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CR06896-2019

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
Sep 30, 2019
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)833-0769
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 Sep 30, 2019

Currency (indicate

units, if applicable) Philippine Peso

Balance Sheet

Period Ended Fiscal Year Ended (Audited)
Sep 30, 2019 Dec 31, 2018
Current Assets 24,367,684 26,025,183
Total Assets 2,603,979,740 2,632,607,791
Current Liabilities 1,673,578,723 1,672,959,629
Total Liabilities 1,673,578,723 1,672,959,629
Earnings/(Deficit) 82,393,047 111,641,002
Stockholders' Equity 930,401,017 959,648,162
Stockholders' Equity - Parent - -
Book Value per Share 0.61 0.63
Income Statement
Cgﬁg;mf;r Prévli\z ::t::;" Current Year-To-Date = Previous Year-To-Date
Gross Revenue 252 313 442 877
Gross Expense 1,073,919 1,118,234 3,730,334 4,124,488
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Non-Operating Income 25,931,749 2,306,779 -25,517,253 4,300,755
Non-Operating

Expense 0 0 0 0
'T';‘;°'“e’('-°ss) Before 54 858,082 1,188,858 -29,247 145 177,144
Income Tax Expense 0 0 0 0

Ret Income/(Loss) After | 4 g5g ng0 1,188,858 -29.247 145 177,144

Net Income Attributable
to 0 0 0 0
Parent Equity Holder

Earnings/(Loss) Per

Share 0.02 0 -0.02 0
(Basic)
Earnings/(Loss) Per
Share 0.02 0 -0.02 0
(Diluted)
Current Year (Trailing 12 months) Previous Year (Trailing 12 months)
Earnings/(Loss) Per Share (Basic) -0.07 -0.03
Earnings/(Loss) Per Share (Diluted) -0.07 -0.03

Other Relevant Information

none

Filed on behalf by:
Name Raquel Frondoso
Designation Compliance officer
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Commission Identification Wumber 102165

ta

BIR Tax Identification Mo, 000-803-498-000

4. Exacl name of registrant as specificd in its charter: BRIGHT KINDLE RESOURCES &

INVESTMENTS, INC,
5. Philippincs
Provinee, Country or other jurisdiction of  incorporation or organization
fr. Industry Classification Code: SEC Use Only)

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

8. 632/ 8330769
Reaistrant's telephone number, including area code

8. Former name, [ormer address. and former fiscal vear, if changed since last report

10. Securities registered pursuant to Sections 8§ and 12 of the Code. or Sections 4 and 8 of the
ES5A
Mumber of Shares of Common Stock
Title of Each Class Chatstanding and Amount of Debl Outstanding

Common Stock, P(.35 par value 1,528,474,000 (as of 09/30/19)
11. Are any or all of these securities listed on the Philippine Stock Exchange?
Yes [x] No| |
12. Indicate by check mark whether the repistrant:

{a} has filed all reports required o be filed by Section 17 of the Code und SRC Rule 17
thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and
Scetions 26 and 141 of the Corparation Code of the Philippines, during the
preceding 12 mwonths (or for shorler period the registrant was required to file such
reporis):

Yes [x] No ]

(b} has been subjeet 1o such filing requirements for the past 90 days
Yes x| Mo |
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PART 1 -FINANCIAL INFORMATION

Item 1. — Financial Statements

The unaudited Financial Statements of Bright Kindle Resources & Investments, Inc. (“the Company™)
as at September 30, 2019 (with comparative audited Statements of Financial Position as al December
31, 2018), and for the three months and nine months ended September 30, 2018 is in compliance with
generally accepled accounting principles and there were no changes made in accounting policies and
methods of computation in the preparation of the interim financial statements.

Summary ol statements of financial position as al September 30, 2019 and December 31, 2018:

September 30, 2019 Dccember 31,2018

{Unaudited) (Audited) Tnerease {decrease)
Amount Percentage
(F000) (£7000) (P 000)

Current assets P24.368 P26.025 (Pl.657) (6.37%)
Noncurrent assels 2,579,612 2,606,553 (26.971) (1.03%)
Total Assets P2,603,980 P2.032,608 (P28 62R) {1.0949)
Current Liabilities P1,673.579 P1,672,960 P619 (L04%
Equity 30401 030 648 (29.247) (3.05%)
L'otal Liabilitics and Equity P1.603.980 P2.632.608 [(P25.628) (1 ....__w_wﬂ

Summary of unaudited statements of comprehensive income for the three months and nine maonths

period ended September 30, 2019 and 2018:

For the three months ended

For the nine months ended

September 30, September 30,
2019 2018 2019 2018
(P°000) (B 000) (P 000) (B°000)
General and administrative expenses {1,074) (1,118) (P3,730) (F4.124)
Share in net income (loss) ol an
ass0clale 25932 2307 (25,517) 4,301
Tnierest iIncome 1] il 1] 1
Income (loss) P24.858 P1.189 (P29.247) P178

Summary of unaudited statements of cash flows for the three months and nine months period ended

September 30, 2019 and 2018:

For three months ended For nine months ended

Sentember 31, September 30,
2019 201% 2019 2018
(B 000 (P 000) (B 000) (P 000
Cash provided by (used in) operating activilies (384) (420 P155 (P216)
Cash provided by (used in) investing activitics = = = =
Cash provided by (used in) financing activitics — = - -
Net increase (decreasc) in cash - (384) (420) 155 {216
Cash at beginning of period T98 #14 259 ol
Cash at end of period P414 P304 Pdl4 P304




Item 2. Management®s Discussion and Analysis of Financial Condition and Results of Operation

Results of Operation

NMine months ended Scptember 30, 2019 compared with ning months ended September 30, 2018

Revenue

The Company is not vet operating, hence, revenucs generated mainly comes from interest on bank
deposits. No significant movement in {he Company’s interest income.

Greneral and adminisiraiive EXPENTES
Total general and administrative expenses for the period of P3.73 million is lower by P0.39 million or
9.56% compared with same period last year. Sigmificant movements are attributed to the following

i Depreciation
The decline in depreciation by £0.08 million or 5.13% compared with same period last vear, is
mainly atiributed to the fullv-depreciated service vehicle of the Company. which was already
tully amortized since February 2018, The same vehicle was sold on April 20, 2018 (sce Nate 6).

b Professional fees
The decrease in professional fees by P0.06 milkion or 10.73% is mainly due 1o lower anmnusl
histing fee this vear, as compared with same periad last YEALL

e Chtside services
Ourside services this period amounting to £0.32 million is lower by Fi).17 million or 34.33%
compared with same period last year, This is due 1o the payments made for the desipn,
production and printing of the Company’s annual report last year,

Share in net income (loss) of an associale
The Company’s share in nel loss of an associate amounted to $25.52 million this period. This is lower

by P29.82 million, comparing with same period last vear. MARC. an associate, is in net loss position
as of Septemnber 30. 2019, as opposed to nel income position same period in 2018.

Three months ended Sepiember 30, 2019 compared  with three monihs  ended
September 30, 2018

Hevenue

The Company is not yet operating, henee, revenues generaled mainly comes from interest on bank
deposils. No significant movement in the Company’s interest income.

General and administrarive expenses

Total general and administrative cxpenses for the period amounting to PLOT million has declined
slightly by P0.04 million or 3.96% comparing with the same period last vear. No significant expenses
has been incurred by the Company for the period.

Share in net income of an associale
The Company’s sharc in net income of an associate amounted to P25.93 million this period. This is

higher by £23.64 million, comparing with same petiod last year. MARC’s results of operations has
improved during the three months of the vear,



Statements of Financial Position

The significant changes in the statement of financial position accounts during the nine months ended
September 30, 2019 compared with the December 31, 2018 level are as follows:

o Cash
The Company cash balance has increased by P0.15 million or 59.77%. The movement is mainly
due to collection of 2.0 million of receivable from a related party and P0.87 million advanees
made by an affiliate for the Company’s working capital requirements. which was offset by
payments made pertaining to the Company’s operating expenses.

e Due from related parties
The decrease in this account by £2.0 million is mainly due 1o collection of receivables from a
related party during the period.

s (ther current assets
The increase in other current assets is mainly attributable to additions in Input VAT from purchase
of domestic services, totaling P0.16 million during the period.

o Property and eguipment
Decrease in property and equipment by P1.45 million is mainly due to depreciation for the period,
Mo additions and/or disposals were miade in 2019

»  Invesnment in an associate
The Company’s investmeni in an associate has declined by £25.52 million, which movemenl
represents the share in net loss of an associate during the period.

s Acerued expenses and other current liabilities
This account decreased by P0.25 million or 53.93%. due to payments made on the previous yvear’s
accrualy,

o Due v avelated pariy
There is an increase of PO.87 million or 86.60% due to additional advances from an affiliate. which
was used by the Company for its working capital requircments.

o Retained eqrnings
The decline in relained earnings by $29.25 million, pertains to the net loss recognized for the

period.

