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CR03927-2020

SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER

1. For the quarterly period ended
Mar 31, 2020
2. SEC Identification Number
102165
3. BIR Tax Identification No.
000-803-498-000
4. Exact name of issuer as specified in its charter
Bright Kindle Resources & Investments, Inc.
5. Province, country or other jurisdiction of incorporation or organization
Manila, Philippines
6. Industry Classification Code(SEC Use Only)

7. Address of principal office

16th floor, Citibank Tower, Paseo de Roxas, Makati City
Postal Code
1227

8. Issuer's telephone number, including area code
(+632) 8833-0769
9. Former name or former address, and former fiscal year, if changed since last report

10. Securities registered pursuant to Sections 8 and 12 of the SRC or Sections 4 and 8 of the RSA

Title of Each Class Number of Shares of Common Stock Outstanding and Amount of Debt Outstanding
COMMON 1,528,474,000
11. Are any or all of registrant's securities listed on a Stock Exchange?
Yes No
If yes, state the name of such stock exchange and the classes of securities listed therein:

Philippine Stock Exchange
12. Indicate by check mark whether the registrant:

(a) has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17 thereunder
or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 and 141 of the
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Corporation Code of the Philippines, during the preceding twelve (12) months (or for such shorter

period that the registrant was required to file such reports)

Yes No

(b) has been subject to such filing requirements for the past ninety (90) days
Yes No

The Exchange does not warrant and holds no responsibility for the veracity of the facts and representations contained in all corporate
disclosures, including financial reports. All data contained herein are prepared and submitted by the disclosing party to the Exchange,
and are disseminated solely for purposes of information. Any questions on the data contained herein should be addressed directly to

the Corporate Information Officer of the disclosing party.

Bright Kindle Resources
& Investments, Inc.

Bright Kindle Resources & Investments Inc.
BKR

PSE Disclosure Form 17-2 - Quarterly Report
References: SRC Rule 17 and
Sections 17.2 and 17.8 of the Revised Disclosure Rules

For the period ended Mar 31, 2020

Currency (indicate
units, if applicable) PHP

Balance Sheet

Period Ended Fiscal Year Ended (Audited)
Mar 31, 2020 Dec 31, 2019
Current Assets 22,505,332 23,505,274
Total Assets 2,608,676,934 2,634,827,849
Current Liabilities 1,673,578,760 1,673,673,206
Total Liabilities 1,673,578,760 1,673,673,206
E::t'zli:ZgI(Deficit) 87,946,431 114,002,900
Stockholders' Equity 935,098,174 961,154,643
Stockholders' Equity - Parent - -
Book Value per Share 0.61 0.63
Income Statement
C&rﬁgatYhesa;r Prévliv? g:t::)ar Current Year-To-Date = Previous Year-To-Date
Gross Revenue 312 91 312 91
Gross Expense 1,387,855 1,536,043 1,387,855 1,536,043
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Non-Operating Income | -

Non-Operating
Expense 24,668,926

Income/(Loss) Before  _
Tax 26,056,469

Income Tax Expense -

Net Income/(Loss) After | _
Tax 26,056,469

Net Income Attributable
to -
Parent Equity Holder

Earnings/(Loss) Per

Share -0.02
(Basic)

Earnings/(Loss) Per

Share -0.02
(Diluted)

Earnings/(Loss) Per Share (Basic)
Earnings/(Loss) Per Share (Diluted)

Other Relevant Information

NONE

Filed on behalf by:
Name
Designation

25,924,095

-27,460,047

-27,460,047

-0.02

-0.02

Quarterly Report

24,668,926 25,924,095
-26,056,469 -27,460,047
-26,056,469 -27,460,047
-0.02 -0.02

-0.02 -0.02

Current Year (Trailing 12 months)

Maila Lourdes De Castro

Previous Year (Trailing 12 months)
-0.06
-0.06

Corporate Secretary, Compliance Officer and Data Privacy Officer
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SECURITTES AND EXCHANGE COMMISSTON
SEC FORM 17-Q
QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2) (b) THEREUNDER

. Fuor the quarterly period ended March 31, 20240
2. Commission Identification Number 102165

3. BIR Tax Tdentification No, Q00-803-498-000

4, Exact name of registrant as specified in its charter: BRTGHT KINDLE RESOURCES &
INVESTMENTS, INC.

5. Philippines
Provinee, Country or other jurisdiction of  incorporation or organization

. Industry Classification Code: SEC Use Cnly)

7. 16" Floor Citibank Tower, 8741 Paseo de Roxas, Makati City 1209
Address of issuer’s principal office PPostal Code

8. 032 /833-0769
Repmstrant's lelephone number, including area code

9. Former name, former address, and former fiscal year, if changed since last report

1. Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and § of the
RSA
Number of Shares of Common Stock
Title of Each Class Outstanding and Amount of Debt Outstanding

Common Stock, P0O.55 par value 1,528, 474,000 (as of 03/31/2(0)
1. Are any or all of these securities listed on the Philippine Stock Exchange?
Yes [x] No T[]
12, Indicate by check mark whether the registrant:

{a) has filed all reports required to he filed by Section 17 of the Code and SR Rule 17
therennder or Sections | | of the RSA and RSA Rule 11{a)-1 thereunder, and
sections 26 and 141 of the Corporalion Code of the Philippines. during the
preceding 12 months {or for shorter period the registrant was required to file such
reports):

Yes [x| Ma| ]

(b} has been subject to such filing requirements Tor Lhe past 90 days
Yes [x] No[]
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PART T - FINANCIAL INFORMATION

Item 1. — Financial Statemenis

The unaudited Financial Statements of Bright Kindle Resources & Investments, Inc. {(“the Company™) as
at March 31, 2020 (with comparative audited Statements of Financial Position as at December 31, 2019,
and for the three months ended March 31, 2019 is in compliance with penerally accepied accounting
principles and there were no changes made in accounting policies and methods of computation in the
preparation of the interim financial statecments,

Summary of statements of linancial position as at March 31, 2020 and December 31, 2019

Unaudited Audited
March 31, 2020 December 31, 2019 Increase (decrease)
Amount Percentage

______ (F°000) (P000)  (PUO00)
Current assets P12,505 P23.505 (B 10007 (4.25%)
Noncurrent assets 2,586,172 2,011,323 (25,131} {0.06%)
Total Asscts £2,608,677 P2.634.828 (P26,151) {0.99%)
Current Liabilities P1,673,579 P1.673,673 (P94} (0.006%)
Equity 935,098 961,155 (26,057) (2.71%)
Total Liabilitics and Equity P2,608,677 £2,634,828 (P26,151) (0.99%)

Summary of unaudited statements of comprehensive income for the three months peried ended
March 31, 2020 and 20109

Mareh 31,
2020 2019
(P*000) {B000)
General and administrative expenses {#1,388) {P1,536)
Share in net income (loss) ol an associate (24,669) (25.924)
Tnterest income 1] 1]
Income {loss} (P26,057) (P27.460)

Summary of unaudited statements of cash flows for the three months period ended March 31, 2020 and
20149

For three monchs Eﬁded

March 31,

2020 2014

(®000) (P"000)

Cash provided by operating activities P348 P37
Cash provided by {used in) investing activities - -
Cash provided by (used in) linancing aclivilies ) - -
Increase in cash - 348 37
Cash at beginning of period ) 559 250

Cash at end of period B PO0T P296

el



ltem 2. Management's Discussion and Analysis of Financial Condition and Results of Operation

Results of Operation

Three months ended March 31, 2020 compared with three months ended March 31, 2019

Tncome
The Company’s income mainly comes from interest on bank deposits. The balance of interest is minimal
for both periods, due to lower level of cash in banks,

General and administrafive expenses

Exeept for its monthly recurring general and administrative expenses, the Company has no major
disbursements during the period. Total general and administrative expenses for the period of
P1.39 million has slightly declined by P0O.15 million compared with the same period last year. The
movement is attributable to the following:

. Professional fees
Professional fees declined by 007 million or 16.51% compared with same peniod last vear.
Payment for the progress billing o external auditor last year, resulted Lo higher expense than the
current period.

b Chutside services
More outsourced services were incurred last year than this year, resulting to decrease in Outside
services account by PO.06 million or 43.30%.

