individually significant. If the Company determines that no objective evidence
of impairment exists for individually assessed financial asset, whether significant or not, it
includes the asset in a group of financial assets with similar credit risk characteristics and
coliectively assesses for impairmeni. Those characteristics are relevant to the estimation of
future cash flows for groups of such assets by being indicative of the debtors' ability to pay all
amounts due according to the contractual terms of the assets being evaluated. Assets that are
individually assessed for impairment and for which an impairment loss is, or continues to be,
" recognized are not included in a collective assessment for impairment. .

~Ifthere is objective evidence that an impairment loss has been incurred, the amount of the loss is
" measured as the difference between the asset's carrying amount and the present value of the
estimated future cash flows (excluding future credit losses that have not been incurred). The
carrying amount of the asset is reduced throligh use of an allowance account and the amount of
loss is charged to the statements: of comprehensive income. Receivables, together with the
associated allowance accounts, are written-off when there is no realistic prospect of future
recovery and all collateral has been realized. If, in a subsequent year, the amount of the
"estimated impairment loss decreases because of an event occurring after the impairment was
recognized, the.previously recognized impairment loss is reduced by adjusting the allowance
account. If a future write-off is later recovered, any amounts formerly charged are credited to the
"Other income" account. ' ‘

For the ppfp’dse of a collective evéluation of impairment, financial assets are grouped on the
basis of such credit risk characteristics as industry, collateral type, past-due status and term.
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Future cash flows in a group of financial assets that are collectively evaluated for impairment are
estimated on the basis of historical loss experience for assets wijth credit risk characteristics
similar to those in the Company. Historical loss experience is adjusted on the basis of current
observable data to reflect the effects of current conditions that did not affect the period on which
the historical loss experience is based and to remove the effects of conditions in the historical
period that do not exist currently. The methodology and assumptions used for estimating future
cash flows are reviewed regularly by the Company to reduce any differences between loss
estimates and actual loss experience: :

Assets carried at amortized cost ) :

If there is objective evidence that an impairment loss on loans and receivable carried at
amortized cost has been incurred, the amount of the loss is measured as the difference between
the asset’s carfying amount and the present value estimated future cash flows discounted at the
financial asset’s original effective interest rate. The carrying amount of the financial assets shall
be reduced either directly or through the use of an allowance account. The amount of the loss
shall be recognized in the statements of comprehensive income.

The Company first assesses whether objective evidence of impairment exists: individually for
financial assets that are individually significant, and individually or collectively for financial assets
that are not individually significant. If it is determined that no objective evidence of impairment
exists for an individual assessed financial asset, whether significant or not, the asset is included

in a group of financial assets with similar credit risk characteristics and that group of financial

assets is collectively assessed for impairment. Assets that are individually assessed for
impairment and for which an impairment loss is on continues to be recognized are not included in
a collective assessment or impairment. '

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related -objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed. Any subsequent reversal of an impairment loss is
recognized in the statements of comprehensive income, to the extent that the carrying value of
the asset does not exceed its amortized cost at the reversal date.

Assets carried at cost
If there is objective evidence that an impairment loss on an unquoted equity instrument that is not

“carried at fair value because its fair value cannot be reliably measured, or on a derivative asset
that is linked to-and must be settled by delivery of such an unquoted equity instruments has been

occurred, the amount of the loss is measured as the difference between the assets’ carrying

 amount and the present value of the estimated future cash flows discounted at the current
~ market rate of return for a similar financial asset. '

Avaijlable-for-sale financial assets : ,

If there is objective evidence of impairment would include a significant or prolonged decline in fair
value of the investments below its cost. Significant decline in fair value is evaluated against the
original cost of investment, while prolonged decline is assessed against the periods in which the
fair value has been below its original cost. Where there is evidence of impairment, the cumulative
loss, measured as the difference between the acquisition cost and the current fair value, less any
impairment loss on that financial asset previously recognized in the statement of comprehensive
income, is removed from other comprehensive income and recognized in profit or |o§s.
impairment losses on equity investments are not reversed in the statement of cognpr_ehenswe
income. Inéréases in fair value after impairment are recognized in other comprehensive income.
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Derecognition of Financial Assets and Financial Liabilities .

Financial assets : : : ‘

A financial asset (or, where applicable a part of financial asset or part of a group of similar

financial assets) is derecognized when: ' : :

» the rights to receive cash flows from the asset have-expired; ‘

« the Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a pass-through
arrangement; or ' : ’ _ _ '

"+ the Company has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of
the assét. '

Where the Company has transferred ‘its rights to receive cash flows from an asset and has
neither transferred nor retained substantially all the risks and rewards of the asset nor transferred
control of the ‘asset, the asset is recognized to the extent of the Company’s continuing
involvement in the asset. Continuing involvement that takes the form of guarantee over the
transferred asset is measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration that the Company could be required to repay. Where
continuing involvement takes the form of a written and/or purchased option (including a cash-
settled option or similar provision) on the transferred - asset, the extent of the Company’s
cornitinuing involvement is the amount of the transferred asset that the Company may repurchase,
except that in the case of a written put option (including a cash-settled option or similar provision)
on an asset measured at fair value, the extent of the Company’s continuing involvement is limited
to the lower of the fair value of the transferred asset and the option exercise price.

Financial Liabilities .
A financial liability is derecognized when the obligation under the liability is discharged, cancelled
or expired. ' :

Where an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange
or modification is treated as a derecognition of the original liability and the recognition of a new
liability, and the difference in the respective carrying amounts is recognized in the statements of
.comprehensive income. '

- Offsetting :

Financial assets and liabilities are only offset and the net amount reported in the statements of
financial position when there is a legally enforceable right to set off the recognized amounts and
the Company intends to either settle on a net basis, or to realize the asset and the liability
simultaneously. : s

Cash and Cash Equivalents : : _ :
Cash includes cash on hand and in banks. Cash equivalents are short term, highly - liquid
investments that are readily convertible to known amount of cash with original maturities of three
months or less from dates of acquisition and that are subject to an insignificant risk of change in
value. I ‘ o

Short-term Ih\_(éstments ‘ o -
Short-term investments are money market placements, which are hi'gt.wl.y_hquld with maturities of
more than three months but less than one year from the date of acquisition.
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Receivables and Notes Receivable

Receivables and notes receivable, categorized as loans and receivables, are recognized initially
at fair value and subsequently measured at amortized cost using the effective interest method,
less provision for impairment.

A provision for impairment of receivables and notes ‘feceivable are established when there is
objective evidence that the Company will not be able to collect all amounts due according fo the
original terms of the receivables. Significant financial difficulties of the debtor, probability that the
debtor will enter bankruptey or financial reorganization, and default or delinquency in payments
are considered indicators that the receivable is impaired. The amount of the provision is the
difference between the asset's carrying amount and the present value of estimated future cash
flows, discounted at the original- effective interest rate. Cash flows relating to short-term
receivables are not discounted if the effect of discounting is immaterial. The carrying amount of
the asset is reduced through the use of an allowance account and the amount of the loss is
recognized in the statement of comprehensive income.

When a receivable is uncollectible, it is written-off against the allowance account for receivables
and notes receivable. Subsequent recoveries- of amounts previously written-off are recognized
‘as income in the statement of comprehensive income. :

Prepayments ‘ ‘
Prepayments include expenses already paid but not yet incurred. These are measured at

amortized cost less any impairment loss, if any.

Property and Equipment. .

Property and equipment are carried ‘at cost less accumulated depreciation, ‘amo'rtization and any
impairment in value. Subsequent expenditure relating to the property and equipment is added to
the carrying amouint of the asset when it is probable that future economic benefits; in excess of
the originally assessed standard of performance of the existing asset, will flow to the Company.
All other subsequent expenditures are recognized as expense in the period in which it-is incurred.
- An item.of property and equipment is eliminated from the statement of financial position upon
disposal or when it is permanently withdfawn from use and no future economic benefits are
expected from disposal. S - ' ~

‘Depreciation commences once the property and equipment are available for use and Iis
~computed on the straight-line basis over the estimated useful lives of the assets regardless of

utilization. The useful life of each of the property and equipment is estimated based on the period
 over which the asset is éxpected to be available for use. Such estimation is based on a collective
assessment of industry practice and experience with similar assets. '

The carrying value of property and equipment are reviewed for impairment when events or
changes in circumstances indicate that the carrying value may not be recovered.

The asset's residual values, useful lives and methods are reviewed, and adjusted if appropriate,
at each financial year end. '

Investment Properties , » ‘

Investment f)“rci)perties are measured initially at cost, including transaction costs. The carrying
amount inclides the cost of replacing part of an existing i_nvestment property at the tlm? .that cost
is incurred if the recognition criteria are met; and excludes the cost of day-to-day servicing of an

investment property.
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Subsequent to initial recoghition, depreciable.invéstment'pi'operties are carried at cost less
accumulated depreciation and amortization and any impairment in value.

Expenditures incurred after the investment properties have .been put into operation, such as
repairs and maintenance costs, are normally charged to operations in the period in which the
costs are incurred. ' :

Depreciatidn is calculated on a straight-line basis using the remaining useful lives from the time
of acquisition of the investment properties but not to exceed twenty five years.

Investment properties are derecognized when either they have been disposed of, or when an
investment property is permanently wi'thdrawn from use and no future economic benefit is
expected from its disposal. Any gains or losses on the retirement or disposal of an jnvestment
property is recognized in the statement of comprehensive income in the year of retirement or
disposal. ' ' ‘ :

Transfers are made to investment properties when, and only when, there is a change in use
evidenced by ending of owner-occupation, commencement of an operating lease to another party
or ending of construction or development. Transfers are made from investment properties when,
and only when, there is a change in use evidenced by commencement of owner-occupation or
commencement of development with a view to sale. ’ '

Other Assets

Ianlt Tax : : _ _
Input tax represents value added tax (VAT) paid to suppliers that can be claimed as credit
against the Company's VAT liabilities. '

Creditable Withholding Tax B
Creditable withholding tax represents income tax withheld by the customers that can be claimed
as credit against the Company’s income tax liabilities. S

Accounts Payable and Accruals and Other Payables
Accounts payable and accruals and other payables are liabilities to pay for goods or services that
have been received or supplied. '

Accounts payable and .accruals and other payables are measured initially at their fair value
values and subsequently recognized at amortized costs less settlement payments.

Deposit for Future Subscription 7 : .
Deposit for future subscription represents the amount of consideration received with the pu_rp_ose
of applying the same as payment for future issuance of stocks which may or may not materialize.

impairment of Nonfinancial Assets : '

The carrying values of prepayments, property and equipment, investment properties and ,othgr
assets except time deposits with BPI are reviewed for impairment when events or changes. in
circumstances indicate the carrying values may not be recoverable. If any. such indication exists
and when thé" c¢arrying value of an asset exceeds its estimated recoverable amount, the asset or
cash generating unit to which the asset belongs is written down to its »recoverable amou_nt. The
recoverable amount of an asset is the greater of its net selling price and value in use.
Recoverable amounts are estimated for individual assets or, if it is not possible, for the cash-
generéting unit to which the asset belongs. For impairment loss on specific assets or
investments, the recoverable amount represents the net selling price.
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An assessment is made at the statement of financial position date to determine whether there is
any indication that an asset may be impaired, or whether there is any indication that an
impairment loss previously recognized for an asset in prior years may no longer exist or may
have decreased. If any such indication exists and when the carrying value of an asset exceeds
its estimated recoverable amount, the asset or cash generating unit to which the asset belongs is
written down to its recoverable amount. ' ’

An impairment loss is recognized only if the carrying amount of an asset exceeds its recoverable
amount. An impairment loss is charged against operations in the year in which it arises. A
previously recognized impairment loss is reversed only if there has been a change in-estimate
used to determine the recoverable amount of an asset, however, not to an amount higher than
the carrying amount that would have been determined (net of any accumulated depreciation and
amortization for property and eguipment) had-no impairment loss been recognized for the asset
in prior years. A reversal for impairment loss, if any, is credited to current operations.

Provisions, Contingent Liabilities and Contingent Assets

Provisions are recognized when the Company has a present obligation, either legal or
constructive, as a result of a past event, it is probable that an outflow of resources embodying .
economic benefits will be required to settle the obligation, and the amount of the obligation can
be ‘estimated reliably. When the ‘Company . expects reimbursement of some or all of the
expenditure required to settle a provision, the entity recognizes a separate asset for the
reimbursement only when it is virtually certain that reimbursement will be received when the
obligation is settled.

The amount of the provision recognized is the best estimate of the consideration required to
settle the present obligation at the statement of financial position date, taking into account the
risks and uncertainties surrounding the obligation. When a provision is'-measured using the cash
flows estimated to settle the present obligation, its carrying amount is the present value of those
cash flows. ‘

~ Provisions are reviewed at each reporting date and adjuéted to reflect the currenf best estimate.