Sranementy of Cash Flows

Net cash provided by operating activities for the nine months ended September 30, 2019 amounts to
£0.15 million. while cash used in operating activities in same period last vear was 022 million,
Increase in cash for the current period is the net result of the following significant transactions:

* Puyment of operaling expenses during the perod.
* Advances made by an alfiliate totaling £0.87 million.
* Collection of 2.0 million from a related party.

L



HORIZONTAL AND VERTICIAL ANALYSIS

September 3, 2019 December 31, 2008 Increase (Decrease) -

(Unandited) (Audited) ~ Amount Percentage
ASSETS
Current Assets
Cash B413,553 BI5E, 845 P154.708 59.77%
Due from related parties 14,455,581 16,455,581 (2,000,000) (12.15%)
Other current assels . 9,498,550 9,310,757 187,763 2.02%,
Total Current Assets 24,367,684 26025183 (1.657.499)  (6.37%)
Noncurrent Asscis
Property and equipmenl 41,684,903 43,138,202 (1.4533.200)  {3.37%)
Investment in an associate 2,537,927.153 2,563,444.406  (25,517.253)  (1.00%)
Total Noncurrent Asscts 2,579,612,056 2606582608 (26970.552)  (1.03%)
£2,003,979.740 2.632.607,791 (P28,628.051) (I 09%)
LIABILITIES AND EQUITY
Current Liabilities
Accrued cxpenses and other
current liabilitaes 210,969 P457.006 (P246,937) (53.93%,)
Due to a related party 1,866,031 1,000,000 Ba6031  Eo.60%
MNote pavable 1,671,501,723 1,671.501.723 - =
o Total Current Liabilities 1,673,578,723 1.672.959 620 619,094 _..,__.:.ﬁw.m_
Equity
Capital stock 840,660,700 B40,660.700 =
Fetained eamings 82,393,947 111,641,092 20.247145) (26.20%)
Other comprehensive income 7346370 7.346.370 ==
Total Equily 930,401,017 959.648,162  (29.247,145) (3.05%)

£2,603,979.740

B1.632.607. 791

(F28.628.051)

(1.09%)




Kev Performance Indicators

Scptember 30,2019 Scptember 30, 2018

Net income {loss) (F29,247.145) F177.144
Quick assets 14,869,134 56.684,643
Curreni assets 24,367,684 03,316,067
Total Assets 2,603,979.740 2,754,101,053
Current liabilities 1,673.578,723 L710.211,589
Total liabilities 1.673,578,723 1, 710,211,589
stockholders” Fguitly 930.401,017 1,043, 889,464
Number of common shares outstanding 1,528,474,000 1,528,474.000

Tiguadity ratios:

Current ratio (1) 0.01:1 0.04:1
Quick ratio (2) 0.01:1 0.03:1
Solvency Ratios:
Debt ralio (3) {l.e4:1 ezl
Debt to Equity ratio {4) 1.80:1 1.a4:1
Profitability ratios:
Return on equity (5) (0.03) 00002
_Return on assets (6) {0.01) 0.0001
Income (loss) per share (7) (0.02) 0.0001

Other fntormetion

L]

d.

Any known trends, demands, commilments, events or unceriainties thai will have a material
mmnpact on the issucr’s liquidity,

Nathing to disclose.

Any events that will trgger direct or contingent financial ubligation that is material to the
company. including any defaull or aceeleration of an obligation.

Nothing to disclose.

All material off-balance sheet transactions. arrangements, obligations (including contingent
obligations), and other relationships of the company with unconsolidated entities or other
persons created during the reporting penod.

Nothing to disclose.

Ay material commitments for capital expenditures. the general purpose of such commitments
and the expected sources of funds for such cxpenditures.

Nothing to disclose.
Any known trends, events or uncertainties that have had or that are reasonably expected to have
a matcrial favorable or unfavorable impact on nel sales‘revenuesiincome from continuing

uperations,

Nothing to disclose.



. Any significant elements of income or loss that did not arise from the issuer’s comtinuing
operations.

Nothing to disclose.

PART Il - OTHER INFORMATTION

The Company may, at its option, report under this item any information not previously reported in a
report on SEC Form 17-C. If disclosure of such information is made under this Part IL it need not be
repeated in a report on Form 17-C which would otherwise be required to be fled with respect to such
information or in a subsequent report on Form 17-Q,

PART TIT - FINANCIAL SOUNDNESS INDICATORS

September 30, 2019 September 30, 2018

Liquidity Ratio

Currend Ratio 0.01 (.04
Current assels 24,367,684 65,316,067
Current liabilities 1,673,578,723 1,710,211.589

Chuick Ratio 0. 003
Quick asset 14,869,134 50,684,643
Current liabilitics 1,673,578,723 1,710,211 389

Solvency Ratio

Lyeht Rariv 0.64 0.62
Total liabilities 1,673,578,723 1,710,211, 589
Total assels 2,603,979,740 2.754,101,053

Debi-to-equiiv Ratio 1,80 1.64
Total labilities 1,673,578.723 1,710,211 1589
Total equity 930,401,017 1,043,889.464

Profitability Ratio

Aswei-to-equity Ratio 2.80 2.64
Total asscly 2.603,979,740 2,754.101,053
Total couity 030,401,017 1,043,889 464

Return on Equity Ratio {0.03) {0.0002
Net income {loss) (29,247,145} 177,144
Average shareholder’s equity 945,024,590 1.043 800,892

Return on Assets (0.01) 00001
Net mcome (loss) (29.247.145) 177.144

Average total assels

2.618.293,766

2,754,022.470




SIGNATURES

Pursuant 1o the requiremints of the Securitics Regulation Code, the Company has duly caused this
report Lo be signed on its behalf by the undersigned thereunto duly authorized.

Issuer: BRIGHT KINDLE RESOURCES & INVESTMENTS. INC.
Diate; 04 November 2019
ROLANDO S. SANTOS

VP — Finance | reasurer

JACKY-IMNS.VALENZUELA

Accountant




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

STATEME

I'S OF FINANCIAL POSITION

September 30, 2019 December 31, 2018

Note {Unaudited) {Aundited)
ASSFETS
Current Assets
Cash 4 P413.553 P25B R4S
Due from related parties 12 14,455,581 16,455.581]
Other current assets b 9,498,550 0.310,757
Total Current Assets 24,367,684 26,025 183
Noncurrent Asscts
Properly and equipment 6 41,684,903 43,138,202
Investmenl in an associate ) 2,537,927,153 2,563 444 406
Total Noncurrent Assets 2,579,612.056 2.606,582,608
P2.603.979.740 P2.632,607,791
LIABILITIES AND EQUITY
Current Liabilities
Accrued expenscs and other currenl Habilities G P210,969 P437,906
Due to & related party 12 1,866,031 1,000,000
MNote pavable e 1,671,501,723 1.671.501,723
Taotal Current Liabililics 1,673,578.723 |.672,959 620
Equity
Capital stock 840,660,700 840,660,700
Rclained earnings 82,393,947 111,641,092
Other comprehensive income 7,346,370 7.346.370
. Tatal Equity 930,401.17 959,644,162
P2.603.979.740 P2.632.607,791

See necompanying Notes to Finengial Statements,
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BRIGHT KINDLE RESOURCES & INVESTMENTS, INC.

(A Subsidiary of RYM Busincss Management Corp.)