Share in net loss of an associate

The Company’s share in net loss of an associate amounted 10 P24.67 million this period. There is a
slight decrease in share in net loss by P1.26 million or 4.84% compared with the same period last year.
MARC, an associate has net loss position, both this year and last vear,

SMatements of Financial Position

The significant changes in the statement of financial position accounts during the three months ended
March 31, 2020 compared wilh the December 31, 2019 level are as follows:

e Cash
Cash balance has increased by PO.35 million or 62.34%. The increase in the account is mainly due
to collection of receivables rom a related parly totaling #1.5 million during the period. Payments
lor general and administrative expenses, and of last vear’s accruals has offset the inerease in cash.

o e from related parties
The decrease in this account by P1.5 million is mainly due to collection of receivables from MMDC
during the period.

o (Oiher curvent assers
The increase in other current asset by P0.15 million 15 mainly due to down payment made to a third
party in connection with the preparation of the Company’s Sustainabilily report,

s Property and equipment
Decrease in property and equipment by P0.48 million is mainly due to depreciation for the period,
No additions and/or disposals were made during the first quarter of the current year,

e [uvesiment in an arsociate
The decline in investment in an associate by P24.67 million pertains to the share in net loss of an
associate recognized during the period.



o Acoried expenses and other current liahilities
This account decreased by P0.09 million or 30.92%, due to payments made on the previous year's
accruals.

o Retained earnings
The decline in retained earnings by P26.06 million, pertains to the net loss recognized for the period.

Stetements of Cash Flows

Cash provided by operating activities for the three months ended March 31, 2020 and March 31, 2019
amounts to P0.35 million, and P0O.04 million, respectively. Increase in cash for the current period is the
net result of the following significant transactions:

e Colleetion of £1.5 million from a related party.
e Payment of general and administrative expenscs during the period,
= Payment of last year’s accruals.

HORIZONTAL AND VERTICIAL ANALYSEY

March 31, 2020 December 31, 2019 Increase {Decreasc)

(Unaudited) {Audited) Amount Percentape
ASSETS
Current Assets
Cash POOT023 BP558,722 348,301 62.34%
Due from related parties 11,948,152 [3.448.152 (1,500,000 -11.15%
Other current assets 9,650,157 6.498.400 151,757 1.60%
Total Current Assets 22,505,332 23,505,274 (999947 -4.25%
Noncurrent Assets
Property and equipment 40,720,810 41,202,857 (482,047 -1.17%
Tnvestment in an associale 2,545.450,792 2,570,119.718  (24,668,926) -0.96%,
Total Noncurrent Assets 2,586,171,602 2,611,322,575 (25,130,973 -0.96%
#2,608,676,934 B2634.827.849 (P26,150,915) -0.99%,
LIABILITIES AND EQUITY
Current Liabilities
Accrued expenses and other
current liabilities 211,006 P305,452 (P94 446) -300.92%,
Due to a related party 1,866,031 1,866,031 =
Mote payable 1,671,501,723 1,671,501,723 E =
Total Current Liabilities 1,673,578,760 1,673,673,206 (#4.446)  -0.006%
Equity
Capital stock 840,660, 70 40,660,700 = =
Retained eamings 87,946,431 114,002,900  [26.036,409) -22.95%
Other comprehensive income 6,491,043 6,491,043 = =
Total Equity 935,098,174 961,154,643 (26,056, 409) 2.7 1%
#2,608,676,934 P2.634,827,849 (P26,150,915) -0.99%




Key Perfaormance fndicarors

- “March 31, 2020 March 31, 2009

Net loss (P26,056,469) (P27.460.047)
Quick assels 12,855,175 l6, 751,222
Current assets 22,505,332 26,083,181
Total Assets 2.608,670,934 2606257113
Current labilities 1.673,578.760 [.674,068,008
Total habilities 1,673,578,760 |,674,068.908
Stockholders’ Equity 035.098,174 932, 188.115
MNumber ol cornmon shares outstanding 1,528,474,000 [ 328,474,000
Liguidity ratios: - _

Curremnt ratio (1) 0L.o:1 (Lo2:1

Quick ratin (2) LE:1 (Lol

Solvency Ratios:

Debt ratio (3) 0.64:1 641

Dbt to Fquity ratio (4) 1.79:1 1.80:1
Profitability ratios: )
Retum on equity (5) B {(L0O3F) {0.03)
Relum on assels (6} i {(h01) (0.0l
Income (loss) per share (7) - {0.02) (0.02)

Other Information

A

Any known trends, demands, commitments, cvents or uncertainties that will have a material
impact on the issuer’s lquidity.

Nathing to disclose

Any events that will trigger direct or contingent financial obligation that 1s material to the
company, including any default or acceleration of an obligation.

MNothing w disclose

All material off-balance sheel transaclions, wtangements. obligations (including contingent
obligations), and other relationships of the company with unconsolidated entitics or other persans
created during the reporting period.

Nothing to disclose

Any matcrial commitments for capital expenditures, the general purpose of such commitments
and the expected sources of funds for such expenditures,

Mothing to disclose
Any known trends, events or uncerlaintics that have had or that are reasonably expected to have
a malerial favorable or unfavorable impact on net sales/revenues/income from continuing

operalions,

Nothing to disclose



£ Any significant elements of income or loss that did not arise from the issuer’s continuing
operations,

MNothing to disclose

PART 11 - OTHER INFORMATION

The Company may, at its option, repor] under this item any information not previously reported in a repaort
on SEC Form 17-C. [T disclosure of such information is made under this Part 11, it need not be repealed
i a report on Form 17-C which would otherwise be required to be filed with respect to such information
o in i subscouent report on Form 17-0).

PART LI - FINANCTAL SOUNDNESS INDICATORS

March 31, 2020 March 31, 2019
Liguidity Ratio
Current Ratio 0.01 0.02
Current assets 22,505,332 26,083,181
Curtent liabilitics 1.673,578,760 |,674,068,998
Cuick Ratio 0.01 0.01
Ouick assel 12,855,175 16,751,222
Curremt liabilities 1.673,578,760 1,674, 068,998
Solvency Ratio
Dehi Ristio .64 {Lod
Tuotal Habilities 1,673.578.760 1.674,068,998
Toal assels 2,608.223.458 2.606.257,113
Debi-to-equity Ratio L79 1.80
Total liabilites 1,673,578,760 1.674.068,908
Total equity 935,098,174 932 18B.115
Profitability Ratio
Asset-tu-equity Ratio 2.79 280
Tolal asscly 2,608,223,458 2,606,257.113
Tolal equily 935,098,174 932,188,115
Renrn on Equitv Ratio (0.03}) {0.03)
Met income (loss) (26.056.469) {27.460,047)
Average sharcholder’s equity 948,126,409 045,918,139
Return on Assets (0.01) {0010y
Met income (lass) (26,056,469) {27 460 047T)
Average total azsets 2.621,752,392 2619432 452




SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the Company has duly caused this report
ta be signed on its behalf by the undersigned thercunto duly authorized.

Issuer: BRIGHT KINDLE RESOURCES & INVESTMENTS, INC,

Daie: June 30, 2020

O

ROLANDO 5. SANTOS
VP — Finance/Treasurer

IﬂLCKEZLVN SVALENZUELA
Accouttant



BRIGHT KINDLE RESOURCES & INVESTMENTS, INC.
{A Subsidiary of RYM Business Management Corp.)

STATEMENTS OF FINANCIAL POSITION

Mareh 31, 2020 December 31, 2019

Note {Unaudited) (Audited)
ASSETS
Current Asscts
Cash 4 P907.023 P558.72
Due from related parties 12 11,948,152 13,448,152
Other current assets 5 9,650,157 9,498 400
Total Cumrent Assets 22,505,332 23,505,274
MNoncurrent Asscts
Property and equipment 6 40,720,810 41,202,857
Investment in an associate 7 2,545,450,792 2570119718
Total Noncurrent Asscls 2.586,171,602 2.611,322,575
F2.608,676,934 P2.634 827 849
LIABILITIES AND EQUITY
Current Liabilitics
Acerued expenses and other current Habilities 8 211006 Pa05.452
Due to a related party 12 1,866,031 1 866,031
Mote pavable g 1,671,501,723 1,671,5301.723
Total Cureent Liahilitics 1,673,578, 760 |,673,673.206
Equity
Capital stock 840,660,700 BA0Ha60, 700
Reliained carmings 27,946,431 114,002,900
Otther comprehensive income 6,491,043 6,491,043
Total Equity 035,098,174 061,154,643
PL.608,676,934 P2.634,827 840

See cocimpoeniing Notes to Fnaacial Stafements.



BRIGHT KINDLE RESOURCES & INVESTMENTS, INC,
(A Subsidiary of RYM Business Management Corp.)

