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The cover of the 2019
annual report of Philippine
Realty and Holdings

. Corporation (RLT or the

Company) highlights the
Company’s commitment
in shaping the country’s
real estate industry. This
year's annual report
adopts a warm, classic

aesthetic, sporting shades of cream and forest
green reminiscent of the intimate and peaceful
community that is One Balete—the Company’s
foremost development to date.

This is in line with the continued celebration of
the distinctive SkyVillas project that signaled
the homecoming of the Company in 2014. The
SkyVillas tower is a remarkably luxurious vertical
residence that promises spacious living in every
home, meticulously crafted and planned by
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premier designers. The cover displays a tasteful
interior design of a three-bedroom SkyVillas
unit as well as the grand, welcoming lobby
of the residents, showcasing the Company’s
philosophy of providing only the most suitable
for its distinguished clientele.

While One Balete is RLT’s master-planned
vision for the future, the Company also took
this opportunity to look back on its legacy and
performance as one of the premier real estate
companies in the country.

The success of SkyVillas strengthens RLT’s
portfolio and displays the direction of the
Company as it takes into account the future
of real estate in the country. As RLT keeps up
with its competitors to bring top-notch luxury
spaces, it also strives to address its market’s
ever-demanding preferences for sustainable
communities and thriving spaces.

Management Committee
Residential Renaissance
Stability in an Evolving

Landscape

Financial Statements



Missi

We are committed to providing individuals, families
and businesses premium and high-end residential
condominiums, offices, commercial spaces, master-planned
townships and leisure developments in the Philippines using

best-of-class, grade-A materials, top-of-the-line fixtures,
latest and state-of-the-art equipment and facilities.

We aim at all times to give a continuing, equitable and fair
return to our shareholders and excellent customer value,
at the same time give just and equitable compensation to
our officers and employees.

We do not believe in gains made by taking unfair advantage
of others nor do we sacrifice long-term objectives for
short-term profits. We value enduring relationships with
our stakeholders.

We create spacious living in intimate communities,
combining aesthetics with functionality while preserving
the environment. We affirm our duties as a good corporate
citizen. We commit to assist underprivileged sectors of
society in improving the quality of their lives.

\/ @ @
A premium property development and holdings company in
the Philippines delivering superior shareholder value.
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Message to the

Stockholders

Dear Stockholders,

For the year 2019, your company, Philippine
Realty and Holdings Corporation (RLT or
the Company), continued to build on the
achievements of previous years in keeping with
its medium-term plan. Although our revenues
increased by a modest 4% from last year’s level
to P1.885 billion, our net income significantly
improved by 24% versus that of 2018 to P485
million. This contributed to a return on average
equity (ROAE) of 13%, an improvement from
the prior year’s 12% ROAE.

We are pleased to present the Company’s
achievements and progress in 2019, as well as
the exciting prospects for the years ahead.

Gerardo Domenico
Antonio V. Lanuza

CHAIRMAN

PHILIPPINE REALTY AND HOLDINGS CORPORATION

Alfredo S. Del Rosario, Jr.
PRESIDENT & CEO




Financial Performance

l. Review of Consolidated Net Income after
Tax for the Period Ending 31 December 2019
vs. 31 December 2018

The Company posted a consolidated net income of
P485 million, an increase of 24% compared to the
£390.9 million net income after tax reported in the
same period last year.

“24%
485 MILLION

Consolidated net income

This is explained by the following:

Sales of Real Estate

Sales of real estate for this year that amounted to #1.074
billionincreased #65.4 million or by 6% for the 12 months
ended 31 December 2019 compared to the sales of real
estate for the same period last year.

PP1.074 BILLION

increase for the 12 months ended 31 December 2019

2019 WA 1.07B
2015 | 1015

Sales of real estate

Rent
Rental income decreased 51 million or by 50%

Interest

Along with sales of real estate, interest increased
£11.13 million or by 312% for the 12 months ended 31
December 2019.

Other income

Other income for the 12 months ended 31 December
2019 increased £34.90 million or by 5% compared to
the 12 months ended 31 December 2018.

Cost of services and real estate sold

In spite of the increase in sales of real estate, the cost of
real estate sold and services for the 12 months ended
31 December 2019 decreased #8.5 million compared
to the same period the year before.

General and administrative expenses

General and administrative expenses increased #5.8
million or by just 1%.

Il. Review of Consolidated Statement of
Financial Position for the Period Ending in
31 December 2019 vs. 31 December 2018

Total Assets

RLT’s total assets as of 31 December 2019 exceeded £6
billion, increasing #1.169 billion or by 23% compared to
the £5 billion level of total assets as of 31 December 2018.

7, 6.198B
5.02B

RLT’s total assets as of 31 December 2019

2019
2018

The Company’s current assets decreased by 24% while
noncurrent assets increased £1.856 billion or by 85% from
just above 2 billion in 2018.

" 24%

Decrease in Company’s
current assets

*85%

Increase in Company’s
noncurrent assets

Real estate inventories decreased #272 million or by 19%
as of 31 December 2019, a steady decrease in numbers
since 2017. This decrease is compensated by the 353
millionincreaseintrade and other receivables, anincrease

by 28% as of 31 December 2019.
"19% “28%

272 MILLION £353 MILLION
Decrease in real estate Increase in trade and
inventories other receivables

For noncurrent assets, investment properties increased
£530 million or by 31%, exceeding #2 billion as of 31
December 2019.

ANNUAL REPORT 2019



Total Liabilities

Total liabilities increased #705 million or by 45% as of 31
December 2019. This is in comparison to the £1.5 billion
total liabilities recorded as of 31 December 2018.

P2.3 BILLION

Total liabilities as of 31 December 2019

P1.6 BILLION

Total liabilities as of 31 December 2018

Total Equity

Total equity as of 31 December 2019 stood at almost #4
billion, an increase by 13% or #464 million compared to
the £3.5 billion worth of total equity recorded as of 31
December 2018.

“13%

2019 W/ 3.9B
2015 | : &

Increase of total equity as of 31 December 2019

Capital stock retained roughly the same amount of #2
billion, increasing #27,000 or only by a slight percentage
as of 31 December 2019. Retained earnings increased
£496 million or by 80% during the same period.

I1l. Key Performance Indicators

The table below presents the comparative performance
indicators of the Company and its subsidiaries.

Performance 31 December | 31 December

Indicators 2019 2018
Current ratio 291 4.15
Debt-to-equity 0.57 0.45
Asset-to-equity 1.57 1.45
Returnon 13.1% 11.9%
Average Equity
Returnon - ®
Average Assets 8.7% 8.2%
Book per value £0.84 £0.74
per share
Earnings per share £0.10 £0.08

Current ratio

As more real estate buyers in 2019 availed of more
liberal payment terms to complete the down payment,
the Company’s current ratio decreased by 93% in 2019,
the ratio now standing at 2.91 from 4.15.

PHILIPPINE REALTY AND HOLDINGS CORPORATION

Debt-to-equity ratio

The debt-to-equity ratio increased slightly from the
Company’s steady record in 2017 and 2018, hopping
from 0.45 to 0.57 in 2019 and maintaining an ideal level.

Asset-to-equity ratio

Along with the debt-to-equity ratio, the asset-to-equity
ratio of the Company as of 31 December 2019 also
increased slightly. From its unchanged record of 1.45 in
2017 and 2018, the asset-to-equity ratio is now at 1.57.

Book value per share

The Company’'s book value per share has been
consistently improving. The book value per share as of
31 December 2019 is at #0.84, an equivalent to 14%
improvement from £0.74 as of 31 December 2018.

P0.84

2019

P0.74

2018

Book value per share in 2019

Earnings per share

Following the Company’s continuous progress in
earnings performance, earnings per share increased by
13% from £0.08 per share to £0.09 per share as of 31
December 2019.

£0.08 » £0.09

Earnings per share in 2019

IV. On the Years Ahead

As a new decade begins, the Company looks toward the
years ahead with optimism as property and business
developments continue to thrive.

Pricesinthe countrywill continuetoremain competitive
and affordable compared to our Asian neighbors.
With a growing market also comes a need to address
the market’s changing preferences, most notably in
sustainability and more open spaces.

The addition of new projects solidifies the Company’s
direction toward sustainability, improved living spaces
and peak exclusivity in potential residential hotspots.
With decades’ worth of legacy under its belt, the
Company stays true to its core of luxury living with the
upcoming projects in Balete representing its vision for
the future of real estate in the country.
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Highlights

Total Revenue

2017 2018 2019

Total Assets

® 2019

. 6.19B
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Income (Loss) Before Tax

569.80M
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Net Income After Tax

262.50M

2017

W

393.93M 2018

Book Value per Share
0.84

Net Worth

0.66
2017 W 3.08B

0.74

2017 2018 2019
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Per Share Earnings (Loss)

2017 2018 2019

Debt-to-Equity Current Ratio
11.13

0.57

0.45 0.45

4.15
291

2017 2018 2019 2017 2018 2019
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Board of Directors
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Gerardo O. Lanuza, Jr. Antonio O. Olbes
CHAIRMAN EMERITUS VICE CHAIRMAN EMERITUS

A

Gerardo Domenico Renato G. Nunez Alfredo S. Del Rosario, Jr.
Antonio V. Lanuza VICE CHAIRMAN AND ’

CHAIRMAN INDEPENDENT DIRECTOR DIRECTOR

PHILIPPINE REALTY AND HOLDINGS CORPORATION
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Edmundo C. Medrano Amador C. Bacani Gregory G. Yang
DIRECTOR DIRECTOR DIRECTOR
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Andrew C. Ng Alfonso Martin Jomark O. Arollado

E. Eizmendi
DIRECTOR INDEPENDENT DIRECTOR INDEPENDENT DIRECTOR
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Management
Committee

Adeline Susan
C.Carag

VP and Head for Property
Management Services

‘ L
E OLDING

Carlos Miguel T. Paca
VP and Head for Business

Development and Investment
Relation Officer

Edilynda G. Enriquez

Head for Human Resources

Edmundo C. Medrano
Executive Vice President,
Chief Operating Officer,
Chief Financial Officer
and Treasurer
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Alfredo S. Erwin V. Ciar

Del Rosario, Jr. Richard Nicolas K.Go ~ MarissaS. Bontogon VP.andlHeadlfor

VP and Controller and . "
President and VP and Head for Sales Complim Project Construction and

Chief Executive Officer Management
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Residential

Renaissance

New Manila’s prestige is shaped by aristocrats of
the past and continues to pervade to this day
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In New Manila, Quezon City, a certain street was
believed to be haunted. It stretches roughly over a
kilometer and is a viable shortcut for motorists heading
toward the major roads in the area. Its name still rings a
bell to this day, making people think twice about driving
through it during the wee hours.

Balete Drive was infamous for several urban legends:
a hitchhiking lady dressed in white disappearing from
the back seat of the vehicle upon reaching the end of
the road. Engkanto seeking refuge in the massive balete
trees. Hairy giants sitting on the gnarled balete tree
branches, waiting for unsuspecting humans to fall prey

to its cigar smoke.

It now looks like any other street today, far from its
haunting image in the past as most of the balete trees
that once lined up the street are now gone. Their shadows
may not be looming over the area anymore, but the urban

legends still cling to the street’s name to this day.
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New Manila itself has its fair share of lore—from
the wandering souls of war casualties to tales of
abandoned Spanish mansions—but its rich heritage is
anything but a myth.