Contingent liabilities and assets are not recognized because their existence will be confirmed

only by the occurrence or non-occurrence of one or more uncertain future events not wholly

within the control of the entity. Contingent liabilities, if any, are disclosed, unless the possibility of

an outflow of resources embodying economic benefits is remote. Contingent assets are disclosed
only when an inflow of economic benefits is probable.

Share Capital C :
Share tapital is measured at par valgie for all shares issued and fully paid.

The costs of acquiring Company’s own shares are shown as a deduction from equity attributable
to the Company’s equity holders until the shares are cancelled or reissued. When such shares
are  subsequently sold or reissued,. any consideration received, net. of directly attributable
incremental transaction costs and the related income tax effects, is included in equity attributable
to the Comipany’s equity holders.

Deficit |
Deficit include all current and prior period r

esults as disclosed in the statement of comprehensive
income. :
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Unrealized Gain on Changes in Fair Values of AFS Financial Assets : ' :
Other comprehensive income that are not recognized in profit or loss as required or permitted by
other PFRSs. :

Revenue and Cost Recognition o : .
Revenue is recognized when it is probable that the economic benefits associated with the
transaction will flow to the Company and the amount of the revenue can be measured reliably.

Rent income is recognized on a s'traigh't—!ine basis over the lease term stipulated in the lease
agreement. :

Interest ‘income is accrued on a time proportion basis, by reference to the principal outstanding
and at the effective interest rate applicable. :

Interest income includes both interest income subject to income tax and interest income already
subjected to final withholding tax. Interest income already subjected to final withholding taxes
were recorded net of tax.

Dividend income is recognized when the 'Cl‘;ompany's right to receive payment is established.

Gain or loss on sale of financial assets through FVPLV is computed as the difference between the
proceeds and its'carrying amount. ' '

Exchange gains/losses arising from foreig‘n currency denominated transactions are
credited/charged to current operations. '

Cost and administrative expenses are recognized in the statement of comprehensive income
upon utilization of the service or in the date they are incurred. Finance costs are reported on an
accrual basis.

Leases

The determination of whether an arrangement is, or contains a lease, is based on the substance
of the arrangement at inception date, and requires an assessment of whether the fulfillment of
the arrangement is dependent on the use of a specific asset or assets and the arrangement
conveys a right to use the asset. A reassessment is made after the inception of the lease only if
one of the following applies: -

* a. there is a change in the contractual terms, other than a renewal or extension of the
arrangement; :

b. a renewal option is exercised or an extension granted, unless that term of the renewal or
extension was initially included in the lease term;

¢. there is a change in the determination of whether fulfiliment is dependent on a specified asset;
or .

d. there is a substantial change to the asset.

When a reassessment is made, lease accounting shall commence or cease from_the date when
the change in circumstances gave rise to the reassessment for any of the scenarios above, and
at the date of renewal or extension period for the scenario.
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-The Company as a Lessor : . ‘
Assets subject to operating:lease are recognized in the statement of financial position according
to the nature of the assets.

The Company as a Lessee _

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset
are operating leases. Operating lease payments are recognized as an expense in the statement
of comprehensive income on a straight-line basis over the lease term. '

Functional Currency and Foreign Currency Translation o

The financial statements are presented in' Philippine peso, which is the functional and

presentation currency. Transactions in foreign currencies are initially recorded in the functional
currency rate ruling at the date of the transaction. Monetary assets and liabilities denominated in

foreign currencies are retranslated at the functional currency rate of exchange ruling at the

statement of financial position date. All differences are taken to the statement of comprehensive

income.

Related Parties _ :

A party is considered to be related to the Company if it has the ability, directly or indirectly through
one or more intermediaries, to control, is controlled by, or is under common control with, the
Company; or exercise significant influence over the Company in making financial and operating
decisions; or has a joint control over the Company. 1t is also related to the Company if apartyis
an associate, a jojnt venture in which ‘the Company is a venturer, a member of the key
management personnel of the Company or its parent, a close member of .the family of
Company's related party, an entity controlled, jointly controlled or significantly influenced by a key
management personnel the Company or close member of the family of Company's related party,
and a post-employment benefit plan for the benefit of employees of the Company or its related
party. Related parties may be individuals or corporate entities. -Transactions between related
parties are based on terms similar to those offered to non-related parties.

Income Taxes

Current Income Tax _ - . _

Current tax assets and liabilities for the current and prior periods are measured at the amount
_expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used
-to compute the amount are those that are enacted or substantially enacted at the statement of

financial position date. : ‘

Deferred Income Tax ' : :
Deferred income tax is provided, using the liability method, on all temporary differences at the
statement of financial position date between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes. '

Deferred income tax liabilities are recognized for all taxable temporary differences, including
assets revaluations. Deferred income tax assets are recognized for all deductible temporary
differences, carryforward of unused tax credits from the excess of minimum corporate income
tax (MCIT) over the regular income tax, and unused net operating loss carryover (N.OLCO),' to
‘the extent tﬁait it is pfobable that sufficient taxable income will be available against which
deductible temporary differences and carryforward of unused tax credits from MCIT and unused
NOL.CO c':'anl be utilized. Deferred income tax, however, is not recognized on temporary
differences that arise from the initial recognition of an asset or liability in a-transaction that !s not a
business combination and, at the time ‘of the transaction, affects neither the accounting income

nor taxable income or 10ss.
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The carrying amount of deferred income tax assets is reviewed at each statement of financial
position date and reduced to the extent that is no longer probable that sufficient taxable income
will be available to allow all or part of the deferred income tax asset to be utilized. Unrecognized
deferred income tax assets are reassessed at each statement of financial position date and are
recognized to the extent that it has become probable-that future taxable income will allow the
deferred income tax to be recovered. ’

Deferred income tax assets and liabilities are measured at the tax rates that are applicable to the
period when the asset is realized or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the statement of financial position date.

Current income tax and deferred income tax relating to items recognized diréctly in equity is also
recognized in equity and not in the statement of comprehensive income.

Deferred income tax assets and deferred income tax liabilities are offset if a legally enforceable .
right exists to set off current income tax assets against current income tax liabilities and deferred
income taxes related to the same taxable entity and the same taxation authority.

Value—édded Tax S
Revenues, expenses and assets are recognized net of the amount of value-added tax except:

» where the value-added tax incurred on é purchase of assets or services is not recoverable
from the taxation authority, in which case the value-added tax is recognized as part of the cost
of acquisition of asset or as part of the expense item as applicable; and

« receivables and payébles that are stated with the amount of value-added tax included.

The net amount of value-added téx recoverable from or payable to the taxation authority is
included as part of receivables or accounts payable and accrued expenses in the statement of
financial position. ‘

Income (Loss) per Share

Income (loss) per share is calculated by dividing the income (loss) for the year attributable to the

common shareholders of the Company by the weighted average number of common shares

outstanding during the year, after considering the retroactive effect of stock dividend declaration,
_if any.

- Events After the End of the Reporting Period _

Post-year-end events that provide additional information about the Company's position at the
statement of financial position date (adjusting events) are reflected in the financial statements.
Post—yéar-énd events that are not adjusting events are disclosed when material.

Critical Accounting Judgments, Estimates and Assumptions

The preparation of the financial statements in accordance with PFRS requires the Company to
make judgments and estimates that affect the reported amounts of assets, liabilities, income and
expenses aﬁﬂédisclosur’e of contingent assets and contingent liabilities. Future events may occur
which will cause the judgments assumptions used in arriving at the estimates o change. The
effects of ény change. in judgménts and estimates are reflected in the financial statements as

they become reasonably determinable.
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Judgments and estimates are continually evaluated and -are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances. Revisions are recognized in the period in which the judgments and estimates are
revised and in any future period affected.

Judgmenis .

In the process of applying the Group’s accounting policies, management has made the foliowing
judgments, apart from those involving estimations, which have the most significant effect on the
amounts recognized in the consolidated financial statements: '

Determining Functional Currency : _
Based on the economic substance of the underlying circumstances relevant to the Company, the
functional currency of the Company has been determined to be the Philippine peso. The
Philippine peso is the currency of the primary economic environment in which the Company
operates. Itis the currency that mainly influences the revenues and expenses of the Company.

Classification of Financial Instruments

The Company exercises judgment in classifying financial instruments in accordance with PAS 39.
The Company classifies a financial instrument, or its components, on initial recognition as a
financial asset, a financial liability or an equity instrument in accordance with the substance of the
contractual arrangement and the definitions of a financial asset, a financial liability or an equity
instrument. The substance of a financial instrument, rather than its legal form, governs its
classification in the Company’s statements of financial position.

Determining Fair Values:of Financial Instruments A :
Where the fair values of financial assets and financial liabilities recorded on the statement of
financial position cannot be derived from active. markets, they are determined using internal
valuation techniques using generally accepted market valuation models. The input to these
models is taken from observable markets where possible, but where this is not feasible,
estimates are used in establishing fair values. These estimates may include considerations of
liquidity, volatility and correlation.

Classifying Held to Maturity Investments .

The classification of financial assets to held to maturity investments requires significant
“judgment.” In making this judgment, the Company evaluates its intention and ability to hold such
investments to maturity. If the Company fails to keep these investments to maturity, it will be

required to reclassify the entire portfolio as part of available-for-sale financial assets. The
" investments would be measured at fair value and not at amortized cost.

Operating Lease Commitments - Company as Lessor/Lessee :
The Company has entered into various ‘lease agreements either a lessor or a lessee. The
Company had determined that it refains all the significant risks and rewards of ownership of the
properties leased out on operating leases while the significant risks and rewards for properties
leased from third parties are retained by the lessors. '

Rent incorﬁe recognized in the statements of comprehensive income amounted to P9,968,706,
P9,624,104 and P9,047,460 in 2012, 2011 and 2010, respectively (see Note 18).

Rent expe.n;sev recognized in the statements of comprehensive income amounted to P834,648,
P846,979 and P626,528 in 2012, 2011 and 2010, respectively (see Note 20).
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Estimates _

The key estimates concerning the future and other key sources of estimation uncertainty as at
statement of financial position date that have the most significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next reporting period are as -
follows: : ' '

Impairment of Receivables and Notes Receivable , .
The Company reviews its receivables and notes receivables at each reporting date to assess
whether an allowance for impairment should- be recorded in the Company's statements of
comprehensive income. In particular, judgment by management is required in the estimation of
the amount and timing of future cash flows when determining the level of allowance required.
Such estimates are based on assumptions about a number of factors and actual results may
differ, resulting in future changes to the allowance.

The level of this allowance is évaluated by management on the basis of factors that affect the
collectibility of the accounts. These factors include, but are not limited to age of balances,
financial status of counterparties, payment behavior, legal opinion on recoverability in case of
legal disputes and known market factors. The Company reviews the age and status of legal
disputes and known market factors. The Company reviews the age and status of receivables,
~and identifies accounts that are to be provided with allowance on a regular basis.

In addition to specific allowance against individually significant loans and receivables, the
Company also makes a collective impairment allowance against exposures which, although not
specifically identified as requiring a specific allowance, have a greater risk of default than when
originally granted. This level of allowance is based on the status of the receivable, past collection
-experience and other factors that may affect collectability. - '

The allowance is recognized by charges to the statement of comp’rehenéive income in the form
of provision for doubtful accounts. '

The allowance for doubtful accounts amounted to P125,000,000 as of December 31, 2012, 2011
and 2010. , o , :

Receivables amounted to P22,339,004, P25,921,777 and P24,717,982 as of December 31,
2012, 2011 and 2010, respectively (see Note 7).

- Notes receivables amounted to P44,305;002; net of allowance for doubtful accounts, as of
* December 31, 2012 (see Note 8).

Impairment of Available-for-sale Financial Assets

The Company treats available-for-sale financial assets as impaired when there has been a
significant or pfolonged decline in the fair value below its cost or where other objective evidence
of impairment exists. The determination of what is “significant” or “nrolonged” requires judgment.
The Company treats’ “significant” generally as 20% or more and “prolonged” as greater than six
months for quoted equity securities. In addition, the Company evaluates other factors, including
normal volatility in share price for quoted equities.

Availa‘ble-foé—f‘séle financial assets amounted to P175,737,758 as of December 31, 2012 .and
P154,440,009 as of December 31, 2011 (see Note 9). There was no impairment loss recognized
related to available-for-sale financial assets in 2012 and 2011.
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Impairment of Held to Maturity investments 5 ,

The computation for the impairment of held to maturity investments requires an estimation of the
present value of the expected future cash flows and the selection of an appropriate discount rate.
An impairment issue arises when there is an ‘objective evidence of impairment, which involves
significant judgment. In making this judgment, the Company evaluates the financial health of the
issuer, among others. In'the case of held to maturity investments, the Company expands its
analysis to consider changes in the issuer's industry performance, legal and regulatory

framework, and other factors that affect the recoverability of the Company’s investments.

Held to maturity investments amounted to P33,787,206 as of'Decem'ber 31, 2012, P52,253,831
as of December 31, 2011 and P45,000,000 as of December 31, 2010 (see Note 10). There was
no impairment loss recognized related to held to maturity investments in 2012, 2011 and 2010.