UNAUDITED STATEMENTS OF COMPREHENSIVE INCOME

Three Months Ended March 31,

o Note 2020 2019
GENERAL AND ADMINISTRATIVE

EXPENSES 11 (P1,387,855) (P1.536.043)
SHARE IN NET LOSS OF AN ASSOCIATE, 7 (24,668,926) (25.924.095)
INTEREST INCOME 4 312 91
LOSS (P26,056,469) (P27.460.047)
LOSS PER SHARE - BASIC AND DILUTED 13 (P0.02) (P0.02)

See accomparying Yoles to Fingncial Satements.



BRIGHT KINDLE RESOURCES & INVESTMENTS, INC.
i A Subsidiary of RYM Business Management Corp,)

UNAUDITED STATEMENTS OF CHANGES IN EQUITY

Note March 31, 2020 March 31, 2019

CAPITAL STOCK - 20.55 pur value 10
Aunthorized - 2,000,000,000 shares
Tssued, subseribed and outstanding -

1,528.474,000 shares PR40,660,700 PE40. 660,700
RETAINED EARNINGS
Balance al beginming of period 114,002,900 [ 11,641,002
Net income (loss) (26,056,469) (27.460,047)
Balance at end of period 87,946,431 B4, 181,045
Share in other comprehensive income of an

dssociate: 6,491,043 7346370
TOTAL EQUITY PO35,098,174 PO32IRR. 115

See gocompanying Notey o Financial Sfatements,



BRIGHT KINDLE RESOURCES & INVESTMENTS, INC.
(A Subsidiary of RYM Business Management Corp.)

UNAUDITED STATEMENTS OF CASH FLOWS

Three Months Ended March 31,

Nole 2020 2019

CASH FLOWS FROM OPERATING
ACTIVITIES
Income (loss) betore tax {P26,056,46Y) (P27,460,047)
Adjustments for:

Share in net loss (income) of an associate 7 24,668,926 25924095

Depreciation & 482,047 484,581

Interest incorme 4 (312) {91}
Operating loss betore working capital changes (905,808) (1,051.462)
Decrease (increase) in;

Drue from related particy 1,500,000 -

Other current assets {151,757 (21,200
Increase (decrease) in:

Acerued expenses and other current liabilities {94,446) 243,338

e to a related party = 806,031
Net cash provided by (used in) operations 347,989 36,705
Interest received 312 91
INCREASE TN CASH 348,31 36,796
CASH AT BEGINNING OF PERIOD 558,722 258,845
CASH AT END OF PERIOD POT,023 P205,641

Ao accompaeying Noles io Finaoeial Statements,



BRIGHT KINDLE RESOURCES & INVESTMENTS, INC.
(A Subsidiary of RYM Business Management Corp.)

NOTES TO FINANCIAL STATEMENTS

Corporate Information

General Infermation
Bright Kindle Resources & Investments, Ine. (the Company), formerly Bankard, The. was incorporated
and registered with the Philippine Securities and Exchange Commission (SEC) on December 4, 1981 as
a credit card corporation. On March 21, 1995, the Company listed 115 shares with Philippine Stock
Exchange, Inc. (PSE).

Cn October 18, 2013, the Board of Directors (BOD) of Rizal Commercial Banking Corporation (RCBC)
approved the sale of its 89.98% collective stake in the Company to RYM Business Management Corp.
{the Parent Company) and other mvestors. The Parent Company acquired 76.56% inlerest in the
Company,

In November 2013, the BOD approved the amendment to change the corporate name to Bright Kindle
Resources & Tnvestments, Tne, and primary business purpose to a holding company,

The Company’s principal office address is at 16th Floor Citibank Tower, 8741 Paseo de Roxas, Makati
City.

Events After Reporting Period

The country is currently experiencing a pandemic virus crigis resulling in a slowdown in the Philippine
econmmy hecause of mandated lockdowns all over the country, While the financial impact is considered
a non-adjusting subsequent evend as at December 31, 2019, the effect on Company’s operations and
linancial performance, however, cannot be reasonably determined as at the report date. Nonetheless, the
Company strongly believes that it can remain a going concern given its liquidity position and its access to
short-term funding,

Investment in Marcventures Holdines, Ine. (MARC

On December 15, 2014, the Company acquired 600,000,000 shares of MARC representing 33% cquily
interest for #2.604.0 million from the Philippine Business Bank - Trust and Tnvestment Center (PBB).

On December 29, 2017, the SEC approved the application of the merger of MARC, Brightgreen Resources
Holdings Tne. (BHT) and Asia Pilot Mining Phils, Corp, (APMPC). with MARC as the surviving entity,
MARC issued 1,125.000,000 shares to BHI and APMPC resulting to a reduction of the Company’s equity
interest in MARC (o 20%. In 2018, MARC issued 45,731,706 shares at P1.64 per share or a total ol
75.0 million to a major stockholder resulting to a reduction ot the Company’s cquity interest in MARC to
[9.90% (see Note 7).

Om February 13, 2007, Mareventures Mining and Development Corporation (MMDC), a subsidiary of
MARC. recerved an order daled February ¥, 2017 from the Department of Tnvironment and Matural
Resources cancelling its Mineral Production Sharing Agreement (MPSA). On February 17, 2017, MMDC
filed a Molice of Appeal to the Office of the President. Subsequently, on March 17, 2017, MMDC filed
its Appeal Memorandum.

In May 2017, MMDC, through its external counsel, filed a Notice of Appeal to the Office of the President
requesting said OTfice to issue a formal Stay of Execution Order, thus the execution of the Order of the
DENR Scerclary 1s deemed stayed as a matter of course on account of the pendency of MMDC's appeal,
Further, in the said Appeal. MMDC was able to address the grounds for cancellation ¢ited by the DENR:
{a) operations is allowed by law since said MPSA dated 01 July 1993 is granted with prior rights and is
allowed by law as indicated specifically in Proclamation 1747 issued in 2009 by former President Glora



Macapagal-Arroyo; (b} despite operations in 4 watershed, MMDC has not impaired farmlands, rivers or
coastal areas within the MPSA area.

As of December 2019, MMDC has not received any decision nor update from the Office of the President
and in view of the Notice of Appeal filed by MMDC. the Management and its Legal Counsel take a good
faith position that MMDC may continue its operations because the issuance of the Office of the President
ol a formal Stay of Execution is unnecessary,

MMDC has continuously been granted the necessary authorizations, permits and licenses to operate from
the LGUSs and the DENR through the MGB, amaong others, including but not limited to Discharge Permils,
Ore Transport Permits (OTP) and Mineral Ore Export Permits, To attest to its compliance, MMDC also
has been issued a certitication from the MGB as of January 22, 2020, attesting to the validity and exisience
of its MPSA and that MMDC has an approved Declaration of Mining Project Feasibility covering its entire
contract mining area as of 15 Oclober 2014,

MMDC has continued mining operations in areas covered by the MPSA.

Summary of Significant Accounting Policies

Basis of Preparation and Statement of Compliance

The tinancial starements have been prepared in compliance with Philippine Financial Reporting Standards
{PFRS). This financial reporting framework includes PERS, Philippine Accounting Standards (PAS) and
Philippine Interpretations ol issuances by the International Financial Reporting Interpretutions Committee,
issued by the Financial Reporting Standards Council and adopted by the SEC, mmcludmg SEC
pronouncements.

Measurement Bases
The financial statements are presented in Philippine Peso, which is also the Company®s functional
currency, All values represent absolute amounts except otherwise stated.

The financial statements have been prepared using the historical cost basis. Historical cost is generally
based on the fair value of the consideration given in exchange for an asset and fair value of the
consideration received in exchange for incurring a liability.

Fair valuc is the price that would be received to sell an asset or paid 1o ransfer a liability in
an orderly transaction between market participants at the transaction date, The Company uses valuation
lechnigues that are appropriate in the eircwmstances and for which sufficient data are available to measure
fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable
inputs.

The Company uses markel observable data to a possible extent when measuring the fair value of an asset
or a lability. Fair values are categorized into different levels in a fiur value hierarchy based on inputs
used in the valuation techniques as follows:

s Level |- Quoted (unadjusted) market prices in active market for identical assets or liabilities.

o Level 2 - Valuation techniques for which the lowest level input that is sigmificant to the fair value
measurement is directly or indirectly ohservable.

¢ Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

For assets and labilities that are recognized in the financial statements on a recurring basis, the Company
determings  whether  transfers have  oceurred  between  levels  in the  hicrarchy by
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re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whaole) at the end of each reporting period.

For the purpose of fair value disclosures, the Company has determined classes of asscls and liabilities on
the basis of the nature. characteristics and risks of the asset or liability and the level of the fair value
hicrarchy as explained above,

Further information about the assumptions made in measuring fair value is included in Note 16,
Financinl Rivk Managemen! Objectives and Policies.

