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

7. Address of principal office
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8. Issuer's telephone number, including area code
(+632)833-0769
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COMMON 1,528,474,000
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& Investments, Inc.

Bright Kindle Resources & Investments Inc.
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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, 2018

Currency (indicate
units, if applicable) PHP

Balance Sheet

Period Ended Fiscal Year Ended (Audited)
Sep 30, 2018 Dec 31, 2017

Current Assets 65,316,067 67,306,638

Total Assets 2,754,101,053 2,753,943,887

Current Liabilities 1,710,211,589 1,710,231,567

Total Liabilities 1,710,211,589 1,710,231,567

Retained

Earnings/(Deficit) 196,455,235 196,278,091

Stockholders' Equity 1,043,889,464 1,043,712,320
Stockholders' Equity - Parent - -

Book Value per Share 0.68 0.66
Income Statement

C(lgn"weglt"tYhesa)r Pr(%v'i\: g:tzg)ar Current Year-To-Date = Previous Year-To-Date

Gross Revenue 313 100,860 877 108,655
Gross Expense 1,118,234 1,392,600 4,124,488 5,155,325
Non-Operating Income 2,306,779 50,810,700 4,300,755 58,763,636
Non-Operating _ _ _ _

Expense

Incomel(Loss) Before 4 184,858 49,518,960 177,144 53,716,966
Income Tax Expense - - - -

Net Incomel(Loss) After 4 4gg g5g 49,518,960 177,144 53,716,966

Tax



Net Income Attributable
to -
Parent Equity Holder

Earnings/(Loss) Per
Share
(Basic)

Earnings/(Loss) Per
Share
(Diluted)

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

Other Relevant Information

None.

Filed on behalf by:
Name

Designation

0.03 0

0.03 0

Current Year (Trailing 12 months)
0.03
0.03

Raquel Frondoso
Compliance officer

0.04

0.04

Previous Year (Trailing 12 months)
0.05
0.05
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QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2) (b) THEREUNDER
1. For the quarterly period ended September 30, 2018
2. Commission Identification Number 102165
3. BIR Tax Identification No. (00-803-498-000

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

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

6. Industry Classification Code: SEC Use Only)

7. 16" Floor Citibank Tower, 8741 Paseo de Roxas, Makati City 1226
Address of issuer’s principal office Postal Code

8. 632 /8176046/48
Registrant's telephone number, including arca code

9. Former name, former 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
RSA
Number of Shares of Common Stock
Title of Each Class Outstanding and Amount of Debt Quistanding

Common Stock, PO.55 par value 1,528,474,000 (as of 09/30/18)
11. Arc any or all of these securities listed on the Philipping Stock Exchange?
Yes [x] Noll
12, Indicate by check mark whether the registrant:

{a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Sections 11 of the R8SA and RSA Rule 11{a)-1 thereunder, and
Sections 26 and 141 of the Corporation Code of the Philippines, during the
preceding 12 months (or for shorter period the registrant was required to file such
reports);

Yes [x] No|]

{b) has been subject to such filing requircments for the past 90 days
Yes [|x] No|]
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PART I - FINANCIAL INFORMATION

Item 1. — Financial Statements

The Unaudited Financial Statements of Bright Kindle Resources & Investments, Inc. as at
September 30, 2018 (with comparative Audited Statements of Financial Position as at December 31,
2017) and for the three months and nine months ended September 30, 2018 and 2017 are in compliance
with generally accepted accounting principles and there were no changes made in accounting policies
and methods of computation in the preparation of the interim financial statements.

Summary of statements of financial position as at September 30), 2018 and December 31, 2017

September 30, 2018 December 31, 2017

(Unaudited) {Audited) Increase (decrease)
Amount Percentage
(P 000) (P*000) (P 000)
Current assets P65.316 PG6T.307 (P1,991) (2.96%)
Moncurrent assets 2,088,785 2,686,637 2,148 0.08%
Total Assets £2,754,101 P2,753.944 P157 0.01%
Current Liabilities P1,710,212 P1.710.232 20 {1,007 %)
Equity 1,043,889 1,043,712 177 0.02%
Total Liabilities and Equity P2,754,101 P2,753,944 P157 0.01%

Summary of unaudited statements of comprehensive income for the three months and nine months
period ended September 30, 2018 and 2017;

For the three months ended For the nine months EIII.‘[I;E'-{j

September 3, September 30,
2018 2017 2018 20017
(P 000) (P000) (#'000) (P*000)
Revenues l] #1401 1 PlO9
General and administrative expenses (1,118) (1,393) (4,124) (5,155)
Share in net income of an associate 2,307 50,811 4,301 58,764
Income 1,189 P40 519 P77 P53, 717




Summary of unaudited statements of cash flows for the three months and nine months period ended
September 30, 2018 and 2017

For three months ended For nine months ended_

September 30, September 30,
2018 2017 2018 2017
(F*000) (P 000) (F000) (P00
Cash provided by (used in) operating activities (P420) (P483) (P216) Pd4,348
Cash used in investing activitics - (268) = (4,073)
Cash used in financing activitics = o s (50,000)
Net decrease m cash (420) (751) {216) - (9,725)
Cash at beginning of period 814 00 642 610 108.616
Cash at end of per[gt_:] i P304 il ?ﬁ,ﬁ@i 1 P3%4 PUR. 891

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

Resulis of Operation

Nine months ended September 30, 2018 compared with nine months ended September 30, 2017

Revenue

The Company is not yet operating, hence, revenues gencrated mainly comes from interest on bank
deposits. The interest income for the period is lower by P0.11 million compared with same period last
year, due to lower cash balance this period as compared last vear.

Cieneral and adminisivative expenses

.

Diepreciation

The company’s service vehicle has been fully depreciated last February 2018, In effect,
recognized depreciation for the nine months period ended September 30, 2018 is lower by
P0.09 million or 5.82% compared with samc period last year.

Chatsicle services
Morc outsourced services were incurred last year than this year resulting to decline in this
account by #0060 million or 53.63%.

Taxes and licenses

Last year, the Company paid SEC for tender offer filing fee, resulting to higher taxes and
licenses incurred compared with same period this vear. No significant taxes and license fees
were incurred during the period.

Communication, light and water

Communication, light and water expense this period is higher by P0O.0O8 million or 69 78%
comparcd with same period last vear. The increasc is attributable to occupancy of the
Company’s condo unit, starting carly this vear (this was idle last year).

Director’s fees
Director’s fee last year is higher than this year due to payments to board of directors for board
meetings.

Others
Other general and administrative expenses this period is lower by P0.21 million or 46.17%
compared with same period last year, due to payment for PCD maintenance fee last year.



Share in net income of an associate

Met income of Marcventures Holdings, Inc, (MARC) for the nine months period ended September 30,
2018 is lower compared with same period last vear, Consequently, the company’s share in the net
income of MARC has declined from P38.76 million last year to P4.30 million this vear. Also, the
Company’s equity interest in MARC has reduced to 19 9% this year (from 32.9% last year), as an effect
of the merger of MARC, BHI and APMPC (sce Note 1),

Three months ended September 30, 2018 compared with three months ended September 30,
2017

Revernue

The Company is not vet operating, hence, revenues generated mainly comes from interest on bank
deposits, The mterest income for the period is lower by P0O.10 million compared with same period last
vear, due to lower cash balance this period as compared last vear,

(reneral and administrative expenses
. Depreciation
The company’s service vchicle has been fully depreciated last February 2018, In effect,
recognized depreciation for the three months period ended September 30, 2018 is lower by
P0.13 million or 21.35% comparcd with same period last vear.

b Chhers
Other general and administrative expenses this peniod is lower by P0.16 million or 63.71%
compared with same period last year, duc to pavment for PCD maintenance fee last year.

Share in net income of an associate

Met income of Mareventures Holdings, Inc. (MARC) for the three months ended September 30, 2018 is
lower compared with same period last year. Consequently, the company’s share in the net income of
MARC has declined from P50.81 million last vear to P2.31 million this year. Also, the Company’s
equity interest in MARC has reduced to 19.9% this vear (from 32.9% last vear), as an effect of the
merger of MARC, BHI and APMPC (sec MNote 1).

