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INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
Prime Orion Philippines, Inc. and Subsidiaries
20/F LKG Tower

6801 Ayala Avenue, Makati City

We have audited the accompanying consolidated financial statements of Prime Orion Philippines, Inc.
and its subsidiaries, which comprise the consolidated statements of financial position as at

June 30, 2015 and 2014, and the consolidated statements of income, statements of comprehensive
income, statements of changes in equity and statements of cash flows for the three years ended

June 30, 2015, 2014 and 2013 and a summary of significant accounting policies and other explanatory
information.

Management’s Responsibility for the Consolidated Financial Statements

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

Auditors’ Responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Prime Orion Philippines, Inc. and its subsidiaries as at June 30, 2015 and 2014,
and their financial performance and their cash flows for the three years then ended June 30, 2015,
2014 and 2013, in accordance with Philippine Financial Reporting Standards.
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Partner
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PRIME ORION PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Amounts in Thousands, Except Par Value and Number of Shares)

June 30

2015 2014
ASSETS
Current Assets
Cash and cash equivalents (Note 4) P151,763 P371,534
Receivables (Note 5) 496,116 603,141
Inventories (Note 6) 12,006 18,474
Real estate held for sale and development (Note 7) 430,103 429,507
Amounts owed by related parties (Note 18) 9 22
Available-for-sale (AFS) financial assets (Note 8) 1,507,408 1,643,898
Financial assets at fair value through profit or loss (FVPL) (Note 9) 27,992 =
Other current assets (Note 10) 244,729 232,115
Total Current Assets 2,870,126 3,298,691
Noncurrent Assets
Investments in an associate (Note 11) 2,571 2,564
Investment properties (Note 12) 1,329,022 737,488
Property, plant and equipment (Note 13) 46,328 672,083
Software costs (Note 14) 8,800 8,957
Other noncurrent assets (Note 15) 204,226 106,207
Total Noncurrent Assets 1,590,947 1,527,299
TOTAL ASSETS P4,461,073 £4,825,990
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable and accrued expenses (Note 16) P667,262 P673,755
Current portion of rental and other deposits (Note 17) 148,230 166,655
Total Current Liabilities 815,492 840,010
Noncurrent Liabilities
Rental and other deposits - net of current portion (Note 17) 85,331 48,088
Retirement benefits liability (Note 23) 96,975 99,185
Deferred rent income (Note 27) 792 735
Deferred income tax liabilities - net (Note 24) 234,565 241,561
Subscriptions payable (Note 19) 481,675 481,675
Total Noncurrent Liabilities 899,338 871,244
Total Liabilities P1,714,830 P1,711,654
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Equity Attributable to Equity Holders of the

Parent .

Capital stock - B1 par value
Authorized - 2,400,000,000 shares
Issued and subscribed - 2,367,149,383 shares (net of
subscriptions receivable of 297,237 and £300,792 as at
June 30, 2015 and 2014)
Additional paid-in capital
Treasury shares
Revaluation increment on property, plant and equipment (Note 13)
Unrealized valuation gains (losses) on AFS financial assets (Note 8)
Loss on remeasurement of retirement benefits liability (Note 23)

Deficit

Non-Controlling Interests

Total Equity

TOTAL LIABILITIES AND EQUITY

June 30
2015 2014
$2,069,912 B2,066,357
829,904 829,904
(21,916) -
244,622 252,233
2,066 83,801
(72,481) (66,736)
(378,204) (123,362)
2,673,903 3,042,197
72,340 72,139
2,746,243 3,114,336
P4,461,073 £4,825,990

See accompanying Notes to Consolidated Financial Statements.