Its roots can be traced back to Dofa Magdalena
Hemady, an influential Lebanese elite and the
matriarch of the wealthy Ysmael clan. Around the
1930s, she bought 75 hectares of friar lands acquired
by the American government after the war and
developed the area into Magdalena Estate, a large-
scale exclusive residential area for the country’s elite.
Untouched by conflict, the estate was the ideal escape
from the damages of war, and the affluent folk of
Manila soon flocked and settled in it.

The estate is now known as New Manila, its name
coined from the desire of the country’s elite to escape
the bustle of post-war Manila and start anew.

New Manila saw the growth of a community that
treasured its dignified past and carried it on to the
future. The preservation of several churches in the
Magdalena Estate allowed religious institutions to
settle in New Manila. It was home to many film studios
during the country’s first golden age of cinema, and
continues to be a haven for creatives by housing
many of the country’s broadcast and performing arts
institutions. Schools, hospitals and businesses were

17

established over the years, commercial development
easily within reach, but the rows of residential areas
retained the peace and quiet of an exclusive village.

The Magdalena Estate was the post-war elite’s escape,
and New Manila continued to be home to people who
seek a sense of exclusivity. Dona Magdalena’s vision of
genteel living allowed the Magdalena Estate to thrive,
and the area became the blueprint for the exclusive
villages of the metro today.

New Manila’s heritage of spacious living is reflected in
the concept of the One Balete compound, stemming
from the Magdalena Estate's tranquility that still
pervades New Manila today. It echoes the Company’s
core: privacy and exclusivity through spacious living in
intimate communities.

It also pays tribute to its namesake while challenging
the myths that plagued the infamous street. While
many remember the tree for its twisted appearance,
there is a different side to it: it is vibrant and full of
life, and the Company took that as its springboard
for the project, fleshing out designs that give new
meaning to the myth.

The Company upholds decades’ worth of legacy and
redefined modern living, and One Balete is its master-
planned vision for real estate in the country.

ANNUAL REPORT 2019
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Evolving Landscape

As the demands for an ideal
home continue to change,
the Company stays true

to its philosophy

A long, proud history shapes an ever-evolving culture,
and despite the conflicts that came with such history,
we Filipinos developed an identity we must honor daily.

We are recognized for our creativity in innovation,
perseverance at work and resilience in trying times.
Family and community are of great importance, as we
Filipinos hold the relationships we form to high esteem.

The Company takes these values and keeps them
alive in every project, envisioning their creations as
“spacious living in intimate communities.” They place
Filipino values at the core of each building while striking
a healthy balance between aesthetics and functionality.

PHILIPPINE REALTY AND HOLDINGS CORPORATION

Condominiums like The Alexandra and La Isla are still
in demand even decades after construction, providing
luxury residences at the heart of the bustling Ortigas
Center and catering to the needs of hardworking
individuals and their families.

The Company is constantly working on projects
to address varying age segments and preferences,
recognizing that a growing market requires advancing
traditional methods and evolving designs to cater to an
equally evolving clientele.

With One Balete set to add more mid-range to high-rise
towers to its growing compound, the Company keeps
its philosophy intact: every design scheme is nothing
short of quality in every aspect.

With these distinguished projects—past, present and
future—the Company will continue to create space for
the creative, hardworking and resilient Filipino.
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Philippine Realty and Holdings Corporation
and Subsidiaries

CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2019, 2018 and 2017
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Philippine Reaity & Holdings Corporation

TATE EM BILITY Fl

The management of PHILIPPINE REALTY AND HOLDINGS CORPORATION and SUBSIDIARIES (the
Group) is responsible for the preparation and fair presentation of the financlal statements including the
schedulas attached therein, for the years ended December 31, 2019, 2018 and 2017, in accordance with
the prescribed financial reporting framework indicated therein, for such internal control as management
determines Is necessary to enable the preparation of financial statements that are free from material
misstatement, whether dua to fraud and error.

In preparing the financial statements, management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable matters related to going concern and using going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company's financial reporting process.

The Board of Directors reviews and approves the financial statements including the schedules attached
therein and submits the same to the stockholders or members,

Maceda Valenciaand Co., the independent auditor appainted by the stockholders, has audited the financial
statements of the Company in accordance with Philippine Standards on Auditing, and in its report to the
stockholders, has expressed its opinion on the fairness of presentation upon completion of such audit.

L2

GERARDO DOMENICO ANTONIO V. LANUZA
Chairman of the Board

Wb

ALFREDO SUDEL ROSARIO, JR.
Chief Executive Officer and President

e

EDMUNDO C. MEDRANO
Executive Vice President and Chief Operating Officer and Treasurer

Signed this 17" day of March 2020

One Balete Building, | Balete Drive corner N. Domingo Screet, New Manila, Quezon Cigy 1111
Tel Moz 631 3179 | Fax No: 634 1504

PHILIPPINE REALTY AND HOLDINGS CORPORATION
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MNAME/NO. Tax Identification No.
Gerardo Domenica Antonin ¥, Lanuza 243-616-771
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REPORT OF INDEPENDENT AUDITCRS

Thea Shareholders and Board of Directors

Phillppine Realty and Holdings Corporation and Subsidiaries
One Balete, 1 Balete Drive corner M. Domingo Street

Brgy. Kaunlaran District 4

Quezon City

CXoaion

We have audited the consolidated financial statements of Philippine Realty and Heldings Corporation and
Subsidiaries (the “Group”), which comprise the consolidated staterments of financial position as at
Decamber 31, 2019 and 201B, and the consolidated statements of total comprahenshe intome,
cansalidated statements of changes in equity and consolidated staterments of cash flows for the three
years in the period ended December 31, 2019, and notes to the consolidated financial statements,
including a sumrnary of significant accounting policies and other explanatory information.

In our opinion, the accompanying cansolidated financiai staterments present fairly, in afl material
respects, the cansclidated financial position of the Group as at December 31, 2009 and 2018, and its
consolidated financial performance and its consolidated cash flows for the three years in the period
ended December 31, 2019 in accordance with Philipping Financial Raporting Standards (PFR3s).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (P5As]. Qur responsibilities
under those standards are further described in the Auditor s Responsiwlities for Hhe Audit of the Financial
Statemeants section of our report.

We are independent of the Group in accordance with the Code of Ethics for Professional Accountants in
the Philippines (Code of Ethics) together with tha ethical raguirermnents that are relevant to our sudits of
the financial statements in the Philippines, and we have fulfilied our other ethical responsibilities in
accordance with these requirarments and the Code of Ethics.

We believa that the audit evidence we have gbtained is sufficient and appropriata to provide a basis for
aur apinion.

Hey Awdit Matters

Key audit matters are those matters that. 'n our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial staterments as a whole, and in forming our opinlon
thereon, and we do nat provide a separate opimnien on these matters.

K
N ex I a ar tha liggilities of @ of its members Membarship of Mg [Prernational, or 2esociated yebrella occanizacions, ges not

constiuta any partnersh p betaesn membars. ard members do not occept ary esponsibility for the cormmission ot aree act, ar

Ber of i ) . . )

‘ﬂ' Memper o’ taceds valencia & Co. is 2n ndeaendent mamnber firn of YexE Ireernatiora, a woarldwide nebtwors af Indepsndent accourting

Q arwd caranll vg firm s, heesia nlematicnal dees ned aceept sy e sponsibiity fen tRe oo ssian of any ack, ar oreession Lz act by,
internat!{,}ﬂat rriveinn toosct by, or shaliapilitias of, other membors.
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\ MVCo

Maceda Yalencia & Co

Cartiflod Public Accountans and Management Consultonts

Valuation of Real Estate Inventories
The Risk

Raal astate inventories constitute a material component in the Group's statements of financial position,
Reaal estate inventories amounted to PL.16 billion representing 19% of ths total assets as at
December 31, 2019, Real estate inventories include proparties under constroction, newly built and
acquired properties that are held for sale in the ordinary course of business and land held for
development. Real estats inventerles are valued at the lower of cost or market and net realizable value,

The waluation of real estate inventorias is influenced by assumptions and estimates regarding
construction costs to be incurred, and future selling prices. Weak demand and the consequantial over
supply of residential units might axert downward pressure on transaction velumas and selling prices of
residential properties.

Clur Response

Based on a sarmple selected accerding to qualitative and guantitative factors, our audit procedures
included the following:

- Evaluation of recognized costs for selected projects in terms of eligibility for capitalization and
allpeation on the basis of the respective financial forecast;

- ldentification of deviations between financial forecasts and the respective project accounts
tagether with a critical assessment of these deviations through discussions with project
managers, and reconciliation of actual costs with construction cost staterments; and

- Amalysis of realizable valugs by inspecting tha most recent sales contracts and comparing
expected future costs, costs already capitalized and expected sales proceeds from remaining
properties.

Allowancea for Impairment Lossas on Trade and Other Recevables

Thea Risk

The allowance for impairment losses on trade and other raceivables is considerad to be a matter of
significance as it requires the application of judgment and use of subjective assumptions hy
management. As of December 31, 2019, trade and other receivables has a total carrying armount of P1.62
billicn contributing 26% of the Group’s total assets.

Our Rasponse

Cur audit procedures included the following:

- Testing the Group's cantrols over the receivables collection processes.

- Testing the adequacy of the Group's provisions against trade receivables by assessing
management’s assumptions, taking account of externally available data on trade credit
axposures and our own knowledge of recent bad dabt experfence in this Industry and expected

cash flows from the sale of collateral held or other credit enhancements.,

- We also cansidered the adequacy of the Group's disclosuras about the degree of estimation
invoheed in arnving at the provision.

D Nexia

» international
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M MVCo

Maoceda Valencia & Co
Cartifind Public Atcourtant and Management Comulionds

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with PFRSs, 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.

In preparing the consolidated financial statements, management is responsible for assessing the Group's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Group or
to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group's financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to Issue an auditor's
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an sudit conducted in accordance with PSAs will always detect a material misstatemnent when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basls of these consolidated financial statements.

As part of an audit in accordance with PSAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

* |dentify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

* Obtain an understanding of internal control relevant to the audit 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 Group's internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

* Conclude onthe appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
avents or conditions that may cast significant doubt on the Group's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
aur auditor’s report to the related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events or conditions
may cause the Group to cease to continue as a going concern.

* Evaluate the overall presentation, structure and content of the financial statements, including

the disclosuras, and whether the financial statements represent the underlying transactions and
eventsina manner that achieves fair presentation.

A member of

@ Nexia

International

PHILIPPINE REALTY AND HOLDINGS CORPORATION
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MVCo

A Maoceda Yalencia & Co
Cartifiod Public Acowtant and Mancgement Conulionds
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s Obtain sufficient appropriate audit evidence ragarding the financial information of the entities ar
busingss activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remarm solely responsible for our audit oplnion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant sudit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also pravide thaese charged with governance with a staternent that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relstionships and other
matters that may reasonably be thought to baar on our independence, and where applicable, related
safaguards.