Estimated Useful Lives of Property and Equipment and Investment Properties

The Company estimates the useful lives of property and equipment and investment properties
based on the period over which the property and ‘equipment and investment properties are
expected to be available for use. The estimated useful lives of the property and equipment and
investment properties are reviewed periodically and are updated if expectations differ from
previous estimates due to physical wear and tear, technical or commercial obsolescence and
legal or other limits on the use of the property and equipment and investment properties. In
addition, the estimation of the useful lives of property and equipment and investment properties
are based on the collective assessment of industry practice, internal technical evaluation and
experience with similar assets. It is possible, however, that future financial performance could be
materially affected by changes in the estimates brought about by changes in factors mentioned
above. The amounts and timing of recorded expenses for any period would be affected by
changes in these factors and circumstances.

A reduction in the estimated useful lives of the property and equipment and investment properties
would incréase the recorded expenses and decrease the noncurrent assets.

Depreciation is computed on a straight-line method over the estimated useful lives of the assets
as follows: ’

Furniture and fixtures i ' | 3 years

Office equipment ' : ' - 3years
Transportation equipment 3-5 years
Condominium unit . 40 years

The fqregoing estimated useful lives and depreciation method are reviewed from time to time to
ensure ' that these are consistent with the expected economic benefits of the property and
equipment and investment properties. :

The carrying values of property. and equipment amounted to P26,814, P92,560 and P166,081 as
of December 31, 2012, 2011, and 2010, respectively (see Note 11). ‘

The carrying values of investment properties amounted to P125,242,184, P129,560,880 and
- P133,879,576, as of December 31, 2012, 2011 and 2010, respectively (see Note 12). -

Impairment of Nonfinancial Assets : : _

PFRS requires that-an impairment review be performed when certain impairment indicators are
* present. Estimating the value in use requires the Company to make an estimate of thg expected.
future cash flows from the cash-generating unit and to choose a suitable discount rate in order to
calculate the present value of those cash flows. » ‘
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Determining the recoverable. amount of prepayments, property and equipment, investment
properties and other assets other than time deposits with BPI, requires the: determination of
future cash flows expected to be generated from the continued use and ultimate disposal of such
assets. Any resulting impairment loss could have a material adverse impact on the Company’s
financial position and financial performance. o , :

The preparation of estimated future cash flows involves significant estimations and assumptions.
While the Company believes that its assumptions are appropriate and reasonable, significant
changes in the Company’s assumptions may materially affect the assessment of recoverable
values and may lead to future additional impairment charges under PFRS. ‘

No impairment was recognized in 2012, 2011 and 2010.

Realizability of Deferred Tax Assets

Deferred tax assets are established for tax benefits related to deductible temporary differences,
carryforward of unused MCIT and NOLCO. These assets are periodically reviewed for realization.
Periodic reviews cover the nature and amount of deferred income and expense items, expected
timing when assets will be used or liabilities will be required to be reported, reliability of historical
profitability of businesses expected to provide future earnings and tax planning strategies which
can be utilized to increase the likelihood that tax assets will be realized.

The Company provided full valuation allowance for tax benefits related to deductible temporary
differences, carryforward of unused MCIT and NOLCO, thus no deferred tax asset was set up.

Provisions and Contingencies _ .

The Company evaluates legal and administrative proceedings to which it is involved based on

analysis of potential results. Management and its legal counsels do not believe that any current

proceedings will have material adverse effects on its financial position and results of operations.

It is possible, however, that future results of operations could be materially affected by changes in
the estimates or.in the effectiveness of strategies relating to these proceedings.

No provisions have been recorded as of December 31, 2012, 2011 and 2010.

. Management of Capital and Financial Risk

- Financial Risk : _ 7 _
The Company'’s financial risk management policies seek to minimize potential adverse effects of
financial risk such as credit risk, liquidity risk, interest rate risk and currency risk to its financial

assets and liabilities. .

The Company's principal financial instruments consists of cash and cash equivalents, short-term
investments, receivables, notes receivable, due from co-subsidiary, available-for-sale financial

assets, held to maturity investments, accounts payable and accruals, other payables, due toffrom

parent company and deposit for future subscription which arise from operations. - :

Credit Risk ., . v ,
Credit risk is the risk that a third party will default on its obligation to the Company and cause the
Company to incur financial loss. The Company's business policy aims to limit the amount o.f.
credit -exposure to any individual client and financial institution. The C.ompapy h'as credit
management policies in place to ensure that service contracts are entered into with clients who

have sufficient financial capacity and good credit history.
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The investment of the Company's cash resources: is vmanaged' so as to minimize. risk while
seeking to enhance yield: The Company's holding of cash and exposure to credit risk of a
counterparty if the counterparty is unwilling and is unable to fuffill its obligations and the Company
consequently .suffers financial loss. Credit risk management- involves entering into financial
transactions only with counterparties with acceptable credit rating. The treasury department sets
aggregate credit limits of any one counterparty and annually reviews the exposure limits and
credit ratings of the counterparties. e

Receivable balance is being monitored on a regular basis to ensure timely execution of
necessary intervention efforts. )

The table below shows the maximum exposure to credit risk fof the components of the Company
statement of financial position: '

: 2012 2011 ° 2010
Cash and cash equivalents P129,414,351 ~ P401,418,135 408,359,413
Short-term investments 245,301,632 - -
Receivable 22,339,004 25,921,777 24,717,982
Notes receivable 44,305,002 - -
Due from parent company S - 11,851,647 180,389,594
Due from co-subsidiary ' 306,250 306,250 262,500

" ‘Available-for-sale financial assets 175,737,758 154,440,009 i -
Held to matuﬁty investments 33,787,206 52,253,831 45,000,000
Time def)osits with BP!I 86,489,093 86,489,093 85,459,488

) P737,680,296 P732,680,742 P744,188,977

The table below shows the analysis of age of financial assets that are past due but are not
impaired as of December 31, 2012, 2011 and 2010: ' :

. 2012
Neither past due Past-due but nat impaired Past due and impaired Total
nor impaired :
31to90days 91to180days  More than 180 days
Cash and cash
equivalents P129,424,351 P- P- P- P~ P129,424,351
Short-term
investments 245,301,632 - - - - 245,301,632
Receivables ’ ’
Trade 243,277 690,399 243,953 1,336,255 - 2,513,884
Interest. - .
receivable -
other related
party 129,111 - - - - 129,111
Interest
receivable 637,524 - - - - 637,524
Dividend
’ - 573,996
receivable 573,996 - - -
Others 24,230 o - 18,460,259 - 18,484,489
Notes receivable '44,305,002 ’ - - 44,305,002
_Due fro.m co-~ . : _ 306,250 _ 306,250
subsidiary - - ’ -
Available-for-sale
. - 175,737,758
financial assets 175,737,758 T - - ! ]
l;leld. 1o maturity 33,757,206 _ _ . _ _ 33,787,206
investments IRy - . 93
Other assets_- = ad = 86,489,003 - - 86,489,093
T P630,164,087 ____ P690,399 243,953 P106,591,857 P P737,690,296
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. 2011
Neither past due - Past-due but not impaired : Past due and impaired Total
nor impaired
o 31 to 90 days 91to 180 days - .Morethan 180 days

Cash and cash ' ’ .
equivalents P401,428,135 P— P- . P P- P401,428,135
Receivables - ”

Trade receivable - 2,501,134 - ’ 1,344,686 - '3,845,820

Interest :

receivable - . ’

parent company - ~ ) - 2,507,233 . S 2,507,233

Interest ’ : 2

receivable - 268,191 - - - 268,191

Dividend - . ’ . .

receivable - 186,667 - - - 186,667

Others ) - - - 19,113,866 - 19,113,866
Due from parent : f
company . - - - : 11,851,847 - 41,851,647
Due from co-
subsidiary - - - 306,250 - 306,250
Available-for-sale
financial assets 154,440,009 - - - - 154,440,009
Held to maturity
investments 52,253,831 - - : - - 52,253,831
Other assels - - : = 86,489,093 . - ) 86,489,093

) 608,121,975 P2,955992 P-_ P121,612,775 . P— 732,690,742
. 2010
Neither past due Past-due but not impaired - ’ Past due and impaired Total
nor impaired -
_ 31 to 90 days 91f0180days . More than 180 days

Cash and cash : . . ]
equivalents P408,369,413 P- P- P p— ~ P408,369,413
Receivables ' : -

Trade receivable - - 088,503 - - 1,344,686 - 2,333,189

Housing .

receivable : - - - 368,967 - 368,967

Interest S )

receivable - : .

parent company ) - 2,507,233 - - - 2,507,233

Interest

receivable : - 147,870 . - - - 147,870

Others - 19,203,809 : - 156,914 - 19,360,723
Due from related . T . -
company - - - - 180,389,594 - . 180,389,594
Due from co- ) )
subsiduary - - - 262,500 - 262,500
Held to maturity
investments 45,000,000 - : - - ) - 45,000,000
Other assels ) - ” - : 85,459,488 ) - 85,459,488

P453,369,413 P22,847 415 P— P267,882,149 P P744,198,977

'The Company did not have any significant concéntration of credit risk with a single counterparty

or group of counterparties and industry segments as of December 31, 2012, 2011 and 2010.

Fair Vq{ue Interest Rate Risk ‘ :
Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate due to
changes in market interest rates. :

in rmahaging,interest rate, the Company aims to reduce the impact of short-term fluctuations on
the Company's .earnings. The exposure of the Company: to this risk as of the statement of
financial position date is minimal.

Liquidity Risk | . : v .

Liquidity risk'ié risk that the Company will not be able to'meet its financial obligations as they fall
due. The Company manages liquidity risk by forecasting projected cash flows and maintaining a
balance bétween continuity of funding and flexibility, Treasury controls and prooedu.resv are in
place to ensure that sufficient cash is maintained to cover daily operational ar}d working ca_pltal
requirements. Management closely monitors the Company’s future and. cont_m_gent obligations
and set up required cash reserves as necessary in'accordance with internal reqwrements.
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The table belowAanaIyzes the financial assets and ﬂnan'cial liabilities of the Company into their

relevant maturity groups based on the rem

dates to their contractual maturities or expected repayment dates:

Up to a year

No term

aining period at the statement of financial position

As of December 31, 2012 1-3 years 3-5 years Over 5 years Total
Financial assets:
Cash and cash
equivalents P129,424,351 P- P~ P- P- P129,424,351
Short-term investments 245,301,632 - - - - 245,301,632
Receivables '
Trade receivables 2,513,884 - - - - 2,513,884
Interest receivable -
other related party 129,411 - - - - 129,111
Interest receivable 637,524 - - - - 637,524
Dividend receivable 573,996 - - - - 573,996
Others 18,484,489 - - - - 18,484,489
Notes recelvable 44,306,002 - - - - 44,305,002
Due from co-subsidiary 306,250 - - ~ - 306,250
Available-for-sale - - 51,761,976 996,647 - 122,979,135 175,737,758
Held to maturity 10,000,000 15,000,080 - 8,787,206 - 33,767,206
Other assets 86,489,093 - - ) - - 86,489,093
£538,165,332 P15,000,000 P51,761,976 P9,783,853 P122,979,135 P737,690,2986
As of December 31, 2012 Up to a year 1-3 years 3-5 years Over. 5 years No term Total
Financial liabilities:- : )
Accounts payable and . .
accruals P7,669,301 P pP- P~ P- P7,869,901
Other payables 850,944 - - - - 850,944
Due to parent company 7,588,913 - - - - 7,588,913
) P16,309,758 ;P P- P- P 716,309,758
As of December 31, 2011 Upto a year 1-3 years, 3-5 years Over & years No term | Total
Financial assets: ] ; -
Cash.and cash equivalents P401,428,135 P P- P- P P401,428,135
Receivables . B
“Trade recelvables 3,845,820 - - - - 3,845,820
Interest recelvable -
parent company 2,507,233 - - - - ,2,507,233
Interest receivable " 268,191 - - - - 268,191
Dividend receivable 186,667 - - - = 186,667
Others 18,113,868 - - - - 19,113,866
Due from related company . - - - - 41,851,647 11,851,647
Due from co-subsidiary 306,250 - - - - 306,250
Avallable-for-sale - - 51,702,068 - 102,737,941 154,440,009
Held fo maturity 20,000,000 10,000,000 45,000,000 7,253,831 - 52,253,831
Other assels 86,489,003 - - - - 86,489,093
P534,145,255 10,000,000 P66,702,068 7,253,831 P114,589,588 P732,690,742
As of December 31, 2011 Up to a year 1-3 years 3-5 years Over 5 years No term Total
- Financial kabilities: :
- Accounts payable and
accruals P28,550,568 P- P- - P- P28,550,566
Other payables 850,944 - = - - 850,944
P29,401,510 - P— P— P— P P29,401,510
As of Decarmber 31, 2010 Up to a year 1-3 years 3-5 years Over 5 years No term Total
Financial assets: - B
Cash and cash equivalents P408,369,413 P- P- P- P- PA408,369,413
Recelvables
“Trade receivables 2,333,189 - - - - 2,333,188
“Housing receivable 368,967 ~ - - - 368,967
" Interest receivable -