Statements of Finoncial Position

The significant changes in the statement of financial position accounts during the ning months cnded
September 30, 2018 compared with the December 31, 2017 lavel are as follows:

o Cash
The Company’s cash decrcased by P0.22 million or 35.39%. During the period, it has collected
P2.42 million of its receivables from rclated partics. Payments of operating expenses has caused
the decline in the company™s cash balance.

e Dwe from related partics
The deercase in this account is mainly due to collection of receivables from related parties during
the period.

& (Mher current assels
The increase in other current asscts of P0.64 million or 8.06% is mainly due to amortization of
Deferred mput VAT of P0.62 million (see Deferved input VAT). The movement is also caused by
receipt of the construction deposit amounting to P0.25 million. The company also paid insurance
premiums which resulted to increase in this account.

»  Property and equipmeni
Decrease in property and equipment by P1.53 million 1s mainly due to recognition of depreciation
for the period,



e [nvestment in an associate
The increase in investment in an associate by P4.30 million pertains to recognition of share in the
nel income of MARC,

o Deferred input VAT
Movement in this account is attributable to amortization of input VAT for the period.

s Retained earnings
The increase in retained earnings by PO.18 million pertains to the net income during the nine
months period ended September 30, 2018,

Statemnents of Cash Flows

MNet cash used in operating activitics for the nine months ended September 30, 2018 amounts to
P0.22 million, while the cash provided by operating activitics amounted to P44.35 million in same
period last vear.

Significant movement in cash during the period is attributed to collection of #2.42 million from related
parties and pavments of the company’s operating expenses.



HORIZONTAL AND VERTICIAL ANALYSIN

September 30, 2018 December 31, 2017 Increase (Decrease)

{Unaudited) (Audited) Amount Percentage
ASSETS
Current Assets
Cash B394,166 P610.059 (P215,893) (35.39%)
Due from related parties 56,299,477 58,717.477 (24180000  (4.12%)
Other current assets B.622,424 7,979,102 643,322 B.06%
Total Current Assets 65,316,067 67,306,638  (1,990,571) (2.96%)
Noncurrent Assets
Property and cquipment 43,561,478 45093 324 (1.531.346) (3.40%)
[nvestment in an associate 2.644.544,937 2,640,244 182 4,300,733 0,16%
Deferred input VAT 678,571 1,209 743 (621.172) (47.79%)
Total Noncurrent Asscts 2,688,784,986 2.686,637.249 2,147,737 {1.08%
P2,754,101,053 P2,753 943 8§87 P157.166 0,01%
LIABILITIES AND EQUITY
Current Liabilities
Accrued expenses and other
current liabilities P211,589 P231,567 (P19.978) (8.63%)
Note payable 1,710,000,000 1, 710,000,000 = =
Total Current Liabilities 1,710,211,589 1, 710,231,567 (19.978) (0.001%)
Equity
Capital stock 840,660,700 #40,660,700 - -
Retained carnings 196,455,235 196,278,091 177,144 0.09%,
Other comprehensive income 6,773,529 6.773.529 - -
Total Equity 1,043,889,464 1,043 712 320 177,144 0.02%
£2,754,101,053 P2,753 943 3887 P157.166 0.01%




Key Performance Indicators

September 30, 2018 September 30, 2017

Wetlwoone P177,144 P53,716,966
Quick assets 56,084,643 151,201 495
Current assets 65,316,067 157,450,040
Total Assets 2,754,101 ,053 2,884,448 291
Current liabilities 1,710,211,589 1,800,231,066
Total liabilitics 1,710,211,589 1.800,231,066
Stockholders™ Equity 1,043,889,464 1,084.217,225
MNumber of common shares outstanding 1,528.474,000 1,528.474,000

_Liquidity ratios: .

Current ratio (1) 0.04:1 (1.09:1

Quick ratio (2) 0.03:1 (.08:1

Solvency Ratios:

Debt ratio (3) 0.62:1 0.62:1

Debt to Equity ratic (4) 1.64:1 1.66:1
Profitability ratios: " I N -
Return on equity (3) 0.0002 (1.05]

_Return on assets (6) 0.0001 0.019
Income per sharc (7) o 0.0001 0.035

Other Information

a. Any known trends, demands, commitments, events or uncertainties that will have a material
mmpact on the issuer’s higquidity,
Nothing to disclose

b, Any cvents thal will tngger direct or contingent financial obligation that is material to the
company. including any default or acceleration of an obligation,
MNothing to disclose

¢. All material off-balance sheet transactions. arrangements, obligations (including contingent
obligations), and other relationships of the company with unconsohdated cntitics or other
persons created during the reporting period.
Nothing to disclosc

d.  Any material commitments for capital expenditures, the general purpose of such commitments
and the expected sources of funds for such expenditures,
MNothing to disclose

g, Any known trends, events or uncertainties that have had or that arc reasonably expected to have

a material favorable or unfavorable impact on net sales/revenues/income from continuing
operations,

Mothing to disclose



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

Nothing to disclose

PART II - OTHER INFORMATION

The 1ssuer may, at its option, report under this item any information not previously reported n a report
on SEC Form 17-C. If disclosure of such information is made under this Part 11, it need not be repeated
in a report on Form 17-C which would otherwise be required to be filed with respect to such
information or in a subsequent report on Form 17-Q).

PART III - FINANCIAL SOUNDNESS INDICATORS

September 30, 2018 September 30, 2017
Liquidity Ratio
Current Katio 0.04 0.09
Current assets 65,316,067 157,450,040
Current habilities 1,710,211,589 1,800,231,066
Cnick Ratio 0.03 0.08
Quick asset 56,684,643 151,201,495
Current liabilities 1,710,211,589 1,800,231 066
Solvency Ratio
Debt Ratio 0.62 (.62
Total liabilitics 1,710,211,589 1,800.231,066
Total assets 2,754,101,053 2 884 448 291
Debt-to-equity Ratio 1.64 1.66
Total liabilities 1,710,211,589 1.800.231.066
Total cquity 1,043,889,464 1,084,217,225
Profitability Ratio
Asset-to-equity Ratio 2.64 2.66
Total assets 2,754,101,053 2,884 448 291
Total equity 1,043,889.464 1,084,217.225
Return on Equity Ratio 0.0002 0.051
Met income 177,144 53,716,966
Average shareholder’s equity 1,043,800,892 1.057,358,742
Return on Assets 0.0001 0019
Met income 177,144 33,716,966
Average total assets 2,754,022,470 2 882 580 (42

9



SIGNATURES

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

Issuer: BRIGHT KINDLE RESOURCES & INVESTMENTS, INC.,
Date: MNovember @, 2018

ROLANDO S. SANTOS
VP mance Treasurer

fodgpt

JACFY-LYN S.VALENZUELA
Accountant
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BRIGHT KINDLE RESOURCES & INVESTMENTS, INC.
(A Subsidiary of RYM Business Management Corp.)

STATEMENTS OF FINANCIAL POSITION

September 30, 2018 December 31, 2017

Mote (Unaudited) {Auditcd)
ASSETS
Current Assets
Cash 4 P394,166 P610,059
Due from related parties 12 56,299,477 58717477
Other current assets 5 8,622.424 7,979,102
Total Current Assets 65,316,067 67 306,038
Noncurrent Assets
Property and equipment 6 43,561,478 45,093,324
Investment in an associate 7 2.,644.544,937 2,640,244 182
Deferred input VAT 678,571 1,299,743
Total Noncurrent Asscts 2,688,784,986 2,686,637 249
P2,754,101,053 P2.753 943 887
LIABILITIES AND EQUITY
Current Liabilities
Accrued expenses and other current liabilitics 8 P211,589 P231,567
Mote payable 9 1,710,000,000 1. 710,000,000
Total Current Liabilities 1,710,211,589 1,710,231,567
Equity
Capital stock L0 840,660,700 840,660,700
Retained earnings 196,455,235 196,278,091
Other comprehensive income 6,773,529 6,773,524
Total Equity 1,043,889,464 1,043.712.320
P2.754.101,053 P2,753.943 887

See accompanving Notes to Financial Statemenis.