UNAUDITED STATEMENTS OF COMPREHENSIVE INCOME

Three Months Ended Nine Months Ended
September 31, September 30,
Note 2019 2018 2019 2004
GENERAL & ADMINISTRATIVE
EXPENSES 11 (F1.073,919)  (PLLIS234)  (P3,730.334) (P4.124,488)

SHARE IN NET INCOME (LOSS)

OF AN ASSOCTIATE 7 25,931,749 2,306,774 (25,517.253) 4,300,755
INTEREST INCOME 4 252 313 442 877
INCOME (1.05858) 724,858,082 P1.188,858  (P29,247,145) P177.144
LOSS PER SHARE - BASIC AND

DILUTED 13 .02 PO.OOL (¥0.02) P00

See gocompanying Nedes o Financial Stotementy,



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

UNAUDITED STATEMENTS OF CHANGES IN EQUITY

Note September 30, 2019 September 30, 2018

CAPITAL STOCK - P).55 par value 10
Authorized - 2,000,000,000 shares
Issued. subscribed and oulstanding -

1,528,474,000 shares PE40.660,700 PR40.660,700
RETAINED EARNINGS
Balance at beginning of period 111,641,092 196,278,091
Net income (loss) (29,247,145) 177,144
Balance at end of period ) 82,393,947 106,455,235
Share in other comprehensive income of an

associate: 7,346,370 6,773.529
TOTAL EQUITY P930,401,017 P1,043,850.464

See aocompanying Nedex b Financial Statemenis,



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

UNAUDITED STATEMENTS OF CASH FLOWS

Nine Months Ended September 30,

Note 2019 2018

CASH FLOWS FROM OPERATING
ACTIVITIES
Income (1oss) before tax {F29.247,145) P177.144
Adjustments [or;

Share in net loss (income) of an associale 7 25,517,253 (4,300,755}

Depreciation 6 1,453,299 1,531,846

Interest income | {442) (877}
Operating loss before working capital changes (2.277.035) (2.502 642
Decrease (increase) in:

Due from related parties 2.000,000 2418000

Onher current assets (187,793) 22,1509
Increase (decrease) in:

Accrued expenses and other current liabililics (246,937) {19.978)

Due to a related party 866,031
Net cash provided by (used in) operations 154.266 (216,770)
Interest received 442 877
INCREASE (DECREASE) IN CASH 154,708 (215,893)
CASII AT BEGINNING OF H.H—GGHW 258,845 610,059
CASII AT END OF PERTOD P413.553 B354 166

See accompanying Nates to Financial Statements.
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BRIGHT KINDLE RESOURCES & INVESTMENTS, INC.
{A Bubsidiary of RYM Business Management Corp.)

UNAUDITED STATEMENTS OF CASH FLOWS

Three Months Ended September 30,

o Note 2019 2018
CASH FLOWS FROM OPERATING

ACTIVITIES

Tneome before tax P24.858,082 1,188,858
Adjustments for:

Share in net income of an associate i (25,931,749) (2,306,779)

Depreciation f 484,130 481,566

Interest income - (252) (313)
Operating Ioss belore working capital changes (589,783) (636,068)
Decrcase (increase) in:

Due from related parties 500,000 373,000

(Other current assets (137.1200) (156,999}
Inerease (decrease) in:

Accrued expenses and other current liabilities (157.379) 214
Mot cash provided (used in) by operations (384,282) (420,453
Interest received 252 313
INCREASE (DECREASE) IN CASH (384,030) {420,140)
CASH AT BEGINNING OF PERTOD 797,583 814,306
CASH AT END OF PERIOD P413,553 P304 166

See gocompanyinyg Netes to Financia! Statements,
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BRIGHT KINDLE RESOURCES & INVESTMENTS, INC.

(A Subsidiary of RYM Business Management Corp.)

NOTES TO FINANCIAL STATEMENTS

Corporate loformation

General Information

Bright Kindle Resources & Investments, Inc. (the Company), formerly Bankard, Inc. was incorporated
and registered with the Philippine Securitics and Exchange Commission ( SEC) on December 4, 1981 as
a credit card corporation. On March 21, 1945, the Company listed its shares with The Fhilippine Stock
Ixchange, Inc. (PSE).

(n 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 1o RYM Business Management Corp.
{the Parent Company) and other investors.  The Parent Company acquired 76.56% interest in the
Company.

In Nowvember 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 a1 16th Floor Citibank Tower, 8741 Pasco de Roxas, Makati
City.

Iovestment in Mareventures Holdings, Inc. (MARC)

On December 15, 2014, the Company acquired 600,000.000 shares of MARC representing 33% cquity
intercst for P2,604.0 million from the Philippine Business Bank - Trust and Investment Center (PRI
{see nole 7).

On December 29, 2017, the SEC approved the application of the merger of MARC, Brightgreen
Resources Holdings Ine. (BHI) and Asia Pilot Mining Phils. Corp. (APMPC), with MARC as the
surviving entity. MARC issued 1,125,000,000 shares to BHT and APMPC resulting 1o 4 reduction of the
Company’s equity mlerest in MARC to 20%. In 201 8, MARC issued 45,731,706 shares al P1.64 sharcs
or 4 lotal of B75 million to a major stockholder resulting to a reduction of the Company’s eguity interest
in MARC to 19.90%,.

On Tebruary 13, 2017, Mareventures Mining and Development Corporation (MMDIC), a subsidiary of
MARC, received an order dated Tebruary 8, 2017 from the Department of Enviromment and Natural
Resources cancelling its Mineral Production Sharing Agreement (MPSA). The management and its legal
counsel believe that the order has no basis and the outcome of legal actions taken will not have a
material adverse effcet on the MMDC’s operations.

MMDCs management will take all the necessary legal actions and exhaust all remedies available
prevent the implementation of the order. The management and its Iegal counscl believe that the order
has no hasis and the outcome of legal actions taken will be in favor of the Company. MMDC has
continued its mining operations in the areas covered by the MPEA

On February 22, 2017, MMDC has filed a Notice of Appeal 1o Office of the President.
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Summary of Significant Accounting Policies

Basis of Preparation

The financial statements have been prepared in compliance with Philippine Financial Feporting
Standards (PFRS). 'This financial reporting framework includes PFRES, Philippine Accounting Standards
(PAS) and Philippine Interpretations of issuances by the Tnicmational Financial Reporting
Interpretations Committee, issued by the Financial Reporting Standards Council and adopted by lhe
SEC, including SEC pronouncements.

Measurement Bases
The financial statements are presented in Philippine Peso, which is also the Company’s functional and
presentation currency. All values represent absolule amounts cxeept 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 cxchange for an assel and fair value of the
consideration received in exchange for incurring a liability.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction belween market participants at the transaction date. The Company uses valuation tcchniques
that are appropriate in the circumstances and for which sufficient data arc 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 pussible exlent when measuring the fair value of an assel
or a liability. Fair values are categorized into different levels in a [air value hierarchy based on inputs
used in the valuation technigues as follows:

* Level 1 -Quoted (unadjusted) market prices in active market for identical asscts or liabilities.

¢ Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable,

* Level 3 - Valuation techniques for which the lowest level mput that is significant to the fair value
measuremen is unobservable.

For assets and liabilities that are rccognized in the financial sialements ol a recurring basis, the
Company determines whether transfers  have occurred  berween levels in the hicrarchy by
re-assessing categorization (based on the lowest level mput that is significant to the fair value
measurement as a whole) at the end of each reporting period.

For the purpose of [air value disclosures, the Conipany has determined classes ol assets and liahilitics on
the basis of the nature, characteristics and risks of the asset or liability and the level of the Fair value

hierarchy as explained above,

Further information about the assumptions made in measuring fair value is included in Note 15.
Financial Risk Management Objectives and Policies.
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Adoption of New and Amended PERS

The accounting policies adopted are consistent with those of (he previous financial year, except for the
adoption of the following new and amended PFRS which the Company adopted effective for annual
periods beginning on or afler January 1. 2018:

PERS 9. Financial Instruments This standard replaces PAS 39, Financial Instruments:
Recognition and Measurement (and all the previous versions of PERS 9. T provides requirements
for the classification and measurement of financial assels and liabilities. impairment, hedge
accounting, recognition, and derceogmition,

PTRS 9 requires all recognized financial assets to he subsequently measured at amortized cost or fair
alue (through profit or loss or through other comprechensive income), depending on their
classification by reference to the business model within which these are held and its contraclual cash
Now characteristics.

For financial liabilities, the most significant effect of PFRS 9 relates to cuses where the fair value
option is taken: the smount of change in fair value of & financial liability designated as at fair value
through profit or loss that is attributable to changes in the eredit risk of that liability is recognized in
other comprehensive income (rather than in profit or loss), unless this ercates an accounting
mismalch,

For the impairment of financial assets, PFRS 9 introduces an “expected credit loss™ (ECL) model
based on the concept of providing for expected losses al nception of a coniract; recognition of a
credil loss should no longer wait for there to be an objective cvidence of impairment,

For hedge accounting, PFRS 9 introduces a substantial overhaul allowing financial statements to
better reflect how risk management activitics are undertaken when hedging financial and non-
financial risk exposures.

The derecognition provisions arc carried over almost unchanged from PAS 39,

Based on the Company”™s analysis of'its business model and the coniractual cash flow charucteristics
of its financial assets and liabilities as at January 1, 2018, the Company has concluded that all of its
financial assets and liabililies shall continue to be measured on the same hasis as under PAS 39 byl
shall be classified under PFRS 9. The Company has adopted PFRS 9 relrospectively.