_ parent company 2,507,233 - - - - 2,607,233
Interest recelvable 147,870 - - - - 147,870
Others 19,360,723 - - - - 19,360,723

Due from reiated company ) - - - - 180,389,594 160,309,594
Due from co-subsidiary - - - - 262,500 . 262,500
Held to maturity  t+ - 30,000,000 " 15,000,000 - - 45,000,000
Other assels i 85,459,488 o - - -~ ~ 85,459,488

P518,546,883 P30,000,000 P15,000,000 P- P180,652,09¢ P744.198,.977
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As of December 31, 2010 Uptoayear - .. 18 years 3-5 years ) " Over5 years ’ No term Total

Financial liabilities:
Accounts payable and

accruals P8,785,420 P- N - P- P— P8.785,420
Other payables 850,944 - . — . - i - — 850,944
) £9,636,364 - - : P P— - P- P P9,636,364

Foreign Currency Risk _ _ .
The Company's exposure to foreign currency. risk results from its business transactions and

~financing arrangements denominated in foreign currency. Foreign currency risks on US dollar

currencies (for the dollar time deposits) are managed through constant monitoring of the political
and economic environment. ' : :

Information on the Company's foreign currency—denominated monetary‘assets and their
Philippine Peso equivalents are as foliows:

2012 . 2011 ] 2010 )
Peso - Peso : Peso
. US Dollar  Equivalent US Dollar . Equivalent * US Daollar Equivalent

Cashrin bank T $482 P19,341 $481 P22 $- P
Time deposits 10,238 421,717 149,931 6,586,179 1,690,283 74,178,051
Available-for-sale .
financial assets : 809,518 33,345,682 587,457 25,805,831 - ] -
Held to maturity B ) ,
investments 164,770 6,787,206 165,130 - 7,253,831 - -
Time Deposits $985,008 = P40,574,446 $902,998 P39,666,963 - $1,690,283 P74,178,051

With the translation of this foreign currency-denominated assets, the Company reported net
foreign exchange loss amounting to P1,351,205, P990,650 and P4,111,289 in 2012, 2011 and
2010, respectively. These resulted from the movements of the Philippine peso against the US
dollar as shown in the following table: : '

R : REN , " Peso to US Dollar
- December 31, 2010 , : 43.8850
December 31, 2011 . _ , 43.9280

December 31, 2012 : : ' \ 41.1920

Capital Management Policies

‘The Company manages its capital to ensure that it will be »éble to continue as a going concern
while maximizing the return to shareholders by ensuring efficient allocation of its financial
resources and optimizing its equity balance. :

The Company considers the following as c'apital: :

2012 2011 2010
Share capital . T pog6,a91,254  P996,391,254 996,391,254
Deficit ' v u | (178,688,104) __ (180,701,001) . (145,156,604)

P817,703,150 P815,690,253 P851,234,650

Thé Company sets strategies in res'ponse’to'both changes in economic conditions in genergl and
the industry in which the Company belongs and internal factors.. No changes were made in the
objectives, policies and processes ‘during the years 2012, 2011 and 2010.
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Financial Assets and Financial Liabilities

The carrying amounts and estimated fair values of the. Company's financial assets and financial
liabilities. as of December 31, 2012, 2011 and 2010 are presented below:

2012 " 2014 o ) 2010

Carrying Fair Carrying Fair Carrying Fair
amounts values amounts: . X values amounts values
Financlal assets: )
Cash and cash equivalents P129,424,351 P129,424,351 P401,428,135 P404,428,135 408,369,413 P408,369,413
Short-term investmenis 245,301,632 245,301,632 - .- - -
Receivables . 22,339,004 22,339,004 25,921,777 25,921,777 24,717,982 24,717,982
Notes receivable 44,305,002 44,305,002 - - ’ - -
Due from parent company - - 11,851,647 . 11,861,647 180,389,594 180,389,594
Due from co-subsldiary 306,250 306,250 306,250 306,250 262,500 262,500
Available-for-sale 175,737,758 175,737,758 154,440,009 154,440,008 - . -
Held to maturity - 33,787,206 -33,787,206 - 52,253,831 52,253,831 . 45,000,000 45,000,000
Other assels 86,489,093 > 86,489,093 86,489,093 . 86,489,093 85,459,488 85,459,468
P737,690,296 P737,690,296 P732,690,742 P732.690,742 P744,198,977 P744,198,977
Financial liabilities:
Accounts payable and .
accruals ! P7,869,9801 P7,868,901 P28,550,566 P28,550,566 P8,785.420 P8,785.420
Other payables : 850,944 850,944 850,944 850,944 850,944 850,944
Due fo parent company .7,588,913 7,588,913 - — - -
P16,309,758 $16,308,758 P29,401,510 " P29,401,510 P9,636,364 P9,636,364

Assumption used to estimate fair values :

The carrying amounts of cash and cash equivalents, short-term investments, receivables, notes
receivable, due from co-subsidiary, accounts payable and accruals, due to/from parent company
and other payables approximate their fair values due to the short-term maturities of the financial
instruments.

Available-for-sale financial assets are based on quoted market price.

Fair values of held to maturity inves‘tm‘enfs and other assets under time deposits with BPI, are
computed using the discounted cash flow method. 2 '

Fair Value Hierarchy : : - _
The Company uses the following hierarchy for determining the fair value of financial assets and
liabilities: ' o

~+ quoted prices in actiye markets for identical assets or liabilities (Level 1)

+ inputs other than quoted prices included within level 1 that are observable for the asset or
Ii’ability, either directly or indirectly (Level 2) ' :

. inpu‘t’s"for- the asset or liability that-are not based on observable market data.(Level 3)

5. Cash and Cash Equival.ents

This accqunt consists of:

: 2012 2011 2010
Cash on hand and in banks p3,757,819 _ P2941,637  P826425
Special savings : 125,244,815 391,900,319 398,383,068
Time deposits 421,717 6,586,179 9,159,920

P120.424,351 P401,428,135_P408,369,413
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Cash in banks earn interest at the prevailing bank deposit rates. The special savings and time
deposits are made for varying periods of up to three months depending on the immediate cash
requireménts of the. Company, and earns interest at the prevailing special savings and time
deposits rates. Due to the short-term nature of such. transactions, the carrying value
approximates the fair value of the special savings and time deposits. Interest income earned
from cash in banks and short-term bank deposits amounted to P1 3,162,781 in 2012,
P13,197,396 in 2011 and P11,845,046 in 2010. '

Time deposits representing the Peso and US dollar denominated placements with the Bank of -
Philippines Islands-valued at about P71.2 million were reclassified to "Other Assets" in 2007 as

the bank had "put on hold" this account pending the resolution of a case filed by the Company

against the bank (see also Note 13). - :

Short-term Investments

“This account pertains to time deposits with Planters: Development Bank (PDB) amounting to
P245,301,632 as of December 31, 2012 with fixed interest rates of 5% to 5.0694% per annum
and terms of one year. Such time deposits are intended to meet short-term cash requirements,
and may be preterminated anytime by the Company. '

Interest income earned from short—térm investments amounted to P1 ,610,832 in 2012.

Receivables

This account consists of:

_ : . 2012 2011 - 2010
Trade receivable : P2,513,884 P3,845,820 P2,333,189
interest receivable - parent company - , o o ;

" (Notes 25 and 28) - 2,507,233 2,507,233
Interest receivable - other related party (Note 25) 129,111 - .-
‘Interest receivable ‘ ' 637,524 268,191 147,870
Dividend receivable ' 573,996 . 186,667 -
Housing receivable (Note 25) : _ - - 368,967
Others 18,484,489 19,113,866 19,360,723

P22,339,004 P25.921,777  P24,717,982

Trade receivables are unsecured and non-interest bearing and are generally on a 30-day
term. )

Other receivables consist mainty of cash advances made by the ‘Cor'npany in filing various
cases. '

No allowancé for doubtful accounts- and. impairment- loss was provided for management
believes it is conectible. : : '
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Notes Recéivable.

2012 2011 2010

Principal P169,305,002 P125,000,000 P125,000,000
Less allowance for doubtful accounts 125,000,000 125,000,000 125,000,000
Net ' v P44,305,002 P—- P-
Principal amount of notes receivable are as follows:
v Value
Maker ' ~_ Date - Term Rate Cost
Antonio Araneta .— ' P125,000,000
PCCI Finance Corporation 02-Aug-12 180 days 7.00% 30,000,000
Montemar Beach Club Inc. (Note 25) 13-Sep-12 one year 7.00% 6,000,000
Montemar Beach Club Inc. (Note 25) 22-Oct-12 one year 7.00% 4,000,000
Montemar Beach Club Inc. (Note 25) 20-Dec-12 oneyear . 7.00% 4,305,002

P169,305,002

in August 2000, the Company, by approval of the Executive_Committee (ExCom) of the Board of
Directors, granted a P125,000,000 unsecured loan to Mr. Antonio Araneta, the first cousin of the
Chairman of the Board and ExCom member Benito Araneta. The obligation, which was backed
by a Promissory Note (PN), was jointly and severally guaranteed by Antonio Araneta's company,
Ansear Realty and Development Corp. (Ansear). The PN carried.-an interest of 9% per annum,
compounded monthly, and was payable within one year without need of any demand. The PN
stipulated that in the event of default, both Antonio Araneta and Ansear "shall jointly and severally
pay penalty interest to the holder" of 12% per annum, compounded monthly, in addition to the 9% -
interest. Pursuant to a Memorandum of Agreement dated ‘August 17, 2000 between Mr. Araneta
and Philippine Communications Satellite Corporation, in case of default after the first anniversary
of the loan, the Company had the irrevocable option to either collect on the PN or be paid with the
shares that Ansear may have by virtue of the "proposed Merger with Philcomsat", which did
not materialize. Hence, the Company is entitled to collect on the PN including interest of 9% per
annum, compounded monthly, in addition to the stipulated penalty of 12% per annum,
compounded monthly, as the matter of collection on the Note is not related to the Memorandum
of Agreement between Ansear and Philcomsat.

-On due date, Mr. Araneta failed to pay principal and accrued interests. As a-result of. such non
- payment, the Company continued accruing the 9% interest due that accumulated to P78,053,383
" as of December 31, 2005. In 20086, the- Company provided full valuation allowance on the
princip‘al_._amounting to P125,000,000 and the related accrued but unpaid interest of P78,053,383
as ‘of December 31, 2005. Total provision for probable losses charged to operations related to
this account in 2006 amounted to P203,053,383. However, this amount excludes the additional
12% penalty interest per annum, compounded monthly per PN. If the 12% penalty interest were
applied, the total amount due from Mr. Araneta and/or Ansear would be P547M as of 2012.

In 2008, the Company provided full valuation allowance on the principal amount and thg relgted
~accrued interest written-off, excluding the 12% penalty, since management believes that it will be
difficult and will take a long-time to recover the account.

On July 29,.:2010, the Company filed a complaint against Ansear and Mr. Aranetg for a collection
of sum of money, with prayer for preliminary attachment, which the Court granted on August 27,
'2010. The case is now on-going for pre-trial.. ’
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9. Available-for—sale' Financial Assets
Available-for-sale financial assets quoted at market price consist of:
~ 2012 2011 2010
Retail Treasury Bonds P21,221,976 P21,102,068 P—
UITF Peso Bond Fund 35,217,244 32,944,934 -
SMG Purefood Preferred Shares 30,540,000 30,600,000 -
Philam Strategic Growth Fund 30,951,152 23,961,764 -
PAMI Asia Balanced Fund Inc Dollar 17,126,712 - 16,212,253 -
Sun Life Prosperity Balanced Fund 14,501,893 11,568,287 -
UITF Dollar Bond Fund 9,913,634 9,593,578 -
Sun Life Prosperity GS Fund 8,963,164 8,457,125 -
Sun Life Prosperity Dollar Abundance Fund 6,305,336 - -
‘ SM Investment Corp. Bonds 996,647 — -
P175,737,758 P154,440,009 P—
Interest earned from these investments amounted to P936,867 in 2012 and P747,000 in 2011.
Dividend earned from these investments -amounted to P2,119,829 in 2012 and P1,919,167 in
2011. ' ,
There were no disposals of available-for-sale financial assets for the years ended December 31,
2012 and 2011. '
Presented below are the movements in the net changes in fair values of AFS financial assets:
2012 2011 2010
Balance at beginning of year P693,041 p- P-
Fair value changes during the year recognlzed in - :
other comprehensive income 14,596,057 693,041 —
‘ P15,289,098 P693,041 P-
10. Held to Maturity Investments

~ The following investments were aequired with the intention of holding the instruments until its
' maturity, and are mainly composed of retail treasury bonds. Details of the bonds carried at

amortized costs are as follows:

2012

Bond ‘Issue Maturity Coupon
‘Number Date Date Rate Cost
PID05141080 24-Sep-09 24-Sep-14 6.25% 10,000,000
PSALM Bonds "22-Apr-1 0 V22-Apr-1 5 6.88% 15,000,000
ROP 2026 Dollar Bonds 30-Mar-11 30-Mar-26 5.50% 6,787,206
Filinvest Land Inc. Bonds 08-Jun-12 08-Jun-19 5.0185% 2,000,000

P33,787,206
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2011
Bond _ ' Issue- Maturity Coupon . v
Number ' Date ‘Date Rate Cost
P1iD0312i070 24-Sep-09 24-Sep-12 5.25% P20,000,000
PiID05141080 : 24-Sep-09 24-Sep-14 . 6.25% 10,000,000
PSALM Bonds , 22-Apr-1 0 22-Apr-15 6.88% 15,000,000
ROP 2026 Dollar Bonds ' 30-Mar-11. ~ 30-Mar-26 550% 7,253,831
P52,253,831
2010
Bond Issue © - Maturity Coupon
Number Date - - Date . Rate Caost
P1iD03121070 24-Sep-09 24-Sep-12 5.25% P20,000,000
~ PIID05141080 24-Sep-09 24-Sep-14 6.25% 10,000,000
6.88% 15,000,000

PSALM Bonds 22-Apr-10 22-Apr-15

P45,000,000

Interest earned from these investments amounted to P2,388,972 in 201
and P1,871,843 in 2010. : : .