From the matters communicated with those charged with governance, we determine those mattars that
wara of most significance in the audit of the consolidated financial statemeants of the currant pariod and
are therefore the key audit matters. We describe these rmatters in cur auditor's report unless law ar
regulation precludes public disclosure about the matter or when, in extremely rare clrcumstances, we
determine that a matter should not be communicated in our repart bacause the adverse consequences
of deing so would reasonably be expected to outweigh the public imterest benefits of such
communication.

The engagement partner on the audit resulting in this independant auditor's repaort is Araceli F. Caseles,

MACEDA VALENCIA & CO.
A M:ELI $
er

CPA License Mo, 113583

PTR No. 5139185
Issued cndanuary 14, 2020 at Makati City

SEC Accreditation Mo, lindividual] as general auditor 1779-A Categary A,
Effective until Saptember 23, 2022

SEC Accreditation Na. ifirm) as general auditors 47458-5EC;
Effective untll February 17,2023

TIN 228-154-366-000

BIR Accreditstion Wo. QB-007752-001-2019
Issued on December 19, 2019; effective until Decermnbear 18, 2022

BOAJPRC Reg. Mo. 4748, effective until June 26, 2021

March 17,2020
Makati City

A member of
0 Nexia
International
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2019, 2018 AND 2017

Note 2019 2018
ASSETS
Current Assets
Cash and cash equivalents 3 P218,430,583 P78,462,791
Financial assets at fair value through profit or loss [FVPL) 4 6,750,000 6,750,000
Trade and other receivables - current portion & 351,394,206 1.006,530,211
Real estate inventorias 5 1,159,131.,710 1,431,248,954
Prepayments and other asseéts - net & 406,326,485 305,369,994
Total Current Assaets 2.142,032,984 2,828,361,950
Non-current Assets
Financial assets at fair value through other comprehensive
income (FVOC!) 5 35,693,930 41,333,478
Trade and other receivables - non current portion & 1,273,794,211 265,669,488
Investments in and advances to associates - net ¥ 74,609,802 76,673,455
Investment properties I1 2,223,285,470 1,693,172,141
Property and equipment - net 12 93,978,372 118,444,300
Right of Lise Asset i3 107,862,621 -
Investment in Finance Lease 13 241,562,399 -
Other non-current assets 53,588 -
Total Non-current Assets 4,050,840,193 2,195,292 B62
P6,192.875.177 P5.023,654,812
LIABILITIES AND EQUITY
Liabilities
Current Liabilities
Trade and other payables - current portion 14 P238,703,926 P408,874,330
Unearned income 15 1,295,643 899,787
Loans and note payable 15 481,658,467 271,896,088
Lease liability - current portion i3 14,112,902 -
Total Current Liabliities 735,770,938 681,670,205
MNon-current Liabifities
Trade and other payables - net of current portion 14 120,758,309 176,447,232
Loans and note payable - net of current portion 16 673,427,834 388,782,961
Retirement benefit obligation 18 55,320,659 25,399,477
Deferred tax llabllities - net 27 428,965,492 242,606,874
Leasa liability - noncurrent E 202,339,455 -
Other non-current liabllities 13 41,540,793 38.015,065
Total Non-current Lisbliities 1,522,353,142 871,251,609
Total Liabilities 2,258,124,080 1,552,921,814
Equity Attributable to Equity Holders of the Parent Company
Capital stock 25 2,344,226,245 2.344,198,495
Additional paid-in capital 28 557,014,317 557,014,317
Reserves 29 46,376,118 656,940,178
Retained earnings 1,113,176,522 617,459,124
Treasury stock 28 {110,049.633) (109,712,439)
%,950,743,569 3.475,899.675
Equity Attributable to Non-Controlling Interest 30 (15,994,472) 15,166,677}
3,934,749,097 3,470,732,998

PHILIPPINE REALTY AND HOLDINGS CORPORATION



PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF TOTAL COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2019, 2018 AND 2017

Note 2019 2018 2017
INCOME
Sales of real astate P1,074,673,171 P1,009,230,247 P785,934,606
Rent 13 50,850,057 102,120,869 47,053,723
Management fees 20 42,954,915 34,047,671 30,159,048
Interest 22 14,697,898 3,574,804 11,515,074
Commission 21 5,727,141 6,676,026 7,561,923
Gain on sale of property and equipment - 5,952,737 238,988
Gain on sale of AFS financial assets - - 19,205,993
Equity in net income of an associate 7 - - 3,127,507
Otherincome 23 696,372,717 661,531,938 359,288,714
1,885,275,899 1,B821,134,292 1,264,085576
COSTS AND EXPENSES
Cost of real estate sold 7 583,833,983 594,013,963 471,047,441
Cost of services 24 72,201,825 70,491,179 70,322,494
General and administrative expenses 25 512,378,346 506,541,946 318,574,003
Finance cost 1516 17,069,529 B 474,222 9,547,530
Equity in net loss of an associate g 2,063,651 8,204,998 -
Other expensas F) 611,650 63,633,979 2,293,579
1,188,158,984 1,251,360,287 871,785,047
INCOME BEFORE INCOME TAX 697,116,915 569,774,005 392,300,529
INCOME TAX EXPENSE 27 212,227,312 178,840,222 129,790,383
NET INCOME P4B84,889,603 P390,933,783 P262,510,146
Attributable to:
Equity holders of the parent P495,717,398 P392,632,613 P264,361,753
Non-controlling interest jo (10,827,795} (1,698,830) (1,851,607)
P484,889,603 P390,933,783 P262,510,146
OTHER COMPREHENSIVE INCOME
(LOSS)
Items that may be subsequently reclassified to profit or loss
Unrealized holding gain on available-for-
sale financial assets 5 - - 26,929,544
Transfer of loss on sale of available-for-
sale investments to profit or loss - - (48,897)
ttems that will not be reclassified to profit orloss
Rerneasurement of defined benefit
obligation, net of tax 29 (14,686,450} 8,137,444 {7,549,685)
Unreaiized holding loss on financial assets
at FVOCI 5,29 (5,639,548) (15,449,604) =
(20,325,998) (7.312,160) 19,330,962
Total Comprehensive Income P464,563,605 P383.621,623 P281,841,108
BASIC EARNINGS PER SHARE 31 PO.10 P0.08 P0O.0OS

See Notes to the Consolidated Financial Statements.
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019, 2018 AND 2017

Note 2019 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax PE97,116,915 P569,774,005 P352,300,529
Adjustments for:
Impairment loss on trade and other
recelvables 25 80,758,365 26,262,781 1,576,440
Depreciation and amortization 2425 26,197,729 13,478,898 256,516,175
Impairment loss on property and equipment 25 19,406,340 - -
Finance costs 13,16 17,069,529 8,474,222 9,547,530
Provision for retirament benefits 18 8,940,538 11,008,355 9,885,206
Equity in net loss (income) of an associate g 2,063,651 8,204,997 {3,127,507)
Unrealized foreign exchange loss (gain)-net = 2326 403,018 (1,809,732) 161,501
Gain on fair value adjustment of investment
properties 1125 (546,695,730) [511,432,937) (354,123,354
Gain on sublease 25 (139,125,678) - -
Interest income 22 (14,697,898) (3,574,804) {11,515,074)
Gain on sale cancellation (4,912,075) - -
Dividend income 25 (716,722) (626,337) (400,915)
Reversal of varlous labilitles 25 {24,484) (109,006,274} (1,058,516}
Impairment loss on other assets 25 - 16,637,343 -
Gain on sale of property and equipment = net - (3,644,424) (238,988)
Gain on sale of AFS financial assets - - 119,205,994)
Operating incomne before working capital changes 145,783,498 23,746,093 50,117,033
Decrease {increase) in;
Trade and other receivables (434,322,340} (425,662,730) (251,671,949)
Prepayments and other assets (120,837,375) (132,871,065} (43,299,510}
Real estate inventories 163,270,881 473,960,364 (46,234,430)
Increase (decreasea) in:
Trade and other payables (226,237,261) 346,390,221 125,727,619
Unearned income 395,856 (3,897.629) {13,221.499)
Other non-current liabilities 3,525,729 (27,048,517) -
Cash generated fram (used in) operations (268,421,012) 254,616,737 (178,582,736)
Interast received 14,697,897 3,574,804 11,515,074
Dividends recelved 716,722 626,337 400,915
Contributions to retirement fund 18 - {4,500,000) {800,000)
Retirement benefit paid 18 - (395,000) 1132,868,347)
Net cash provided by (used in) operating activities {253,006,393} 253,922,878 (300,335,094)
CASHFLOWS FROM INVESTING ACTIVITIES
Additions to property and equipment 12 (11,442,647) (8.800,170) (52,432,611)
Additions to investment properties 11 (69,659.161) (135,765,653) 1329,274,552)
Proceeds from sale of AFS financial assets 5 - 21,952,385 118,817,906
Proceeds from disposal of property and equipment = 9,902,823 1,493,191
Proceeds from sale of HTM Investments - 1.000,000 -
Met cash used in inwsting activithes (P81,101,808) {P111,710,615) (P261,396,066)
Forward
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PHILIPPINE REALTY AND HOLDINGS CORPORATION

PHILIPPINE REALTY AND HOLDINGS CORPORATICN AND SUBSIDIARIES

CONSCLIDATED STATEMENTS OF CASH FLOWS

FCOR THE YEARS ENDED DECEMBER 31, 2019, 2018 AND 2017

Mote 2018 2018 2017

CASHFLOWS FROM FINANCING ACTIMTIES
Proceeds from availment of loans and note ig PBLO, 815,000 F9,287,000 PB27¥ 554,118
Investrmeant inlease receipts 11,066,012 = -
Collection of subscriptions receivable 28 27,750 = BR,319,972
Payrments of loans and note payable 5 {366,407 748} (205,429,114} 1255.448,994)
Finance cost paid (17 069,529} (9,474,222) i6.670,1351
Lease liability payments : (14,355,492) = =
Net cash from {used in) inancing activities 474,075,993 1204,616,334] 646,754,837
NET INCREASE (DECREASE) IN

CASH AND CASH EGUIVALENTS 139,967,732 {62.404.073} 85023797
CASH AND CASH EQUAVALENTS

AT BEGINNING OF YEAR 78,462,791 140,866,664 55,843.067
CASH AND CASH EQUIVALENTS

AT END OF YEAR PE18,430,583 P7TR 462,791 P14, 866,864

Soe Makes ba the Carrsafidated Finaneiai Sfatements,




PHILIFPINE REALTY AND HOLDRINGS CORPORATION AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1.

Corporate Information

Philippine Realty and Holdings Corporation (the “Parent Company”) was incorporated and registered
with the Philippine Securities and Exchange Commission (SEC) on July 13, 1981 with a corporate life of
fifty (S0} years. The principal activities of the Parent Company include the acquisition, development, sale
and lease of all kinds of real estate and personal properties, and as an investment and holding company.

The Parent Company was listed with the Philippine Stock Exchange (PSE) on Septemnber 7, 1987,

The Parent Company is 35.67% owned by Greenhills Properties, Inc. {GPI), a corporation incorporated
under the laws of the Philippines. The remaining shares are owned by various individuals and
institutional stockholders.

The financial position and results of operations of the Parent Company and its subsidiaries (collectively
referred to as the "Group”) are consolidated in these financial statements (see Note 37).