Financial assets classified as loans and receivables under PAS 39 are classitied as financial assets at
amortized cost under PFRS 9. These financial assets include cash in banks and due from related
partics. Accordingly. there were no changes in the carrying amount of the financial assets upon
adoption of PFRS 9.

The Company assesscd that the adoption of PFRS 9. specifically on determining impairment loss
using general approach, has no impact on the carrying amounts of the Company’s financial assels
carried at amortized cost.

There is no material impact on (he basic and diluted carnings per share as a resull of the Company’s
adoption of PFRS 9,

PFES 15, Revenue Srom Contract with Customers — The new slandard replaced PAS 11,
Construction Contracts, PAS 18, Revenue and related interpretations. It establishes a single
comprehensive framework for revenue recognition to apply consistently across tramsactions,
industrics and capital markets, with a core principle (based on a five-step model to be applicd 1o all
contracts with customers), enhanced disclosures, and new or improved guidance (e.g. the point ai



which revenue is recognized, accounting for variable considerations. costs of fulfilling and obiaining
& contract. etc.).

The Company’s revenue mainly arises from interest income from cash in hanks and share in net
incame from an associate. Accordingly, the adoption of PFRS 15 has no significant impact on the
fnancial statements of the Company.

»  Amcendments to PFRS 135, Revenue from Confract with Customery - Clarification to PFRS 13 — The
amendments provide clarifications on the following topics: (a) identifying performance obligations:
(b} principal versus agent considerations! and (¢) licensing. The smendments also provide some
transition relief for modified contracts and completed contracts.

¢ Amendments to PAS 28, fnvestments in Associates and Joint Ventures - Measuring an Associare or
Joint Venture at Fair Value — The amendments are part of the Annual Tmprovements to PFRS 2014-
2016 Cycle and clarify that the election (0 measure at fair value through profit or loss an investment
in an associate or a joint venlure that is held by an cntity that is a venture capital oraanization,
mutual fund, unit trust er other qualifving entity. is available [or each investment in an sssociate or
joint venlure on an investmenl-by-investment basis, upon initial recogmition.

The adoption of the foregoing new and amended PFRS did not have any material effect on the financial
statements. Additional disclosures have been included in the notes to financial statements, as applicable.

New and Amended PFRS Issued But Not Yet Effective
Relevant new and amended PFRS which are not vet effective for the year ended December 31, 2018 and
have not been applied in preparing the tinancial statements are summarized below.

Effective for annual periods beginning on or after January 1, 2014

*  Amendments to PFRS 9, Financial Instruments - Prepayment Features with Negative Compensation
— The amendments allow entities to measure particular prepayable financial asscts with nesative
compensation at amorlized cost or al [air vahie through other comprehensive income (instcad of at
fair value through profit or loss) if a specified condition is met. 11 also clarifies the requirements in
PFRS 9, Financial Instruments Tor adjusting the amorlized cost of a financial liability when a
madification or exchange does not result in ity derecognition (as opposed to adjusting the effective
interest rate).

»  Amendments to PAS 28, fnvesiments in dssociates and Joint Ventures - Long-term Intevests in
Associaies and Joint Ventures  The amendments clarify that long-term interesls in an associate or
Joint venture that, in substance, form part of the entity’s net investment but to which the ity
method is nol applied. are accounted for using PFRS 9. Financial Instruments.

Under prevailing circumstances, the adoption of the foregoing new and amended PFRS is not cxpected
10 have any material cffect on the financial statements of the Company,

Financial Assets and Liabilities

Lhate of Recognition. The Company recogmizes a financial asset or a financial liability in the statements
ol financial position when it becomes a party to the contractual provisions of a financial instrument. In
the case of a regular way purchase or sale of financial asscts, recognition and derecognition, as
applicable. is done using settlement date accounting,

Initial Recognition and Measurement. Financial instruments are recognized initially at fair value, which
i the fair value of the consideration given (in case of an asset) or received {in case of a Hability). The
initial measurement of financial instruments, except for those designated al fair value through profit and
loss (FVPLY, includes transaction cost.
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"Dy I Difference. Where the transaction in a non-active market is different Fom the fair value of
other ohservable current market transsclions in the same instrument or based on a valuation technigue
whose variables include only data from observable market, the Company recognizes the difference
between the iransaction price and fair value (a “Day 17 difTerence) in profit or loss, In cases where there
is no obscrvable data on inception, the Company deems the transaction price as the best estimate of fair
value and recogmizes “Day 17 difference in profit or loss when the inputs becomne observable or when
the instrument is derecognized. For each transaction, the Company determines the appropriate method
of recognizing the “Day 17 difference.

Classification and Subsequent Measurement Policies, The Company classifics its financial assets at
initial recognition under the following categories: (a) financial assets at FVPIL, b} Onancial assets at
amortized cost and (c) finaneial assels at FVOCL Finanetal liabilities, on the other hand, are classificd
as cither financial liabilitics at FVPL or financial liabilities at amortized cost. The classification of a
financial instrument largely depends on the Company’s business model and ils contractual cash flow
chamcleristics.

As at September 30, 2019 and December 31, 2015, the Company does not have lnancial assets and
liabilities al FVPL. and financial asscts at FVOCTL

Financial Assefs ar Amartized Cost. Financial assets shall be measured at amortized cost 10 hoth of the
[ollowing conditions gre met;

= the financial asscl is held within a business model whose objective is to hold financial assets in order
to collect contractual cash Qows: and

* the conlractual terms of the financial asset give tise, on specified dates, to cash Dows that are solely
payments of principal and interest on the principal amount outstanding.

After initial recognition, financial assets at amorticed cost are subscyuently measured at amortized cost
using the effective intcrest method, Tess allowance for ECL. if any. Amorlized cost is caleulated by
taking inte account any discount or premium on acquisition and fees that are an integral part of the
effective interest rate.  (Gains and losses are recognized in profit or loss when the financial assels are
derceognized and through amortization process. Financial assets at amortized cost are included under
current assets i realizability or collectability is within 12 months afier the reporting period. Otherwise,
these arc classified as noncurrent assets.

As at September 30, 2019 and December 31, 2018, the Company’s cash in banks and due from related
parties are classified under Lhis category,

Financial Liabilities at Amortized Coyt, Financial Habilities are categorized as financial liabilities at
amortized cost when the substance of the contractual arrangement results in the Company having an
obligation either {o deliver cash or another financial asset to the holder, or to settle the obligation other
than by the exchange of a fixed amount of cash or another financial asset for 4 fxed number of its own
equily mstruments.

These financial liabililies are initially recoenized at fair value less any directly atiributable transaction
costs. Afier imitial recognition, these financial liabilities arc subsequently measured ai amortized cost
using the effective interest method. Amortized cost is caleulated by taking into account any discount or
premium on the issue and fees that arc an integral part of the effective interest rate. Gains and losses are
recognized in profit or loss when the liabilitics are dereconized or through the amortization process.

As al September 30, 2019 and December 31, 2018, the Company’s accrued expenses, due to a related
party and note payable arc classified under this category,
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Reclassification

The Company reclassifies its financial assets when. and only when. it changes its business model for
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 financial assel reclassified out of the financial assets at amortized cost category to financial assets
at FVPL, anv gain or loss arising from the difference belween the previous amortized cost of the
[inancial asset and fair value is recognized in profii or loss,

For a financial asset reclassified out of the financial assets at amortized cost category to financial assets
at FVOCL any gain or loss arising from the difference belween the previous amortized cost of the
[inancial asset and fair valuc is recognized in OCT.

In the case of a financial assel 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. If the financial asset is subsequently impaired.
any previous gain or loss that has been recognized in OCT is reclassified from equily to profit or loss.

Impairment Policy on Financial Assets at Amortized Cosi

The Company records an allowance for ECL. ECT. is hased on the difference between the contraciual
cash flows due in accordance with the contract and all the cash flows that the Company expects to
receive, The difference is then discounted at an approximation to the assel’s vriginal effective interest
Tale.

For financial instruments assets at amortized cost, the ECL is bascd on the |2-month ECL, which
pertains to the portion of lifetime ECL that result from delault events on a financial instrument that are
possible within 12 months afier the reporting date, However, when there has been a sigmificant increase
in credit risk since imitial recognition, the allowance will be based on the lifetime ECL. When
determining whether the credil rsk of a financial ussct has increased significantly since initial
recognition, the Company compares the risk of a default oceurring on the financial instrumert 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 informalion, that is available without undue cost or
effort. that is indicative of signilican! increases in eredil risk since initial recomition.