2. P2,240,423 in 2011

11

Proper{y and Equipment

This account consists of:

2011 Additions

Reversals 2012
Cost . . :
Furniture and fixtures P3,486,626 P- P- - P3,486,626
Transportation equipment 4,892,545 - - 4,892,545
Office equipment 220,563 8,482 ~ 229,045
\ 8,599,734 - 8,482 - 8,608,216
Less accumulated depreciation .
Furniture and fixtures _3,486,626 - - 3,486,626
Transportation equipment 4,892,545 - - 4,892,545
Office equipment : , 128,003 74,228 ~- 202,231
8,507,174 . 74228 ~ 8,581,402
P92,560 P26,814
‘ 2010 . Additions Reversals 2011
Cost ’ . : ‘
Furniture and fixtures | P3,486,626 P- P~ P3,486,626
Transportation equipment _ 4,802,545 ' - - 4,892,545
Office equipment 220,563 - - - 220,563
. 8,500,734 - - 8,599,734
Less accumulated depreciation ) ' '
Furniture and fixtures , 3,486,626 - - 3,486,626
Transportation equipment 4,892,545 - - 4,892,545
Office sguipment 54,482 ' 73,521 —~ 128,003
' : 8,433,653 . 73,521 - 8,507,174
P92,560

P166,081 .
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2009 . Additions Reversals 2010

Cost : .
Furniture and fixtures ) P3,486,626 S P- P P3,486,626
Transportation equipment . 4,892,545 - . - 4,892,545
Office equipment - " 10,036 210,527 - 220563
B 8,380,207 - 210,527 - 8,599,734

Less accumulated depreciation .

Furniture and fixtures 3,480,872 . 5,754 - 3,486,626
Transportation equipment 4,892,545 ‘ - ' - 4,892,545
Office equipment ' - 54,482 " 54,482
] 8,373,417 60,236 - 8,433,653
P15,790 . P166,081

Depreciation amounting to P74,228, P73,521 and P60,236 were included in General and
Administrative Costs in the Statements of Comprehensive Income in 2012, 2011 and 2010,
respectively. :

All fully depreciated property and equipment amounting to P8,389,207 in 2012 and P8,379,171 in
2011 and 2010 are still in use and not retired from active use. )

No impairment loss was recognized in 2012, 2011 and 2010.

The managerﬁeht believes that the carrying amount approximates its fair value.

12. Investment Properties

Movements of the Company’s investment properties are as follows:

2011 “-Additions Dispasals 2012

Condominium unit P164,772,000 . P- P164,772,000
Less accumulated depreciation 35,211,120 .- 4,318,696 — 39,529,816
P129,560,880 * P125,242,184
: 2010 Additions Disposals 2011
Cost _ _ P164,772,000 P- P- P164,772,000
{_ess accumtilated depreciation 30,892,424 . 4318696 - . - 35,211,120
P133,879,576 ] s P129,560,880
2009 . Additions ‘Disposals’ 2010

Cost .
Land P267,743,700 - P- P267,743,700 o P-
Condominium unit : 164,772,000 ] - - 164,772,000
’ : 432,515,700 - - 267,743,700 164,772,000
| ess accumulated depreciation : 26,573,728 4,318,696 - 30,892,424
P405,941,972 : P133,879,576

lnvestmentipfoperties consist of various real estate properties assigned to the Company by
Philcomsat, in payment of the latter's unpaid subscriptions to the Company's capital stock.
These real estate properties are recorded in.the books at their appraised values of P405,141,000
as determined by an independent appraiser in1995..
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Certain assigned properties amounting to approximately P211.2 million was covered by Republic
Act.No: 6657, otherwise known as Comprehensive Agrarian Reform Law (CARL). Philcomsat
has filed a protest against CARL for the coverage of its landholdings. In view of the pending
protest, -the Board -of Directors approved on August 12, 1999 Philcomsat's proposal for
substitution of the assigned assets. On January 14, 2000, a Deed of Assignment was made and
executed between the Company and Philcomsat for the substitution of the assigned properties.
The fair market values of the substituted assigned properties, as determined by an independent

_ appraiser in 1997, amounted to P424,035,000. The excess of fair market values of the

substituted properties over the fair market values of the properties previously assigned
amounting to P18,894,000 is shown in the statements of financial position as "Deposit for future
subscription” for the account of Philcomsat.

On September 9, 2009, the Company received a feservation fee amounting to P10,000,000 paid .
by Asia Europe Investment and Development Corp.- for its interest to acquire 28,807 square
meters of investment property owned by the Company located at Mercedes Avenue, Pasig City.
This amount is shown as part of Other Payables in 2009. On August 4 and December 1, 2010,
the Company received the full consideration amounting to P274,620,000 and P3,450,000,
respectively. '

The condominium unit is being leased out'to third parties. Rent income derived from the renital of
condominium unit amounted to P9,968,706, P9,624,104 and P9,047,460 in 2012, 2011 and
2010, respectively. Expenses paid for the land and condominium units that are being leased out
amounted to P1,322,592, P1,616,479 and P1,507,339 in 2012, 2011 and 2010, respectively,
which represents real property tax, insurance, repairs and maintenance and dues and
subscription. : '

Depreciation amounting to P4,318,696 were charged to Cost of Service in the Statements of
Comprehensive Income in 2012, 2011 and 2010 (see Note 19).

No impairment loss was recognized in 2012, 2011 and 2_010'.

Fair value as of March 18, 2013 amounted to P167,364,000 based on the valuatioh of
independent appraisers. ' .

13..

Other Assets

“-This account consists of:

T _ 2012 2011 2010
Time deposits with BPI R P86,489,093  P86,489,093  P85,459,488
Input tax ’ : ' 3,425,719 1,257,012 1,247,200
Creditable withholding tax ‘ - 1,766,360 1,258,882 1,107,068

P91,681,172 P89,004,987 _ P87,813,756
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Included in this account are the peso and US dollar time deposits with the Bank of the Philippines
islands (BP!) which were frozen on December 13, 2007 upon the issuance of a writ of preliminary
injunction against BP! by the RTC Branch 62 of Makati, pursuant to Civil Case No. 07 840, filed
by the current officers of the Company against the bank. In August 19, 2008, BPI filed an
interpleader case with respect to the said PHC accounts in BPI, but only after allowing substantial
disbursements in the approximate amount of P102M, in favor or upon the authority of the former
officers and directors of the Company, despite several notices to BPI that these directors' and
officers’- election in 2004 ‘had been invalidated by the RTC of Makati in Octeber 2006, in an
election protest case that was brought by the predecessors of the current Board of Directors.

Due to continuously weakening of the US dollar, the Company expressed the concern to BPI for

“a conversion of its dollar deposits to Philippine peso through a letter dated March 29, 2011. Ina

letter response dated April 11, 2011, BPI recomimended that the Company should secure the
necessary Court order for that purpose. The Court granted the conversion of the dollar deposits
to Philippine peso on June 17, 2011. :

The time deposits on BP! are short-term investments with peridds of thirty five (35) days and earn
interests ranging from 2.5% per annum. Interest income earned from time deposits- on BPI
amounted to P1,240,409 in 2011 and P1,235,146 in 2010. - '

14.

Accounts Payable and Accruals

This account consists of:

2012 2011 2010

Accounts payable - trade : » P2,268,642 P2,268,642 P2,268,642
Accrued expenses 5,062,508 25,836,055 5,815,699
Accounts payable - others (Note 28) 538,751 445,869 . - 701,079

P7,869,901 P28,550,566 P8,785,420

The accrued expenses includes a provision for management fee to Philcomsat in relation to land
disposal amounting to P20,000,000, which management believes to be reasonable, pending final
determination of liability to Philcomsat (see Note 21). The accrued expense was paid in 2012.

“The accounts payable others includes accrual of professional fees.

156.

Due to I_“from Parent Company

For the year ending 2012, due to parent company amounted to P7,588,913, and for the years
ending 2011 and 2010, due from parent company amounted to P11,851,647 and P180,389,594,
respectively. The account is composed mainly of non interest bearing advances to / from
Philcomsat. Proceeds on the sale of land were remitted by Philcomsat to the Company in 2011.
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16.. Other Payables

This account consists of:

2012

2011 2010
Deposit (Note 23) P686,550 P686,550 P686,550
Withholding tax expanded 835,412 1,005,512 900,897
Subscribers' deposit 139,394 139,394 139,394
Advances from officers and employees - 25,000 25,000 25,000
Documentary stamp tax payable 10,201 51,746 51,746
SSS loans payable 4,795 4,795 4,795
- P1,701,352 P1,912,997 P1,808,382

17. Share Capital
This account consists of:
2012 2011 2010

Authorized share capital
1,000,000,000. common shares at
P1 par value '

£1,000,000,000 P1,000,000,000

issued and outstanding
996,391 ,_254 common shares at
P1 par value

P1,000,000,000

P996,391,254

P996,391,254

Track record of registration:

Date

P996,391,254

Nﬁmber of Shares Licensed

Issue/Office Price

November 28, 1958

-60,000,000

P1

The listed shares are held by a total of 1,172 stockholders as of December 31, 2012, 2011 and

2010.

18 Revenue

This account consists of:

: 2012 2011 2010

Interest income subjected to final tax P18,338,847 P17,792,728 P1 7,459,268

‘ Rent income (Note 23) 9,968,706 9,624,10_4 9,047,460
Dividend income S 2,119,829 1,919,167 -
Interest income not subjécted to final tax 372,807 608,536 999,167
Gain on sale of financial asset through FVPL L 1,705,399 -
Miscellaneous 452,974 445,000 417,500
5 P31,253,163 P32,094,934 pP27,923,395
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19. Cost of Servii:e

Cost of services consist mainly of the depreciation of investment pfbperty being leased out to

tenants. E

20. General and Administrative Costs

This account consists of:

2011

2012 2010
Professional fees P7,231,800 P7,315,357 P2,400,314
‘ Director's fee (Note 25) 7,245,000 7,245,000 10,963,333
Management fee - legal fee 2,825,740 - 2,764,407 2,088,115
Taxes and licenses 1,079,332 1,399,723 1,292,857 -
Rental (Note 23) 834;648 846,979 626,528
Interest 1 239,527 43,372 -
Dues and subscription 232,200 232,200 232,245
Representation and entertainment 201,730 531,049 -
Light and water 147,327 147,208 96,070
Depreciation (Note 11) 74,228 - 73,521 60,236
Court filings’ - 2,079,409 .-
Security and janitorial services : - - 966,595
Others - 3,329,317 1,608,778 1,445,484
‘ P23,440,849 p24,287,003 © P20,171,777

Expenses included under the caption "Others" are normal operating expenses such as

advertising, insurance, repairs and maintenance, -communication,

office supplies and

miscellaneous expenses the individual amount of which are immaterial and below one 1)

percent of the Company's revenue.

21. Other Expenses

“This account consists of:

2012 2011 2010
Loss from sale of land . P- P~ (P1,278,950)
Loss on foreign exchange (1,351,205) (990,650)  (4,111,289)
Other expenses on disposal of land:
Notarial fee - (632,050) . -
Processing and documentation - *(1,000,000) -
Relocafion and titling expense - (1,500,000) -
Commission : - (14,677,200) (2,100,000).
Provision for management fee . - (20,000,000) -

~(P1,351,205) _ (P38,799,900)

(P7,490,239)

The other ;E‘x_‘penses on the disposal of land represents additional exp
connection with the land disposal. ' In 2011, the Company accrued a provisio
fee to Philcomsat in relation to land disposal amounting to P20,00

believes to be reasonable, pending final determination of liability to Phi

0,000, w!

enses. incurred in
n for management
hich management

Icomsat see (Note 14).
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22. Income Tax

The provision for income tax in 2012, 2011 and 2010 represents the minimum corporate income

tax.