Adoption of New and Amended PFRS
The accounting policies adopted are consistent with those of the previous financial vear, except for the
adoption of the following new and amended PFRS which the Compuny adopted ettective January |, 2019

o Philippine Interpretation IERIC 23, Uncertainty Over fncome Tux Treatments — The interpretation
provides puidance on how to reflect the effects of uncerlainly in accounting for income
taxes under PAS 12, Income Taxes, in particular (i) matiers 1o be considered in accounting for
uncertain tax treatments scparately, (i) assumplions for taxation authorities™ examinations,
(i) determinants of taxable profit ftax Toss), lax bases, unused tax losses, nnused tax credits and tax
rates, and (iv) effect of changes in lacts and circumstances.

» Amendments to PFRS 9, Financial Instruments - Prepayment Features with Negative Compensation
— The amendments clarify that a financial asset passes the “solely payments of principal and interest™
criterion regardless of an event or circumstance that causes the early termination of the contract and
irrespective of which party pays or receives reasonable compensation for the early termination of the
contract,  Consequently, fnuncial assels with lermination provisions can now be measured at
umurtized cost or, depending on the business model, at fair value through other comprehensive income
(OO,

o Amendments to PAS 28, Investments in Associates and Joint Ventures - Long-term [nterests in
Associates and Joint Venjures — The amendments require entities to use PFRS 9, Financial
Instrigments, in accounting for its long-term interests (i.e., preference shares and long-term receivables
or loans for which settlement is neither planned nor likely to accur in the foresecable future) in an
associate or joint venture in which the equity method under PAS 28 is not applicd. The clanfication
is relevant because the expected credit loss (ECL) model under PFRS 9 shall be applied to these long-
term interests.

e Annual lmprovements to PFRS 2015 to 2007 Cycle -

o Amendments to PAS |2, Income Taxes - Income Tax Consequences of Payments on Financial
Instruments Classified as Equity — The amendments require entities o recognize the
income tax consequences of dividends as defined in FFRS 9 when the liability to pay dividends
arc recognized. The income tax consequences of dividends are recognized either in profit or loss,
ather comprehensive income (OCH) or equity, consistently with the transactions that generated the
distributable profits. This requirement applies to all income tax consequences of dividends, such
as withholding taxes.

The adoption of the foregoing new and amended PFRS did not have any material effect on the financial
stalements of the Company,  Additional diselosures huve been included in the financial statements, as
applicablc,



New and Amended PFRS Issued Bui Not Yet Effective
Relevant new and amended PFRS. which are not yet effective as at December 31, 2019 and have not been
applied in preparing the Mnancial stulements, are summarized below,

Ellective for annual periods beginning on or after January 1, 2020:

e Amendments to References to the Conceptual Framework in PFRS — The amendments include a new
chapter on measurement; guidance on reporting financial performance; mproved definitions and
guidance-in particular the definition of a liability; and clarifications in important areas, such us the
roles of stewardship, prudence and measurements uncertainty in financial reporting, The amendments
should be applied retrospectively unless retrospective application would be impracticable or involve
undue cost or effort.

o Amendmenls o PAS 1, Presenration of Financial Statements and PAS 8, Aceannting Policies,
Changes in Accounting Estimates and Frrors - Definition of Material — The amendments clarify the
detinition of “material” and how it should be applied by companies in making materiality judgments.
The amendments ensure that the new delinition is consistent across all PFRS standards, Based on the
new definilion. an information is “material™ it omitting, misstating or obscuring it could reasonably
be expected to influence the decisions that the primary users of general purpose financial statements
mike on the basis of those financial statements.

Under prevailing circumstances, the adoption of the foregoing new and amended PFRS is not expected to
have any material effect on the Gnancial stalements of the Company.  Additional disclosures will be
included in the financial statements, as applicable.

Financial Assets and Liabhilities

Date of Recognition. The Company recognizes a financial asset or a financial lability in the statements
of financial position when it becomes a party to the contractual provisions of a financial instrument. Tn
the case of a regular way purchase or sale of financial assets, recognition and derecognition, as applicable,
15 done using settlement date accounting,

Initial Recognition and Measurement. Financial instruments are recognized initially at fair value, which
is the fair value of the consideration given (in case of an asset) or received (in case of a liahility), The
initial measurement of financial instruments, except for those designated at fair value through profit or
loss {FVPL), includes transaction cost.

“Day 1 Difference. Where the transaction in a non-active markel is different from the fair value of other
abservable current marlet transactions in the same instrument or based on a valuation technigque whose
variables inclode only data Trom observable market, the Company recognizes the difference between the
transaction price and fair value {(a “Day 17 dillerence) in profit or loss. In cases where there is no
observable dala on inception, the Company deems the transaction price as the besl estimate of fair value
and recopmizes “Day 17 difference in profit or loss when the inputs become observable or when the
instrument is derecognized. For each transaction. the Company determines the appropriate method of
recognizing the “Day 1™ ditference.

Classification and Subsequent Measurement. The Company classifics ils financial assets at initial
recognition under the following categories: (a) financial asscls at FYIEL, (b) financial assets at amortized
cost and (¢) financial assets at fair value through other comprehensive income (FVOCT),  Financial
liabilities, on the other hand, are classilied as either financial liabilities at FVPL or financial labilities at
amortized cost, The classification of a financial instrument largely depends on the Company 's business
model and its contractual cash tlow characteristics.

As at March 312020 and December 31, 2019, the Compuany does not have financial assets and ligbiliics
at FVPL, and financial assets ul FYOCI,



Financial Asvefs af Amortized Caost. Financial assets shall be measured at amortized cost if both of the
following conditions are met:

¢ the financial asset is held within a business model whose objective is to hold financial assets in order
o collect contractual cash Mows: and

e the contractual terms of the financial asset give rise, on specified dates, to cash tlows that are solely
payments of principal and interest on the principal amount outstanding.

Adter initial recognition, financial assets at amortized cost are subscquently measured at amortized cost
using the effective interest method, less allowance for ECL, ifany, Amortized cost is calculated by taking
into account any discount or premium on acguisition and fees that are an integral part of the effective
interest rate. Gains and losses are recognized in prodit or loss when the financial assels are derccognized
and through amordzation process. Financial assets at amortized cost are included under current assets if
realizability or collectability is within |2 months atfter the reporting period. Otherwise, these are classified
as noncurrent assets.

As at March 31, 2020 and December 31, 20019, the Company’s cash and due from related partics arc
elagsificd under this category,

Financial Liabilities at Amortized Cosr. Financial liabilities are categorized as financial liabilities at
amortized cost when the substance of the contractual arrangement resulls in the Company having an
abligation either to deliver cash or another financial assct Lo the holder, or to settle the obligation other
than by the exchange of a fixed amount of cash or another financial asset for a fixed number of its own
cquily mstruments.

These financial liabilities are initially recognized at fair value less any dircetly atimbutable mansaction
costs.  After initial recognition, these Tinancial Habilitics are subsequently measured at amortized cost
using the effective infercst method, Amortized cost is caleulated by taking into account any discount or
premium on the issue and fees that are an integral part of the eftective interest rate, Gains and losscs are
recognized in profit or loss when the liabilities are derecognized or through the amortization process,

As at March 31, 2020 and December 31, 2019, the Company’s accrued expenses, due to a related party
and note payvable wre classified under this category,

Reclassification

The Company reclassilics its fAnancial assets when, and only when, it changes its business model Tor
managing those financial assets. The reclassification is applied prospectively from the first day of the first
reporting period following the change in the business model (reclassification date),

For a lnuneial assel reclassilicd oul of the finimeial assels at amortized cost category to financial assels at
FWPL, any gnin or loss anising trom the ditference between the previous amortized cost of the linuncial
asset and fair value is recognized in profit or loss,

For a financial asset reclassified out of the financial assels al amorlized cost category to financial assets at
FYOUCT, any gain or loss arising from the difference between the previous amortized cost of the financial
assel and Tair value is recognized in OCL

In the case of a tinancial asset that does not have a fixed maturity, the gain or loss shall be recognized in
profit or loss when the financial asset is sold or disposed. TF the financial assel is subsequently impaired,
any previous gain or loss that has been recognized in OCT s reclassified from equity to profit or loss.