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

UNAUDITED STATEMENTS OF COMPREHENSIVE INCOME

Three Months Ended September 30, Nine Months Ended September 30,

Mote 2018 2017 2018 2017
REVENUE
[nterest income 4 i3 PLOOBGO i i PIO8.655
Renl ineome 14 s 1 - _
313 100, 860 877 108,655
GENERAL & ADMINISTRATIVE
EXPENSES L1 {1,118,234) (13926000 {4,124, 488) (3,155,325)
SHARE IN NET INCOME OF AN
ASSOCIATE 7 2,306,779 50,810,700 4,304,755 58,703,036
INCOME 1,158,858 P49 518,960 P177,144 P33, 716,906
INCOME PER SHARF - BASIC
AND DITLUTED 13 0.001 P03 PO P04

HSee aecompanying Nates to Financtal Stataments,
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BRIGHT KINDLE RESOURCES & INVESTMENTS, INC.
(A Subsidiary of RYM Business Management Corp.)

UNAUDITED STATEMENTS OF CHANGES IN EQUITY

Mate

September 30, 2018 September 30, 2017

CAPITAL STOCK - P0.35 par value
Authorized - 2,000,000,000 sharcs
Issued. subscribed and outstanding -

10

1.528.474,000 shares P840,660,700 PR40,660,700
RETAINED EARNINGS
Balance at beginning of period 196,278,001 187 435, 808
Net income (loss) 177,144 53,716,966
Balance at end of period 196,455,235 241,152,774
Share in other comprehensive income of an

assoclate: 6,773,529 2,403,751
TOTAL EQUITY P1,043,889,464  P1,084.217.225

See accompanving Notes to Financial Statements.
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BRIGHT KINDLE RESOURCES & INVESTMENTS, INC.
{A Subsidiary of RYM Business Management Corp.)

UNAUDITED STATEMENTS OF CASH FLOWS

Nine Months Ended September 30,

Note 2018 2017
CASH FLOWS FROM OPERATING
ACTIVITIES
Income betore tax P177,144 P53,716.966
Adjustments for;
Share in net income of an associate 7 (4,300,755) (38.763,636)
Depreciation 6 1,531,846 1,626 498
Inlcrest ingcome 4 (877) (108.655)
Operating loss before working capital changes (2,592,642) (3.528.827
Decrease {(increase) n:
Receivables 2,418,000 48,556,563
Other current assets {(22,150) (789,770}
Increase (decrease) in accrued expenses and
other current liabilities (19,978} 1,532
Net cash (used in) provided by operations (216,770) 44,239 498
Interest received 877 108,655
Net cash (used in) provided by operating
activitics (215,893) 44,348 133
CASH FLOWS FROM INVESTING
ACTIVITIES
Acquisitions of property and equipment b = (4,072,603)
CASH FLOWS FROM FINANCING
ACTIVITIES
Payment of note pavable 4 - (50,000 000)
NET DECREASE IN CASH (215,893) (9.724.450)
CASH AT BEGINNING
OF PERIOD 610,059 108.615,791
CASH AT END OF PERIOD 394,166 POR.891.341

See aecompanmving Notes to Firancial Statemeniz.
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BRIGHT KINDLE RESOURCES & INVESTMENTS, INC.
(A Subsidiary of RYM Business Management Corp.)

UNAUDITED STATEMENTS OF CASH FLOWS

Three Months Ended Seplember 30,

MNote 2018 2017
CASH FLOWS FROM OPERATING
ACTIVITIES
Income before tax P1,188.858 P49,518.959
Adjustments for:
Share in net income of an associate T (2,306,779) (50.810,700)
Depreciation 6 481,566 612,287
Interest income 4 {313) (100, B60)
Operating loss before working capital changes (636,668) (780.314)
Decrease (inercasc) in:
Recervables 373,000 5,763
Other current asscts (156,999) 193,950
Increase (decrease) in accrucd expenscs and
other current liabilities 214 (3,279
Met cash used in operations (420,453) (583 880)
Interest received 313 100,860
Net cash used in operating activities (420,140) (483,020)
CASH FLOWS FROM INVESTING
ACTIVITIES
Acquisitions of property and equipment f - (267.857)
NET DECREASE IN CASH (420,140) (750.877)
CASH AT BEGINNING
OF PERIOD 814,306 09 642 218
CASH AT END OF PERIOD P394,166 PO8.891.341

fee aocompanying Notes (o Financial Statemenis.



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

NOTES TO UNAUDITED FINANCIAL STATEMENTS

L.

Corporate Information

General Information

Bright Kindle Resources & Investments, Inc. (the Company) was incorporated and registered with the
Philippine Sccuritics and Exchange Commission (SEC) on December 4. 1981 as a credit card
corporation, On March 21, 1993, the Company listed its sharcs with The Philippine Stock Exchange,
Inc. (PSE).

On October 18, 2013, the Board of Dircctors (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 investors, The Parent Company acquired 76.56% interest in the
Company,

With the change in ownership and management, the Company amended its Articles of Incorporation to
change its corporate namc to Bright Kindle Resources & Investments, Inc. and its primary business
purpose to a holding company. The SEC approved the Company’s amendments on January 30, 2014,
Assets and liabilities related to the Company’s credit card servicing operation were transferred to RCBC
Bankard Services Corporation (RBSC) and RCBC on December 12, 2013, The Company is now
engaged in dealing with all kinds of properties, including investment in bonds and shares of capital
stock, without engaging in the business of an mvestment company under the Investment Company Act
or a finance company or a broker or dealer in securitics,

The Company’s principal office address 1s at 16th Floor Citibank Tower, 8741 Pasco de Roxas. Makati
City.

Investment in Marcventures Holdings, Inc. (MARC)
On December 15, 2014, the Company acquired 600,000,000 shares of MARC representing 33% equity

mterest for P2.700.0 million from Philippine Business Bank - Trust and Investment Center (PBB).

In May 2015, the Company has assessed that it has gained significant influence over MARC.
Conscquently, the BOD approved the reclassification of investment from AFS financial asscts to
investment in an associate.

On February 13, 2017, Marcventures Mining and Development Corporation (MMDC), a subsidiary of
MARC, received an order dated February &, 2017 from the Department of Environment and Natural
Resources cancelling its Mineral Production Shaning 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 effect on the MMDC's operations,

MMDC s management will take all the necessary legal actions and exhaust all remedies available to
prevent the implementation of the order. The management and its legal counsel believe that the order
has no basis and the outcome of legal actions taken will be in favor of the Company. MMDC has
continued its mining operations in the arcas covered by the MPSA.

On February 22, 2017, MMDC has filed a Notice of Appeal to Office of the President,



On December 29, 2017, the SEC approved the application of merger of MARC, Brightgreen Resources
Holdings Inc. (BHI) 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 reduction of the Company’s equity
interest in MARC to 20%,

Summary of Significant Accounting Policies

Basis of Preparation

The financial statements have been prepared in compliance with Philippine Financial Reporting
Standards (PFRS). This financial reporting framework includes PFRS. Philippine Accounting Standards
(PAS) and Philippine Interpretations of issmances by the International Financial Reporting
Interpretations Committee, issued by the Financial Reporting Standards Council and adopted by the
SEC, including 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 recerved in exchange for incurring a hability,

Fair value is the price that would be received to sell an assct or paid to transfer a hability in an orderly
transaction between market participants at the transaction date, The Company uses valuation techniques
that are appropriatc 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 uscs market obscrvable data to a possible extent when measuring the fair value of an asset
or a liability. Fair values are categorized into different levels in a fair value hierarchy based on inputs
used in the valuation techniques as follows:

=  Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

s Level 2 - Valuation techniques for which the lowest level mmput that 15 significant to the fair value
measurement s dircetly or mdireetly observable.

# Level 3 - Valuation techniques for which the lowest level input that is sigmificant to the fair valuc
measurcment is unobscrvable.