The following are the computation of regular corporate income fax:

2011

2012 2010
Net Income (loss) P2,142,413 (P35,310,665) (P4,057,317)
Add (deduct) permanent differences:
Nondeductible representation expense 93,785 252,431 ' -
Penalty ' 18,885 73,143 134,000
Loss on sale of land - - 1,278,950
Dividend income (2,119,829) (1,919,167) -
Interest income subjected to final tax (18,338,847) - (17,792,728) . (14,952,035)
Add (deduct) temporary differences: ) . '
Provision for management fee (20,000,000) 20,000,000 -
Unrealized forex loss (gain) for current year 1,038,466 (544,862) 4,111,289
Realized forex gain from last year . : - 3,622,232 —
Taxable loss (P37,165,127) (P31,619,616)  (P13,485.1 13)
Tax due at 30% ' P— - P- P-
The following are the computation of minimum corporate income tax:
2012 2011 2010
Rent income P9,968,706 P9,624,104 79,019,960
Interest income not subject to final tax 372,807 608,536 3,506,400
Realized gain from last year - 3,622,232 -
Gain on sale of financial asset - 1,705,399 -
Miscellaneous . 452,974 445;O00 445,000
Total income 10,794,487 16,005,271 12,971,360 -
Less depreciation of condominium unit - 4,318,696 4,318,696 4,318,696
Taxable income P6,475,791 P11,686,575 P8,652,664
Tax due at 2% P129,516 P233,732 P173,053

"The Company has NOLCO which can be ‘carried forward
consecutive taxable years immediately following the year of suc
as provided under Section 34(D) of the Tax Code. Details as follows:

Applied/

as a deduction for the next three
h loss, under certain conditions,

. Remaining
Date Incurred Amount Expired Balance Expiry Date
‘December 31, 2012 P37,165,127 P P37,165,127 2015
December 31, 2011 31,619,616 - 31,619,616 2014
December 31, 2010 13,485,113 - 17,571,118 - 2013
December 31, 2009 17,571,118 17,571,118 - 2012
' P0Q,840,974 P17,571,118 P86,355,861

The managérﬁent believes that the Company will not be able to realize
NOLCO, thus n

The Company provided full valuation allowance on its
set up for NOLCO.

the NOLCO in the future.
o deferred tax asset was
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23.

Leases

The Company As a Lessor

On March 17, 2008, the Company leased a porﬁon of its condominium unit located at 2nd Floor
Pacific Star Building, Sen. Gil Puyat Avenue, Makati City to Insbrooks Holdings Co., Inc. from
March 15, 2008 to February 14, 2013. Monthly rental fee for the leased space is P375.00 per

‘square meter subject to 10% escalation fee on the second year and fourth year. The leased

space has an area of one thousand four hundred twenty two (1,422) square meters. On Qctober
27, 2008, the Company leased to Insbrooks Holding Co., additional 408.80 square meters. of
remaining vacant office located at 2nd Floor Pacific Star Building, Sen. Gil Puyat Avenue, Makati
City, commencing on November 1, 2008 to March 14,-2013. Monthly rental fee for the leased
space is P375.00 per square meter subject to 10% escalation fee on the second year and fourth
year. The contracts of lease provides for security deposit equivalent to one (1) month rent.

The total future minimum rental income on current lease contracts for each of the following
periods are as follows:

: L S 2012 2011 2010
‘Due within one year ;e P1,661,451 P9;951,843. P9,473,063 '
Due within five years but not within one year . i - 1.661,451 11,613,294

~ P1,661,451  P11,613,294 P21,086,357

Rent income récognized for the lease of the condominium unit amounted to P9,968,706 in 2012,
P9,624,104 in 2011 and P9,047,460.in 2010. -

The Company As a Lessee

f in 2011, the Company renewed its lease agreement with Ph‘ilcomsat for its office space located
at 12th Floor Telecoms Plaza Building, 316 Sen. Gil Puyat Avenue, ‘Makati- City at a monthly
- rental of P67,857.60 with 5% escalation fee on the second year of the lease. The renewed term

of lease is for the period of 2 years commencing on January 1, 2011 to December 31, 2012,
renewable upon mutual agreement of both parties. ' -

The total future minimum lease paymenis on current lease contracts for each of the following

periods are as follows:

. 2012 2011 2010

Due within one year ‘ P~ P855,006 P814,291
Due within five years but not within one year ' - L - 855,006
: i : ’ P— P855,006 . 1,669,297

Rent expense recognized for the lease of the office space amounted to P834,648 in 2012,
P846.979 in 2011 and P626,528 in 2010. '

24,

Income (Loss) Per Share

' 2012 2011 2010
Netincome (loss) P2,012,897 (P35,544,397) (P4,230,370)
906,391,254 996,391,254 ~ 996,391,254
- P0.0020 (P0.0357) (P0.0042)

Weighted average no. of shares outstanding
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. Related Party Transactions

The Company, in the normal-course of business, has provided and/or received advances and
services to and from related parties. The related party transactions were made at terms
equivalent to those that prevail in arm's length transactions. The following are the details of
related party transactions: ' - ' A

As of December 31, 2012

" Allowance for bad debts!

Classiﬁngﬁéns Tarms and Condition Bad debts for the year -Amount of the T i Oust di
(a) Parent Company: : .
Philippine Communications Sateliite Due to parent unsecured, . none . P7,588,913 P7,588,913
Corporation . <t.bearing. . .
no tarm, payahle in
cash, no guarantess
Deposit for future unabcured, . none - 18:894‘000
g P . .
no tamn, payable in
exchange for shares
of stock, no
quarantess
Interast income - none 372,807 -
. Rental expense . naonse 834,648 -
{b} Co-Subsidlaries .
Resort D P t Corp. Due from co- - unsecured, .nonae . - 306,250
11+, bearing. .

y t
-no term, payable in
cash, no guarantess
(c) Other Related Parties ) .
Montemar Beach Club inc. | HNotes ble d, 7% per none 14,305,002 14,305,002
anmm, ona yenr,
payable In cash, no

guarantess
Interest fvabl d, payable in " none 129,111 129,111
cash and upon )
maturity of the note
raceivahle, no
guarantess
As of December 31, 2011
. Allowance for bad debts/ Bad
Classifications Terms and Condition debts for the ysar Amount of the Ti i O
(a) Parent Company .
ilippine Cc Satellite Corporation  Due from parent  unsacured, noninterest- - ‘none . : P- P11,851,647
company beesing, no term, ;
payable In cash, no
guerantees
Interest receivable  unsecured, no term, none - 2,607,233
payable in cash, o
guarantees
Deposit for future  * unsecured, noninterest- aone. . - 18.894.000
subscription ¢ bearing, no term,
payabie in exchange for -
shares of stock, no
guarantees
Rental exp ! d interest: * none 846,979 20,357
Accrited expenses - bearing, no term, '
payable in cash, no
guarantees
{b} Co-Subsidiaries
Montemar Resort Development Carp. Due from co- unsecured, noninterest- * none 43,750 306,260
subsidiary bearing, no term,

payable in cash, no
guarantees
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. As of December 31, 2010

Altowancs for bad debts/ Bad

. Clagsifications _ ~ Terms and Condition debls for the year Amount of the T il o] 8
(a} Parent Company ) | .
Philippine C ications Satellite Corporation ~Dus from parent unsacured, noninterest- nane P174,265,334 P180,389,594

company bearing, no term, | .
payable in cash, no
guarantees

Interest receivable  unsacured, no term, ’ none . 2,507,233 ! 2,507,233
payable in cash, no
guarantess

Deposit for future  unsecured, noninterest- none ' - 18,894,000

subscription bearing, no ferm,

payable'in axchange for
shares of stock, no
guarantees

Rental exp! / d noné 626,528 . -
Accrued expenses  bearing, no term, ’ :

payable in cash, no

guarantees

(b} Co-Subsidiarias

Montemar Resort Developrment Corp. Dus from co- unsecured, noninterast- rone 50,000 262,500
subsidlary bearing, no term,
payeble'in cash, no
guarantees

(c} Key Management Personsel
Directors and officers Housing loan 6% par annum, payable none - 368,967
receivable in cash and monthly

The following are other relevant relaféd .party disclosurés:

Naturs of | . - ) - On-gaing Contractuat or
Identification Relationship: i Purpose of nt Other Cummitmenls
Philippine Communlcations Sateliite Corporation. parsnt company rental of building for office use : Jease cantract (Note 23)
’ . provide/avail a nor-interest bearing advances for investing andfor working capital - none
purposes
Montemar Resort Devetopment Corp. co-subsidiary pmvldelaw)ail a norvinterest bearing advances for investing andlor working capitat none
’ purposes )
Montemar Bsach Club Inc. co-subsldiary  Provide foans . . promissory nota {Note 8)

Transactions with related partieé are made at normal market prices. An assessment is
undertaken each financial year through a review of the financial position of the related party and
the market in which the related party operates. ' '

Related party transactions have been fai_ﬂy evaluated since the Company treated it same with the
“fransactions to the third parties. | '

There are no parties that fall outside the definition of "related parties” with whom the Company or
its related parties have a relationship that enables the parties to negotiate terms of material
transactions that may not be available from other, more clearly independent parties at' an arm's
length basis. Mo

Compensation of Key Management Personnel
The summary of compensation of key management personnel of the Company are as. follows:

S

L 2012 . 2011 : 2010
Director's fee . _ ' P7,245,000 P7.245,000 P10,963,333
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The Company currently does not have any fulltime employees under its. payroll. However, the
Company is being managed by Philippine Communication Satellite Corporation (Philcomsat),
which owns 81% of the Company's shares, through certain Philcomsat's personnel assigned to
handle the Company's operations. Philcomsat personnel performs services for the Company
such as managing its money market and real estate investments, recording of transactions,
processing of disbursements, custody and safekeeping of forms and records and other services
required for the Company's operations. Amounts paid by the Company to Philcomsat personnel
is shown as part of professional fees. :

26.

Civil Cas_es

There is a pending civil case in the Sandiganbayan involving an action by a group claiming to be
directors -and officers of POTC and Philcomsat seeking. to enjoin the present directors and
officers of POTC and Philcomsat from representing themselves as such directors and officers
and representatives of the latter corporations in the Company. The Company sought the
dismissal of the complaint against it on the ground that it is ndt a real party-in-interest since the

“injunction being sought is not directed against it. The ‘Sandiganbayan issued. a Decision

dismissing the case filed by the group alleging that they are the POTC and Philcomsat board of
directors. They appealed to the Supreme Court on November 10, 2008 and the same is still
pending resolution. In the opinion of Management and its legal counsel, any adverse decision on
this case against the Company, if any, will not materially affect the financial statements. The

- Company also filed cases for the recovery of advances made by former directors-and officers of

the: Company. These civil cases are now pending resolution with the Department of Justice.

27.

Litigati‘on

Criminal Complaint against Benito Araneta for Non-Return of PVHC Deposits

On May 23, 2008, the management through its CFO/Treasurer, Ms. Erlinda Bildner, filed a
criminal complaint for estafa against Benito Araneta. The com plaint was for the money entrusted
to Mr. Araneta amounting to P65M for money market placements. However, the details and
documentation regarding said corporate funds were not provided to the Company by Mr. Araneta

_and such funds were never returned.

On February 9, 2009, the Makati Prosecutor's Office dismissed the case for lack of probable

‘ cause.-On March 4, 2009, the Company through its CFO/Treasurer, Ms. Erlinda Bildner fited an

appeal with- the Department' of Justice, the: Resolution dated February 9, 2009 (Assailed
Resollition) of the Makati Prosecutor, dismissing the case filed by the Company against the
respondent Benito Araneta for estafa under Article 315 (1) (b) of the Revised Penal Code. The
appeal remains pending in the Department of Justice. ' L
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Criminal. Complaint Against Phili‘p Brodett and. Bankwise Ofﬁcérs Uéinq Spurious Bank
Accounts for PHC Deposits

On May 8, 2008, management filed a criminal complaint against Philip Brodett, a Director and
Vice President of the Company, and certain officers of the now defunct Bankwise, which was
taken over in 2005 by Philippine Veterans Bank (PVB) and padlocked by the Bangko Sentral ng
Pilipinas (BSP) on February 8, 2008. The complaint alleged that the -unauthorized deposits,
withdrawals and transfers of the Company's funds in the amount of P66.8M was processed
through spurious bank accounts at Export and Industry Bank (EIB) and Bankwise and involved
the co-mingling and transfer of funds between the Company's accounts and certain personal
accounts. '

Among the allegedly spurious bank accounts used to facilitate the unauthorized transfers of the
Company’s funds into various personal or allegedly corporate accounts are:

_ “Brodett/Nieto, Philip/Manuel” Account No. 1-11 1-00808-2 funded by “Brodett/Nieto,
Philip/Manuel“ Account No. 2.111-03072-6 wherein approximately P42M in Company's funds
were transferred in and out. ,

— “Brodett, Gavino, Piluchi” Personal Account # 1-11 1-0062-6 with Export and Industry Bank

Mr. Manuel Nieto declared in 2,006 that he was unaware and had no knowledge of ‘th'e joint
personal account held in his name and that of Philip Brodett.