Tmpairment Policy on Financial Assets at Amortized Cost

The Company records an allowance tor ECL, ECL is based on the difference between the contractual
cash flows due in accordance with the contract and all the cash Mows thal the Company expects to receive.
The difference is then discounted at an approximation 1o the asset’s original efTective interest rate,
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For financial assets at amortized cost, the ECL is based on the |2-month ECL, which perlains to
the portion of lifetime CCL that result from default events on a f[nancial instrument that are
possible within 12 months after the reporting date. However, when there has been a significant increase
in credit risk since initial recognition, the allowance will be bused on the litetime ECL. When determining
whether the credit risk of a financial asset has increased significantly since initial recognition, the
Company compares the risk of a default occurring on the financial instrument as at the reporting date with
the risk of a default occurring on the financial instrument as at the date of initial recognition and consider
reasonable and supportable information, that is available without undue cost or effort, that is mdicative of
sigmificant inereases in eredit risk sinee initial recognition,

Derecognition of Financial Assets and Liabilities

Financiol Assets, A financial asset (or where applicable, a part of a Minancial asset or part of a group of
stmilar lnancial asscs) s derceognized when;

e the right to receive cash tlows from the asset has expired:

» the Company retains the right to receive cash flows from the financial asset, but has assumed an
obligation to pay them in [ull withoul material delay (o w third purty under a “pass-through”
arrangenent; or

e the Company has transferred its right to receive cash flows from the financial asset and either
() 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, bul has ransfered contrel of the asset,

When the Company has transferred its right to receive cash flows from a financial asset or has entered
inlo g pass-through arrangement, and has neither transterred nor retained substantially all the risks and
rewards of ownership of the financial asset nor transterred control of the financial asset, the financial asset
is recopnized (o the extent of the Company’s continuing invalvement in the financial asset. Continuing
involvement that takes the form of 4 guaranice aver the trans ferred financial asset is measured al the lower
of the original carrying amount of the Gnancial asset and the maximum amount of consideration that the
Company could be required to repay.

Fingneial Ligbilitier, A financial liabilicy is derecognized when the obligation under the liability is
discharged, cancelled or has expired. When an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of an existing lability are substantially
moditied, such an exchange or modification 13 treated as a derecognition of the original liability and the
recagnition of a new liability, and the difference in the respeclive camrying amounts is recognized in
profit or loss.

A mudification 15 considered substantial if the present value of the cash flows under the new terms,
including net fees paid or received and discounted using the original effective interest rate, is different by
at least 10% trom the discounted present value of remaining cash flows of the original labilicy.

The fair value of the modified financial liability is determined based on its expected cash flows, discounted
using the interest rate at which the Company could raise debt with similar terms and conditions in the
markel. The difference between the carryving value of the original liability and fair value of the new
liability is recognized in profit or loss.

O the other hand, if the difference does not meet the 10% threshold, the original debt is not extinguished
but merely modificd. Tn such case. the carrying amount 15 adjusted by the costs ar fees paid or received
in the restructuring,



Offsetting of Financial Assets and Liabilities

Financial assets and financial liabilities are offset and the net amount reported in the statements ot financial
position it. and only if, there 15 a currently enforceable legal right to offset the recognized amounts and
there is intention to settle on a net basis, or to realize the asset and settle the liahility simultaneously. This
is not generally the case with master netting agreements. and the related assets and Liabilities are presented
gross in the staternents of financial position,

Classification of Financial Instrument between Liability and Equity
A financial instrument is classified as liabilicy 1t it provides tor a contractual obligation to:

e Deliver cash or another financial asset 1o another entity;

o Exchange fimancial assets or financial Habilities with another entity under conditions that are
patentially unfavorable to the Company; or

&  Saristy the obligation other than by the exchange of a fixed amount of cash or another financial asset
for a fixed namber of own equity shares,

It the Company does not have an uncondivional right to avoeid delivering cash or another Onancial asset (o
settle its contractual obligation, the obligation meets the definition of a financial liability,

Other Curreni Assels
Other current assels include input value-added tax (VAT). creditable withholding taxes (CWT), current

portion of deferred input VAT, and prepayments.

FAT Expenses and assets are recognized net of the amount of YAT, except for payables that are stated
with the amount of VAT included. The net amount of inpul YA recoverable from the taxation authority
is included as part of *Other current assets™ account in the statements of financial position.

O CWTs are amounls withheld from income subject to expanded withholding taxes. CWT can he
utilized as payment for income taxes provided that these are properly supported by certificates of
creditable tax withheld at source subject w the rules on Philippine income taxation,

Deferrid Input VAT, In accordance with the Revenue Repulations (RR) No. 16-2005, input VAT on
purchases or imports of the Company of capital goods (depreciable assets for income tax purposes) with
an aggregate acquisition cost (exclusive of VAT) in each of the calendar month exceeding
1.0 million are claimed as credic against output VAT over 60 months or the estimated useful lives of
capital goods, whichever is shorler,

Deferred input VAT represents the unamortized amount of inpul ¥AT on capital poods, Deferred input
VAT that are expected to be claimed against output VAT for no more than 12 months after the reporting
dule ure classified as current assets. Otherwise these are classitied as noncurrent assets.

Prepavments, Prepaviments represent expenses paid in advance and recorded as assets before these are
utilized. Prepayments are apportioned over the period covered by the pavment and charged to profit or
loss when incwrred. Prepayments that are expected Lo be realized for no more than twelve months after
the reporting date are classified as other current assets. Otherwise, these are classified as other noncurrent
dssls,

Investment in an Associate
Investment in an associate is recognized imilially at cost and subscquently accounted for using the cquity
method.

An associate is an enlity in owhich the Company has significant influence but not control,
over the financial and operating policies of such entity. The Company’s share of its associate’s post-
acquisition profits or losses is recognized in profil or loss, and its share of post-acquisition movements in



reserves 15 recognized in equity. The cumulative post-acquisition movements are adjusted against the
carrying value of the investment.

The reporting date of the associate and that of the Company are identical and the associate’s accounting
policies conform to those used by the Company for like transactions and events in similar circumstances,
When neeessary, adjustments are made o conform the associate’s accounting policies in line with those
of the Company,

When the Company's share of losses in an associate equals or exceeds its interest in the associale,
including any other unsecured receivables, the Company does not recognize further losses, unless it has
incurred obligations or made pavments on behalt of the associate.  Unrealized gains on (ransactions
between the Company and its associate are climinated to the extent of the Company’s interest in the
ussociate, Unrealived losses are also climinated unless the transaction provides evidence of an impairment
of the assel translermed.

The Company determines at the end of each reporting year whether there is any evidence that the
investment is impaired, T this is the case, the amount of impairment is calculated as the difference
between the carryving value of the investment and recoverable amount,

FProperty and Equipment
Froperty and equipment are stated at cost less accumulated depreciation and any impairment in value,

The nitial cost of properly and cquipment comprises its purchase price, including import duties,
non-refundable purchase laxes aller deducting trade discounts and rebates and any directly attributable
costs of bringing the asset to ils working condition and location for ils intended nse.

Expendimures incurred after the property and equipment have been put into operation, such as repairs,
maintenance and overhaul costs, are normally charged to operations in the yvear the costs are incurred. In
situations where it can be clearly demonstrated that the expenditures have resulted in an increase in the
future economic benefits expected o be obtained from the use of an item of property and equipment
bevond its originally assessed standard of performance, the expenditures are capitalized as additional costs
of property and equipment.

Depreciation is caleulated on a straight-line basis over the following estimated uselul lives of the property
and equipment;

MNumber of Years

Condominium unit 3
Office fumiture and lxturcs 3-5
Service vehicle 3

The estimated vselul lives and method of depreciation are revicwed periedically o ensure thal the periods
and method of deprecialion are consistent with the cxpected patlern of cconomic benefits from items of
property and equipment.

Fully depreciated assets are retained in the accounts until they are no longer in use and no forther charge
for depreciation is made in respeet of those property and cquipment,

When assets are retired or otherwise disposed of] the cost and the related accumulated depreciation ard
any impairment in value are removed from the accounts. Any resulting gain or loss is credited o or
churged agamst currenl operations,

Impairment of Nonfinancial Assets
Monfinameial assets wre reviewed for impairment whenever events or changes in circumstances indicate
that the carrying value of an asset may not be recoverable. If any such indication exists and where the



carrying value of an asset exceeds its recoverable amount, the asset or cash-generating unit is written down
to its recoverable amount. The estimated recoverable amount is the higher of an asset’s fair value lesy
costs to sell and value inuse. In assessing value in use, the estimated futare cash flows are discounted Lo
their present value using a pre-tax discount rate that reflects current market assessments of time value of
money and the risks specilic o the asset. For an assel that does not generate largely imdependent cash
inflows, the recoverable amount is determined for the cash-generating unit to which the asset belongs.
Impairment losses are recognized in profit or loss.