Derceognition of Financial Assets and Liabilities

Financial Assets. A financial assel (or where applicable, a part of a financial asset ar parl of a group of
similar financial assets) is derecognized when:

e lheright to receive cash flows from the assct has expired;

* lhe Company relains the right to receive cash flows from the financial asset. but has assumed an
obligation to pay them in full withoul material delay 1o a third party under a “pass-through”™
arrangement; or

¢ the Company has transferred its right to reccive cash flows from the financial asset and either {4} has
transterred  substantially  all  the risks  and  rewards of  the asset,  or
(b} has neither transferred nor retained substantially all the risks and rewards of the assel, bul has
transterred control of the asset.

When the Company has transferred its right to reccive cash flows [rom a financial assel or has entered
into a pass-through arrangement, and has neither transferred nor retained substantially all the risks and
rewards of ownership of the financial asset nor transferred control of the financial asset, the financial
assel 15 recognized to the extent of the Company’s conlinuing involvement in the financial asset.
Continuing involvement thai lakes the form of a guarantee over the transferred financial assel is
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measured at the lower ol the original carrving amount of the financial asset and the maximum amount of
consideration that the Company could be required to repay.

Financial Liehilities. A financial liability is derecognized when the obligation under the Tiahilii y 1%
discharged, cancelled or has expired. When an existing financial liahility is replaced by another from
the same lender on substantially different terms, or the terms of an existing liability are substantiall ¥
modified. such an ¢xchange or modification is treated as a derecognition of the original liabilily and
the recognilion of a new liabilily, and the difference in the respective carrving amounts is Tecognized
in the statements of comprehensive income.

A modification is 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 ate, is different
by at least 10% from the discounted present value of remaining cash flows of the original Hability,

The fair valuc of the modified financial liability is delermined based on its expected cash flows,
discounted using the interest rate at which the Company could raisc debt with similar terms and
conditions in the market. ‘The difference between the carrying value of the original liability and fair
value of Lhe new liability 15 recognized in the statements of comprehensive income.

On the other hand, if the differcnce does not mect the 10% threshold, the original debt is not
extinguished but merely modified. Tn such case, the carrying amount is adjusted by the costs or 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 of
financial position if, and only if, there is a currently enforceable legal right 1o offset the recogmized
amounts and there is intention to scllle on a net basis, or to realize the asset and scille the liahility
simultancously, This is not generally the case with master netting agresments, and the related assets and

liahilities are presented gross in the statements of financial position.

Classification of Financial Instrument between Liability and Equity
A financial instrument is classified as lability if it provides for a contraciual obligation 1o

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

¢ Exchange financial assets or financial liahilities with another entity under conditions that are
potentially unfavorable to the Company; or

¢ Satisly the obligation other than by the exchange of a fixed amount of cash or another financial assel
for a fixed number of own equity shares.

If the Company does not have an unconditional right to avoid delivering cash or another financial asset
tor settle its contractual obligation, the oblization meets the definition of a financial liability.

Other Current Assets

Other current assets include input valuc-added tax (VAT), current portion of defurred input VAT,
creditable withholding tax (CWT) and prepayments.

VAl Revenue. cxpenses and assels are recogmized net of the amount of VAT, except for receivables
and payables that arc stated with the amount of VAT included. The net amount of input VAT
recoverable from the tax authority is included as part of “Other current assets™ account in the statements
of financial position,

Deferred inpur VAL. In accordance with the Revenue Regulations (RR) No, 16-2005, mput VAT on
purchases or imperts of the Company of capital goods (depreciable asscls for income 1ax purposes) with
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an aggregate acquisition cost (exclusive of VAT) in cach of the calendar month exceeding
1.0 million are claimed as credit against output VAT over 60 months or the estimated usefal lives of
capital goods, whichever s shorter.

Deferred input VAT represents the unamortized amount of input VAT on capital goods. Deferred mput
VAT that are expected to be claimed against output VAT lor no more than 12 months after the reporting
date are classified as current assets. Otherwise these are classified as noncurrent assets.

CHT. CWT are amounts withheld from income subject to expanded withholding taxes. CW1 can be
utilized as payment for income taxes provided that these are properly supported by certificates of
creditable tax withheld at source subject 10 the rules on Philippine income taxation.

Lrepayments. Prepayments represent expenses paid in advance and recorded as assets before these are
urilized. Prepayments are apportioned over the period covered by the payment and charged to profit or
loss when incurred. Prepayments that are expected to be realized for no more than twelve months afier
the reporting dale are classitied as olher cumrent assets. Otherwisc. these are classified as other
noncurrent assets.

Investment in an Associate

Investment in an associate is recognized initially at cost and subsequently accounted for using the equity
method.

An associate is an entily in which the Company has signiticant influence but not eonirol, over the
financial and operating policies of such entity. The Company’s share of its associate’s post-acquisition
profils or losses is recognized in profit or loss, and its share of post-acquisition movements in reserves is
recognized m cquity. The cumulative post-acquisition movements are adjusted against the carrying
value of the investment.

When the Company’s share of losses in an associale equals or exceeds its interest in the associate,
in¢luding any other unsecured receivables. the Company does nol recognize further losses, unless it has
incurred obligations or made payments on behall of the associate. Unrealized gains on transactions
between the Company and its associate are eliminated to the exienl of the Company’s interest in the
associate.  Unrealized losses are also eliminated unless the transaction provides evidence of an
impairment of the assel transferred.

The Company determines at the end of each reporting year whether there is any evidence that the
mvestment 15 impaired. If this is the ease, the amount of impairment is calculated as the difference
betwen the carrving value of the investment and recoverable amount.

Property and Eguipment

Property and cquipment are sialed at cost less accumulated depreciation and any impairment in value,
The mitial cost of property and equipment comprises its purchase price, including import dutics, non-
refundable purchase taxes afler deducting trade discounts and rebates and any directly attributable costs
of bringing the asset to its working condition and location for its intended use.  The cost of selfs
constructed assets includes the cost of materials and direct labor, nay other costs directly attributable to
bringing the assets to a working condition for their intended use. the costs of dismantling and removing
the items and restoring the site on which they arc located.

Expenditures incurred afler the property and equipment have been put into uperation. such as repairs,
maintenance and overhaul costs, are normally charged to operations in the vear the eosts are incurred. In
situations where il ¢can be clearly demonstrated that the cxpenditures have resulted in an increase in the
future economic benefits expecied (o be obtained from the use of an item of properly and equipment
heyond its originally assessed standard of performance, the expenditures arc capitalized as additional
costs of property and equipment. The cost of replacing a component of an ilem of property and
cyuipment is recognized if it is probable that the [uture economic benefits embodied within the
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component will flow to the Company, and its cost can be measured reliably. The carmying value of the
riplaced compeonent is derecognized.

When parts of an item of property and equipment have different useful lives, they are accounted for as
separaie 1lems (major components) of property and equipment.

Depreciation is calculated on a straight-line basis over the following estimated useful lives of the
property and equipment:

Number of Years

Condominium unit 77
Offce furniture and fixtures 3-5
Service vehicle 3

The estimated useful lives and method for depreciation are reviewed perodically to ensure that the
periods and method of depreciation are consistent with the expected pattern of economic benefits from
items of property and cquipment.

When assets are retired or otherwise disposed of, the cost and the related accumulated depreciation and
any impairment in value are removed from the accounts. Any resulting sain or loss iy credited to or
charged against current operations.

Impairment of Nonfinancial Assets

Nonfinancial assets are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying value of an asset may not be recoverable. I any such indication cxists and where the
carrying value of an assct exceeds its recoverable amount, the assel or cash-generating unil is written
down to its recoverable amount. The cstimated recoverable amount is the higher of an asset’s fair value
less costs to sell and value n use. In assessing value in use, the estimated future cash Oows are
discounted to their present value using 4 pre-tax discount rate that reflects current market assessments of
time value of money and the risks specific 1o the asset. For an asset lhat does not generate largely
independent cash infllows, the recoverable wmount is determined for the cash-gencrating unit to which
the asset belongs. Impainment losses arc recognized in the stalcments of comprehensive income,

An assessment is made at each reporting dale as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. If such indication cxists. the
recoverable amount is cstimated. A previously recognized impairment loss is reversed only it there has
been a change in the estimates used to delermine the asset’s recoverable amounl since the last
impairment loss was recognized, IT that is the case, the camrving value of the asset is increased Lo its
recoverable amount. That increased amount cannot exceed the carrving value that would have heen
determined, net of depreciation, had no impairment loss been recognized for the asset in PIOT YEars,
After such a reversal, the depreciation charge is adjusted in future periods to allocate the asset’s revised
carrying value, Iess any residual valuc. on a systematic basis over remaining useful life.