In addition, the Complaint alleges Philip Brodett's unauthorized use of corporate funds in the
amount of P39,800,000 through issuance of his personal checks or wire transfers to the
personal accounts of the following former Bankwise officers:

- P30,000,000 to Leonides Val Ortega, ex-President, Bankwise and Vice President PVB on
February 17, 2006 : s
- P4,800,000 to Vicente Campa, Jr., ex-Director, Bankwise on May 17, 2005
" - P5,000,000 to Vicente Campa, Jr., ex-Director, Bankwise on July 29, 2005

The case has now proceeded to trial, and PHC has started to present its evidence.

~ Criminal Complaint Against Enrigue Locsin, Phili‘_p G. Brodett, Benito Araneta, Luis K.
" Lokin, Jr., Manuel D. Andal, Julio Jalandoni and Guy De Leon

° On May 23, 2008, the management through CFO/Treasurer, Ms. Erlinda 1. Bildner, filed a
criminal complaint for estafa against: Enrique Locsin, Philip G. Brodett, Benito Araneta, Luis K.
Lokin,' JF., Manuel Andal, Julio Jalandoni and Guy De Leon. The complaint is premised on the
fact that the reéspondents intentionélly booked under the accounting entries of the Company the
sum of approximately P122,199,459.00 with each entry labeled as "Advances to Affiliates”,
referring to POTC ‘and Philcomsat, which owns 81% of PHC.. However, neither of the latter
companies -actually received any part of said “advances”. - Since. 1o such amounts were
forwarded or credited to, nor received by either POTC and Philcomsat, the complaint alleged that
the respondents caused the unauthorized disbursement, and therefore the misappropriation, of

such funds.

In a Resolﬂition dated May 29, 2009, the Makati City Prosecutor's Qf_’fice dismissed chgrges
against respondents for alleged lack of probable cause. On June 15, 2009, the Company filed a
Petition for Review with the DOJ. ‘
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On July 21, 2010, the DOJ' dismissed the petition the Company filed. On August 6, 2010, PHC
filed a Motion for Reconsideration, which was also denied in an Order dated October 19, 2011.
The Company filed a Petition for Certiorari with the Court of Appeals.

Criminal Complaint Against Concepcion A. Poblador

On February 12, 2008, a complaint was filed by the management through its Director, Mr. Jose
Ma. Ozamiz, against Ms. Concepcion Poblador for the crime of estafa. The complaint is
premised on the fact that Ms. Poblador received the amount of P14,500,000.00, as a “Cash
Advance” from the Company, which she failed to account for and/or return after formal demands
by PHC. .

On February 9, 2009, a Resolution was issued dismissing the case filed against Ms. Poblador on
the grounds of alleged insufficiency of evidence, On March 5, 2009, the Company, through
Director Ozamiz, filed a Petition for Review with the DOJ. '

Complaints Filed Under the Anti-Money Launderi'hq Act (AMLA) ‘

On November 2007, a Complaint was filed by PHC Director Mr. Jose Ma. Ozamiz for the specific
purpose of initiating before the Anti-Money Laundering Council (AMLC) the investigation of
reported violations of the Anti-Money Laundering Act (AMLA) committed by Enrique L. Locsin, .
Philip G. Brodett, Luis K. Lokin, Jr., Benito V. Araneta, Johnny R. Tan, Manuel D. Andal,
Concepcion A. Poblador, Guy De Leon, Renito AV. Saguisag, Sikini C. Labastilla, Edwin M.
Vidal, Cesar Munsayac and Ricardo Abcede (as well as the following banks: Bank of the
Philippine Islands, Bankwise, Inc., Export and Industry Bank, Banco de Oro, Bank of Commerce,
International Exchange Bank (now Union Bank), Union Bank, Far East Bank and Trust Company
(now Bank of the Philippine Islands), ‘Prudential Bank (now Bank of the Philippine Islands),
Metropolitan Bank and Trust Company, Philippine Bank of Communications, Security Bank and
Rizal Commercial Banking Corporation). '

On October 12, 2009, a Resolution was issued by the Court of Appeals’ former 2nd Division
ordering the Bank of Commerce, Bank of the Philippine Islands, Security Bank Corporation,
Export and Industry Bank, Inc., Rizal Commercial -Banking Corporation and Chinatrust (Phils)
Commercial Bank Corp. to immediately freeze for a period of twenty (20) days several bank
accounts of Messrs. Philip Brodett and Leonides Val Ortega, ex-President of the now defunct
- Bankwise Inc. :

" AMLA case was dismissed by the Court of Appeals despite probable cause found by the AMLC
to freeze the accounts of Brodett and his cohorts. Since the respondents were afforded sufficient
time to: pull out their funds from the banks, in between the long delay in processing the cases,
when the AMLA case was eventually ripe for filing with the Court of Appeals, there was very little,
if no money left in the respondents’ accounts: -

Since the Office of the Secretary General (OSG) and the AMLC were surprised to be informed
that a total balance of PhP100,000.00 remained in the bank accounts of Messrs. Brodett and
Ortega, OSG filed a case before the Regional Trial Court to inquire from the banks as to what
happened tg all the money in the stated bank accounts. .
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28. Reclassification df Accounts

'The following accounts in 2011 and ZO1Q have been reclassified to conform with the 2012
financial statement presentation: ’ ' : :

Reclassified From Reclassified To 2011 2010
interest receivable interest receivable - parent company
- affiliate (included as part of - :
(included as part of receivables)
receivables) : P2,507,233 P2,507,233
Due from affiliates Due from parent company
(included as part of (included as part of
noncurrent assets) current assets) . 11,851,647 180,389,594
Due from affiliates Due from co-subsidiary '
(included as part of (includedas part of
noncurrent assets) current assets) 306,250 262,500
Deposit for future Deposit for future
subscription subscription
(included as part of . (included as part of
equity) noncurrent liabilities) 18,894,000 18,894,000
Unearned-rental income  Accounts payable - others
~(included as part of (included as part of
accounts payable accounts payable
and accruals) and accnfals_) 445,869 701,079

29. Supplemental Information Required Under Revenue Regulations

Revenue Requlation 15-2010

On November 25, 2010, the BIR issued' Revenue Re
certain information on taxes, duties and license fees pai
be disclosed as part of the notes to financial statements. Thi

an addition to the disclosure required under full PFRS, is presented as follows:

. VAT Output Tax

The amount of VAT output declared amounted to' P1,401,73
- P11,681,145 in 2012, P1,045,171 .based on receipfs amou

P1,097,401 based on receipts for the year amounting to P9,145,010 in 2010.

VAT Input Tax

gulation (RR) 15-2010, which requires
d or accrued during the taxable year to
s supplemental information, which is

7 based on receipts amounting to
nting to P8,709,755 in 2011 and

The amount of VAT input taxes claimed broken dewn into:
2012 2011 2010

Balance at January 1 i P1,257,012 247,200 P1,053,685
Current year's domestic purchases/payments for: . D
" Goods other than for resale or manufacture - 16, . EN09 90,282

Services lodged under other accounts ' 68/ A85%, 413,884
Total : T.87943%;,\ 1,557,851
Less tax credit n616,178 7 o 31 0,651
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Taxes on Importatlon )
The Company has not- imported goods for busmess use.. No customs duties and tariff fees were
accrued or paid durmg the years 2012, 2011.and 2010.

Excise Tax
The Company does not have excise tax in 2012 2011 and 2010 since it does not have any
transactions which are subject to excise tax.

Taxes and Licenses
The details of taxes and hcenses included in operating expenses are as follows

: : 2012 2011 2010
Real property tax : » ~ P436,570 P740,978 P743,361
Business permit 354,870 91,643 98,744
PSE annual listing 250,000 250,000 250,000
Documentary stamp tax 6,270 172,560 4,351,938
Capital gains tax - ‘ - 17,284,200
Others . 31,622 144,542 169,864

P1,079,332 P1,399,723  P22,898,107

Withholding Taxes : ‘
The details of total w;thholdmg taxes for.are as follows:

2012 2011 2010
Compensation and benefits P— pP— p_
. Creditable : 5,128,935 2,108,305 2,367,810

T P5,128,935  P2,108,305  P2,367,810

Def:c:ency Tax Assessment - : :
The Company received a final tax assessment from the BIR for the taxable year 2009 as follows:

Amount Date Paid

Withholding tax expanded : P305,954 28-Nov-12
Value added tax : 280,387 18-Dec-12
Documentary stamp tax : : . 84,539 23-Nov-12
Total P670,880

:' Revenue Regulation 19-2011

Revenue Regulations No. 19-2011 was issued to prescribe the new BIR forms that will be used
for Income Tax filing covering and starting with December 31, 2011, and to modify Revenue
Mémorandum Circular No. 57-2011 dated November 25, 2011.

The following are the schedules prescribed under existing revef : ' nces applicable to the
Company as of December 31, 2012: ;

Revenue
- RCIT
Rent income N O 58,706
Interest income not subjected to final tax 472,807
" 452,974

Miscellaneous

P1d,794,487
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Cost of Service

. The breakdown of the Company’s cost of sales for income tax purposes is as follows:

: Exempt RCIT
Depreciation ' P— P4,318,696
Non-operating and Taxable Other Income
The Company has no non-operating and taxable other income during the year.
ltemized Deductions
The breakdown of the Company’s cost of sales for income tax purposes is as follows:
Exempt RCIT
Director's fee ' P— P7,245,000
Professional fees — 7,231,800
Management fee - legal fee _ : - 2,825,740
Taxes and licenses ’ - 1,060,447
Rental S : ' - 834,648
Dues and subscription - 232,200
Light and water : : IS : - 147,327
Depreciation ' _ : - 74,228
Interest . : ' : ' - . 239,527
Representation and entertainment ' - — 107,945
Realized loss current year _ _ - 312,739
Provision of management fee from last year paid in current year - 20,000,000
Others ' ’ ' ‘ - 3,329,317
pP- P43,640,918

Taxes and Licenses

Taxes and licenses presented as part of "General and Administrative Costs" account in the

Company's statement of comprehensive income include the following:

" Real property tax
Business permit
PSE annual listing
Documentary stamp tax

P436,570
354,870
250,000

6,270
31,622

Others

P1,079,332_
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PHILCOMSAT HOLDINGS CORPORATION

Schedule A — Financial Assets
December 31, 2012

Number of Value based
Shares on Market
or Principal Quotations at
‘ Amounts of Amount. End of Income
Name of Issuing Entity and Association of - Bonds Shown in the Reporting  Received and
Each Issue and Notes Balance Sheet Period Accrued
Short-term investments
Planters Development Bank P245,301,632 P245,301,632 P1 ,610,832
Notes receivable : .
Montemar Beach Club Inc. P14,305,002 = P14,305,002 P129,111
PCCI Finance Corporation 30,000,000 30,000,000 . 1,684,667
P44,305,002 - P44,305,002 P1 813,778
Available-for-sale financial assets : '
Retail Treasury Bonds P20,000,000 P21,221,976 P21,221 976 P915,000
SMC Purefood Preferred Shares 30,000 shares 30,540,000 30,540,000 2,119,829
Philam Strategic Growth Fund 61,711 shares 30,951,152 30,951,152 -
Sun Life Prosperity Balanced Fund 4,249,141 shares 14,501,893 14,501,893 -
Sun Life Prosperity GS Fund 6,038,647 shares - 8,963,164 8,963,164 -
Sun Life Prosperity Dollar Aburidance Fund 51,696 shares 6,305,336 6,305,336 -
PAMI Asia Balanced Fund inc Dollar 403,746 shares 17,126,712 = 17,126,712 -~
UITF Peso Bond C 156,252.76 units 35,217,244 35,217,244 -
UITF Dollar Bond 125,166.06 units . 9,913,634 9,013,634 -
SM Investment Corp. Bonds P1,000,000 006,647 996,647 21 ,867
P175 737,758 P175,737,758  P3,056,696
Held to maturity investments :
RP P1ID05141080 P10,000,000 .= P10,000,000 P10,000,000  P498,424
PSALM Bonds P15,000,000 15,000,000 15,000,000 801,828
Filinvest Land Inc. Bonds P2,000,000 2,000,000 2,000,000 62,803
ROP 2026 Dollar Bonds $160,000 6,787,206 6,787,206 398,286
: ‘ ' P33,787,206 .= P33,787,206 P1,761 ,34;L

Short-term investments and notes receivable approximéte their fair values due to the short-term maturities of

the financial instruments.