PRIME ORION PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

(Amounts in Thousands, Except Earnings Per Share)

Years Ended June 30

2015 2014 2013
REVENUE
Rental and other charges (Note 12) P414,475 P402,520 P419,769
Insurance premiums and commissions — net 236,452 222,126 209,889
Interest income on AFS financial assets (Note 8) 11,753 7,803 21,979
Merchandise sales 8,611 22,070 255,390
Service fees 8,070 6,972 3,446
Gain on sale of AFS financial assets (Note 8) 8,846 159,189 147,303
Dividend income (Notes § and 9) 4,228 4,032 1,319
692,435 824,712 1,059,095
COSTS AND EXPENSES
Cost of goods sold and services (Note 20) 226,309 242,802 563,630
Operating expenses (Note 20) 357,414 386,673 405,950
Commission and other underwriting expenses 173,252 186,534 185,914
756,975 816,009 1,155,494
OTHER INCOME (CHARGES)
Impairment losses on AFS financial assets (Note 8) (241,187) (2,600) (291,501)
Gain on sale of property, plant and equipment (Note 13) 15,344 196 1,206
Reversal of impairment losses on receivables 8,009 = =
Interest expense and bank charges - net (Note 22) 1,825 (1,866) (1,845)
Reversal of inventory losses (Note 6) 1,241 4,360 -
Unrealized gain on financial assets at FVPL (Note 9) 280 - =
Rehabilitation expenses (Note 1) (609) (13,495) (10,660)
Equity in net income (loss) of associates (Note 11) 7 (24) 32
Recovery from insurance (Note 1) - 269,282 78,086
Loss on write off on investment properties (Note 12) - (288) -
Reversal of probable losses (Note 16) - - 243,346
Gain on re-measurement to AFS financial assets (Note 8) - - 594,107
Gain on condonation of debt (Note 1) - - 199,282
Casualty loss (Notes 12 and 13) = - (63,247)
Reversal of impairment losses on amounts owed by related
parties (Note 18) - = 62,462
Others - net 28,958 23,585 11,934
(186,132) 279,150 823,202
INCOME (LOSS) BEFORE INCOME TAX (250,672) 287,853 726,803
PROVISION FOR INCOME TAX - Net (Note 24) 11,564 81,950 5,590
NET INCOME (LOSS) (P262,236) P205,903 P721,213
ATTRIBUTABLE TO:
Equity holders of the Parent (B262,453) B210,618 PR728,630
Non-controlling interests 217 (4,715) (7,417)
(B262,236) P205,903 P721,213
EARNINGS (LOSS) PER SHARE (Note 25)
Basic and diluted, for income for the year attributable to
ordinary equity holders of the Parent @0.11) P0.09 P0.31

See accompanying Notes to Consolidated Financial Statements.



PRIME ORION PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Amounts in Thousands)

Years Ended June 30

2015 2014 2013
NET INCOME (LOSS) (#®262,236) P£205,903 P721,213
OTHER COMPREHENSIVE INCOME
Other comprehensive income to be reclassified to
profit or loss in subsequent periods:
Unrealized valuation gains on AFS financial
assets (Note 8) 251 245,666 62,571
Other comprehensive income (loss) not to be
reclassified to profit or loss in subsequent
periods:
Loss on remeasurement on retirement
benefits liability net of tax (Note 23) (5,745) (8,592) (23,619)
Effect of shortened corporate life of a
subsidiary (Note 1) - 5,026 -
Revaluation increment on property, plant and
equipment, net of tax (Note 13) - - (398)
TOTAL COMPREHENSIVE INCOME (LOSS) ®267,730) P£448,003 759,767
ATTRIBUTABLE TO:
Equity holders of the Parent (P275,665) 454,024 £760,937
Non-controlling interests 7,935 (6,021) (1,170)
(B267,730) P448,003 759,767

See accompanying Notes to Consolidated Financial Statements.
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PRIME ORION PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Years Ended June 30