Equity

Capital stock. Capital stock is measured at par value for all shares issucd. Incremental costs directly
attributible to the issuance of new shares are treated as deduction fom equity, net of tax.

Retained earnings. Retained earnings represent the cumulative balance of nel incomie or 1oss net of any
dividend deelaration,

Cher Comprehensive Income (OCT), OCI comprises of items of income and expense that are nol
recognized in profit or loss for the year in accordance with PFRS. OCT of the Company pertains o share
in OCT of an associate.



Revenue Recognition

Fevenue from contract with customers is recognized when the performance obligation in the contract
has heen satisfied, cither at a point in time or over time. Revenue is recognized over time if one of the
following criteria is mel: (a) the customer simuliancously receives and consumes the benefits as the
Company perform its obligations; (b) the Company’s performance creates or enhances an asset that the
customer controls as the assel 1s created or enhanced: or (c) the Company’s performance does not create
an assel wilh an alternative use to the Company and the Company has an enforceable fght to payment
for performance eompleted to date. Otherwise, revenue is recognized at a point in time.

The Company also assesses ils revenue arrangemenis Lo determine if it is acling as a principal or as an
agent. The Company has assessed that it acts as a principal in all of ils revenue sources.

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

dnrerest fncome.  Tnierest income is recognized in profit or loss as 11 accrues, taking into account the
eftective vicld on the asset.

Expenses Recognition
Expenses are recognized in profit or loss when there is a decreasc in future economic benelit related to a
decrease in an asset or an increasc in a liability that can be measured reliably.

General and  administrafive expenses. General and administrative expenses constitule cost of
administering the business, These are expensed as incurred.

Income Taxes

Current Tax. Current tax assets and liabilities are measured at the amount expected to be recoversd
from or paid to the taxation authorities. The tax rale used to compute the amount is the one that has
bien enacted or substantively enacted at the reporting date.

Deferved Tax. Deferred tax is provided on all temporary differences at the reporling date between (he
tax bases ol assets and liabilities and their carrying amounts for financial reporting purposes,

Detferred tax liabilities are recognized for all taxable temporary differences. Deferred lax assets are
recognized for all deductible temporary dillerences, carry-forward benetits of any unused tax credils
from the excess of minimum corporate income tax (MCIT) over the regular corpotale ncome tax
(RCIT) and any unuscd net operating loss carrvover (NOLCO), to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences and carry-forward
benefits of unused MCIT and unused NOLCO can be utilized. Deferred tax. however, is not recogmized
when it arises from the initial recognition of an asset or liability in a (ransaction that is not a business
combinalion and, at the time of the transaction, affects neither the accounti ng profit nor taxable profit or
foss,

The carrying value of delerred tax assets is reviewed at each reporting date and reduced to the extent
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferrcd tax asset to be utilized. Unrecogmivzed deferred tax assets are reasscssed at each reporling date
and are recognized to the extent that it has become probable thal luture taxahle profit will allow the
deferred tax asset to be recovered.

Deferred tax assets and Labilities are measured at the tax rate that are expected to apply to the period
when the assel is realized or the liability is scttled, based on tax rate that has been enacied or
substaniively enacted at the roporting date.

Deterred tax is recognized in profil or loss except to the extent that i1 relates to a business combination,

or items directly recognized in cquity as other comprehensive ineome.
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Deferred tax assets and liabilities are o[Tset, if a legally enforccable right exists to offset current tax
assels against current tax liabilities and the deferred taxes relale to the same taxable entily and the same
taxation authority,

Basic and Diluted Earnings (Loss) Per Share

Basic earnings (loss) per share is computed by dividing net incomg (loss) for the year anributable o
common shareholders by the weighted average number of common shares oulstanding durine the vear,
with retroactive adjustments for any stock dividends declared and stock split and excluding common
shared purchased by the Compuny and held as treasury shares,

Diluted earnings (loss) per share is caleulated by adjusting the weighted average number of commaon
shares outstanding to assume conversion of all potential dilutive common shares.

Where the eamings (loss) per share effeet of potential dilutive commeon shares would be anti-dilutive,
basic and diluted earnings (loss) per share are stated 4t the same amount.

Operating Sezment

An operaling segment is a component of the Company thal engages in business activitics from which it
may earm revenues and incur expenses. including revenues and expenses thal relste to the transactions
with any of the Company’s other components.

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

Related Partv Relationship and Transactions

Related party relationship exists when one party has the ability to control, directly. or indirectly through
one or more inlermediaries, or exercise significant influence over the other party in making financial and
operating decisions.  Such relationships also exist between andior among entities which arc under
common control with the reporting entity, or between, and/or among the reporting entity and its key
management personnel. dircctors or its stockholders. In considering each possible relaled party
relationship, allention is directed to the substance of the relationship, and not merely to the legal form.

Related party wransactions are transfer of resources, services or obligations between the C ompany and its
related partics, regardless whether a price is charged.

Provisions

Provisions are recognized when the Company has a present obligation (legal or consiructive) as a result
of a past evenl, il is probable that an outflow of resources embodying econommic benefits will he required
lo settle the obligation, and a reliable estimate can be made of the amount of the obligation.

Contingent liabilities are nol recognized in the financial statements. They are diselosed in the notes 1o
financial statements unless the possibility of an outflow of resources embodying economic bencfits 1s
remole, Contingent assels are not recognized in the financial slatements hut are disclosed when an

inflow of economic benetlts is probable,

Events afier the Reporting Period

Post year-end events thal provide additional information abouwt the Company’s financial position at the
end of reporting period (adjusting events) are reflected in the financial statcments. Post year-end events
thatl are non-adjusting arc 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
o make judgments, estimates and assumptions that affect the amounts reported in the [inancial
statements. The judgment, cstimales and assumptions used in the financial stalements are based upon
management's evaluation of relevant facls and circumstances as al the reporting date.  While the
Company believes that the assumplions are reasonable and appropriate, significant dilTerences in the
actual expericnee or significant changes in the assumptions may materially affect the estimated amounts.
Actual results could differ from such estimates.

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

Classifving Investment Property and Owner-occupicd Property. The Company considers @ property as
an investment property when the property gencrates cash flows which are largely independent of other
assets held by the Company and a property as owner-occupied property when cash flows generated by it
pertains not only to the property but also to other assets used for operations or administrative purposes.

A properly may comprise of porfions held for capital appreciation and portions used in operation or
administrative purpose. If these portions cannot be sold scparately, the property is accounted for as an
investment property only if an insignificant portion is held for usc in operation or for administrative
pUIpose.

The Company classified its condominium unit under property and equipment.

Determining Significant Influence over MARC. When an entity holds 20% or more of the voting power
(directly or through subsidiaries) on an invesice, it will be presumed that the investor has stgmificant
influence unless it can be clearly demonstrated that this is not the case. Tf the holding is less than 20%,
the entity will be presumed not to have significant influence unless such influence can be clearly
demonsirated. A substantial or majority ownership by another investor does nol 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 lollowing
Ways:

s representalion on the board of directors or equivalent governing body of the investee:

e participation in the policy-making process, including participation in decisions aboui dividends or
other distributions;

* material transactions between the entity and the investee; interchange of managerial personnel: or

e provision of essential technical information

The Company has deternmined that the decrease in ownership interest in MARC in 2018 resulting to a
less than 20% ownership interest would not affect its sigmificant influence by virtue of the existence of
the above indicators n the Company’s dealings with MARC.

Assessing Modification on the Terms of the Note Payable. The Company considers its note pavable to
be substantially modified il the present value of the cash flows under the new terms, meluding net faes
paid or received and discounted using the original effective interest rate, is different by al least 10%
from the discounted present value of remaining cash flows of the original liability. Such modification
will result to derceogmition of original lability and the recogmition of a new liability.

On the other hand, if the differcnce does noi mect the 10% threshold, the original debt is not
extinguished but merely modified. In such case, the carrying value is adjusted by the costs or fees pand
or recerved 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 at June 30, 2019 and December 31. 201 8, the
Company has determincd that it has no operating scgment other than being a holding COMpEny.

Assessment of Impairment of Financial Assets at Amortized Cost,  The Company delermines the
allowarnice for ECL based on the probability-weighted estimate of the present value of all cash shortfalls
over the expecied lifc of financial assets al amortized cost. ECL are provided for credit losses that result
from possible default evenls within the next 12-months unless there has been a significant increase in
credit risk since initial recognition in which case ECL are provided hased 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
tor the particular financial instrurment being assessed such as, but not limited to, the following factors:

* actual or expected extemal and internal credit rating downgrade;
* existing or forecasted adverse changes in business. financial or economic conditions; and
= actual or expecled significant adverse changes in the operating results of the borrower.