On April 18, 2018, the Board of Directors of the Parent Company approved the contribution by GPI into
the Parent Company of two (2} vacant lots located In Bonifacio Global City (BGC) more particularly
describad as follows: 1} Lot 1 Block 8 containing 1,600 sq.m., located at the cormner of 6™ Avenue and 24™
Streat; and 2) Lot 4 Block 8 also containing 1,600 sq.m., located at 6™ Avenue corner 25™ Street. Lot 1
Block 8 is registered under the name of GPI, and GPI also acquired Lot 4 Block 8 from its wholly-owned
subsidiary, Lochinver Assets Inc. (LAl), by way of merger approved by the SEC, with GPl as the Surviving
Corporation and LAl as the Absorbed Corporation.

The proposed transaction will involve the issuance of 4,177,777,778 new common shares by the Parent
Company in favor of GPI, to be issued from the increase in the authorized capital stock (ACS) of the
Parent Company, in exchange for GPI's contribution of two (2} vacant lots in the BGC as capital,

On July 23, 2018, the Stockholders approved the above transaction and the amendment of Article Vil of
the Parent Company's Articles of Incorporation increasing the Parent Company's authorized capital
stock from 8,000,000,000 common shares with a par value of PhP0.50 per share to 16,000,000,000
common shares with a par value of PhP0.50 per share. The Parent Company’s application with the SEC
for the increase in authorized capital was approved on May 14, 2019.

The contribution of two (2) vacant lots in the BGC by GPI in exchange for the Parent Company’s shares
of stock is still pending due to the processing of the titles of the two (2] vacant lots.

The Parent Company's registered office is at One Balete, 1 Balete Drive Comer N. Domingo 5t.
Brgy. Kaunlaran, District 4, Quezon City 1111, Philippinas.

Events After the Reporting Period
On March 16, 2020, the Philippine government implemented an Enhanced Community Quarantine

throughout Luzon starting March 17 until April 30, 2020, in response to the COVID-19 pandemic.
Other parts of the country also declared similar quarantine measures. Management believes that the
COVID-19 pandemic is a non-adjusting event. Non-adjusting events do not result in adjustments to
the consclidated financial statements. As of March 17, 2020, the date the Board approved the financial
statements as of December 31, 2019, the effects of the pandemic on the Group's consolidated
financial statements after the reporting date cannot yet be reasonably determined.

Basis of Preparation

Statement of Compliance
The consolidated financial statements of the Group have been prepared in accordance with Philippine
Financial Reporting Standards {PFRS), which include the availment of the relief granted by the Securities

31
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES T THE CONSOLIDATED FINANCIAL STATEMENTS

and Exchange Commission (SEC) under Memorandum Circular Nos. 14-2018 and 3-2019 ag discussed in
tha saction below on Adoption of Mew and Amended Accounting Standards and Interpretations. PFRS
includes all applicable PFRS, Philippine Accounting Standards (PAS}], and interpretations of the Philippine
Interpretations Committee [PIC), Standing Interpretatiaons Committee 151C) and International Financial
Raporting Interpretations Committee (IFRIC), a5 approved by the Financial Reporting Standards Council
IFRSC} and adepted by the SEC.

The accompanying censolidated flnancial statements as at and for the year ended December 31, 2018
were approved and authorized for issuance by the Baard of Directors (BCD) on March 17, 2020,

Basis of Measurement
The consolidated financizl statements have been prepared under the histowical cast convention, except
for the following which are maasured using alternative basis at each raporting date:

Financial assets at FVPL Fair valua
Flnanclal assets at FYOCI Fair value
Investment propertlas Fair valge
Retirement benefit obligation Present wvalue of the defined benafit

obligation less fair value of plan assets

Functicnal and Presantation Currency

The consclidated financial statements are presantad in Phillppine peso, which is the presentation and
functional currency of the Group. All financial Information presented have been rounded to the nearast
peso, unlass atherwise stated.

Use of Estimates and Judgrmerts

The preparation of the consolidated financial statements requires management to make judgments,
astimates and assumptians that affect the application of accounting policies and reported amourts of
assets, liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underying assumptions are reviewed on an ongeing basls. Revisions to accounting
estimates are recognized in the period in which the estimate is revised and in any future periods
affected.

In particular, information about significant areas of estimation uncertainty and critical judgments in
applying sccounting policies that have tha most significant effect an the amounts recognized in the
consolidated financial statements are deseribed in Note 33,

Cash and Cash Equivalerts
This account consists af:
2019 2018
Cashinbanks P138,594,791 PEB.268,920
Cash on hand E04,263 42,000
Cash equivalents 79,031,529 10,051,871

P218,430,583 P78,452,791

Cash in banks earn average annual interest ranging from 1.0% to 1.25% In 2019 and Z018. Cash
equivalents represent short-term money market placements with maturities up te three months and
earn annual interest at tha pravailing shart-term irmastment ratas.

Interest income recognized amounted to P1.21 million, PZ.40 million and PO.51 million as at December
31,2019, 2018 and 2017, raspectivaly (sea Nota 22).
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PHILIFPINE REALTY AND HOLDRINGS CORPORATION AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4. Financial Agsets at FWFL

This account is c omposed of lsted aquity securities thet are held for trading amaunting to P5,750,000.
The fair values of these securities are based on quoted market price.

3. Flnancial Assats at PVOCI

As at December 31, financial assets at FWOC| consist of investments in;

D ) Note 2015 2018
At cost.
Listed shares of stock P58,532,808 P58,332.808
Golf and country club shares 35,350,000 3,350,000
61,682,808 61,582,808
Accumulated unrealized holding loss 28 {25,5808,878) {20,349,330}
35,693 530 Pa21,333478

The movements in this account are summarized as follows:

Mote 2019 2018
Balance at beginning of year P41,3233. 478 PEY 526,520
Fair value adjustments 29 [5,635,548) (15,445,604}
Reclassification from financial assets at FVPL
Cost - 1,948,440
Accurnulated unrealized holding gain - 1v.308,122
Balance at end of year P35,693,930 P41,333,478

These are investments in shares of steck of varipus listed equity securities, and golf and country club
shares that present the Company with opportunity for return through dividend income. The fair values
of these investments are based on quoted market prices. Unrealized holding gains or losses from
miarket value fluctuations are recognized as part of the Group's reserves,

The above mvestments in equity lnstruments are not held for trading and the Group irrevocably
glected to present subsequant changes in fair values in GCI.

Unrealized holding gain (lossl recognized in other comprehensive income from financial assets at
FVOCI/AFS financial assets amounted to (P5.6) million in 2019, {P15.4) million in 2018 and P25.3 million
in 2017 {see Nota 29),

Froceeds from disposal of investments amounted to nil and P21,952,385 in 2019 and 2018,
respactively.

Dividend income recognized in profit or loss amounted to P716,722, PG25,337 and 400,215 in 2019
2018 and 2017, respactivaly (see Nate 23).
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES T THE CONSOLIDATED FINANCIAL STATEMENTS

6.

Trade and Cther Receivables

This account is composed of:

. 2013 2018

Trade:
Sale of real estata P1,494,999,148 P1,052.682, 768
Lease 10,911,410 22533032
Management faes 5,188,370 5,954,270
Premiums receivable 3,009,753 4,400,104
Commission 420,558 4,983,724
Advances 46,446,609 44,116,719
Other receivables 167,901,338 163,458,986
1,731 676,636 1,298,125 603
Less: allowance far impairment loss 106,688,269 23,925,904

P1,625,188,417 P1,Z272,199.699

Trade receivables from sale of real estate include amounts due from buyers of the Parent Compary's
condominium prejects, generally over a2 period of three (3} or four {4) years. The condominium
certificates of title remain in the possession of the Parent Company until full payment has been made by
the customers. Trade receivables due after cne-year amounted P1.27 billion in 2019 and P265.51
mililon In 2018, Trade receivables carry yield-to-maturity interast rates of 5.64% in 2019, 2018 and
2017. Interest income recognized amounted to P2,484,558, F1,020.842 and FE79,085 as at December
31,2019, 2018 and 2017, respectively {see Note 22,

Certain trade receivables with total carrying value of P11.9 million as at December 31, 2018 are pledgsd
to alocal bank as collateral te the Parent Company's loans payable [see Note 16).

Cther receivables as at December 31, 2019 and 2018 include the ¢utstanding receivables from Xcell
Property Ventures, [nc. {Xcell) amounting to P2.7 million and P15.8 million, respectivaly (sea Note 10).
This also includes receivables amounting to P100.7 million and F98 4 million as at December 31, 2019
and 2018, respectively, in relation to the parcels of land soid in 2014, The remaining balance are
recelvables from concessionaires.

Receivables amounting to P105.3 million and P25.9 milion as of December 31, 2019 and 2018,
respectively, were Impaired and fully provided for. The allowance for doubtful accounts for trade
receivables has been determined as follows:

~ 2019 2018
Subject to 12-month ECL P20,259,346 P25,929,904
Subject te lifetime ECL ) 86,428,923 =

Total 106,688,269 P2s5,929,904

An impairment analysis is performed at esch reporting date using a provision matrix to measure
expected credit losses. The provision rates are based on days past due of all customers as they have
simifar loss patterns. Generally, trade receivables are written off if past due for more than one year and
are not subject to enforcement activity, The security deposiis and advance rental are considered in the
<alculation of impairment as recoveries. As of Decernber 31, 2019, and 2018, the exposure at default
amaunts to P359 millian, and PE70.98 rmillion, respectivaly. The axpected credit loss rate /s 3.86% that
resulted in the ECL of P20.3 million and P25.9 millicn as 2t December 31, 2019 and 2018, respactively

Ises Note 351,
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Movermnents in allowance for impairmeant losses on receivables in 2019 and 2018 are as follows:

Nole 2019 2018
Balance at beginning of year P25.929 904 P37 808,840
Provigsions for the year =L 80,758,365 26,262,781
_Reversal of provisions - {35.141,717)
Balance at end of year P106,688,259 F25,929,904
7. Real Estate Invartoras
This account conslsts of:
- 2019 2018 2017
In progress:
Andrea North SkyVillas Tower P209,667 249 PESZ2 132911 P1.102,134,283
Andrea Morth Estate 88,058,328 72,612,549 67,084,101
BGC Project 154,516,512 54,522,805 -
Others - I 18,973,867
452,242 OB9 719,268,265 1,186,202,251
Completed units:
Andrea Morth Skyline Tawer 182,695 848 219.779,747 228,314,325
The lcar Plaza 40,864,849 19,848,249 25,251,249
Casa Miguel 5,895,314 6.895,314 £.,885.314
230,456,011 246,521,310 260,460,888
Land held for development:
Baguio 341,066,697 269,892,166 255,892,466
Mew Manila, Quezon City 135,366,915 135,566,913 188,653,713
475,433,610 405,459,370 458,546,179

P1,155,131,710 P1,431,248,954 P1,905,209,318

BGLC Praject represent the cost of the master plan design of the new towerz in BGC,

I July 2011, the Parent Company had a joint arrangernent with Xcell for the developrent of a
residential/commercial condominium on the Parent Company’s Fort Bonifacio lot to be called "The lcon
Plaza." The Parent Company contributed lot 9-4 to the [aint arrangermant and in return will receive
twenty percent {20%} of the aggregated area of all the completed and saleable units of the project. plus
35% of the joint arrangement's pre-tax profits from the praject which was agreed by the partlesin 2014
ta amount to PE31 million.. The Parent Company's share on the saleable area of Tha icon Plaza under
jaint arrangermeant with Xcell s recorded as real estate inventories,

In 2018, although nat yet approved by tha Board of Accountancy, the Parent Company adopted PIC
QEA 2018-11, Classification of Land by Real Estate Deveioper. Based on this interpretation, real estate
Imventories Include land which the BOD has previously approved to be developed into residential
development for sale. This was previously presentad as real astate held for development under non-
current assets. Bafore the adoption of PIC Q&A 2018-11, tha classification was based on the Parent
Company’s timing to start the development of the property. This was reclassified under inventoties in
the consolidated statements of financial position.