For assets and liabilities that are recognized in the financial statements on a recurring basis, the
Company determines whether transfers have occurred between levels in the hierarchy by re-assessing
categorization (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of cach reporting penod.

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilitics on
the basis of the nature, characteristics and nisks of the asset or liability and the level of the fair value
hicrarchy as cxplained above,

Further information about the assumptions made in measuring fair valuc is included in Note 16,
Financial Risk Management Objectives and Policics.



Adoption of New and Amended PFRS

The accounting policics adopted are consistent with those of the previous financial year, except for the
adoption of the following new and amended PFRS which the Company adopted effective for annual
periods beginmng January [, 2017

Amendments to PAS 7, Statement of Cash Flows - Disclosure Initiative — The amendments require
entities to provide information that enable the users of financial statements to evaluate changes in
liabilitics arising from their financing activities.

Amendments o PAS 12, Tncome Taxes - Recogmition of Deferved Tax Assets for Unrealized
Losses — The amendments clarify the accounting for deferred tax where an asset is measured at fair
value and the fair value is below the assct’s tax base {e.g. deferred tax asset related to unrealized
losses on debt instruments measured at fair value), as well as certain other aspects of accounting for
deferred tax assets.

Amendment to PFRS 12, Disclosures of Interests in Other Entities — Clarification of the Scope of
the Standard - The amendment is part of the Annual Improvements to PFRS 2014-2016 Cycle
and clarifics that the disclosure requirements in PFRS 12, other than thosc relating to summarized
fimancial information, apply Lo an entity’s interest in a subsidiary, a joint venture or an associate (or a
portion of its interest in a joint venture or an associatc) that is classified (or included in a disposal
oroup that is classified) as held for sale,

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

New and Amended PFRS in Issue But Not Yet Effective
Relevant new and amended PFRS which are not vet effective for the year ended December 31,
2017 and have not been apphed in preparing the financial statements are summarnized below.

Effective for annual peniods beginning on or after January 1, 2018:

PFRS 9, Financial Instruments — This standard will replace PAS 39, Financial Instruments:
Recognition and Measurement (and all the previous versions of PFRS 9). It contains requirements
for the classification and measurement of financial asscts and financial liabilities, impairment, hedge
accounting and derecognition.

PFRS 9 requires all recognized financial assets to be subscquently measured at amortized cost or fair
value (through profit or loss or through other comprehensive income), depending on their
classification by reference to the business model within which they are held and their contractual
cash flow characteristics.

For financial liabilities, the most significant effect of PFRS 9 relates to cases where the fair value
option is taken: the amount of change in fair value of a financial liability designated as at fair value
through profit or loss that is attributable to changes in the credit risk of that liability is recognized in
other comprehensive income (rather than in profit or loss), unless this creates an accounting
mismateh.

For the impairment of financial assets, PFRS 9 introduces an “expected credit loss™ model based on
the concept of providing for expected losses at inception of a contract; it will no longer be necessary
for there to be objective evidence of impairment before a credit loss is recognized,

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 cxposurcs.



The derccognition provisions are carried over almost unchanged from PAS 39,

s  PFRS 15, Revenue from Contract with Customers - The new standard replaces PAS 11,
Construction Contracts, PAS 18, Revenue and related interpretations, It establishes a single
comprehensive framework for revenuc recognition to apply consistently across transactions,
industries and capital markets, with a core principle (based on a five-step model to be applied to all
contracts with customers), enhanced disclosures, and new or improved guidance (e.g. the point at
which revenue is recognized, accounting for variable considerations, costs of fulfilling and obtaining
a contract, cfc.).

s Amendment o PFRS 15 - Clarification to PFRS 15 - The amendments provide clarifications on the
following topics: (a) identifving performance obligations; (b)  principal  versus  agent
considerations; and (c) licensing. The amendments also provide some transition relief for modificd
contracts and completed contracts.

= Amendments to PAS 28, Investments in Associates and Joint Ventures - Measuring an Associate or
Joini Fenture at Fair Valte - The amendments are part of the Annual Improvements to PFRS 2014-
2016 Cycle and clarify that the ¢lection to measure at fair value through profit or loss an investment
in an associatc or a joint venture that is held by an entity that is a venture capital organization, or
other qualifying entity, is available for cach investment In an associale or joint venture on an
investment-by-investment basis, upon initial recognition,

Effective for anmual peniods beginning January 1, 2019:

o PFRS 16, Leases — This standard replaces PAS 17, Leases and its related interpretations. The most
significant change introduced by the new standard is that almost all leases will be brought onto
lessees’ statement of financial position under a single model (except leases of less than 12 months
and leases of low-value assets), eliminating the distinction between operating and finance leases.
Lessor accounting, however, remains largely unchanged and the distinction between operating and
finance lease 1s retained.

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

Financial Assets and Liabilities

Date of Recognition. Fmancial assets and liabilities are recognized in the statements of financial
position when the Company becomes a party to the contractual provision of a financial instrument.
Financial instruments are initially recognized at fair value, In the case of regular way purchase or sale of
financial asset. recognition and derccognition, as applicable, is done using trade date accounting.

Initial Recognition of Financial Insirwmenis. Financial asscts and liabilitics are recognized initially at
fair value, which 1s the fair value of the consideration given (in case of an asset) or received (in case of a
liability). The imtial measurement of financial instruments, except for those designated at fair value
through profit and loss (FVPL), includes transaction cost.

“Day 1" Differences. Where the transaction in a non-active market is different from the fair value of
other observable current markel transactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Company recognizes the difference
between the transaction price and fair value (a “Day 17 difference) in the statement of comprehensive
income, In cases where there is no observable data on inception, the Company deemed the transaction
price as the best estimate of fair value and recognizes “Day 17 difference in profit or loss when the
inputs become obscrvable or when the instrument is derecognized. For each transaction, the Company
determines the appropriate method of recognizing the “Day 17 difference.
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Classification of Financial Instruments. The Company classifies its financial assets at initial
recognition under the following categonies: (a) financial assets at FYPL, (b) held-lo-maturity (HTM)
investments, (c) loans and receivables and (d) AFS financial assets. Financial liabilities, on the other
hand, are classified as cither financial liabilities at FVPL or other financial habilities at amortized cost.
The classification depends on the purposc for which the financial instruments were acquired or incurred
and whether or not the instruments are quoted 1in an active market.

As at September 30, 2018 and December 31, 2017, the Company does not have financial assets and
liabilities at FVPL, AFS and HTM investments,

AFS Financial Assets. AFS financial assets are nonderivative financial assets that are erther designated
in this catcgory or nol classified in anv of the other categories. These are purchased and held
indefinitely, and may be sold in response to liquidity requirements or changes in market conditions.
These include cquity investments, money market papers and other debt imstruments. The unrcalized
gains and losses arising from the fair valuation of AFS financial asscts, except for the foreign exchange
fluctuations on AFS debt securities and the related effective interest, are excluded, net of tax, from
reported earnings, and are reported in the statements of comprehensive income and in the equity section
of the statements of financial position. These changes in fair values are recognized in equity until the
investmenl is sold, collected, or otherwise disposed of or until the investment is determined to be
impaired, at which time the cumulative gain or loss previously reported in equity are included in profit
or loss.

Loans and Receivables. Loans and receivables are financial assets with fixed or determinable pavments
and fixed maturities and that arc not quoled in an active market. These are not entered into with the
intention of immediate or short-term resale and arc not classified or designated as AFS financial assets
or financial asset at FVPL. Loans and receivables are included in current assets if maturity is within
twelve months from reporting date. Otherwise, these are classificd as noncurrent assets.

Adfter initial measurement, loans and receivables are subsequently measured at amortized cost using the
effective interest method, less allowance for impairment, if any. Amortized cost is calculated by taking
into account any discount or premium on acquisition and any transaction cost which are direetly
attributable in the acquisition of the financial instrument. The amortization is included in profit or loss,
This category includes cash in banks and due from rclated partics.