2015 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Income (loss) before income tax (8250,672) P287,853 P726,803
Adjustments for:
Depreciation and amortization (Notes 12, 13,
14 and 27) 79,747 81,675 85,107
Provision (Recovery of) for impairment losses on:
AFS financial assets (Note 8) 241,187 2,600 291,501
Inventories (Note 6) - 1,588 70,952
Receivables (Note 5) (5,538) (553) 20,536
Other current assets (Note 10) 76 61 193
Amounts owed by related parties (Note 18) 15 - (62,462)
Retirement benefits expense (Note 23) 22,773 25,339 21,345
Interest income (16,599) (13,623) (28,055)
Gain on sale of:
Property, plant and equipment (Note 13) (15,345) (196) (1,206)
AFS financial assets (Note 8) (8,846) (159,189) (147,303)
Dividend income (Note 8) (4,228) (4,032) (1,319)
Reversal for inventory losses (Note 6) (1,241) (4,360) -
Interest expense and bank charges (Note 22) 523 1,569 812
Gain on valuation of fair value of FVPL (130) -
Equity in net loss (income) of associates (Note 11) ) 24 (32)
Recovery from insurance (Note 1) - (269,282) (78,086)
Loss on write-of investment property (Note 12) - 288 -
Unrealized foreign exchange losses (gains) - net - 4 65
Reversal of probable losses (Note 16) = - (243,346)
Gain on re-measurement to AFS financial assets
(Note 8) - - (594,107)
Gain on condonation of debt (Note 1) - - (199,282)
Casualty loss (Notes 12 and 13) — = 63,247
Operating income (loss) before working capital changes 41,715 (50,234) (74,637)
Decrease (increase) in:
Receivables 110,966 539,143 (305,431)
Inventories 7,709 14,744 92,970
Real estate held for sale and development (596) (149,328) (1,059)
Amounts owed by related parties 2) = =
Other current assets (12,690) (32,475) (8,198)
Increase (decrease) in:
Accounts payable and accrued expenses (6,510) (381,846) 364,346
Rental and other deposits 18,818 15,584 (7,162)
Net cash flows generated from (used in) operations 159,410 (44,412) 60,829
Interest received 18,196 14,466 28,055
Income tax paid (19,712) (11,589) (7,057)
Interest paid (523) (1,569) (812)
Net cash flows from (used in) operating activities £157,371 (P43,104) P81,015

(Forward)



Years Ended June 30
2015 2014 2013

CASH FLOWS FROM INVESTING ACTIVITIES
Contributions paid (#30,728) (R55,881) (B21,657)
Proceeds from sale of

AFS financial assets (Note 8) 94,593 222,945 293,437

Property, plant and equipment 15,345 230 2,084
Acquisitions of:

AFS financial assets (Note 8) (271,177) (383,204) (178,101)

Investment properties (Note 12) (34,197) (15,477) (58,486)

FVPL investments (27,712) = =

Property, plant and equipment (Note 13) (7,367) (10,660) (16,918)

Software cost (Note 14) (3,805) (4,183) (3,095)
Decrease (increase) in:

Other noncurrent assets (98,019) 8,363 1,190

Amounts owed by related parties - 3 (196)

HTM investments - 2,000 -

Deferred rent income 74 423 684
Dividends received (Note 8) 4,228 4,032 1,319
Net cash flows from (used in) investing activities (358,765) (231,409) 20,261
CASH FLOWS FROM FINANCING ACTIVITIES
Acquisition of treasury shares (21,916) - =
Collection of subscription receivables 3,555 - =
Decrease in minority interest (16) 2,843 =
Decrease in amounts owed to related parties (Note 18) . (2,673) N
Net cash flows from (used in) financing activities (18,377) 170 =
NET INCREASE (DECREASE) IN CASH AND CASH

EQUIVALENTS (219,771) (274,343) 101,276
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR 371,534 645,877 544,601
CASH AND CASH EQUIVALENTS

AT END OF YEAR (Note 4) 151,763 P371,534 P645,877

See accompanying Notes to Consolidated Financial Statements.



PRIME ORION PHILIPPINES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information and Status of Operations

Corporate Information

Prime Orion Philippines, Inc. (POPI; the Parent Company) was incorporated and registered with
the Philippine Securities and Exchange Commission (SEC) on May 19, 1989. The Parent
Company’s primary purpose then was to acquire by purchase, exchange, assign, donate or
otherwise, and to hold, own and use, for investment or otherwise and to sell, assign, transfer,
exchange, lease, develop, mortgage, pledge, traffic, deal in and with, and otherwise operate, enjoy
and dispose of any and all properties of every kind and description and wherever situated, as and to
the extent permitted by law, including but not limited to, buildings, tenements, warehouses,
factories, edifices and structures and other improvements, and bonds, debentures, promissory notes,
shares of capital stock, or other securities and obligations, created, negotiated or issued by any
corporation, association, or other entity, domestic or foreign. The Parent Company’s registered
office address is 20/F LKG Tower, 6801 Ayala Ave., Makati City.