An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. If such indication exists, the
recoverable amount is estimated. A previously recognized impairment loss is reversed only if there has
heen a change in the estimates used to determine the asset’s recoverable amount since the last impairment
loss was recognized, 1T that is the case, the carrving value of the asset is increased o ils recoverable
amounl, That increased amount cannotl exceed the carrying value that would have been detenmined, net
of depreciation, had no impairment loss been recognized for Lhe asset in prior vears. After such a reversal,
the depreciation charge is adjusted in future periods to allocate the asset’s revised carrying value, less any
residual value, on a systematic basis over remaining usetul life,

Equity

Caprital Stock. Capital stock is measured at par value Tor all shares issued. Incremental costs divectly
attributable to the issuance of new shaves are treated as deduetion from equity, net of tax.

Retained Earnings. Retnned carmings represent the cumulative balance of net mcome or loss nel of any
dividend declaration.

OCI OCT comprises of items of income and expense that are not recognized in profit or loss for the year
in accordance with PFRS. OCT of the Company pertains to share in OC] of an associate.

Revenue Recognition

Revenue from contract with customers is recopnized when the performance obligation in the contract has
been satisfied, either at a point in time or over time. Revenue 1s recognized over lime if one of the
following criteria is met: (a) the customer simultaneously receives and consumes the benefits as the
Company perform its obligations; (b} the Company’s performance creates or enhances an asset that the
customer conlrols as the asset is ereated or enhanced: or (¢) the Company’s performance does not create
an asset with an alternalive use W the Company and the Company has an enforceable right to payment for
performance completed to date, Otherwise, revenue is recognized at a point in time,

The following specific recognition eriteria must be met before revenue is recogmized:

fnterest Tncome. Tnlerest income is recognized in profit or loss as it accrues, taking into account the
ettective yield on the assat,

Expenses Recognition
Expenses are recognized in profit or loss when there is a decrease in future economic benetit related to a
decrense o an asset or an incredse in a liability that can be measured reliably,

Creneral and Administrative Expenses, General and  administrative  expenses  constitnte cosl of
administering the business. These arc expensed as incurred,

Lncome Taxes
Crrvent Tax, Currentl tax asscls and liabilities are measured at the amount expected to be recovered from

or paid to the taxaton authorities, The tax rale used to compuie the amount is the one that has been
enacted or substantively enacted al the reporting date,
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Deferred Tax, Delored tax 1s provided om all temporury differences at the reporting date between the tax
bases of assels and liabilities and their carrying amounts for financial reporting purposes.

Dieferred tax liabilities are recognized for all taxable temporary differences.  Deferred lax assets are
recognized for all deductible temparary differences, carry-forward benefits of any unused net operating
loss carrvover (NOLCO), to the extent that it ts probable that taxable profit will be available against which
the deductible temporary dilTerences and unused NOLCO can be utilized. Deferred tax, however, is not
recognized when it arises from the initial recognition of an asset or liahility in 4 transaction that is not a
business combination and, at the time of the transaction, affects neither the accounting profit nor laxable
protit or loss.

The carrying value of deferred tax assets s reviewed atl cach reporting date and reduced to the extent that
it 1s no longer probable that sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be utilized. Unrecognized deferred tax assets are reassessed at each reporting date and arc
recognized to the extent that it has become probable that future taxable profit will allow the deferred tax
asset to be recovered.

Drelerred tax assels and labilities are measured at the tax rate that are expected to apply to the period when
the asset is realized or the liability is settled, based on tax rate that has been enacted or substantively
enacted at the reporting date.

Dreferred tax is recognized in profit or loss except to the extent that it relates Lo a business combination, or
ilems direetly recogmized in eguily as OCLL

Deferred tax assets and liabilitics arc offscl, 10 a legally enforceable right exists o offset current tax assets
against current tax liabilities and the deterred taxes relate to the same taxable entity and the same taxation
authoricy.

Basic and Diluted Earnings (Loss) Per Share

Basic eamings (loss) per share is computed by dividing net income (loss) for the vear attributable to
common shareholders by the weighted average number of common shares outstanding during the year,
with retroactive adjustments for any stock dividends declared and stock split and excluding common
shares purchased by the Company and held as treasury shares.

Dilwted camings (loss) per share is calculated by adjusting the weighted average number of common
shares outstanding to assume conversion of all polential dilutive common shares,

Where the earnings (loss) per share ettect of potential dilutive common shares would be anti-dilutive,
basic and diluted sarnings (loss) per share are stated at the same amount.

Operating Segment

An operating segment i o componenl of the Company thal engages in business actvitics from which it
may earn revenues and incur expenses, including revenues and expenses that relate to the transactions
with any of the Company’s other components.

The Company has no operating segment other than being a holding company,

Related Party Relationship and Transactions

Related party relationship exists when one party has the ability to control, directly, or indirectly through
ane or mote intermediaries, or exercise significant influence over the other party in making financial and
operaling decisions, Such relationships also exist between and/or among entities which arc under common
control with the reporting entity, or between, and/or among the reporting entity and its key management
personnel, directors or its stockholders, In considering cach possible related party relationship, attention
is directed to the substance of the relationship, and nol merely to the legal torm.




Kelated party transactions are transfer of resources, services o obligations between the Company and 1ts
related parties, regardless whether a price is charged,

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result
of a past event, it is probable that an outtlow of resources embodying economic benefits will be required
to settle the obligation, and a reliable estimate can be made of the amount of the obligation.

Contingencies

Contingent liabilities are not recopmized in the lnancial stulements. These are disclosed in the notes to
financial statements unless the possibility of an outflow of resources embodying economic benetits is
remote. Contingent assets are not recognized in the financial statements but are disclosed when an inflow
of economic benetits is probable,

Events after the Reporting Period
Post year-end events that provide additional information about the Company's financial position at the

end of reporting period (adjusting events) are reflected in the financial statements. Post vear-end events
that are non-adjusting are disclosed in the notes to financial statements when material.

Significant Judgments, Accounting Estimates and Assumptions

The preparation of the Company’s financial statements in compliance with PFRS requires management to
make judgments, estimates and assumptions that aftfect the amounts reported in the financial statements.
The judgment. estimates and assumptions used in the financial statements are based upon management’s
evaluation of relevant facts and circumstances as at the reporting date. While the Company believes thal
the assumplions are reasonable and approprate, sigmfcant differences i Lthe actual experience or
significant changes in the assumptions may materially aflect the estimated amounts, Actual results could
differ from such estimates.

The following are the significant judgments, accounting estimates and assumptions made by the Company:

Classifving lnvestment Properiy and Owner-occupied Property. The Company considers a properly as
an investiment property when the property generates cash flows which are largely independent of other
assets held by the Company and a property as owner-occupied property when cash Aows generated by it
pertaing not only to the property but also to other asscts used for operations or administrative purposes.

A property may comprise of portions held for capital appreciation and portions used in operation ot
administrative purpese.  [F these portions cannot be sold separately, the property is accounted for as an
investment properly only il an insignificant portion is held for use i operation or Tor administralive
purpose.

The Company classified its condominium unit under property and equipment.

Determining Significant Influence over MARC. When an enlity holds 20% or more of the voling power
{directly or through subsidiaries) on an investee, it will be presumed that the investor has significant
influence unless it can be clearly demonstrated that this is not the case. If the holding is less than 20%,
the entity will be presumed not to have significant influence unless such influence can be clearly
demonstrated. A substantial or majority ownership by another investor does not necessarily preclude an
entity from having significant influence.

The existence of significant influence by an entity is usually evidenced in one or more of the following
“’H}’S:

= representation on the BOD or equivalent governing body of the investee;
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= participation in the policy-making process. including participation in decisions about dividends or
other distributions;

« material transactions between the entity and the investee: interchange of managerial personnel; or
provision of essential technical information,

The Company has determined that the decrease in ownership interest in MARC in 2018 resulting to a less
than 20% ownership interest would not affect its significant influence by virtue of the existence of the
dbove indicators in the Company’s dealings with MARC,

Assessing the Modification on the Terms of the Note Pavahle. The Company considers its note payable
to be substantially modified if the present value of the cash flows under the new terms. including net fees
paid or received and discounted using the original effective interest rate, is different by at least 10% from
the discounted present vilue of remaining cash flows of the original Rability, Such modilication will resull
to derecognition of original Hability and Lthe recognition of a new liability,

On the other hand, if the difference does not meet the 10% threshold, the original debt is not extinguished
but mercly modified, In such case, the carrying value is adjusted by the costs or fees paid or received in
the restructuring,

The Company assessed that there is no substantial modification on the terms of the note payable.

Determining Operating Segments. The Company determines and presents operating segments based on
the information that is internally provided to the BOD, As al March 31, 2020 and December 31, 2019,
the Company has determined that it has no operating segment other than being a holding company.