Certain real estate inventaries are martgaged a3 collaterals ta \oans (see Mote 161,
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Tha cost of real estate inventories recognized as cost of sales amounted to P583,833,983,
P594,013,963, and P471,047,441 in 2019, 2018 and 2017, respectively,

%. Prepayments and Other Assets

This account consists of;

2019 2018
Prapaid taxes P155,834,221 F92.068 646
Creditable withholding tax 127,043,453 147,661,182
Prapaid expenses 93,995,571 41,023,462
Defarred input VAT 14,041,807 13,350,832
Depasit 4,723,660 2,995,508
Input tax - nat 127,343 115,589
Other assets 10,559.414 8,154,775

P406,326,485 305,369,554

Prepaid taxes are unutilized creditable withholding taxes, a partion of which was filed for refund with the
Bureau of internal Revenue,

Creditable withhaolding tax is the tax withheld by the customers from their payment to the Group and
which tax is creditable against the income tax payable of the Group.

Prepaid expenses consist of advance payment for rent, real property tax, insurance premium and
membership dues.

Deposits pertzin to refundable deposits paid to utility companies. These also include security
deposits paid inralation to an office lease agreement.

9, investments inand Advances Lo Associates

Detalls of the ownership interest In associates as at Decernber 31 are as follows:

- 2019 2018
La Cheval Holdings, Inc. (LCHI} 45% 45%%
Alexandra [USA} Inc, (AL 45% 45%
Maridian Assurance Carporation 30% 30%
Dataits of investmeant in and advances to associates are as follows:
= 2019 2018
Meridian Assurance Corpotation
_Investment - acquisition cost ) P88,875,080 P88.875 080
Accumulated equity innet loss:
Balance at beginning of year {12,335,756) 14,140,235)
Equity in net loss for the year (2,054,671} (8,195,521}
Balarce at end of year {14,390,427) 12,335,756
P72,484,653 P76,539,324
Forward
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2019 2018
L e Chavai Holdings, Inc.
Investment - acquisition cost P11,250 P11,250
Allewance for impairmeant lozs [11,250) {11,250}
Accumulated equity in net income:
Balance at beginning of year 134,129 143,607
Equityin net loss for the year (8,980) (5,476l
Balance at and of year 125,149 - 134,131
125,149 134,131
Alexandra (ISA), Inc.
Investment - acquisition cost 14,184,150 14,124,150
Allowance for impairment loss (14,184,150) (14,184,150}
Advances to AUl 132,417,765 132,417,765
Allowance for unrecoverable advances (132,417,765} (132,417,765)

P74,609,R02 P75,673,455

The Parent Company's managerment performed an assassment for impairment on its investment in and
advances to associates. The imminent liguidatlon of Alexandra USA, Inc. {AUD indicates the possible
irmpairment in the value of investrment in this entity. In 2011, the Parent Company provided an allowanca
for impairment loss amouriting to P14,184,150 for investrments in AU The advances were likewise
provided with 100% allowance.

The Parent Company alse provided an sllowance for impairment loss amounting to P11,250 for
investmentsin LCHI.

Aggregated amounts relating to associates are as follows:

2019 2018
Marldlan Assurance Corporation (MAC)
Total assets P283,669,121 P310,595,681
Totalliabliities ) 39,456,488 58,830,690
Met assets ) 249,212,633 251,764,991
Ineerma 14,572,878 10,627,527
Cost and expanses _ {21.421,781)  (37.945,930)
Net loss (P6,848,903]  (P27,318,403)
Le Chaval Holdings. Inc. {LCHI)
Total assets P45 362 P45,362
Tatakiabilities 142,248 122,293
Met liabilities (956,886} 176,93%)
Income = -
_Cost and expenses {19,955] {21,058}
Net loss (P19,955) {P21,058}
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The following are the principal activities of the Group's Assotiates:

Meridian Assurance Corporation

MAC was Incorporated and registered with the SEC on March 16, 1960, renewed on Novermnber 13, 2007,
primarily to engage in the business of insurance and guarantee of any kind and in all branches except life
insurance, for consideration, to indemnify any person, firm or corporation against loss, damage or
liability arising fram 2ny unknoewn or contingent event, and to guarantee liabilities and obligatians of any
persan, firm or corporation and to do all such acts and exercise all such powers as may be reasonably
necessary to accomplish the above purposes which may be incidental.

MAC did not comply with the minimum capital requirement set by the Insurance Commnission as of
Crecember 31, 20416, as it is ceding its insurance business portfolio to another Insurance company. MAC,
herwever, will continue servicing the administrative requirements of all outstanding policies issusd until
their expiry, On March 30, 2017, MAC wrote the Insurance Cornmission to apply for a license ac a
servicing company and tendered Its Certificate of Authority (CAl as non-life insurance company.
Pending issuance of the servicing license, MAC still issued new policies up to April 30, 2017, On May 1,
2017, the Insurance Commission approved MAC's application as a sarvicing company and issued a
servicing license. As a servicing insurance company, MAC's transactions are confined to: {i) accepting
petiodlc premiurm payments from its pelicyholders; (il granting policy loans and paying cash surrencer
values of outstanding palicies to its policyholders; [Ili} reviving lapsed policies of its pelicyholders, and
livh such other related services. Upon divestmant of the insurance business, MAC plans to sngage In the
business of asset managemant.

The registerad office of MAC is at 2003 -B East Tower, Philippine Stock Exchanga Centre, Exchange
Road, Ortigas Center, Pasig City. Aside from its head office in Metro Manila, it maintains offices in the
cities of Cebu and Davao.

Le Cheval Holdings, Inc.

LCHI was mcarporsted and registered with the SEC on August 3C. 1994 as a halding company and
carmmenced operations as such by acquinmg the majority outstanding shares of stock of Philippine
Racing Club, inc. {PRCI), a hoiding company incorporated In the Philippines, In 1996, LCHI sold Its shares
of stock with PRCIL. Thereafter, LCHI became Inactive.

Alexandra (USA], Inc,

AUl was incorporated In the United States of America (USA). AUl is involved in property development in
Florida, USA. AUl [s jeintly owned with GP| {45%) and Warrenton Enterprises Corporation (10%} of
Willizm Cu-Unjieng. AUl is in the process of liguidation after the completion of the projects in Naples
and Orlando. Mo infarmation was obtained in ths financial status and operations of AUl since 2012,

10.

Land Invested in Joint Arrangements

Xcell Property Ventures, Inc. (Xcell]

In 2014, the Parent Company and Xcell entered into a final joint arrangement that will be the final
settlement for both parties since lcon Residences and Andrea North Skyline were 100% completed and
the abjectives of the agreement were already achievad. The land invested in the joint arrangement was
transferred to Xeell in 2014 and the Parent Company’s final settlement from the project amounted to a
totsl of P89l million. The Parent Company recognized an income from the jolnt arrangement
amounting to P84.67 million in 2014, Interest income on recaivables arising from the joint arrangement
amounting ke P10,005.694 was recognhized in 2017 (see Note 19). The Parent Company did not
recognize Interast income in 2019 and 2018 as agreed with Xeell.
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11. irvestmant Propertias

The Group obtained the services of an independent valuer who halds a recognized and relevant
professional quailfication and has recent experience in the location and category of the investment
property being valued, The effects are detailed below:

S — Note 2019 2018
Balance, beginning P1,693,172,141 PB65,348,710
Cost of investment property réturned ig - 180,824,841
Additions 69,659,161 135,765,653
Gain gn change in fairvalue Al 545,695,730 511,432,337
Reclassification from property and

aquipment (86,241,562) g
Balance, ending P2,223,2B5,47C P1,693,172,141

An independent valuation of the Group's investment properties as of January 3, 2020 and January 7,
2020 was perfarmed by an independent appraiser accredited with both the PSE and the SEC to
detarmine their fair value. The external independeant appraiser used sales comparison approach in
arriving at the value of the properties. In this approach, the value of the properties is based on sales and
listings of comparable properties. This Is dane by adjusting, the differences betwsen the subject
praperty and those actual sales and listings regarded as comparable. The praparties used as bases of
comparisen are situated within the immediste vicinity or at a different floor level of the sarme building.
Camparlson would be premised on factors such as lecation, size and physical attributes, selling tarmg,
facilities offerad and time elerment.

Details ofinvestment properties are as follows:

2019 2018

Condominfunn units and parking spaces
PSE Tower! P1,355,498,720 F9¥1,197,140
PSE Towerll 630,856,610 437,103,810
lcon Plaza 236,930,140 219,642 230

2,223 285 470 1,627,949 180
Accumulated depreciation - -

2,223,285 ,47¢ 1.627,945,180
Baguio - residential properties = 65,222,961
P2,223,285470 P1.693,172,141

Rental income recognized from the investment properties amounted to PEDR,763,657 in 2019,
P76,466,492 in 20418, and P37,484,724 in 2017. Real property taxes attributable to the investment
property amounted to P8,693,845 in 2019, P6,008,868 in 2018 and P5,032,094 in 2017 these ara
included as part of taxes and licenses in cost of services.

Certain investment properties are mortgaged as collateral toloans {see Note 16).
In 2013, the rmanagement decided to change the plan for the Baguio property previously recorded as

investment property from held fer development to earn rental income to held for development and
sale. In effect, the property was reclassified as Inventory.
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12, Property and Equipment

The detsils of the camrying amounts of property and equipment, the gross carrying amounts, and
sccumulated depreciation and amortization of property and equipmant ara shown balow:

__For the Years Ended Dacember 31, 2019 and 2018

Congdommium Office
Urits, Bullding Fumiture, Transportation Leasehcld and
and Building Flacturas and and Other Offlce

Improvements Equipment Equipment  Improverments Total
Caost
January 1, 2018 P120.972.749 F24,¢67,113 P55.828,254 F23035680 P2033714576
Additicns - 1,763,541 7,030,625 & 3.800,170
Disposals {5476,051) — {7 (¥%,685) (6,317,429} {1,082,279) {13,585 544}
Drecember 31,2018 115,496,698 25,320,969 56,541,454 1,221,181 198,586,302
Additigns = 2,590,130 BE52.517 - 11,442,647
Impalrment e {15,406,340) = . - 0 19,406,340]
December 31, 2019 96 090,353 27,817,099 65,393,971 1,221,181 180,522,600
January 1, 20148 27,748,903 20,536,510 24,134,419 1,658,612 74078 444
Prowvigion 3,307.059 2, 186,363 T.A85,360 2,521 13,410,703
Disposals {2 B6OEYT) [820,360] 12.269,730) {506,478} [7,347,145}
Decernber 31, 2018 23,195,385 22,102,513 78,751,049 1093055 80,142,002
Provision __34856,010 3,768,991 9,581,777 15 457 156,502,235
Dracoembar 31, 2119 31,531,395 25,871,504 38,132,826 1.108.512 95,644,237
At December 31, 2018 PR?301,313 P3,224,456 F27.700 405 F128,126 PL11B 444300
At December 31,2019 P64 558,963 F2.045,555 P27.261,145 P112,669 P93,578,372

Cartain transportation equipment of the Group with total carrying value of P22.68 milllon and P22.89
million and as at December 31, 2013 and 2018, respectively are pledged as security under chattel
martgage {see Note 15},

Lease agreemant as lessee

The Parent Company leases two parcels of land locatad at 5 gvenue corner 25" Street, Bonlfacio
Global City. Taquig Clty. These contracts have a term of fifteen (15) years, rencwable for another ten
years upon submission of a writtan notice to renew at least ninety days prior 1o the expiration of the
originat term, with terms and conditions mutually 2gresd by both parties.