The Company’s Minancial assets at amortized cost are considered to have low eredit risk, and therefore
the loss allowance is determined as 12 months ECL. The Company has assessed that the ECL for other
financial assefs al amortized cost is not material because the transactions with tespect to these financial
assels were entered into by the Company only with reputable banks and counterparties with good credit
standing and relatively low risk of defaulls. Accordingly, no impairment loss was recognized n 2019
and 2018,

The carrying amounts of the Company s financial asscls at amortized cost are as follows:

September 30, 2019 December 31, 2018

i Note {(Unandited) {Audited)
Cash in banks ) P408.553 B253 845
Due from related parties 12 14,455 581 16.455 5581

Assessment of Impairment of Investment in an Associate. The Company assesses the impairment of
investment in an associate whenever events or changes In circumstances indicate that the carrying
amouni of investment in an ussociate may nol be recoverable, Factors that the Company considered in
deciding when to perform impairment review include the following, among others:

e significant decline in business and operating perlomance in relation to expectations; and
* sigmficant changes in the business operations and strategies of the Company and its associate.,

Based on management asscssment, there are no indicators for impairment that will warrani impairment
gssessment.  The management and ifs legal counscl believe that the order for the cancellation of
MMDC"s  MPSA  will not have a material adverse effect on MMDC's operations
(see Note 1). Accordingly, no impairment loss was recognized in 2019 and 2018, The carrying amount
of mvestment in associates amounted (o P2.537.9 million and £2,563.4 million as at September 300, 2019
and December 31, 2018, respectively (see Note 7).

Assessing Impairment of Other Nonfinancial Assets. The Company assesses Impainment on other
nonfinancial assets whenever events or changes in circumstances indicate that the carrying valug of
these assets may not be recoverable. The Taclors that the Company considers important which could
trigger an Impairment review include the following:

s sigmificant underperformance relative 1o expected historical or projected future operating results;



¢ significant changes in the manner of use of the acquired assets or the strategy for overall business;
and
o significant negative indusiry or economic trends.

The Company recognizes an impainment loss whenever the carrving value of an assel cxcecds it
recoverable amount. The recoverable amount is computed using the value-in-use approach, Recoverable
amounts are estimated for individual asscls or, if it is not possible, for the cash-generating unit to which
the asset belongs. Determining such amount requires the estimation of cash [ows expected to he
generated from the continued use and ultimate disposition of such assets.

No impairment loss was recognized in 2019 and 2018.

The carrying amount of the Company s other nonfinancial assets arc as follows:

Seplember 30, 2019 December 31, 2018

_ Note {(Unaudited) {Audited)
Onher current assets ] P9, 498 550 B9.310.737
Property and equipment f1 41,684,903 43,138,202

Estimaring the Useful Lives af Property and Equipment. The Company estimates the useful lives of
property and equipment based on the period over which the assels are expected to be available for use,
The Company annually reviews the estimated uscful lives of property and cquipment based on factors
that nclude asset utilization, internal technical evaluation, technological changes, environmental
changes and anlicipated use of the assets,

There is no change in the cstimated useful life of the Company”s property and equipment in 2019 and
2018. Carrying wvalue of property and  equipment amounted to  P41.7 million and
$43.1 million as at September 30, 2019 and December 31, 2018, respectively (sec Note 6).

Assessing Realizability of Deferred Tax Assets. The Company reviews its deferred tax assets at each
reporting date and reduces the carrying value to the extent that it is no longer probable thar sufTicient
taxable profil will be available to allow all or part of the deferred tax assets to be utilizid,

Deferred tax assets were not recogmized on NOLCO and excess of MCIT over RCIT as at December 31,
2018 and 2017 hecause (he management believes that there will be no sufficient taxable profits against
which deferred tax assets can be ulilized.

The Company’s unrecognized deferred tax assets amounted to £5.6 million and P7.8 million as at
December 31, 2018 and 2017, respectively.

Cash

This aceount consists off

September 30, 2019 December 31, 2018

{Unaudited) { Audited)

Cash on hand 5,000 F3.000
Cash in banks 408,553 253,845
P413,553 P2585,845

Cash in banks earn intercsl at prevailing bank deposit rates. Inlerest income eamed amounted to
P442 and PETT in 2019 and 2018, respectively.
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5, Other Current Asscts

This account consists of

September 30, 2019 December 31, 2018

(Unaudited) {Audited)

Input VAT 78,776,044 P8, 141,414
CWT 600,685 N85
Current portinn of deferred input VAT - 474999
Prepaviments 100,685 74,523
Cthers 21,136 19,136
9,498,550 £9,310.757

6. Property and Equipment
Balances and movements in this account are as follows:

September 30, 2019 {Unaudited)

Condominium Office Furniture

Note Unit and Fixtures Total
Cust
Balance at beginning of perind 47,788.569 F1,795,210 49,584,488
Additions i = = -
Balance al cnd of period 47,788,569 1,795,919 49,584,488
Accumulated Depreciation
Balance al beginning of perind 5,772,153 674,133 6,446,280
Diepreciation 11 1,184,356 268,943 1.453.299
Balance ar end of pertod £.950,509 043,076 T.899.585
Carrving Amount P40.832,060 PR52.843 P41,684.903

December 31, 2018 (Audited)
Condominium  Office Furuture

Niote Unit and Fixtures  Service Vehicle Tuotal
Cost
Balance at heginning of vear P47.7858.569 P1.735,619 £1,568 630 £51.002 838
Additions - 0,300 B0 300
Drsposals - = {1.368.650) (1.568. 650
Balance al end of vear 47.TEE 560 1.79551% 49 584 488
Accumulated Depreciation -
Balance at beginning of vear 4,193,012 324 999 1.4581.503 5,999,514
Drepreciation 11 1.570.14] 240134 87,147 2015422
Disposals N (1.568.650) [1.568.650)
Balance ar end of vear 5772153 674.133 - f.446. 286
Carrying Amount #42.016.416 B1.121.786 £ P43,138.202

On Apnl 20, 2018, a fully-depreciated service vehicle was sold; subscquently. no gain or loss on the
disposal of the assel was recognized.



o

/. lnvestment in an Associate

Movements in this account are as follows:

September 30, 2019 December 31, 2008

{Unauditcd) {Audited)

Acguisition cost P2,604,000,000 P2,604 000,000
Accumulated share in cquity:
Balance at beginning of period (40,555.594) 36244182
Share in:

Net loss (15,517,253) (77.372.61T)

Other comprehensive income - 572,841
Balance at end of period (60,072 847) (40.555.504)
.ﬁmﬂ.ﬂ:w amount ¥2,537,927.153 P2.363 444 406

The Compuany has 600,000,000 shares of MARC representing 19.90% equily interest as at
September 30, 2019 and December 31, 2018 (see Note 1). MARC's principal place of business is at
Unit E, One Luna Place, I, Luna St., Butuan City, Agusan del Norte.

Summarized financial information of MARC follows:

September 30,2019 December 31, 2018

(Unaundited) __(Audited)
Total current assets £1,050,130,416 B351,145,763
Total noneurrent assets 5,261,282.22) 5278237211
Total current labilities 1,743,568,583 1 140,620,272
Total noneurrent liabilitics 810,939,928 98,616,520
Revenue T37,148,665 BR7. 255 N6
Nel loss 128,227,402 ISR.E07.119
Other comprehensive income - 2.878.508

8. Accrued Expenses and Other Current Liabilities
This account consists of

September 30,2019  December 31, 2018

{Unaudited) {Aundited)

Accrued expenscs ¥207,681 P455,220
Statuiory pavables 3,188 2686
F210,969 $457 906

Accrued expenses pertain to acerual of outside services, professional [ees, and electricity, among others,
which are expecied Lo be settled in the next reporting period.

Slatutory payvables pertain to withholding taxes that are to be remitied to the government within the nexl
reporting period,
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9. Notc Payable
Movements in this account arc as follows:
September 30, 2019 December 31, 2018
(Unaudited) {Audited)
Balance at beginning of period P1,671,501.723 B1.710.000.000
Assignment of reccivables (see Note 12) - (38.488.277)
Balance at end of period P1,071,501,723 PL6T1.501,723
The noninterest-bearing notc was assigned by PBB to Irans Middle East Philippines Tquities, Inc,
(TMET:). This liability represents the unpaid portion of the purchase price of the investment in an
associate. The note’s original maturity date was December 31, 2015 but was exlended, Latest extension
is until December 31, 2019,
10. Equity

On March 21, 19935, the SEC approved the listing of the Company’s 118,000,000 million shares at an
offer pnce of £1.0 per share. As al September 30, 2019 and December 31, 2018, 1.528.474.000 sharcs

are listed in the PSE.