Prime Orion Philippines, Inc. and its subsidiaries, collectively referred to as “the Group”, have
principal business interests in holding companies, real estate and property development, financial
services and manufacturing and distribution (see Note 26).

Status of Operations

On December 23, 2011, Lepanto Ceramics, Inc. (LCI; a subsidiary) filed a Petition for
Rehabilitation (PR) with the Regional Trial Court of Calamba (RTC-Calamba) under Republic Act
(RA) No. 10142, otherwise known as the Financial Rehabilitation and Insolvency Act of 2010, to
arrest LCI’s continuing financial losses for the past several years and to enable it to eventually meet
its financial obligations to its creditors. On January 13, 2012, RTC-Calamba, Branch 34 (the
Court) issued a Commencement Order which stayed enforcement of all claims against LCI
accruing prior to January 13, 2012. On March 26, 2012, the Court issued an Order, giving due
course to the PR, appointing a Rehabilitation Receiver (RR) and directing him to submit an
amended Rehabilitation Plan (RP) based on comments submitted by creditors.

However, the Revised and Restated RP, the Second Amended and Restated RP, and the Third
Amended and Restated RP, all of which were crafted by the RR, were respectively voted upon and
rejected by the creditors. On November 28, 2012, the RR submitted to the Court the Third
Amended and Restated RP with the Recommendation to Confirm the Third Amended and Restated
RP Pursuant to Section 63, of RA No. 10142.

On December 20, 2012, the Court issued an Order approving the Third Amended and Restated RP
(“Approved RP”) and ordering LCI to submit a Status Report on the implementation thereof every
90 days. On January 11, 2013, the RR issued a Notice to Creditors that the pay-out of claims
would commence on January 21, 2013.

The following are the conditions provided in the Third Amended and Restated RP approved by the
Court:

a. Class 1 (Workers) shall be paid the full amount of their allowed claims within one (1) year
from approval of the Third Amended and Restated RP;

b. Class 2 (Local Government of Calamba) shall be paid the full amount of its allowed claim
within one (1) year from approval of the Third Amended and Restated RP;

AT A
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c¢. Class 3 (Trade) Creditors will condone 85% of their allowed claims;

d. Class 4 (Non-Trade Unsecured) Creditors will advance to LCI such amount necessary to pay
15% of the allowed claim of each Class 3 (Trade) Creditor;

e. The post commencement advances of Class 4 (Non-Trade Unsecured) Creditors will be
converted to voting common shares;

f.  The pre-commencement allowed claims of Class 4 (Non-Trade Unsecured) Creditors will be
condoned;

g. Class 5 (Secured) Creditors will condone its claims in excess of the market value of the
Company’s assets which serve as a security for LCI’s liability to the Secured Creditor. All
servicing of the remaining claims of Class 5 (Secured) Creditor will be made after the
Class 3 (Trade) Creditors are settled; and

h. The common shares held by the Class 5 (Secured Creditor) in LCI will be converted to
preferred shares.

As a result of the approval by the Court of the Third Amended and Restated RP, LCI recognized a
gain on condonation of debt from trade creditors and related parties amounting to nil and
£1,499.78 million in 2015 and 2014, respectively (see Note 16). In 2013, the Group also recognize
a gain on condonation of debt from trade creditors amounting to £199.3 million.