Assessing the Impairment of Financial Assets af Amortized Cosé. The Company determines the allowance
for ECL based on the probability-weighted cstimate of the present value of all cash shortfalls over the
expected lite of financial assets al amorlized cost. BCL are provided Tor credit losses thal resull from
possible default events within the next 12-monlhs unless there bas been a significant inerease in credil visk
since initial recognition in which case ECL are provided based on lifetime ECL.

When determining if there has been a significant increase in credit risk, the Company considers reasonable
and supportable information that is available without undue cost or effort and that is relevant for the
particular financial instrament being assessed such as, but not limited to, the following factors:

o aelugl or expected external and internal eredit rating downgrade;
e existing or foreeasted adverse changes in business, financial or cconomic conditions; and
o actual or expected significant adverse changes in the operating results of the borower,

The Company's linancial assets at amortized cost are considered to have low credit risk, and therefore the
loss allowance is determined as 12 months ECL. The Company has assessed that the ECL for other
tfinancial assets at amortized cost is nol malerial because the transactions with respect o these financial
assets were entered into by the Company only wilh reputable banks and counterpartics with gowd credit
standing and relatively low risk of defaults, Accordingly, no impairment loss was recognized in 2020 and
2019,

The carrying amounts ol the Company s linancial assets al amortized cost are as follows:

March 31, 2020 December 31,

Nute {Unaudited) 2019 (Audited)
Cash 4 BOO7,023 P558,722
Due from related parties 12 11,948,152 13,448,152

Assessing the Dapairment of Invesiment (v an Associate.  The Company assesses (he impaimment of
investment in an associate whenever events or changes in circumstances indicate that the carrying amount
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ol investment in an associate may not be recoverable. Factors that the Company considered in deciding
when Lo perfonn impairment review include the following, among others:

s significant decline in business and operating perfomance in relation to expectations; and
® significant changes in the business operations and strategies of the Company and its associate.

Based on manapgement assessment, there are no indicators of impairment that will warrant impairment
assessment, The management and its legal coumsel believe that the order for the cancellation of MMDC s
MPSA  will  not  have & malerial  adverse  effect  on MMDC's  operalions
{sce Mote 1), Accordingly, no impairment loss was recognized in 2020 and 2019, The carrying amount
of  investment  in an associate  amounted  to B2L545.0 million  and  BLE70.] million as  at
harch 31, 2020 and Diecember 31, 2019, respectively (see Nate 7).

Assessing the Impaiviment of Other Nownfinancial Assets, The Company assesses impairment on other
nonfinancial assets whenever events or changes in circumstances indicate that the canying value of these
assels may not be recoverable, The factors that the Company considers important which could trigger an
impairment review include the following:

¢ significant underperformance relative to expected historical or projected future operating resulls;
e significant changes in the manner of use of the acquired assets or the strategy for overall business; and
» significant negative industry or ecanomic trends.

The Company recognizes an impairment loss whenever the carrying value of an asset exceeds
its recoverable amount.  The recoverable amount 19 computed using the value-in-use approach.
Recoverable amounts are estimated tor individual assets or, il il is nol possible, for the cash-gencrating
unil to which the asset belongs. Determining such amount requires the estimation of cash Nows cxpeeted
to be generated from the continued use and ultimate disposition of such assets,

No impairment loss was recognized in 2020 and 2019,
The carrying amount of the Company’s other nonfinancial assets are as follows:
March 31, 2020 December 31,
Naote {(Unaundited) 2019 {Audited)

Other curent assely 5 PO.650,157 RO AO8 400
Property and equipment 3} 40,720,810 41,202 857

Estimating the Useful Lives of Property and Eguipment. The Compuany cstimates the uscful lives of
property and equipment based on the period over which the assets are expecled o be available for use.
The Company annually revicws the estimated useful lives of property and equipment based on factors that
include asset urilization, internal technical evaluation, technological changes, environmental changes and
anticipated use of the assets.

There were no changes in the estimated useful lives of the Company’s property and equipment in 2020
and 2019,  The carrying amount of property and equipment amounted to P40.7 million and
P41.2 million as at March 31,2020 and December 31, 2019, respectively (see Note 6).

Assessing the Realizahility of Deferved Tax Assets, The Company reviews 1ls deferred tax assets al cach
repurting date and reduces the carrying value to the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of the deferred tax assets to be utilized.

Deferred tax assets were not recognized on NOLCO as al December 31, 2009 and 2008 because the
management assessed that there will be no sufficient taxable profits against which the deferced tax assert
can be utilized,



The Company’s unrecognized deferred tax asset amounted to B35.8 million and B3.6 million as at
December 31, 2019 and 2018, respectively,

Cash

This account consists of;

March 31, 2020 December 31, 2019

(Unaudited) { Audited)

Cash on hand P5,000 P5.000
Cash in banks 902,023 553.722
POOT,023 P55k 722

Cash in banks earn interest at prevailing bank deposit rates. Interest income earned amounted to
P32 and PO in 2020 and 2019, respectively.

Other Current Assets
This account consists ol

March 31, 2020  December 31, 2019

{Unaudited) (Audited)

Imput VAT P8.886,088 PE.BIB.Ol6
CWT 600,685 G00L685
Prepayments 147,248 62,563
(thers 16,136 17,136
P0.650,157 P9 4098400

Property and Equipment

Balances and movemerds in this account are as follows:

March 31, 2020 {Unaudited)

Condomininm CHfice Furniture
Miike L mit and Fixtures Total
Camst
Balance at beginning and cnd of year B47,788,509 £1.795,919 £49,584,458
Accurmnulated Depreciation
Balanee at beginning of year T.351,2 1,030,337 8,381,031
Depreciation i1 394,786 87201 482047
Balance at end of year 7,746,080 1,117,598 H503,078
Carrving Amount 400,042,489 BGTH, 321 B4, TZ0E1N
December 31, 20049 [ Audited)
Comdominium OfTice Fumilure
it Llnit and Fixoures Total
Cast
Balance at beginning and end of year P47, TRE, S0 P1.795.919 P45, 584,488
Accumulated Bepreciation
Balance at beginning of vear 5T 153 674,133 0,446,286
Depreciation s Il |.5749 141 356,204 1,935,345
Balance at end of year 7,351,294 1,030,337 BAR1L65]
Carrying Amount BAD,A437,275 BT6S, 582 B41,202,857




On Apnl 20, 2018, a fully depreciated service vehicle was sold; subsequently, no gain or loss an the
dispusul of the asset was recognized.

As at December 31, 2019, the cost of Tully depreciated office fommiture snd fxtures stll in use amounted
to BO.05 million,

Investment in an Associate

Movements in this account are as follows,

Mareh 31, 2028 December 31, 2019

{Unaudited) { Audited)

Acquisition cost £2,604,000,000  P2,604,000.000
Accumulated share in equicy:
Balance at beginning of period (34,333,758) {40,553,594)
Share in:

MNet loss (24,668,928) 7,530,639

OCl - (853327)
Balance at end of period (58,549.208) {33.880,282)
Carrying amount P1,545.450,792  P2570,119.718

The Company has 600,000,000 shares of MARC representing 19.90% equity imterest as at
March 31, 2020 and December 31, 2019 (see Mote 1), MARC’s principal place of business is al Unit E,
One Luna Place, E. Luna St, Butuan Clity, Agusan del Norte,

Summarized financial information of MARC Follows:

March 31, 2020 Diecember 31, 2019

{(Unaudited) [Audited)
Tolal current assets PT05.643,053 BT79,200,957
Tolal noncurrent assets 5,295,488,587 5.312.059,498
Total current liabilities [,512,455,233 1404527772
Total noncurrent liabilities TR, 950,405 763,132,229
Revenue - 1,432.534,095
Met income (loss) (123,964,452) 37.842 406
Other comprehensive income (loss) - (4,298,125)
Total comprehensive income (loss) (123,964,432) 33.544,281

Acerued Expenses and Other Current Liabilities

This account consisls of;

March 31, 2020 December 31, 2019

(Unaudited) { Audited)

Accrued expenses P207.682 BP292.180
Statutory payables 3,324 13,272
P211.006 P05 452

Acerued expenses pertain to accrual of outside services, professional fees, and electricity. among others,
which are expected (o be settled in the next reporting period.

Statutory payables pertain to withholding taxes that are (o be remitted o the government within the next
reporting period,



9.