Other Vinancial Liabilities. Financial liabilitics arc classificd in this category if these are not held for
trading or not designated as at FVPL upon the inception of the liability. These include liabilities arising
from operations or through borrowing,

After imitial recognition, other financial habilities are subsequently measured at amortized cost using the
effective interest method, Amortized cost is calculated by taking into account any related issuc costs,
discount or premium, Gains and losses are recognized in profit or loss when the liabilities are
derecognized, as well as when there is amortization process.

This category includes accrued expenses and other current liabilities (excluding statutory payables) and
note pavable.

Derecognition of Financial Assets and Liabilities

linancial Assets. A financial asset (or where applicable, a part of a financial assct or part of a group of
similar financial assets) is derecognized by the Company when:

e the right to reccive cash flows from the asset has expired; or

o the Company retains the right to reccive cash flows from the asset. but has assumcd an obligation to
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pay them in full without material delay to a third party under a “pass-through™ arrangement; or

e the Company has transferred its right to receive cash flows from the asset and cither (a) has
transferred substantially all the risks and rewards of the asscts, or (b) has neither transferred nor
retained substantially all the risk and rewards of the assets, but has transferred control over the assct.

When the Company has transferred its right to reccive cash flows from an asset or has entered into a
pass-through arrangement, and has ncither transferred nor retained substantially all the risks and rewards
of the asset nor transferred control of the asset, the asset is recognized to the extent of the Company’s
continuing involvement in the asset. Continuing involvement that takes the form of a guarantee over
the transferred asset, if’ any, is measured at the lower of original carrying value of the asset and the
maximum amount of consideration that the Company could be required to pay.

Financial Liabilities. A financial liability is derecognized when the obhgation under the lability is
discharged or cancelled or has expired. Where an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of an existing liability arc substantially
modified, such an exchange or modification is treated as a derecognition of the original liability and the
recogmtion of the new liability, and the difference in the respective carrying value 1s recognized m profit
or loss.

A modification is considered substantial if the present value of the cash flows under the now terms,
including net fees paid or received and discounted using the original effective interest rate, is different
b at least 10% from the discounted present value of remaining cash flows of the original liability.

The fair value of the modified financial liability iz determined based on its expected cash flows,
discounted using the intercst ratc at which the Company could raisc debt with similar terms and
conditions in the market. The difference between the carryving value of the original liability and fair
value of the new liability 1s recognized in the separate statements of comprehensive income,

On the other hand, if the difference does not meet the 10% threshold, the original debt is not
extinguished but mercly modificd. In such case, the carryving value 15 adjusted by the costs or fees paid
or received in the restructuring.

Offsetting of Financial Assets and Liabilities

Financial assets and liabilities are offset and the net amount reported in the statements of financial
position if, and only if, there 15 a currently enforceable legal right to offset the recognized amounts and
there is an intention to settle on a net basis or to rcalize the asset and settle the liability simultaneously,
This 1s not generally the case with master netting apreements where the related assets and Labilities are
presented gross in the statements of Ainancial position.

Impairment of Financial Assets

The Company assesses at cach reporting date whether there is objective evidence that a financial asset or
group of financial assets is impaired, A financial asset or group of financial assets is deemed impaired if,
and only if, there 1s objective evidence of impairment as a result of one or more events that occurred after
the initial recognition of the asset (an incurred “loss event”) and that loss event (or events) has an impact on
the estimated future cash flows of the financial asset or group of financial assets that can be reliably
cstimated. The carryving valuc of the mpaired account 15 reduced to the extent that it exceeds the assct’s net
realizable value. Impairment losses are recognized in full in profit or loss.  If in a subsequent period, the
amount of accumulated 1mpairment losses has decreased because of an event cccurrmg afier mmpairment
was recoghized, the decling is allowed to be reversed to profit or loss to the extent that the resulting carrying
value will not exceed the amortized cost determined had no impairment been recognized.

Assets Carried at Amortized Cost. For financial assets carried at amortized cost, the Company first

assesses whether objective evidence of impairment exists individually for financial asscts that are
individually significant, or collectively for financial asscts that arc not individually sigmficant. If it is
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determined that no objective evidence of impairment exists for an individually assessed financial asset,
whether significant or not, the asset is included in a group of financial assets with similar credit risk
characteristics and that group of financial assets is collectively assessed for impairment. Those
characteristics are relevant to the estimation of future cash flows for groups of such assets by being
indicative of the debtor’s ability to pay all amounts due according to the contractual terms of the assets
being evaluated, Asscts that arc individually assessed for impairment and for which an impairment loss
is or continues to be recognized are not included in a collective asscssment of impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the asset’s carrving value and the present value of the estimated
future cash flows discounted al the assets’ original effective interest rate. Time value is generally not
considered when the effect of discounting is not material. The carrving value of the assct shall be
reduced dircetly or through the use of an allowance account. The amount of loss shall be recognized in
profit or loss.

If, in a subsequent period, the amounl of the estmated impairment loss decrcascs because of an cvent
occurring after the impairment was recognized, the previously recognized impairment loss is reduced by
adjusting the allowance account. Any subsequent reversal of an impairment loss is recognized n the profit
or loss, to the extent that the carrying value of the asset does not cxceed its amortized cost at the reversal
date.

AFS Financial Assets. For equity investments classified as AFS financial assets, impairment would
include a significant and prolonged decline in the fair value of the investments below their cost. Where
there 1s evidence of impairment, the cumulative loss. measured as the difference between the acquisition
cost and the current fair valuc, less any impairment loss on that financial assetl previously recognized in
profit or loss, 1s removed from equity and recognized in profit or loss, lmpairment losses on equity
investments are not reversed through income. Increascs in fair valuc after impairment are recognized
directly in the other comprehensive income and presented in the statements of changes in equity,

Other Current Assets
Other current assets mclude mput value added tax (VAT), creditable withholding taxes (CWT) and
prepayments,

VAT, Revenues, expenses and assets are recognized net of the amount of VAT, except:

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

+ reccivables and payables that arc stated with the amount of tax included.

The net amount of tax recoverable from the taxation authority is included as part of “Other current

asscls’.

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

Prepayments. Prepavments represent expenses paid in advance and recorded as asscts before these are
utilized. Prepayments are apportioned over the period covered by the pavment and charged to profit or
loss when incurred. Prepayments that are expected to be realized for no more than twelve months after
the reporting date are classificd as other current assets. Otherwise, these arc classified as other
noncurrent assets.
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Investment in an Associate
Investment in an associale is recognized mitially at cost and subsequently accounted for using the cquity
method.

An associate is an entity in which the Company has significant influence but not control, over the
financial and operating policies of such entity, The Company’s share of 1ts associate’s post-acquisition
profits or losses is recognized in profit or loss, and its share of post-acquisition movements in reserves is
recognized in equity. The cumulative post-acquisition movements are adjusted against the carrying
value of the investment.

When the Company’s share of losses in an associate equals or exceeds its interest in the associate,
including any other unsceured receivables, the Company does not recognize further losses, unless it has
incurred obligations or made payments on behalf of the associate.  Unrealized gains on transactions
between the Company and its associate are eliminated to the extent of the Company’s interest in the
associate,  Unrealized losses are also climinated unless the transaction provides evidence of an
impairment of the asset transferred.

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

Property and Equipment

Property and cquipment arc stated al cost less accumulated depreciation and any impairment in value.
The initial cost of property and equipment comprises its purchase price, including import duties, non-
refundable purchase taxes after 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 self-
constructed assets includes the cost of materials and direct labor, any other costs dircetly attributable to
bringing the asscts (o a working condition for their intended use, the costs of dismantling and removing
the items and restoring the site on which they are located and capitalized borrowing costs. Purchased
software that is integral to the functionality of the related equipment is capitalized as part of the
ceuipment,

Expenditures 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 vear the costs are incurred. In
situations where it can be clearly demonstrated that the expenditures have resulted in an increase in the
future ceconomic benefits expected to 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 cquipment. The cost of replacing a component of an item of property and
equipment is recognized if it is probable that the future economic benefits embodied within the
component will flow to the Company. and its cost can be measured rehiably. The carrving valuc of the
replaced component is derccognized.

When parts of an item of property and equipment have different useful lives, theyv are accounted for as
separate items (major components) of property and equipment.