The Parent Company also leases a condominium unit located at the 20" ficor, East tower of Philippine
Stock Exchanga Centre, Exchange Certre, Exchange Road, Ortigas Center, Pasig City. The contract has
aterm of five (5} years and is renewable upon rmutual agreament of both parties,

Effect of Adapltion of PFRS 16, Leases

As disclosed in Note 32, the Group adopted PFRS 18, Leases effective January 1, 2019 using the
modified retrospective approach and opted not to restate comparativa information.

The Parent Compary measured the lease liabllity at the present value of the reraining lease payments,
discounted using the incrarmental borrowing rate at the dste of initial application and recognized a right-
of-use asset at its carrying amount as if the Standard had bean applied since the commencement date,
but discounted using the incremental borrowing rate at the date of initial application.
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The carrying amount of right-of-use assets as at Decernber 31, 2013 is shown below.

2019
Right-of-use asset P117,558,116
Accurmulated amortization - {9,695 ,455}
Carrying amount P107,862,621

A maturity analysis of lzase labilities based on discounted gross cash flows is reported in the table

balow:

) 201%
Less than 1 year Pi4,112,902
More than 1 year 202,339,455
Total lgase liabilities P216,452.357

The Parent Company had sutstanding commitments for future minimum lease payments under nan-
cancelable operating leases, which fall dua as follows:

— 2018
Less than 1 year P23 769,000
More than 1 year ) 285,313,250
Totatlease liabilities F309,082,230

Total rental ¢harged to miscellanecus expense under the s#id lease agrearneris amounted bo
F1,380,000in 2018,

Amounts recognized in profit or loss:

Mote 2019 2018
Dapraciation expense 24 PY,695,495 P-
Interest expanse 9,413,508 =
Rent expense under PAS 17 - 1,380,000

Lease agreements as lessor

A. The Parent Company entared into a sublease contract relating to one of the parcels of land being
leased in BGC as discussed abowve, This agreement was assessed by the management to be of &
finzncing lease, This agreerment is renewable at the end of tha lease term of initiatty fifteen {15)
years upon mutual consent of the parties

_Amounts receivable under finance laase 2019
Year 1 P22,176,000
Year 2 22,545,600
Year3 23,284,800
Year 4 23,672,896
Year 5 24,449,088
Onwards ) 207 876,416
Undiscounted lease payments 324,004,600
Present valug of minimum lease payments receivable P241,562,359
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Amounts recognized in profit or loss:

Nofea 2019
Interestincome 22 P10,405 989

B. Tha Group entered into short-term lease agreements including condominium units, office spaces
and food plaza spaces, The lease contracts between the Groyp and its lessees have a term of one
year which are renewable annually,

Total rental income eamed dwing 2019, 2018 and 2017 amounted to P30.85 million, P102.12 million
ard P47.05 million, respectively.

Deferred rental incorms ¢lassified under other non-current liabilities amaounting to P41 million and P38
rrillion as of December 31, 201% and 2018, respectively, pertains to advance rentrecelived from lessees
to be appliad an the last three [3) months of tha lease contract.

Hefundable deposits on these lease agraements amounted to P21,070,902 and P16,589,745 in 2019
and 2013, respectively, and is included as part of trade and other payables as disclosed in Mote 14,

14. Trade ard Other Payables

This account consists of:

) MNote 2019 2018
Trade payables P120:,965,637 P119,833.572
Customers’ deposits 77.534,329 5%.797.68%9
Accrued expenses 654,397,632 35,723,698
Retantion fees payable 56,012,941 90,701,060
Refundabla daposits ¥ 21,070,502 16,585,745
Due to government agencies 19,356,761 7,049 380
Qutput vafue added tax - net 514 443,583
PayabletoULC ig ) 231,150,000
Others 125,718 28,972,835

P359,462,835 P585,321,562

Mon-current partion of trade and other payables amounted to F120,758,90% and P176,447 232 as at
Cecernber 31, 2019 and 2018, respectively.

Customers' deposits consist of down payments represanting less than 25% of the contract price of the
condeninium unit seld received from each customer which are deductible from the total contract price.

Accrued expenses consist of unpaid liabilltles on cutside services, insurance, supplies and other
expehsas,

Retention fees payable pertain to retention fees withheld from the contractors of ongoing and
completed projects.

Due to government agencies consist mainly of payable to the Burgau of Internal Revenue, 555, HDMF
and Fhilhealth.

Others consist of refunds payable, commissions payable and unearned rant income.
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15, Uneamed Income

The Parent Company has an on-going project called the Andrea Morth SkyVillas Tower [“SkyWillas'].
Skyvillas started construction in 2011 and is 99.96% and 99.96% complete as at Decembear 31, 2019

and 2018, respectively.

Detaits ofunearned income sre as follows:

2019

2018

SkyVillas Tower
Total sales value of completed units

P3,239,107,500

PZ2,249 382,467

Percentans uncempleted 04% D49
P1,295,643 P899,787
16. Loans and Note Payable
f oans Payabia
The mavements in the loans payabla are summarized as follows:
2019 2018
Balance at beqinning af year P&E0,673,040 Pa56,E21,163
Availments oflean 857,071,000 9,287,000
Payments of principal {355,925,089] (205,429,114}
Balance at end of year P1,151,824.960 P&60 679,049

Interest on foans payable amounted to P7,331,220, PB.474,222 and P9,547,530 as at
December 31, 2013, 2018 and 2017, respectively. Interest on loans payable capitalized as part of real

estate inventories amounted to P84,554,325 and P33,396,279in 2019 and 2018, respectivaly.

The account is composed of the following:

—. 2019 2018
Payable within one year:
Philippine National Bank F350,000,000 F-
Philippina Bank of Communications 122,520,371 111,111,111
Maybank Philippines, Inc. = 154,308,213
Union Bank of the Philippines 5,206,859 3,762,535
RCBC Savings Bank 2.962,245 2,713,229
4B, 689,515 271,895,088
Fayahle after ohe yaar:
Philippine Bank of Communicaticns 654,295,652 304,355,555
Maybank Philippines, Inc. - 14,561,586
Meridian Assurance Corporation - 50,000,000
Union Bank of the Philippines 11,303,778 11,368,274
RCBC Savings Bank 5,536,015 8,497,546
671,135,445 388,732,961

P1,151,824,260

PE60,673,049

43
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Maybank Philippines, Inc. (Maybank|

In 2015, the Parent Company availed loans from Maybank with total principal amount of P75.51 million.
These loans bear 6% interest and are secured by certain accounts receivable of the Parent Company with
total carrying value of F11.9 million as at December 31, 2018 {zee Note 6).

In 2016, the Parent Company entered intc a loan and hold-out agreement with Maybank. In April 2016,
Maybank approved a P150 million credit line under which Lhe Parent Company drew down P8O million in
April 2016 and P?0 millien in May 2016. These |pans are payable three {3} years fram date of drawdown.
These loans bear 3.75% interest rate, payable monthly in arrears and secured by hold-out rights in faver of
Maybank over the time deposit covering the tatal amount of P150 million maintained by GPI in Mayhank
Ortigas Branch.

This loan has been fully paid as at December 31, 2015,

Meridian Assurance Corporation [MAC)

On July 29, 2016 and August 5, 2018, the Parent Company entered into an unregistered real estate mortgage
with Mendian Assurance Corparation. Loans from Meridian Assurance Corporation bear 12% interest and are
secured by unregistered mortgage on certain inventories of the Farent Company. The properties have a total
cost of PE3.67 million as at Decermnber 31, 2018,

This loan has been fully paid as at December 31, 2019.

Union Bank of the Phitippines (UBP)

In July 2016, the Parent Company availed car koans from Union Bank which bears 9.11% interest and is
payable in installment over sixty [60] manths. These loans are secured by certain transportation equipment
of the Group (see Note 12),

RCBC Savings Bank (RCBC)

In July 2017, the Parent Company availed car loans from RCBC Savings Bank which bear B.72% Interest and
are payable in installment owver slity {60} months. These loans are secured by certain transportation
equipment of the Group (see Note 12).

Philippine Bank of Communicatinns (PBCom)

In 2017, the Parent Company entered into a bridge funding agreement with PECom. PBCom appraved a PSOQ
million credit line under which the Parent Company drew down F500 million in September 2017. These loans
are payable within flve {5) years from date of drawdown. These loans bear 6% interest rate, payable
quarterly in arrears ang secured by certain condominium units and other properties mortgaged in favor of
FECom with total carrying amaunt of P2.1 billion as at Decermnber 31, 2019,

Philippine National Bank (PNB)

In 201%, the Parent Company availed working capital loans from Philippine Mational Bank with a total
principal amotnt of P800 million, of which P350 million are ouistanding as at December 31,2019 . These
loans bear an interest of 7.5% annually and payable within three {3) months subject to extension upan lapse
of the maturity date. Interest rates will then ba re-evaluated to conform with the current period’s rate. These
loans are secured by real estate properties with the carrying amount of P125.3 million. (See Note 7)

Note Payaiie

RCBC Savings Bank

In 2019, PP availed of a five-year nole payable amounting to P3,744,000 from a lecal bank to finance the
purchase of transportation equipment. The note carries interest at 11.04% per annum. The loan was abtained
in February 2019 and will mature in February 2024, Dulstanding balance of loan as at December 31, 2019
amounted to P3,261,341. As at December 31, 2019, the note payable - current portion amounted to
POGR, 955,
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Interest expense charged to profit orloss amounted to P324,801 in 2019.

17. RelatedPa rty Transactions

The details of relatad party transactions and balances are as follows:

As at and for the year ended
December31, 2019:

Safa of real astate inventorias
Principal Shareholder
Greaenhills Properties, nc.
Sale ofreal estata
imentories
Collections during the year
Gain on repossession of
asset

Outstarding
Transactions balanca Tarms and conditions
Sales of condominiurm units ta
related parties are based on the
effective price llst and terms
P - that would be available to third
parties. The receivables are
319,556,687 P125,756,734  securad with related units until
4,912,075 - full payment; and payable

Purchase of services
Subsidiary

Tektite Insurance Brokers, Inc.

menthly intwoe (2} years.