On August 12, 2013, LCI filed a Motion to Amend Rehabilitation Plan seeking the following
amendments to the Third Amended and Restated RP:

a. Inclusion of the Deposit for Future Subscription of Orion I Holdings Philippines, Inc. (OIHPI)
in the amount of £373.62 million among the claims to be condoned; and

b. Condonation of the claims of OIHPI to the extent of 60% of the market value of LCI’s assets
securing the Mortgage Trust Indenture (MTI) and Collateral Trust Indenture, or in the amount
of 677.50 million and an adjustment on the excess market value of the collateral amounting to
$451.66 million to attain solvency.

c. Both RR and the affected creditor, OIHPI, filed their comment to the Motion to Amend,
signifying their assent thereto. On March 3, 2014, the Court issued an Order granting the
Motion to Amend.

On May 29, 2014, LCI filed a Motion for Termination of Rehabilitation Proceedings, stating that
LCI has substantially accomplished the tasks and conditions provided in the Third Amended and
Restated RP, as follows:

a. Payment to claimants - LCI has already paid 50% of its obligation to Class 1 creditors
amounting to 0.72 million. Class 2 creditor has already been paid in full. Meanwhile, Class 3
creditors have been paid £34.23 million or 86% of their claim. The unclaimed payments were
deposited to Metropolitan Bank and Trust Company (MBTC) as “Unclaimed Claims Reserve
Fund” (the Fund). A creditor or worker may obtain payment from the account upon
presentation of sufficient proof of authority or identity within two (2) years from the opening of
the account.
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b. Conversion of shares - LCI’s Board of Directors (BOD) authorized the conversion of shares of
stocks in accordance with the conditions in the Third Amended Plan. On April 30, 2013, the
SEC approved the amendment of its Articles of Incorporation to reflect the said conversion.

¢. Condonation of debt - In a special meeting held on March 27, 2014, the BOD of OIHPI
approved a resolution condoning the entire unsecured claim and a portion of its secured claim
equivalent to 60% of the market value of LCI’s collateral assets. Included in the debts
condoned are loans listed in the books of LCI as Deposit for Future Subscription under
“amounts owed to related parties” amounting to 373.62 million.

The rehabilitation expenses incurred by LCI amounted to 0.61 million and 13.49 million in 2015
and 2014, respectively.

As at June 30, 2015 and 2014, LCI has settled a portion of its liability to its creditors under the
approved rehabilitation plan amounting to £0.14 million and £1.52 million, respectively.

With the total lifting of the import safeguards for ceramic tiles beginning 2010, LCI suspended its
manufacturing operations in 2012 and started renting out its warehouses in July 2014. The
amended articles of incorporation of LCI states that LCI may purchase, acquire, own, lease, sell
and convey real properties such as lands, buildings, factories and warehouses and machineries,
equipment and other personal properties as may be necessary or incidental to the conduct of the
corporate business, and to pay in cash, shares of its capital stock, debentures and other evidences of
indebtedness, or other securities, as may be deemed expedient, for any business or property
acquired by the corporation as one of its secondary purposes.

On September 4, 2012, certain property and equipment and investment properties of

Tutuban Properties, Inc. (TPI; a subsidiary) were damaged by fire. Fixed assets which were
completely destroyed were written off, while those partially damaged assets were provided with an
allowance for impairment. These property losses, with a net book value of £63.25 million are
recorded as “Casualty loss™ in the 2013 consolidated statement of income.

FLT Prime Insurance Corporation (FPIC), the insurance policy provider and a related party,
recognized the incident as a fire loss event. The insurance policy was substantially ceded by FPIC
to third party reinsurers. In line with this, TPI recognized recovery from insurance amounting to nil
and $£269.28 million in the consolidated statement of income in 2015 and 2014, respectively.

TPI received insurance proceeds from FPIC amounting to £134.43 million and
P174.71 million in 2015 and 2014, respectively

In January 2015, TPI opened Orion Café adjacent to Orion Hotel, which is also located at the third
level of the Tutuban Primeblock Building. The café offers a comfortable area where guests can
relax and enjoy gourmet coffee, refreshing drinks and delicious meals and snacks.

On April 1, 2015, TPI signed a Memorandum of Understanding with the Department of
Transportation and Communication (DOTC) and Philippine National Railways (PNR) in
connection with the finalization and implementation of plans to North-South Railway Project
(NSRP) of DOTC. The NSRP involves construction of the North Line (Bulacan to Tutuban) and
South Line (Tutuban to Albay) with the transfer station located at Tutuban Center.