Held to maturity investments are based on amortized cost.

Available-for-sale financial asséts are based on quoted market pnce
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PHILCOMSAT HOLDINGS CORPORATION

Schedule B — Amounts Receivable from Directors, Officers, Employees, Related Parties,
and Principal Stockholders '
December 31, 2012

Balance at - . .
Narme-and Designation Beginning of ‘Amounts o Balance z?t End
- of Debtor ' Period Additions Collected Current Not Current of Period
Notes receivable - other
related party ) . . ‘ _ .
Montemar Beach Club Inc. . P- 14,305,002 : P- - P14,305,002 P~ P14,305,002
Due from co-subsidiary
Montemar Resort ‘ )
Development Corp. P306,250 P- P- P306,250 P- P306,250
Interest receivable . i . )
- Montemar Beach Club Inc. P~ P129,111 : P- P129,111 P- P129,111

Notes receivable from other related party are unsecured, with one year term, interest rate of seven percent
(7) per annum, renewable for another year and settlement occurs in cash, unless otherwise indicated.»




PHILCOMSAT HOLDINGS CORPORATION -

Schedule C — Amounts Receivable from and Payable to Related Parties which are
Eliminated during the Consolidation of Financial Statements
December 31, 2012 '

- Not applicable -




PHILCOMSAT HOLDINGS CORPORATION =~ |

Schedule D — Intangible Assets - Other Assets
December 31, 2012 . ' :

- Nil -



PHILCOMSAT HOLDINGS CORPORATION

Schedule E — Long Term Debt
December 31, 2012

- Nif -



PHILCOMSAT HOLDINGS CORPORATION
Schedule F — Indebtedness to Related Parties (Long-Term Loans from Related Companies).
December 31, 2012 ‘

Name of related party - Balarice at beginning of period - Balance at end of period

Due to parent company
Philippines Communications . ' :
Satellite Corporation I P7,588,913

Deposit for future subscription

Philippines Communications _ ..
Satellite Corporation P18,894,000 . P18,894,000

The Company, in-the normal course of business, has transactlons with related parties which are
entered into under normal commercial terms and conditions.



PHILCOMSAT HOLDINGS CORPORATION -

Schedule G — Guarantees of Securities and Other Issues
December 31, 2012 - '

- Nil -



PHILCOMSAT HOLDINGS CORPORATION

Schedule H — Capital Stock
-December 31, 2012

Number of
Shares
Reserved for
: - Options;, :
: Number of Warrants, - Number of Shares Held By
Number of Shares Conversions, o Directors,
Title of Shares Issued and and Other ‘ _Officers and
Issue Authorized Outstanding Rights - Affiliates Employees Others

Common  1,000,000,000 996,391,254 —. 800,590,390 152,264,200 43,536,664



PHILCOMSAT HOLDINGS CORPORATION

Mapping of Relationships Between and Among the Company and
its Ultimate Parent Company, Middle Parent Subsidiaries or Co-Subsndlarles and
Associates

As of DECEMBER 31, 2012

PHILIPPINE OVERSEAS TELECOMMUNICATIONS
CORPORATION
(Ultimate Parent)

PHILIPPINE COMMUNICATIONS SATELLITE
CORPORATION (PHILCOMSAT)
(Middle Parent)

PHILCOMSAT HOLDINGS MONTEMAR RESORT
CORPORATION ~ DEVELOPMENT CORP. (MRDC)

(subsmlary of PHILCOMSAT) * (Subsidiary of PHILCOMSAT)




PHILCOMSAT HOLDINGS CORPORAT!ON

Key Performance Indicators _
For the Years Ended December 31,2012, 2011 and, 2010

2011

Interest rate coverage ratio

and taxes over interest expense

2012 2010
Current ratio Current assets over current 25791 | 14.46:1 | 57.95:1
liabilities 7
Solvency ratio Total assets over total liability 24.10:1 17.54:1 29.87:1
Asset to equity ratio Total assefs over total equity 1.04:1 1.06:1 1.03.1
Debt-to-equity ratio Debt over stpckholder‘s equity . 0.04:1 - 0.06:1 0.03:1
Debt less cash and cash :
Net debt:o-equity ratio equivalents over stockholders' 0111 -0.43:1 -0.45:1
‘ - equity :
Gross proft ratio Gross profit over gross revenue 86.18% 86.54% 84.53%
Net lneome fr_om o.peratlons Income from operations over - 7 47% NA NA
to profit margin ratio gross profit :
Return on assets Annuahzeq net lnco.me over total 0.23% NA C NA
assets during the period
K Annualized net income o’ver -
Return on equity ending stockh‘olders' equity during| - 0.24% NA NA
Do the period
Earnings before interest expense |- - NA NA NA




PHILCOMSAT HOLDINGS CORPORATION )

Framework for the Prepération and Presentation of Financial Statements

Conceptual Framework Phase A: Objectives and qualitative characteristics -

PFRSs Practice Statement Management Commentary . . ' v
Philippine Financial Reporting Standards '

PFRS 1 -{First-time Adoption of Philippine Financial Reporting Standards 4 -
(Revised)

Amendments to PFRS 1 and PAS 27: Cost ofan Investmentina | v
Subsidiary, Jointly Controlled Entity or Associate

Amendments to PFRS 1: Additional Exemptions for First-time
Adopters

Amendment to PFRS 1: Limited Exemptlon from Comparat:ve v
PFRS 7 Disclosures for First-time Adapters

Amendments to PFRS 1: Severe Hyperinflation and Removal of - v
Fixed Date for First-time Adopters

Amendments to PFRS 1: Govemnment Loans - Not early adopted
PFRS.2 Share-based Payment " : - v
’ " iAmendments to PFRS 2: Vesting Conditions and Cancellations v
Amendments fo PFRS 2: Group Cash—seﬁled Share-based o : v
Payment Transactions )
PFRS 3 Business Combinations
(Revised) .
PFRS4 Insurance Contracts - : v

h Amendments to PAS 39 and PFRS 4: Financial Guarantee v
Contracts :

PFRS 5 Non-current Assets Held for Sale and Discontinued Operatiohs ] v

PFRS 6 Exploration for and Evaluation of Mineral Resources ‘ v

PFRS 7 Financial Instruments: Disclosures v
Amendments to PAS 39 and PFRS 7: Reclassification of - . v
Financial Assets ’
Amendments to PAS 3% and PFRS 7: 'ReClassiﬁcaﬁon‘df
Financial Assets - Effective Date and Transition

Amendments to PFRS 7: Improving Disclosures about Financial /'
_iInstruments :

""_ “{Amendments to PFRS 7: Dlsclosures Transfers of Financial v
Assets

Amendments to PFRS 7: Disclosures — Offsetting Fmancnal
Assets and Financial Liabilities : _
Amendments to PFRS 7: Mandatory Effective Date of PFRS 9 C Note arly adopted
and Transition Disclosures

Not early adopted

PFRS 8 Operating Segments
PFRS.9 Financial Instruments

Amiendments to PFRS 9: Mandatory Effective Date of PFRS 9 Not early adopted
and Transition Disclosures

PFRS 10 Consolidated Financial Statements
PFRS 11 Joint Arrangements

PFRS 12 Disclosure of Interests in Other Entities
PFRS 13 Fair Value Measurement

Not early adopted

‘Not early adopted
Not early adopted
Not early adopted
Not early adopted




Philippine Accounting Standards
PAS 1 (Revised) | Presentation of Financial Statements v
Amendment to PAS 1: Capital Disclosures v
Amendments to PAS 32 and PAS 1: Puttable F'inanpial
Instrurments and Obligations Arising on Liquidation
Amendments to PAS 1: Presentation of ltems of Other v
Comprehensive Income
PAS 2 Inventories
PAS 7 Statement of Cash Flows v
PAS 8 : :
Accounting Policies, Changes in Accounting Estimates and Errors v
PAS 10 Events after the Reporting Period v
PAS 11 Canstruction Confracts
PAS 12 Income Taxes : : v
Amendment to PAS 12 - Deferred Tax: Recovery of Underlying /
Assets : :
PAS 16 Property, Plant and Equipment v
PAS 17 Leases : v
PAS 18 "iRevenue v
PAS 19 Employee Benefits
Amendments to PAS 19: Actuar_ia! Gains and Losses, Group
Plans and Disclosures '
(?:r‘:eii%:le’ d) Employee Benefits _ Not early adopted
PAS 20 | Accounting for Government Grants and Disclosure of
Government Assistance '
PAS 21 The Effects of Changes in Foreign Exchange Rates v
Amendment: Net Investment in a Foreign Operation
PAS 23 Borrowing Costs :
(Revised) - _
PAS 24 Related Party Disclasures v
(Revised)
PAS 26 Accoimting and Reporting by Retirem:ent Benefit Plans
PAS 27 Consolidated and Separate Financial Statements
PAS-27 Sepa.rate Financlal Statements Not early adopted
(Amended)
PAS 28 _-ilnvestments in Associates
PAS 28 ) Investments in Associates and Joint Ventures Not earty adopted
{Amended) . .
PAS 29 Financial Reporting in Hyperinflationary Economies
PAS 31 Interests in Joint Ventures )
PAS 32 Financial Instruments: Disclosure and Presentation v
Amendments to PAS 32 and PAS 1: Puttable Financial
Instruments-and Obligations Arising on Liquidation
Amendment to PAS 32: Classification of Rights Issues
Amendments to PAS 32: Offsetting Financial Assets and - Not early adopted
Fihancial Liabilities ‘
PAS 33 Earnings per Share -
PAS 34 Interim Financial Reporting
PAS 36 Impairment of Assets v
PAS 37 ‘IProvisions, Contingent Liabilifies and Contingent Assets v




Amendment to SIC - 12: Scope of SIC 12 -

PAS 38 Intangible Assets - v
PAS 39 Financial Instruments: Recognition and Measurement
Amendments ta PAS 39: Transition and !nitial Recognmon of:
Financial Assets and Financial Liabilities :
Amendments to PAS.39: Cash Flow Hedge Accounting of - v
Forecast Intragroup Transactions
Amendments to PAS 39: The Fair Value Option
Amendments to PAS 39 and PFRS 4: Financial Guarantee v
Contracts
Amendments to PAS 39 and PFRS 7: Recla55|ﬁcahon of
Financial Assets
Amendments to PAS 39 and PFRS 7: Reclassification of
Financial Assets — Effective Date and Transition
Amendments to Philippine Interpretation lFRIC—Q and PAS 39: v
Embedded Derivatives
Amendment to PAS 39: Eligible Hedged Items 4
PAS 40 Investment Property
PAS 41 Agriculture v
Philippine Interpretations )
IFRIC 1 Changes in Existing Decommissioning, Restoration and Similar v
: Liabilities
IFRIC 2 . Members' Share in Co-operative Entities and Similar vlnstrument»s v
IFRIC 4 Determining whether an Arrangement contains a Lease
IFRIC 5 Rights to‘lnterests arising from Decommissioning, Restoration v
and Environmental Rehabilitation Funds
IFRIC 6 Liabili.ties arising from F’articipating in a Specific Market - Waste v
Electrical and Electronic Equipment
Applying the Restatement Approach under PAS 29 Financial v
IFRIC 7 Reporting in Hyperinflationary Economies
IFRIC 8 Scope of PFRS 2 v
IFRIC 9 Reassessment of Embedded Derivatives v
Amendments to Philippine Interpretation IFRIC-9 and PAS 39: v
Embedded Derivatives
IFRIC 10 Interim Financial Reporting and Impairment v
IFRIC 11 PFRS 2- Group and Treasury Share Transactions. v
IFRIC 12 Service Concession Arrangements ' v
IFRIC 13 Customer Loyalty Programmes . | g
IFRIC 14 " IThe Limit on a Defined Benefit As_set, Minimum Funding. v
Requirements and their Interaction
‘IAmendments to Philippine Interpretations IFRIC-.14, v
: ‘IPrepayments of a Minimum Funding Requirement
IFRIC 16° Hedges of a Net Investment in a Foreign Operation v
IFRIC 17 Distributions of Non-cash Assets to Owners v
IFRIC 18 Transfers of Assets from Customers v
IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments v
IFRIC 20 Stripping Costs in the-Production Phase of a Sufface Mine Not early adopted
SIC-7 Introduction of the Euro . v
SIC-10 .Géve-‘mment Assistance - No Specific Relation to Operating . v
Activities ;
SiC-12 Consolidation - Special Purpose Entities =




Jointly Controlled Entities - Non-Monetary Contributions by
Venturers

SIC-15 Operating Leases - Incentives

SiC-25 Income Taxes - Changes in'the Tak Status of an Entity or its
Shareholders : )

SIC-27 Evaluating the Substance of Transactions Involving the Legal
Form of a'l.ease

$iC-29 Service Concession Arrangements: Disclosures

SIC-31 ' .
Revenue - Barter Transactions Involving Advertising Services

$1C-32 Intangible Assets - Web Site Costs