Purchase of services are
negotiated with related parties ona
cost-plus basis and are due 30 days

Purchasa of sarvicas 5,725,628 after the end of the month These
receivabigs are unsecured and bear
Payments during the year {5.725,628) = nointerest and settled in cash.
PRHC Property Managers, Inc.
Purchase of services -
Payments during the year 79,254) E
Advances Advances to subsidiaries and
Alexandra {USA), Inc., assoclates are unsecured, non-
Associate - 132,417,765 interestbearing and to be
Le Cheval Holdings, Inc., settledin cash.
Associate 19,955 122,248
Meridian Assurance Corp.
Associate - (543}
Lass: Allowance for
impairment loss B (66,808,745} [237,012,851)
Balance, net (66,788,791) 104,473,481
L oans pavable
Associate
Meridian Assurance Corp,
Payments during the year (50,000,000} = See Note 16.
Key management personnel Key management includes
Short-term benefits directors {executive and non-
Salaries and other short - execitive) and executive
term employee benefits 15,894,348 - officers. Short-term benefits
Termination banefits - - are payable monthiy and
Prawvizsion for retirement il B e S O
benefits/PVO 5,268,941 - pavable upon retirement
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As at and for the year ended
December 31, 2018

OQutstanding

Transactions balance

Terms and conditions

Sae of real estate imventories
Principal Shareholder
Graenhills Properties, Inc,
Sale of real estate
inventories
Collections during the year

P26, 440,748

(122.590,634] P165,312,421

Sales of condeminium units to
related parties are based onthe
price list in force and terms that
would be available to third
parties. The receivables are
secured; and payable monthly
In twe 12) years.

Sale of service
Principal Sharehalder
Greanhills Propertias, Inc.

Sales of services are negotiated
with rélated parties on a cost-
plus basis,

Managn?me LS 1,166,057 Thereceivables are due 30 days
Collections 11,108 057) - after every and of the month.,
The receivables are unsecured
and bear no interest.
Advances (Associates) Advances are unsecured, nan-
Alexandra {lI5A), Inc. - 132,417,765 interest bearing and settlad in
Le Cheval Heoldings. Inc. 21,058 102,293 cash.
Meridian Assurance
Carporation - (643}
l.ess: Allowance far
___impairment loss = 1132,417,765]
Balance, net 21,058 101,650
Loans payable
Principal Shareholder
Greenhills Properties, Inc.
Availment ofloan
_ Paymentsduringthe year 107,845,898 = See Note 16
Associate
Meridian Assurance Corg,
Avallment ofloan -
Fayrnents during the year - 52,000,000 SzaiMotals
Key managerment personneg! Kay management includas
Shart-tarm benefits directors (executive and non-
Salaries and other short- exacutive] and executive
term employee benefits 39,800,315 officers. Short-term benefits
Tetmination benafits are payable monthly and
Prawvision for retirement 5,638,264 termination benefits are
benefits/ PV payable upon retirement.
Management Services

The Group provides general managemant services and financial management and supervision over the
Janiterial and secuwrity servicas for the efficiant adrministration of the properties of GPI, the ultimate
parent company, and third parties, collectively referred herain as property owners. In consideration for
said services, the Group charges the property owners 2 fixed monthly amount, with a 10% escalation
rate annually. These management contracts are renewable for a period of two [2) to three {3) years
upan mutual sgreement of bath the Group and the property owners.

Advances to ffrom) related parties

The Parent Company’s substantial receivables from AUl an assaciate, which is intended to fund the
lztter's working capital requirement, represents nan-interest-bearing advances with no fixed termn with
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the option to convert to equity in case of increase in capital. Advances contributed by AUl's
stockholders were In accordance with the pereentage of ownership of the stockhelders in AU With the
imminant liquidation of AU, the receivables have been fully provided with an allowance since 2011.

18.

Retirement Benaflt Plans

The Parent Company and TIBl operate funded, non-contributory defined benefit retirement plans
covering substantially ail of their requtar employees. Tha plans are administered by local banks as trustes
and provide for @ lump-sum benefit payment upon retiremant. The benefits are based on the employees’
monthly salary at retirement date multiphed by years of credited service. No other post-retirement
banefits ars provided.

PPMI has an unfunded, noncontributory defined benefit retirement plan.

Through their defined benefit retirement plans, the Group is exposed to a numbar of risks, the most
significant of which are detailed below:

+  Asset voiatilify - Tha plan liabilities are calculated uzing a discount rate set with reference to
corporate bond yields; if plan assets underperfarm this yield, this will create a deficit.

o inflation risk - Sorne of the Group retirement abligations are linked to inflation, and higher inflation
Wi fead o higher liabilities lalthough, inmaost cases, caps on the level of inflationary incraases ars in
place to protect the plan against extreme inflation). The majority of the plans’ assets are either
unaffected by (fixed interest bands) or laosely comelated with {equities) inflation, meaning that an
increase in inflation will also increase the deficit.

The most recent actuarial valuations of plan #ssets and the present value of the defined benefit obligation
weré carried out by an independent actuary an Febriary 14, 2020 for tha year ended December 31, 2015.
The present values of the defined benefit obligations, the related current service costs and past service
casts were measured Jusing the Projected Unit Credit Method,

Key assumptions used for the Parent Company:

Valuation st
) N 2018 2018
Discountrate 5.00% 7.38%
Future salary increaase 4.0044 4.00%
Key assurmptions used for PPMI;
Valuation at
) 2019 2018
Discount rate 5.22% 7.53%
Future salary increase B.00% 6.00%
Key assumptions used for TIBI;
Valuation at N
2019 2018
Discount rate 3.90% 5.80%
_Future salary incresse 5.00% 5.00%

Assumptions regarding future mortality and disability are set based an actuarial advice in accordance
with published statistics and experience.
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The reconciliation of the present value of the defined benefit obligation (PYO) and the fair value of the
plan assets to the recognized liability presented as accrued retirement liability in the consolidated

statements of financial positionis as follows:

2013 2018
Present value of definad benefit obligation Par.327.557 P56,2359,1582
Fair value of plan assets 32,006 878 30,839,705
Recagnized liability P55,320.630 P£5,3595,477

The movements inthe present value of defined benefit obligation are shown below:

_ o 2019 2018
Llability at beginning of year P56,238,182 P56,460,438
Current service cost 7,574,157 9,524,942
Interest cost 3,542,455 3,233,966
Benafits paid (432,000) (395,000
Remeasuremeant osses |gains)
Changes based an experience 3,050,851 382,752
Changes in demographic assumptions - {3.622,874)
Changes in financial assumptions 17,352,912 {9,345 047)
Liabillty at ernd of yaar P87.327.537 P56,239,182
The moverments in the plan assets are shown below:
= 2018 2018
Fair value of plan assets at beginning of year P30,239,705 P25,549,393
Interest Incame 2.176,054 1,750,553
Contributions of the employers to the plans - 4,500,000
Remeasurarment loss
Return an plan assats, excluding ameounts included in
interest income {1,008,881) {960,246}
Fair value of plan assets at end of year P32,006,878 P30,8353,705

The Group expacts to contribute P11,141,%63 to the retirerment fund in 2019,

The major categary of plan assats as of December 31, 2019 and 2018 are as follows:

) 2019 2018
Cash and cash equivalents P22.942,530 P22.204,588
Equity instruments 9,064,548 8635117

B o P32,006,878 P30,8358,705

The retirement expense recognized in profit or loss consists of:

2018 2018 2017

Current service cast P7.574,137 P9,524,042 F7.632,425

Net interest on defined benefit liability 1,366,401 1,483,413 2,652,781
Past service cost - - -

Pa,940,538 P11,008,355 P9,885.206
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The retirerment expense Is recognized as part of employees’ benefits under operating expenses in the
consolidated statements of total comprahensive income.

The sensitlvity analysls of tha defined baneflt obligatlonis:

Increase Effect on defined

(decreasa) in banafit

basis points oblligation

Discount rate 1.00% iP5 368,360)
{1.00%) 10,066,518

Future salary increase 1.00% 10,295,978
{1.00%}) 18,690,097)

The above sensitivity analyses are based on changas in principal assumption while holding all other
assumnptions constant. In practice, this s unlikely to occur, and changes In some of the assurnptions
may be comelated. When calculating the sensitivity of the defined berefit obligation to significant
actuarizl assumptions the sarme methad (present value of the defined beneflt obligation calculated with
the projected unit credit methed at the end of the reporting period} has been applied as when
ealculating the retirament liability recognized in the consolidated statemants of financial position.

The BOD reviews the level of funding required for the retirement fund. This includes the asset-liability
matching (ALM] strategy and investmant risk management policy. The Group’s ALM objective is to
match maturities of the plan assets to the retirement benefit obligation as they fall due. The Group
menitars how the duration and expacted yield of the investments are matching the expected cash
outflows arising fram the retirement benefit obligation,

As of December 31, 20149, the weighted average duration of defined benefit obligation is 20.15 years
{2018:20.31 years).

19. Provisions and Contingancies

Parent Company

In 1998, the Parent Company sued Universal Lelsure Corporation {ULC for falling to pay the remaining
sales price of condominium units. ULC bought the penthouse unit located in the 34" floor of the West
Tower of the Philippine Stock Exchange Centre and 74 parking slots located at the Podium 3 Parking
Level of the West Tower under two Contracts to Sell. After paying the down payment, ULC refused to
pay the balance due in the principal sums of P32.5 million and P32 .4 millian., In February 2004, a decision
was rendered in favor of the defendant on the account that ULC is an assigres of recaivables of DMCI
Project Developars, In¢, [DMCI-PDI} and Universal Rightfield Praperty Holdings, Inc. [URPHI). These
receivables are allegedly owed by the Parent Company to DMCI-PDI and URPHI as a result of
cancellation of a joint venture agreement in 1996 entered inte by the Parent Company, DMCI-PDI and
URPHI. The Parent Company was ardered to either {i| deliver to ULC the titles of the condamfnlum units
and return to ULC, as assignee of defendants OMCIH and URPHI, the amount of P24.7 million or; {ii} to
return to ULC the amounts which have been pald including what have been deemed paid over the
penthouse unit and the parking spaces, and pay attorney's fees of PE00,000, The Parent Company
appealed the decision to the Court of Appeals which affirmed the trial court's decision with modification
that reducad the attorney’s fees from a total of P500,000 to P156.000. During 2011, the Parent
Company provided an allowance of P15,507,800 for accounts receivable that are deemed not
recoverabile from ULC. In December 2012, the Parent Company filed a mation for Reconsideration and
the same was denied. Thereafter, the Parent Company fiied a Petition far Review on Certiorari with the
Supremz Court where the matter resulted to smicable settlement and termination of legal
proceedings.

In October 2018, the Parent Company initiated discussions on amicable settlement with ULC offering
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the return of the amounts paid and deemed paid for the penthouse unit and the 74 parking slots in
exchange for getting back the sald preperties. The parties were able to execute a sattlerment
agreermnent on February 19, 2019, wherein the Parent Company will pay ULC a total amount of
F231,000,000, covering the return of the amcunts paid/deemed paid by ULC (for itself and as assignee
of DMCI-PDI and URPHI} for the penthouse unit located in the 34™ floor, West Tower of the Philippine
$tock Exchange Centre (formerly Tektite Towers) containing a floor area of 2,370 square meters and 74
parking slots located at the Padium 3 Parking Level of the West Tower of tha Philippine Stock Exchange
Centre which shall all be returned to the Parant Company, plus total legai fees of P150,000 (see Note
14).