The consolidated financial statements of the Group as at June 30, 2015 and 2014 and for years

ended June 30, 2015, 2014 and 2013 were approved and authorized for issuance by the BOD on
October 9, 2015.
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2. Basis of Preparation, Statement of Compliance, Basis of Consolidation and Summary of
Significant Accounting and Financial Reporting Policies

Basis of Preparation

The consolidated financial statements have been prepared on a historical cost basis, except for
available-for-sale (AFS) financial assets, land, land improvements, building and building
improvements (included under “Property, plant and equipment™) and financial assets at fair value
through profit or loss (FVPL) that are carried at fair values. The consolidated financial statements
are presented in Philippine peso, which is the Group’s functional and presentation currency under
Philippines Financial Reporting Standards (PFRS). All values are rounded off to the nearest
thousand (P1,000) except when otherwise indicated.

Statement of Compliance
The consolidated financial statements of the Group have been prepared in compliance with PFRS.

Basis of Consolidation
The consolidated financial statements include the accounts of the Parent Company and its
subsidiaries as at June 30, 2015 and 2014:

Effective Percentage
Subsidiaries Nature of Business of Ownership
2015 2014

Real Estate, Property Development
and Others:
Orion Land, Inc. (OLI) and Subsidiaries:

OLI Real Estate and Investment
Holding Company 100.00% 100.00%
TPI and Subsidiaries:
TPI Real Estate, Mall Operations  100.00% 100.00%
TPI Holdings Corporation
(TPIHC) Investment Holding Company 100.00% 100.00%

Orion Property Development, Inc.
(OPDI) and Subsidiaries:

OPDI Real Estate Development 100.00% 100.00%
Orion Beverage, Inc. (OBI) * Manufacturing 100.00% 100.00%
Luck Hock Venture Holdings, Inc. Other Business Activities 60.00%  60.00%

Manufacturing and Distribution:
OIHPI and Subsidiaries:

OIHPI Financial Holding Company  100.00% 100.00%
LCI Manufacture of Ceramic Floor
and Wall Tiles 100.00% 100.00%
(Forward)



Effective Percentage
Subsidiaries Nature of Business of Ownership

Financial Services and Others:
OE Holdings, Inc. (OEHI) and

Subsidiaries:
OEHI Wholesale and Trading 100.00% 100.00%
Orion Maxis Inc. (OMI) Marketing and Administrative
Services 100.00% 100.00%
ZHI Holdings, Inc. (ZHI) Financial Holding Company  100.00% 100.00%
FPIC Non-Life Insurance Company 100.00% 100.00%
Orion Solutions, Inc. (OSI) Management Information
Technology Consultancy
Services 100.00% 100.00%
* Inactive

All of the companies are incorporated and based in the Philippines.

Subsidiaries are consolidated from the date on which control is transferred to the Group and cease
to be consolidated from the date on which control is transferred out of the Group.

The financial statements of the subsidiaries are prepared for the same accounting period as the
Parent Company using uniform accounting policies. All significant intercompany transactions and
balances between and among the Group, including intercompany profits and unrealized profits,
have been eliminated in the consolidation.

Non-controlling interests represent the portion of profit or loss and net assets in the subsidiaries
not held by the Group and are presented separately in the consolidated statement of income,
consolidated statement of comprehensive income and within equity in the consolidated statement
of financial position, separately from the equity holders of the parent.