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

Asset Type Years
Condominium unit il 31
Office furmiture and fixtures 3-5
Service vehicle 3
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The estimated useful lives and method for depreciation are reviewed periodically to ensure that the
periods and method of depreciation are consistent with the expected pattern of cconomic benefits from
items of property and equipment,

Construction in progress (CIP) pertains to properties under construction and is stated at cost. Costs
include costs of construction, labor and other direct costs.  CIP is not depreciated until such time that
the relevant assets are completed and available for operational use.

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

Impairment of Nonfinancial Assets

Nonfinancial assets consisting of property and equipment and other nonfinancial assets are reviewed for
impairment whenever events or changes in circumstances indicate that the carrving value of an asset
may not be recoverable, 1IF any such indication exasts and where the carrving valuc of an assct cxcceds 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 less costs to sell and value inuse, In
assessing value in use, the estimated future cash flows arc discounted to their present value using a pre-
tax discount rate that reflects current market assessments of time value of money and the risks specific
to the asset.  For an asset that does not generate largely independent cash inflows, the recoverable
amount is determined for the cash-generating unit to which the asset belongs. Impairment losses are
recognized in the statements of comprehensive income.

An asscssment s made at cach reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. 1f such indication exists. the
recoverable amount 1s estimated. A previously recogmized impairment loss 1s reversed only if there has
been a change in the estimates uscd to determine the assct’s recoverable amount since the last
impairment loss was recognized. If that is the case, the carrying value of the asset is increased to its
recoverable amount, That increased amount cannot cxceed the carrving value that would have been
determined, net of depreciation, had no impairment loss been recognized for the asset in prior years,
Adter such a reversal, the depreciation charge is adjusted in future periods to allocate the asset’s revised
carrying value, less any residual valuec, on a systematic basis over remaining uscful life.,

Equity

Capital stock. Capital stock is measured at par value for all shares issued. Incremental costs directly
attributable to the 1ssuance of new shares are treated as deduction from cquity, net of tax,

Relerined earnings, Relamed carmnings represent the cumulative balance of net income or loss net of any
dividend declaration.

Chher Comprehensive Tncome (OCI), OCI comprises of items of income and cxpensc that arc not
recognized in profit or loss for the vear in accordance with PFRS. OCI of the Company pertains to share
i OCT of an associate.

Revenue Recognition
Revenue is recognized to the extent that it is probable that economic benefits will flow to the Company
and the amount of revenue can be measured reliably, Revenue is recognized as follows:

Interest Income.  Interest income 1s recognized in profit or loss as it accrues, taking into account the
effective vield on the asset.

Rent income. Rent income is recognized using the straight-ling method over the term of the lease,
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Costs and Expenses Recognition

Costs and expenses are recognized in profit or loss when there is a decrease in future cconomic benefit
related to a decrease in an assct or an increasc in a liability that can be measured reliably.

General and  administrative expenses. General and administrative cxpenscs constitute cost of
administering the business. These arc expensed as incurred.

Operating Leases

The determination of whether an arrangement is or contains a lease is based on the substance of the
arrangement at the inception date whether the fulfillment of the arrangement 1s dependent on the usc of a
specific asscl or asscts, and the arrangement conveys a right to use the asset. A reassessment s made
after inception of the lease only it onc of the following applics:

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

b. a renewal option 1s exercised or extension granted. unless the term of the rencwal or extension was
initially included in the lease term;

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

d.  there is a substantial change to the asset.

Where reassessment is made, lease accounting shall commence or cease from the date when the change
in circumstances gave rise to the reassessment for scenarios (a), (¢) or (d) and at the date of renewal or
extension period for scenario (b} above,

Operating Lease - Company as o Lessor, Leases where the Company retains substantially all the risks
and benefits of ownership of the asset are classified as operating leases. Initial direct costs incurred in
negotiating an operating lease arc added to the carryving value of the leased asset and recognized on a
straight-line basis over the lease term on the same basis as rental income. Contingent rents are
recognized as revenue in the period in which these are eamed.

Income Taxes

Current Tax, Current tax assets and liabilitics are measured at the amount expected to be recovered
from or paid to the taxation anthorities. The tax rate used to compute the amount 1s the one that has
been enacted or substantively enacted at the reporting date,

Deferred Tax. Deferred tax is provided on all temporary differences at the reporting date between the
tax bases of assets and liabilitics and their carrying amounts for financial reporting purposes.

Deferred tax liabilitics arc recogmized for all taxable temporary differences.  Deferred tax assets are
recognized for all deductible temporary differences, carry-forward benefits of any unused tax credits
from the excess of minimum corporate income tax (MCIT) over the regular corporate income tax
(RCIT) and any unused net operating loss carryover (NOLCQ), 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
recognized when it arises from the initial recognition of an asset or liability in a transaction that is not a
business combination and, at the time of the transaction, affects neither the accounting profit nor taxable
profit or loss.

The carrying value of deferred tax assets is reviewed at cach 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
deferred tax assel to be utilized.  Unrecognized deferred tax assets are reassesscd at cach reporting date
and are recognized to the extent that it has become probable that future taxable profit will allow the
deferred tax assct to be recovered.



Deferred tax assets and liabilities are measured at the tax rate that are expected to apply to the period
when the asset is realized or the lability is settled, based on tax rate that has been enacted or
substantively enacted at the reporting date.

Deferred tax is recognized in profit or loss cxcept to the extent that it relates to a busingss combination,
or items directly recognized in equity as other comprehensive income,

Deferred tax assets and liabilities are offset. if a legally enforccable right exists to offset current tax
assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the same
taxation authority.

Earnings (Loss) Per Share

Basic earnings (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 vear,
with retroactive adjustments for any stock dividends declared and stock split.

Diluted carnings (loss) per share is calculated by adjusting the weighted average number of common
sharcs outstanding to assume conversion of all potential dilutive common sharcs.

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

Operatin ment

An operating segment is a component of the Company that engages in business activities from which it
may carn revenues and incur cxpenses, moluding 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 Parties

Parties are considered to be related if one party has the ability, directly or indirectly. to control the other
party or cxercise significant influcnce over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to common control or common significant
influcnce.

A related party transaction is a transfer of resources, services or obligations between a reporting entity
and a related party, 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 13 probable that an outflow 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 recognized in the financial statements. They arc disclosed in the notes to

financial statements unless the possibility of an outflow of resources embodving economic benefits is
remote. Contingent assets are not recognized in the financial statements but are disclosed when an
inflow of cconomic bencfits is probable.

Events after the Reporting Period

Post yvear-end events that provide additional information about the Company s financial position at the
end of reporting period (adjusting events) are reflected in the tinancial statements. Post year-end events
that are non-adjusting are disclosed in the notes to financial statements when material,
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PFRS requires management to make judgments, estimates and assumptions that affeet 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 that the assumptions are reasonable and appropriate,
significant differences in the actual experience or significant changes in the assumptions may materially
affiect the estimated amounts. Actual resulis could differ from such estimates.

Judgments

In the process of applving the Company’s accounting policies, management has made the following
Judgments, apart from those mvolving estimates, which have the most significant effcet on the amounts
recognized in the financial statcments,

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

A property may comprise of portions held for capital appreciation and portions used in operation or
administrative purpose. If these portions cannot be sold separately, the property 1s accounted for as an
investment property only if an msignificant portion 1s held for use in operation or for administrative
purpose,

The Company classificd its condominium unit under property and equipment.

Accounting for Lease Commitments — Company as a Lessor, Management exercises judgment in
determining whether substantially all the sigmficant nisks and benefits of ownership of the assets held
for lease are retained by the Company, Leasc contracts where the Company retains substantially all the
risks and benefits incidental to ownership of the leased item are accounted for as operating leases.
Otherwise, these are considered as finance leases.

The Company, as a lessor, has entered into property leases where it has determined that it retains all the
significant risks and bencfits of ownership of those propertics.  As such, the lease agreements arc
accounted for as operating leases,

Rent income amounted to PO.8 million in 2015 (scc Notc 14).