Nate Payable

Movements in this account are as tollows:

March 31, 2020 December 31, 2019
{(Unaudited) (Audited)

Balance at beginning and end of period PL671,501,723 PLAaT1I500.723

The noninterest-bearing note was assigned by PBB (o Trans Middle East Philippines Equitics, Ine,
(TMEE). This liability represents the unpaid portion of the purchase price of the investmenl in an
associate, The note’s original maturity date was December 31, 2019 but was then extended by both parties

unti] December 31, 2020,

. Equity

On March 21, 1995, the SEC approved the listing of the Company®s | 18,000,000 shares at an offer price
of Bl per share. As at March 31, 2020 and December 31, 2019, 1,528.474,000 shares are listed in the

PSE.

The following summarizes the information on the Company’s issued and subscribed shares as al

March 31, 2020:

Number of sharcs
issucd and

Percentage of

subscribed shares
Non-public sharcholdings:
a. Related parties 1.170.159.989 T6.56%
b.  AlMfiliates, directors and officers 04,920,000 6.21%
Public sharcholdings 263,385,011 17.23%
Total 1,528,474.,000 100 00%

The total number of sharcholders of the Company is 629 as at March 31, 2020 and December 31, 2019,

The principal market for the Company’s capital stock is the PSE, The high and low trading prices ol the

Company’s shares are as follows:

Cuarter High Lo
January to March 2020 £1.07 P0.51
January to December 2019

First 1.68 P1.31
Second 1.38 1.14
Third [.43 1.11
Fourth .33 (.84




11.

General and Administrative Expenses

This account consists ol

March 31, 2020

March 31, 2010

Mote {Unaudited) { Unaudited)
Depreciation f PAR2.047 P484.581
Professional fees 351,000 420,400
Membership dues and other fees 350,579 350,579
Outside services 73,000 | 28,758
Communication, light and water 55,314 55,883
Taxes and licenses 17,729 17.149
[¥rector’s Tees 15,000 10,000
Others 43,186 (8,691

P1,387,855 P1.536,043

12. Related Party Transactions
The Company has the following transaclions with its Parent Company and other related parties:
Amount of Transuelioos Cstanding Fafances
Mature af March 31, 2020 Decernber 31, 20049
Transgctons 20240 (Unsclifed) 2008 Aunditedy (Unnudired) {Audiced)
e from Related Parties
Advances for
Harent Company warking capital P P P8, 000,000 PR 00 00
[ inder pomman cmitred -
Advances for
WM working capital LS00,y = 3,944,152 5,445,152
P11,948.152 P13 448,152
Douee dwe i Belated ey
Affiliate -
Advances lor
Prime Medm Holdings, e, working capiral L BReGOFL  P1LEGNE] P1.266.031
Due from related parties are noninterest-bearing, collectible on demand, not impaired and to be setlled in
cash. Duc o g related party is noninterest-bearing, unsecured, payable on demand and to be settled in
cash,
In 2018, the Company assigned the receivable from the Parent Company to TMEE to offset with the note
payable amounting P38.5 million in 201% (see Note 9,
Compensation of Key Management Personnel
Compensation of key management personnel amounted to B0.05 million, P0O.05 million, #0.1 million in
2019, 2008 and 2017, respeclively,
|3, Basic and Diluted Earnings (Loss) Per Share

Basic and diluted earmings (loss) per share is computed as follow:

Mareh 31, 2020  Deecmber 31, 2019

{Unaudited) [Audiled)

Mel income (loss) (P26,056,4609) P2.361,808
Weighted average number of common shares

culstanding 1.528.474,000 [, 528474000

Earnings (loss) per share - basic and diluted (PiLO2) P0.002
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There has been no transaction involving common shares or potential comumon shares that occurred
subsequent o the reporting duates.

4. Contingencies

Lepal Claims and Assigcnment of Litigation Cases
The Company is a co-defendant in a collection case for USE1.5 million filed in the Los Angeles Superior

Court by a foreign merchant and its Philippine affiliate in 2012, The plaintiffs have alleged that they were
not paid the charge cards availments that the Company processed under a Triparlite Merchants
Apreements (TMA). Based on Company’s records, however, payments due (o the foreiyn merchanl were
wired o the latter’s designated agent. The Company did not breach any regulatory or trade standards in
complying with the TMA. The Company’s management and its counsel believe that the collection case
is legally defensible, and any ultimate liability resulting therefrom will not materially affect the
Company’s financial position and results of operations. Morcover, under the Share Purchase Agreement
dated October 18, 2013, RCBC will indemmnily the Company should the court adjudge the Company liable,

. Financial Risk Management Objectives and Policies

The Company has risk management policies that systematically view the risks that could prevent the
Company from achicving its objectives. These policies are intended to manage risks identified in such a
way that opportunities o deliver the Company’s objectives are achieved. The Company's risk
management takes place in the context of day-to-day operations and normal business processes such as
strategic planning and business planning, Management has identified each risk and is responsible for
coordinating and contimously improving risk strategies, processes and measures in accordance with the
Company's established business objectives.

Financial Risk Manapement Objectives and Policies

The Company s principal financial instruments consist of cash, due from related parties, accrued expenses,
due to a related party and note payable, The primary purpose of these financial instruments is to finance
the Company’s operations. The main risks arising from the use of these financial instruments are credit
risk and lguidity risk. Management reviews and approves the policies for managing each of these risks
which are summarized below.

Credit Risk

Credit risk is the nisk of loss that may arise on outstanding financial instruments should a counterparty
defaults on its obligation. The Company’s exposure to credit risk arises primarily from cash in banks and
due from related parties.

The Company s maximum exposure to credit risk on the financial assets as st amorlized costis the carrying
amonnt of those assets as at the reporting date,

Financial Assets at Amortized Cost

The Company limits its credit risk from balances with banks by depositing its cash with highly reputable
and pre-approved financial institutions. For due from related parties, credil risk 1s low since the Company
only transacts with related partics with strong capacity to meet its contractual cash tlow abligations in the
near ter.

As discussed in Note 3 to the financial statements, the Company considers credit risk in measuring ECT,

of financial assets at amortized cost, Since the financial assets at amortized cost of the Company are
considered to have low credit risk, impairment loss is limited to [2-month ECL.
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The table below presents high prade credit quality of the Company™s Tinancial assets at amortized cost.

March 31, 2020 December 31, 2019

{Unaudited) {Audited)
(Cash in banlks BOO2.023 P553,722
D Trom related partics 11,948,152 13,448,152
P12.850,175 P14.001.874

High grade credit quality represents settlements which are obtained from counterparty following the terms
of the contracts without much collection effort.

Liguidity Risk

Liquidity risk is the risk that the Company will not be able to settle ar meet its financial obligations when
they fall due. The Company aims to maintain Oexibility by maintaining sufficient cash to meet all
foresceable cash needs.

The tables below summarize the maturity profile of the Company's financial liabilities at amortized cost
as at March 31, 2020 and December 31, 2019 based on contractual undiscounted cash tlows,

March 31, 2020 (Unaudited)
[.ess than One  One Month to More than

Month One Year One Year Total
Acerued expenses P207.682 P P B207.682
Due to a related party - 1,866,031 - 1,866,031
Note pavable —  1,671,501,723 —  1,671.501,723
P207,682 £1,673,367,754 P P1.,673575436
December 31, 2019 (Audited)
Less than One  One Month Lo Muore than

Month One Year One Y ear Towal

Acerued expenses B292 180 P B 2202180

Due 1o a related party - |.866,031 1.866,031

Mote pavable —  L6TL501.723 — 1.671.,501,723

B292. 180 BLAT3.367.754 P P16T73,659934

Fair Value of Financial Assets and Financial Liabilities
The carrying values of the following financial instruments approximates it fair values due to the short-
term nature of the financial instruments,

March 31, 2020 December 31,2019

(Unaudited) {Audited)
Financial Assets at Amortized Cost
Cash POO7,023 B5seT22
Due from related partics 11,948,152 13,448,152
P12,855,175 P14.006,874
Financial Liahilities at Amartized Cost
Accrined expenses 207,682 R2O21BO
Due to a related party 1,866,031 .Bo6,031
Mote payable 1,671.501,723 1.671.501,723

P1,673.575,436 P1.673.,659.934
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|6, Capital Management Objectives, Policies and Procedures
The Company s capital management objectives are to ensure the Company’s ability to continue as a going
concern and o provide an adeguate retuen to shareholders. The Company manages its capital structure
and makes adjustments Lo at, in light of changes in cconomic conditions, To maintain or adjust the capital
structure, the Company may return capilal to sharcholders or issue new shares,

The Company considers its total equity amounting to P935.1 million and P961.2 nullion as at March 31,
2020 and December 31, 2019, respectively, as its capital,

Thete has been no change in the objectives, policies and processes in 2020 and 2019,
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