Changes in Accounting Policies
The accounting policies adopted are consistent with those of the previous financial year except for

the following new and amended PFRS, Philippine Accounting Standards (PAS), Philippine
Interpretations based on International Financial Reporting Interpretations Committee (IFRIC) and
improvements to PFRS which were adopted as at July 1, 2014.

o PAS 32, Financial Instruments: Presentation - Offsetting Financial Assets and Financial
Liabilities (Amendments)
These amendments clarify the meaning of “currently has a legally enforceable right to set-off”
and the criteria for non-simultaneous settlement mechanisms of clearing houses to qualify for
offsetting and are applied retrospectively. The Group is presenting its financial assets and
financial liabilities at gross amounts in the consolidated statement of financial position.

e PAS 36, Impairment of Assets - Recoverable Amount Disclosures for Nonfinancial Assets
(Amendments)
These amendments remove the unintended consequences of PFRS 13, Fair Value
Measurement on the disclosures required under PAS 36. In addition, these amendments
require disclosure of the recoverable amounts for the assets or cash-generating units (CGUs)
for which impairment loss has been recognized or reversed during the period. The application
of amendments has no effect on the Group’s financial position or performance.
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e PAS 39, Financial Instruments: Recognition and Measurement - Novation of Derivatives and
Continuation of Hedge Accounting (Amendments)
These amendments provide relief from discontinuing hedge accounting when novation of a
derivative designated as a hedging instrument meets certain criteria and retrospective
application is required. The Group expects that this amendment will have no effect in
consolidated financial statements, as the Group has no derivatives during the current or prior
period.

e Investment Entities (Amendments to PFRS 10, Consolidated Financial Statements,
PFRS 12, Disclosure of Interests in Other Entities, and PAS 27, Separate Financial
Statements)
These amendments provide an exception to the consolidation requirement for entities that
meet the definition of an investment entity under PFRS 10. The exception to consolidation
requires investment entities to account for subsidiaries at FVPL. It is not expected that this
amendment would be relevant to the Group since the Group would not qualify to be an
investment entity under PFRS 10.

e  Philippine Interpretation IFRIC 21, Levies (IFRIC 21)
IFRIC 21 clarifies that an entity recognizes a liability for a levy when the activity that triggers
payment, as identified by the relevant legislation, occurs. For a levy that is triggered upon
reaching a minimum threshold, the interpretation clarifies that no liability should be
anticipated before the specified minimum threshold is reached. Retrospective application is
required for IFRIC 21. The Group does not expect that IFRIC 21 will have material financial
effect in future consolidated financial statements.

Annual Improvements to PFRSs (2010-2012 cycle)

In the 2010-2012 annual improvements cycle, seven (7) amendments to six (6) standards were
issued, which included an amendment to PFRS 13, Fair Value Measurement. The amendment to
PFRS 13 is effective immediately and it clarifies that short-term receivables and payables with no
stated interest rates can be measured at invoice amounts when the effect of discounting is
immaterial. This amendment has no effect on the Group’s consolidated financial statements.

Annual Improvements to PFRSs (2011-2013 cycle)

In the 2011-2013 annual improvements cycle, four (4) amendments to four (4) standards were
issued, which included an amendment to PFRS 1, First-time Adoption of Philippine Financial
Reporting Standards-First-time Adoption of PFRS. The amendment to PFRS 1 is effective
immediately. It clarifies that an entity may choose to apply either a current standard or a new
standard that is not yet mandatory, but permits early application, provided either standard is
applied consistently throughout the periods presented in the entity’s first PFRS financial
statements. This amendment has no effect on the Group as it is not a first-time PFRS adopter.

Standards and Interpretations Issued but not yet Effective

The Group will adopt the following standards and interpretations enumerated below when these
become effective. Except as otherwise indicated, the Group does not expect the adoption of these
new and amended standards and interpretations to have a significant effect on its consolidated
financial statements.




Effective Date to be Determined:

[ ]

PFRS 9, Financial Instruments - Classification and Measurement (2010 version)

PFRS 9 (2010 version) reflects the first phase on the replacement of PAS 39 and applies to the
classification and measurement of financial assets and liabilities as defined in PAS 39.