Determining Significant Influence over MARC, When an entity holds 20% or more of the voting 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

entily from having significant mfluence.

The existence of significant influence by an entity is usually evidenced in one or more of the following
ways:

* representation on the board of directors or equivalent governing body of the investee;

s 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 managenal personnel: or
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« provision of essential technical information
The Company has determined that it exercises significant influence over MARC.

Assessing Modification on the Terms of the Nofe Pavable. The Company considers its notc payvable 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 value of remaiming cash flows of the original hability. Such modification
will result to derecognition of original liability and the recognition of a new liability,

On the other hand. if the difference does not meet the 10% threshold, the ongmal debt is not
extinguished but mercly modificd. 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 Segmenis.  The Company determines and presents operating scgments based on
the information that is internally provided to the BOD. As at September 30, 2018 and December 31,
2017, the Company has determined that it has no operating segment other than bemng a holding
company.

Estimates and Assumptions
The key cstimates concerning the future and other kev sources of estimation uncertainty at the reporting

date, that has a significant risk of causing a material adjustment to the carrving values of assets and
liabilities within the next financial vear, are described below.

listimating Allowance for Impairment of Due from Relaied Parties. The Company maintains allowance
for impairment at a level constdered adequate to provide for potential uncollectible due from related
parties. The level of this allowance is evaluated by management on the basis of factors that affect the
colleetibility of the accounts. These factors melude, but are not hmited to, the length of the Company’s
relationship with the debtor, the debtor’s pavment behaviour and known market factors. The Company
identifies and provides for specific accounts that are doubtful of collection and reviews the age and
status of the remaining reccivables and cstablishes a provision considering, among others, historical
collection and write-off experience,

No allowance for impairment of due from related partics was recognized in September 30, 2018 and
2017, Carryving valuc of receivables amounted to P56.3 million and P538.7 million as at September 30,
2018 and December 31, 2017, respectively (sce Note 12).

Assessing Impairment of Nowfinancial Assets, The Company assesses impairment on property and
equipment and investment in an associate whenever events or changes in circumstances indicate that the
carrying value of these assets 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 results;

* significant changes in the manner of use of the acquired assets or the strategy for overall business;
and

o significant negative industry or economic trends.
The Company recognizes an impairment loss whenever the carrving valuc of an asset cxcceds it
recoverable amount, The recoverable amount is computed using the wvalue-in-use approach,

Recoverable amounts are estimated for individual assets or, if it is not possible, for the cash-generating
unit to which the asset belongs. Determining such amount requires the estimation of cash flows
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expected to be generated from the continued use and ultimate disposition of such assets.

No impairment loss was recognized in September 30, 2018 and 2017,
The carrying value of the Company’s investment in an associate and property and equipment are as
follows:

September 30, 2018 December 31, 2017

Note {(Unaudited) (Audited)
Investment in an associatc ¥ P2,644,544,937 P2,640.244,182
Property and equipment 6 43,561,478 45,093,324

P2,688,106415  P2.685337.506

Extimating the Usefid Lives of Property and Equipment. The Company estimates the useful lives of
property and equipment based on the period over which the assets are expected to be available for use.
The Company annually reviews the cstimated useful lives of property and equipment based on factors
that include asset utilization, internal technical cvaluation, technological changes, environmental
changes and anticipated use of the assets,

There 1s no change in the estimated uscful life of the Company's property and equipment in
September 30, 2018, and 2017, Carrying value of property and equipment amounted to P43.6 million
and 45,1 million as at September 30, 2018 and December 31, 2017, respectively (see Note 6).

Assessing Realizability of Deferred Tax Assets. The Company reviews its deferred tax assets at cach
reporting date and reduces the carrving 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 and MCIT as at December 31, 2017 and 2016
because the management believes that there will be no sufficicnt taxable profits against which deferred
tax assets can be utilized.

The Company’s unrecognized deferred tax assets amounted to P7.8 million and P6.7 million as at
December 31, 2017 and 2016, respectively.

Cash

This account consists of*

September 30, 2018  December 31, 2017

(Unaudited) (Audited)

Cash on hand P4,435 P5.000
(C'ash in banks 359,731 BO5 (059
$394,166 P610,059

Cash in banks carn interest al prevailing bank deposit rates. Interest income earned amounted to
P&77 and P108,655 in 2018 and 2017, respectively,

Other Current Assets
This account consists of’

September 30, 2018  December 31, 2017

(Unaudited) {Audited)

Input VAT P7,890,547 P7,113,28]
CWT 600,685 600,685
Others 131,192 265,136
P8,622,424 P7,979.102
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6. Property and Equipment

Movements in this account are as follows:

September 30, 2018 (Unaudited)

Condomininm  (fice Furniture
LUnit and Fixtures  Service Vehicle Tuotal
Cost
Balance at beginning of period 47,788,569 P1.73561% P1.568.650 P51,002,838
Additions - — - —
Balance at end of period 47,788,569 1,735,619 1,568,650 51092838
Accumulated Depreciation
Balance at beginming of period 41934012 324,999 1,481,503 5,999,514
Depreciation 1,184,356 260,343 87,147 1,531,846
Balance at end of period 5,377,368 585,342 1,568,650 7,531,360
Net Carrying Value P42.411,201 1,150,277 - F43.501.478
December 31, 2017 {Audited)
Office
Condominium Furniture Service  Conslruction
Umit  and Fixtures Wehicle In Progress Total
Cost
Balance at beginning of yvear  $#34,975.635 P209.212 P1.568.650  PL0O260.737  P47.020,234
Additions o 1,526,407 — 2,546,197 4,072 604
Reclassification 12,812,934 2 —  {12.,812.934) -
Balance at end of vear 47.788.564 1,735,619 1,568,650 51,092 838
Accumulated Depreciation
Balance al begimming of year 2726595 23,257 958,619 - 3708471
Depreciation 1,466,417 301742 522 884 - 2,291,043
Balance al end of vear 4,193,012 324,999 1,481,503 - 3999514
Net Carrying Value P43,595.557 P1.410,6210 PR 147 P45 093,324

In 2017, the construction in progress was completed and reclassified to condominium unit.

Investment in an Associate

Movements in this account are as follows:

September 30, 2018 Dccember 31, 2017

{(Unaudited) {Audited)
Acquisition cost P2,604,000,000 P2.604,000,000
Accumulated share in equity of an associate:
Balance at beginning of period 36,244,182 16,299.972
Share in;
Net income 4,300,755 15,574,432
Other comprehensive income - 4,369,778
Balance at end of period 40,544,937 36244 182
Carryin g value P2.644,544,937 P2.640.244 182

The Company has 600,000,000 shares of MARC representing 20% equity intercst as at September 30,

2018 and December 31, 2017 (sce Note 1).
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Summarized financial information of MARC follows:

September 30, 2018  December 31, 2017

(Unaudited) (Audited)
Total assets P6,480,454,682 P5.316,113.361
Total liabilities 2,175,919,534 1,108,188,218
Revenune 078,640,743 2,040,859.226
Net income 21,610,007 47,281,213
Other comprehensive income - 13,265 870
8. Accrued Expenses and Other Current Liabilities
This account consists of:
September 30, 20018 December 31, 2017
(Unaudited) {Audited)
Accrued expenscs P207923 P227.303
Statutory payables 3,666 4 264
P211,589 P231.567
Accrued expenses primarily pertain to professional foes which are expected to be settled in the next
reporting year,
Statutory payables include withholding taxes that are remitted to the government within the next
reporting period.
9. Note Payable

Movements in this account are as follows:

September 30, 2018 December 31, 2017

(Unaudited) {Audited)
Balance at beginning of period P1,710,000,000 P£1.850.000,000
Payment during the period - (90,000,000)
Assignment of reccivables (sce Note 12) - (30,000,000)
Balance at end of period P1,710,000,000 £1,710,000,000

The noninterest-bearing note which was issued to PBB 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 then extended by both parties until December 31, 2017,

On August 4, 2016, PBB assigned the note to Trans Middle East Philippine Equities, Inc, (TMEE).