The following summarizes the information on the Companv's issued

September 30, 2019:

Number of shares

issued and

and subseribed shares as at

Percentage of

subscribed shares
Non-public shareholdings:
a. Rclated parties 1170, 159,980 T60.56%
b. Affiliates, directors and officers 04,920 000 6.21%
Public shareholdings 263,385,011 17.23%
Total 1328 474,000 100, 00%

The total number of shareholders of the Company is 630 and 631 as at Seprember 30, 2019 and

December 31, 201 8. respectively.

1The principal market for the Company's capital stock is the PSE. The high and low trading prices of the

Company’s shares are as follows:

{uarter Higzh Lowr
January to September 2019

Tlirst P1.68 1.3
Second 1.38 1.14
Third 1.43 1.11
January to December 2018

First P2.UE P1.55
Second | 83 1.27
Third 222 146
Fourth |86 1.28




11.

General and Administrative Expenscs

This account consists of;

Scptember 30, 2019 September 30, 2014

Note (Unaudited) {Unaudited)

Depreciation G F1.453,.299 P1.531.846
Membership dues and other fees 1,051,736 L.051.736
Professional fees 482,800 540,829
Outside services 315,721 480,758
Communication, light and water 198,933 193,788
Thirector’s fees 20,000 1L 00D
Taxes and lcenses 39,426 73,507
(Others 168,419 242,024
P3.730,334 P4,124 488

Related Party T'ransactions

The Company has the following transactions with its Parent Company and other related parlies:

Amount of | ransactiong Crurstandinge Balences
Marure of Seprember 30, 20019 Docomber 31, 2015
lransactions 2019 (L paodited) 2013 CAudited) {LUnaodited) {Audiled)
Due from Helated Partics
Parenr Comgrany
AR Milvances for
working ceprtal - ' PROMLOG0 BEONN000
Under camman coniral:
BRI Advances for
wivking capilal A 2000,000) 3,455,561 h.455,581 EASSER
Fid 455581 Fl6A5558
e 1o 3 Related Party
Afftlizie -
Frime Mediz Heldings, Tng. Advances fur
working capita| Fhan.31 1,000,005 I B66,03] R0, 000

Due [rom related parties are noninterest-bearing, colleetible on demand. not impaired and to be settled in
cash. Due to a related party is noninterest-bearing, unsecured. payable on demund and o be settled in
cash.

The Company assigned the receivable from the Parent Cumpany to TMEE to offset with the note
payable amounting o #38.5 million and P50.0 million in 2018 and 201 7, respectively (see Note 99,

Compensation of Key Manarement Personnel
Compensation of key management personnel on short term cmployves benefits amounted o nil,
20.05 million, £0.1 million in 2019, 2018 and 2017, respectively.
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Basic and Diluted Loss Per Share

Basic and diluted loss per share is computed as follow:

September 30, 2019  December 31, 2018

. {Unandited) { Audited)

Net loss (P29.247.145) (P84.636,999)
Weighted average number of common shares

outstanding 1.528.474.000 1,528,474.000

Loss per share - basic and diluted (F0.02) (P.055)

There has been no transaction involving common shares or potential comnion shares that veeurred
subscquenl Lo the reporting dates,
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Contingencics

Legal Claims and Assipnment of Litigation Cases

The Company is a co-defendant in a collection case for 1US%1.5 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 lhe charge cards availments that the Company processed under a Tripartite
Merchanls Agreements (TMA). Based on Company’s records, however, payments due to the foreigm
merchant were wired 1o 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 case will not give rise to or result in any liahility or damage on the part of the Corporation since
(a) RCBC posted a bond in the amount of 1S$3.1 million, by way of security to stay the enforcement of
the Amended Judgment rendered by Judge Rafael. Tn case of judgment against the Company, this bond
may cover the liability 1o the extent of US$3.1 million; and (b) the Share Purchase Agreement dated 18
October 2013 between Rizal Commercial Banking Corporation, RCBC Capital Corporation (eollectively
referred herein as the “Sellers”) and PBB Business Bank Inc.- ‘Lrust and Tnvestment Center (the
“Buyer”) contains an indemnity clause frum the Sellers in case the Corporation or the Buyer Group is
adjudzed liable.

. Finaneial Risk Management Objectives and Policies

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

Financial Risk Managemeni Objectives and Policies

The Company’s principal [inancial instrumcnts consist of cash in banks, duc from related partius,
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 liquidity risk. Management reviews and approves the policies
for managing cach of these risks which are surnmarized below.

fad
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Credit Risk

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

The Company’s maximum exposure lo credit risk on the financial assels as at amortized cost is the
carrying amount of those assels as at the reporting date.

Financial dssets ar Amartized Cost

The Company limits its credit risk from balances with banks by depositing its cash with highly reputable
and pre-approved financial instilutions. For due from related parties, credit risk is low since the
Company only transacts with related partics with strong capucily to meet ils contractual cash flow
ubligations in the near term

As discussed in Note 2 to the financial statements, the Company considers credit risk in measuring FCT
of financial assets at amortized cost. Since the financial assels at amortized cost of the Company are

considered to have low credit risk, impairment Toss is limited to | 2-month ECL.

The table below presents an analysis of the credit qualily of the Company’s financial asscts at amortized
cast,

September 30, 2019 December 31, 2018

(Upaudited) (Audited)
Cash in banks B408,553 PI53,845
Due from related partics 14,455,581 16,455,581
£14.864,134 Bl6,709.426

Liguidity risk

Liguidily risk is the risk that the Company will not be able to settle or meet its financial ohligations
when they fall due. The Company aims to maintain flexibilit y by maintaining sufficient cash to meet all
taresceable cash needs.

The tables below summarize the maturily profile of the Company’s financial liabilitics at amortized cost
as al September 30, 2019 and December 31, 2018 based on contractual undiscounted cash flows,

September 30, 2019 (Unaundited)

Less than One  One Month o More than
Month One Year Onc Year Total
Accrued expenses P207,081 £ £207.6081
Due to a related party - 1.866.031 - 1.566.031
MNote pavable — 1.671,501.723 - 1,671.501.723
PI07.681 PL6T3,367.754 B-  P1,673.575435

December 31, 2018 {Audiled)

Less than One Cme Month 1o Maore than
Maonth One Year O Year Total
Accrued expenscs £455.220 B g2 B4355220
Due to a related party 1000000 - 1,000, )
Mote payable 1,671.5301.723 - 1.671,501,723
P455.220  P1.672.501.723 P—  BIA72056,043




Fair Value of Financial Assets and Financial Liabilities
Set oul below is a comparison by category of carrving values and fair values of the Company’s financial
mstruments that are carried in the financial statements:

September 30, 2019 (Unauvdited) December 31, 2018 (Audited)

Carrying Value Fair Value Carrving Value Fair Value
Financial Asscts at
Amuortized Cost
Cash 413,553 £413.553 RIS 845 RI58 845
Due from related parties 14,455,581 14,455,581 16,455 581 16,455,581

P14,869.134  P14.869,134  P16.714.426  P16,714,426

Finaneial Liabilities at
Amaortized Cost

Accrued expenses 2207681 B207.651 PA55220 P435,220
Due to a related party 1.866,031 1,866,031 L.O00.000 1.0 000
Note pavable 1.671.501,723  1,671,501.723 1671501723 1.671.501.723

PLATIRTS.435 PLOTRETS435 PLETI056.943 PLLAT2.056943

Financial Assets and Financial Liabilities. The carrying amounts of cash, due from related parties,
accrued expenses, due 10 a related party and note payable approximate their fair values due to the short-
term nature of the transactions. The fair value measurement of current financial assels and liabilities is
classified as Level 3 (significant unobservable inputs).

Capital Management Objectives, Policies and Procedures

The Company's capital management objectives arc to ensure the Company’s ability to continue as a
going concern and to provide an adequate retum to sharcholders. The Company manages its capital
structure and makes adjustments 1o it. in light of changes in economic conditions, To maintain or adjust
the capital structure, the Company may return capital to shareholders or issue new shares.

The Company considers ils total equily amounting to P930.4 million and R959.6 million as at
September 30, 2019 and December 31, 2018, respectively, as its capital,

There has been no change in the objectives, policies and processes in 2019 and 2018,