PFRS 9 requires all financial assets to be measured at fair value at initial recognition. A debt
financial asset may, if the fair value option (FVO) is not invoked, be subsequently measured at
amortized cost if it is held within a business model that has the objective to hold the assets to
collect the contractual cash flows and its contractual terms give rise, on specified dates, to
cash flows that are solely payments of principal and interest on the principal outstanding. All
other debt instruments are subsequently measured at FVPL. All equity financial assets are
measured at fair value either through other comprehensive income (OCI) or profit or loss.
Equity financial assets held for trading must be measured at FVPL. For FVO liabilities, the
amount of change in the fair value of a liability that is attributable to changes in credit risk
must be presented in OCI. The remainder of the change in fair value is presented in profit or
loss, unless presentation of the fair value change relating to the entity’s own credit risk in OCI
would create or enlarge an accounting mismatch in profit or loss. All other PAS 39
classification and measurement requirements for financial liabilities have been carried forward
to PFRS 9, including the embedded derivative bifurcation rules and the criteria for using the
FVO. The adoption of the first phase of PFRS 9 will have an effect on the classification and
measurement of the Group’s financial assets, but will potentially have no effect on the
classification and measurement of financial liabilities.

PFRS 9 (2010 version) is effective for annual periods beginning on or after January 1, 2015.
This mandatory adoption date was moved to January 1, 2018 when the final version of
PFRS 9 was adopted by the Financial Reporting Standards Council (FRSC). Such adoption,
however, is still for approval by the Board of Accountancy (BOA).

Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate

This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The SEC and the
FRSC have deferred the effectivity of this interpretation until the final revenue standard is
issued by the International Accounting Standards Boards (IASB) and an evaluation of the
requirements of the final revenue standard against the practices of the Philippine real estate
industry is completed. Adoption of the interpretation when it becomes effective will not have
any effect on the Group’s consolidated financial statements.

The following new standards and amendments issued by the IASB were already adopted by the
FRSC but are still for approval of the BOA.

Effective January 1, 2015:

PAS 19, Employee Benefits - Defined Benefit Plans: Employee Contributions (Amendments)
PAS 19 requires an entity to consider contributions from employees or third parties when
accounting for defined benefit plans. Where the contributions are linked to service, they
should be attributed to periods of service as a negative benefit. These amendments clarify
that, if the amount of the contributions is independent of the number of years of service, an
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entity is permitted to recognize such contributions as a reduction in the service cost in the
period in which the service is rendered, instead of allocating the contributions to the periods of
service. This amendment is effective for annual periods beginning on or after

January 1, 2015. It is not expected that this amendment would be relevant to the Group, since
they have no defined benefit contribution plan with contributions from employees and third
parties.

Annual Improvements to PFRSs (2010-2012 cycle)

The Annual Improvements to PFRSs (2010-2012 cycle) are effective for annual periods beginning
on or after January 1, 2015 and are not expected to have a material effect to the Group. They
include:

e PFRS 2, Share-based Payment - Definition of Vesting Condition
This improvement is applied prospectively and clarifies various issues relating to the
definitions of performance and service conditions which are vesting conditions, including:

e A performance condition must contain a service condition.

e A performance target must be met while the counterparty is rendering service.

e A performance target may relate to the operations or activities of an entity, or to those of
another entity in the same group.
A performance condition may be a market or non-market condition.

o If the counterparty, regardless of the reason, ceases to provide service during the vesting
period, the service condition is not satisfied.

The amendment does not apply to the Group as it has no share-based payment.

e PFRS 3, Business Combinations - Accounting for Contingent Consideration in a Business
Combination
The amendment is applied prospectively for business combinations for which the acquisition
date is on or after July 1, 2014. It clarifies that a contingent consideration that is not classified
as equity is subsequently measured at FVPL whether or not it falls within the scope of PAS 39
(or PFRS 9, Financial Instruments, if early adopted). The Group shall consider this
amendment for future business combinations.

e PFRS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of the
Total of the Reportable Segments’ Assets to the Entity’s Assets
The amendments are applied retrospectively and clarify that:

e  An entity must disclose the judgments made by management in applying the aggregation
criteria in the standard, including a brief description of operating segments that have been
aggregated and the economic characteristics (e.g., sales and gross margins) used to assess
whether the segments are ‘similar’.

e The reconciliation of segment assets to total assets is only required to be disclosed if the
reconciliation is reported to the chief operating decision maker, similar to the required
disclosure for segment liabilities.
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