TMEE has sigmtfied its intention to convert the remaining balance of the note to Company’s shares of
stock.
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10. Equity

The following summarizes the information on the Company’s registration of securities under the

Securities Regulation Code:

On March 21, 1995, the SEC approved the listing of the Company’s 118,000,000 million shares at an
offer price of 1.0 per share, As at September 30, 2018 and December 31, 2017, 1,528 474 000 shares

are histed in the PSE.

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

September 30, 2018:

Numbcr of sharcs

1ssucd and Percentage of

subscribed sharcs
MNon-public sharcholdings:
a. Rclated partics 1,170,159 939 76.56%
b. Affiliates, directors and officers 95 088,000 6.22%
Public shareholdings 263,226,011 17.22%
Total 1,528 474,000 100.00%

The total number of sharcholders of the Company 1s 632 and 636 as at September 30, 2018 and

December 31, 2017, respectively.

The 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:
Quarter High Low
January to September 2018
First 208 1.55
Sceond 1.83 1.27
Third 2,22 1.46
January to December 2017
First P1.55 Pl1.15
Second 1.61 1.05
Third 124 1.24
Fourth 3.03 1,940
11, General and Administrative Expenses
This account consists of:
(Unaudited)

Mote  September 30, 2018  September 30, 2017
Depreciation 6 P1,531.846 P1,626,4948
Membership dues and other fees 1,051,736 1.0532.061
Professional focs 540,829 492 001
Outside services 480,758 L0833 478
Communication, light and water 193,788 114,140
Taxes and licenses 73,507 247 500
Director’s fees 10,000 90,000
Others 242,024 449 639

4,124,488 P5,155.325
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12.

Related Party Transactions
The Company has the following transactions with its Parent Company and other related partics:

Parent Company and Other Related Parties

Nature of Amount of Transictions Chutstanding Halances
September 30, 2% December 31, 2017
Trunsactions 2018 (Ui ited ) 20T Audited) (Unasudited) { Audited)
D from Reloted Partics
Farant {'ompany
By M Advances tor
working capital (P55, 0HI0) P42,931.456 Pl 408277 P40,553,277
Linder common control:
MMDC Advances for
working capital {2 MM EHHY) = ER RG] S0, 000
{Mhers Advances tor
working capital 7 AHpik 137 T1,00H) 4,006
Chficers Advances (370,000 - 6,750, 200 7160200
P56,299,477 PE8,717,477

Outstanding balance 1s noninterest-bearing, pavable on demand and scttlement occurs in cash.

In 2017, the Company assigned the receivable from the Parent Company to TMEE to offset with the
note payable amounting to P30.0 million.

Key Management Personnel
Compensation of key management personnel amounted to PO4 million m 2017 and 2016 and

P03 million in 20135,

. Earnings (Loss) Per Share

Basic and diluted loss per share is computed as follow:

September 30, 2018 Doecember 31, 2007

(Unaudited) {Audited)

MNet income P177,144 PR.842.283
Weighted average number of common sharcs

outstanding 1,528,474,000 1,528.474.000

Earnings per share - basic and diluted £0.0001 P0.006

There has been no transaction involving common shares or potential common shares that occurred
subsequent to the reporting dates.
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Lease Commitments and Contingencies

Lease Commitments
The Company as lessor, entered into cancellable leases. Rent income amounted to P0.8 million in 2015,

Legal Claims and Assignment of Litigation Cases
The Company is a co-defendant in a collection case for US$1.5 million filed in the Los Angeles

Superior Court by a foreign Mcrchant 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 Tripartitc
Merchants Agreements (TMA). Based on Company’s records. however, pavments duc to the foreign
merchant were wired to the latter’s designated agent. The Company did not breach any regulatory or
trade standards in complving with the TMA. The Company’s management and its counsel believe that
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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, the Sellers will indemnify the Company should the court adjudge
the Company liable.
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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 opportunitics to deliver the Company’s objectives arc achicved. 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 continuously improving risk strategies, processes and measures in accordance with the
Company’s cstablished business objectives,

Financial Risk Management Objectives and Policies

The Company’s principal financial instruments consist of cash in banks, due from related parties and
accrued expenses and other current liabilities (excluding statutory payables) and note pavable. The
primary purposc 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 each of these risks which are summarized below.

Credit Risk

Credit risk is the risk of loss that may arise on outstanding financial instruments should a counterparty
defanlts on its obligation. The Company’s exposure to credit risk ariscs primarily from cash in banks
and receivables,

Exposure to Credit Risk. The carrying value of cash in banks and receivables represent the Company”’s
miaximum exposure to credit risk in relation to financial assets.

Crediv (hality.  Credit nsk arising from the inability of a counterparty to meet the terms of the
Company’s financial instrument 1s generally limited to the amount of the counterparty’s obligations.

The aging analvses of financial asscts as at September 30, 201% and December 31, 2017 arc as follows:

September 30, 208 (Unaudited)
Neither Past Due Nor Impaired  Past Due But Past Due and

High Grade  Standard Grade  Not Impaired Impaired Tutal
Cash in banks B389.731 e s B- BIR2.731
Due from related parties 56,299,477 - - - 56,299,477
B56,689,208 2. f P B56,689,208

Mecember 31, 2017 (Audited)
Meilher Past Due Nor Impaited  Past Due Bul Nat Past Dhue and

High Grade  Standard Cirade Limpaired Impaired Tatal

Cush in banks Polha 15 B B P o3 059
Drue from related parties AR TITATT - — 58717477
59322 536 P P B 39,322 536

High grade financial assets are those financial assets from counterparties with good financial condition
and with relatively low defaults. Standard prade financial assets are those financial assets that are
collected on their due dates without an ¢ffort from the Company to follow them up.

Cash in banks are with reputable financial institutions duly approved by the BOD.
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Liguidity risk

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

The tables below summarize the maturity profile of the Company’s financial liabilities as at
September 30, 2018 and Dccember 31, 2017 based on contractual undiscounted cash flows.

September 30, 2018 (Unaudited)
Less than One One Monthto  More than

Month One Year  One Year Total

Accrued expenses and other
current liabilitics® P207,923 P B £207,923
Note payable - 1,710,000,000 - 1,710,000,000
P207,923  £1,710,000,000 P~ P1,710,207,923

*Excluding stotutory povables

December 31, 2017 (Audited)

Less than One  One Month to More than
Month One Year One Year Total
Accrued expenses and other
currcnl habilities* R227.303 B B B227303
Note pavable — 170,000,000 1. 710,000,000
P227.303 B1,710,000,000 P P1,710.227,303

Fliveluding stetutary fobilines

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

September 30, 2008 (Unandited) December 31, 2017 (Andited)

Carrving Value Fair Value Carrying Value Fair Value
Financial Assets
Cash in hanks #389.731 P389,731 B, 059 RO, 059
Receivables 56,299.477 56,299477 58,717477 58717477

256,689,208 B50,689,208 #39,323.536 B39,323,536

Financial Liabilities
Accrued expenses and other
current habihities* 207,923 P27 423 B227 303 8227303
Note pavable L7100 000 1,710,000,000 1710000000 1,7 10000 (00H)
£1,710.207,923 #1,710,207,923 F1.710.227.303 B1,710,227.303

¥ivchiding standory liabilites

Cash in Banks, Due from Related Parties and Accrwed Expenses and Other Current Liabilities
(excluding Statutory Payables). The carrying values of cash in banks, due from related parties and
accrued expenses and other current liabilities (excluding statutory pavables) approximate their fair
values due to the short-term nature of the transactions. The fair value measurement of current financial
assets and liabilities is classified as Level 3 (significant unobservable inputs).

Note Payable. The carrying value of pavable 1o TMEE approximates its fair value, because the effective

interest rate used for discounting the payable approximates the current market rate of interest for similar
transaclions.
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16. 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 to provide an adequate return to sharcholders, The Company manages its capital
structure and makes adjustments to it, in light of changes in economic conditions. To maintain or adjust
the capital structure, the Company may return capital to sharcholders or issue new shares.

There has been no change in the objectives, policics and processes in 2018 and 2017,