With the settlement, ULC allowead the Parent Company to withdraw P13,808,073 from the joint account
set-up for the discontinued joint venture praject by and among the Company, DMCI-PDI and URPHI
Isee Note &), DMCI-PDI and URPHI contributed the funds in the joint vanture account. The Parent
Company had to reverse the sale transactions it previously bocked and reinstated the investment
properties returned at their cost of P180.62 mllllan [se= Note 11) and had to recognize a net lass anthe
settlement of PE2.07 million (see Note 28},

The Parent Compary is also a party to legal claims that arise in the ordinary course of business, the
outcome of which is not presently determinable. The Parent Company and its legal counsel, however,
belizve that final settlemant, if any, will not be material to the Parent Company’s financial results,

Subsidiaries
Certain subsidiarles are defendants or parties in various lawsults and clairms invelving civil and labor
cases. Intha opinion of the subsidiaries” management, these lawsuits and claims, if declded adversealy,
will hot involve sums having material effect on the subsidiaries’ finansial position or results of
operations.

Management believes that the final settlement, if any, of the foregoing lawsuits or claims would not
adversely affect the Group's financial position or results of operatians.

Accordingly, no provision has been made in the accounts for these lawsuits and claims,

20.

Management Fees

The Group provides genaral management sarvices and financial management and supervision ovar the
Janitorial and security services through PPML. In consideration for the said servicas, the Group charges
the property owners a fixed monthly amount with a 10% escalation rate annually. These managerment
carntracts are renewable for a period of two (2] to three (3] yaars upon mutusl agreement of beth PPMI
angd the property owners. The Greup 1s entitled to fixed reimbursermsnt of actual cost of the an-sita
staff. The total income from management fees amountad to P42.2 million, P34.0 million and P30.1
millionin 2019, 2018 and 2017, respectivefy.

21.

Commission

The Group’s cormmission income was derived from the following activities:

2019 2018 2017
Insurance brokerage P8, 727,141 F&,583,300 E5,650,633
Property management - S 1,259,460
Others - - 92,746 571,830
P5, 727,141 P5,676,026 P7.561,923
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22. InterastIincoma

The Group's interest income was derived from the following:

Note 2019 2018 2017

Sukblease 1z P10,405,93a19 P - P -
Trade recalvables & 2,484,558 1,020,842 B79,08B5
Cash and cash aquivalants I 1,211,762 2,407,445 512,426
Joint arrangament 1a . = 10,005,694
Cthers 595,589 152,517 117 RG69
P14,697,898 F3574,804 11,515,074

Interast income from jeint arrangement pertains to the agreed amount of interest due to the lste
rermittance of the quarterly payments as mentionedin Note 10,

23, Otherlncome

The acocount consists of

Note 2019 2018 2017

Gain on fair value adjustment of
investment properties F?

P546,695,730 P511,432,937 FP354,123,254

Gain on sublesse 139,125,678 - S
Gain onrepossession of assets 4,912,075 - -
(Gain onmaoney market
investiment 1,191,166 s =
Dividend income 5 716,722 626,337 400,915
Reversal of various payablas and
accruals 24,484 104,006,274 1.058,516
Reversal of allowanee for
impairment losses on
receivables & 490 38,141,717 -
Unrealized foreign exchange gain - 1,808,732 48,897
Miscellanaous 3,706,372 514,941 3,657,032
P&96,372,717 P661,531,938 P358, 288,714
24, CostofServices -
The account consists of,
Note 2019 2018 2017
Salaties, wages and other benefits P26,911,745 F27,803.914 P21,737,674
Condominium duas 11,117,177 9,247,509 14,291,435
Taras and licenses 10,304,355 €.172,262 5,520,127
Outside services 6,288,051 11,055,543 2,697,352
Utllities 4,238 935 2,892,057 2,254,456
Insurance and bond premiums 3,127,328 2,270,615 1,939,127
Repairs and malntenance 2,377,622 1,226,447 2,072,631
Commission 1,785,976 854,270 1,186,819
555, Pag-|BIG and other cantributicns 1,717,588 1,298,923 1,086,044

Forward
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Note 2019 2018 2017
Supplies and materials P1,182,353 P1,463,359 P927,596
Rental 546,385 663,572 516,937
Employees walfare 227,813 1,944,651 1,921,456
Depraciation and amortization
Property and equipmert 12 s 68,195 584,210
Investrnent properties I - = 10,949,120
Transportation and traval - 25,648 34,800
Others 2,375,49F 3.484,214 2,602,510
F72,201,825 P70,491,175 P70,322,494
25. General and Administrative Expenses
The account consists of:
MNole 2019 2018 2017
Marketing expense P164,028,6500 P194,616,220 F&B,524,655
Frevision for impairment [oss on
trade receivablas & a0,758 365 26,262,781 1,576,440
Salaries, wages, and benefits 74,824,822 61,310,140 57,015,644
Taxes and licenses 56,292,444 40,926,242 12,769,436
Professicnal fees 19,684,880 27,994,929 25,749,694
Provision for impawment loss on
property and equipment 1z 15,406,340 = o
Depraciation and armortization
Property and equipment 12 16,502,234 15,410,703 10,698,770
ROU Aszet 9,695,495 = -
Investrment properties 12 s = 4,083,075
55%, Pag-IBIG, Medicare and
other benafits 15,894,347 11,202,768 5,533,071
Transportation and travel 13,652,839 35,247 324 42,400,956
Prowision for retirament benefits 18 2,940,538 11.008,355 9,885,206
Insurance and bond premiums 24,488,329 11,108,663 ®,385,155
Condominium dues 5,692,247 11,826,084 3,012,019
Outside servicas 5,095,746 6,974,218 5,306,142
Utilities 2,161,708 2.459 768 2,421,130
Postage and communication 1,553,988 1,920,052 1,713,373
Representation and
entertainment 167.868 17,738,010 25,800,335
Supplies and materials 144,233 141,468 196,821
Repairs and maintenancs 140,291 144,552 132,638
Membership dues 108,850 = 2.600
Rant expense 86,844 - -
Corparate social responsibility 5,625 869,372 763,005
Imipairment loss an other assats - 16,637,343 -
Write-off of trade recebrables & - - 1,576,440
Misceliangous 9,016,653 14,742,204 11,012,328
p212,378.346 P50G6,541 946 PRIR.574,003

Miscellaneous expenses include P5E fees, tranings and seminars, donations and contributions, and

various petty expehzes,
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26&. Other Expenses

The account consists of:

= Note 2018 2018 2017
Foreign exchange loss P403.017 B P161,501
Bank charges 206,955 372,073 707,777
Lass on settlement of lawsuit 15 - 62,066,927 -
Loss on money market

investrment = 886,573 s
Loss on disposal of proparty
and equipment = 308,313 e
Othars 1,538 &9 1,424,301
P611,650 P&3,633,080 Pe.293,579
Others pertain to various Individually insignificant expenses.
27. Income Taxes ik
The components ofincome tax expanse are as follows:
- 2019 2014 2617
Current P18,780,222 F15,037,882 P5,808,783
Defarred 153,447,050 163,802,340 120,951,600
P212,227%,3512 P178,840,222 P129,790,383

Tha reconciliation of the provision for income tax expense computed at the statutory rate to the
provizian shown inthe consolldated statements of total comprehensive Income is as follows:

2019 2018 2017
Income kefare income tax P&§97,116,425 P5&d, 774,005 P39z 300,529
Income tax axpense 209,134,927 170,932,203 117,690,159
Additions to Ireductions inl income tax
resulting from the tax effects of:
Non-deductitle expenses 43 344 881 24,771,866 4,707,481
Impairment loss ontrade and other
receivables and advancas to
associates - 7.500,5598 =
Limit oh interest expense 132,600 126,229 58,425
Movement an unrecognized deferred tax
assets (38,547,350} (12,570,995} 13,340,628
Gain on changes in fair value of
investment praperty of a subsidiary {1.759,200) {248,400) (5,200.248)
Interest income subjected to final tax {3561.529) (329.723) {153,728}
Dividend income {215,017} (187,901} (120,274}
Reversal of accruals and payabies - {11,153,755} -
(3ain on sale of shares of stocks - - [5,761,794)
Unrealized gabn on trading invesiments - - [770,262)

P212,227,312

P178,840,222

P129,790,383
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The Group is subject to either the 30% reqular income tax ¢r 2% minimum corporate InNComea tax
(MCIT}, whichever is higher. The excess MCIT over the reqular income tax shall be carried forward and
applied against the regular income tax due far the next threa consecutive taxable years.

Tha details of the Group's MCIT are as follows:

Year Incurred  Expiry date Armount _ Applied Expired Balance
2019 2022 P430 P- P- F450
2018 2021 13,207,512 113,195,348] = 12,164
2017 2020 7.B17.71% (7.817,719| - -
2016 2019 6,979,694 6,979.694] - -

P28 005,415 {P27,982,761) P - P12.654
The details of the Group’s WOLCO are as follows:

Yearincurred  Expiry date Armount Applied Expirad Balance
2019 2022 P1E9,635 P- F- Pi69.635
2018 2021 2,908 501 O - 2,908,501
2017 2020 38,457 992 I37,129,988) S 1,328,004
2016 2019 27,238 477 (1,196,510} (26,041,967} -

P68, 774,705 (P38,326,4098) (P26,041,967)

F4,406,240

The camponents of the net deferred income tax assets and liabilities recognized by the Group are as

follows:
2019 2018
Tax Base Deferred Tax Tax Base Deferred Tax
Deferred tax assels;
Provision for retirement
benefits P53,686,693 F1E,106 008 F23,7E5 513 P7¥ 129,654
Deferrad rent income 41,552,793 12,465 A3 IBDS1.067 11,415,320
Impairment foss on
receivables 500,407 180,122 600,407 180,122
Urrealzed foreign
exchange loss 181,07 114,322 - -
Rent expense
derecagnized dua 1o
PFR5 16 1,859,500 557 B50 - -
98,080,466 23.424,140 62.4165,987 18,725,096
Defarred tax labilities:
Gain on fair value
ad|ustrment of
investiment properties 1,348,225,850 416,467 758 847,304,133 254,218,240
Gain on sukeasas 134,579,163 40,573,749 - s
Unrealized foreign
exchange gain 4912073 1,473,522 1.B78,733 L5683 620
Accrued rent receivable 248,343 74,503 21,833,700 6,550,110
1,527,565,43%9 458,389,632 871,106,566 261331970

{F1,429,884,973) (P423,965,492]  [PAOS 6B9,579) {P242,606,874)

The recognized deferred tax assets were from the Parant Company and PPMI,
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Tha Group's unrecognized deferred tax sssets pertain to the following:

2019 018
Tax Basa Craferrad Tax Tax Base Deferred Tax
Allowance for impairment loss
on receivables P336,360,047 P101.088,014 Pz1,082,642 pP&.324,792
Allowance for impairment loss
on investrnents in subsidiaries
and associates 15,918,197 5,975,459 19,918,196 5975 458
Met operating loss carry-over 1,835,663 550,699 66,958,338 20,087,501
Allowance for impairment |oss
on acvances 1o associates 19%.473 59,842 170,204,107 51,061,232
Accred retirament benefit
expense - -
MCIT 12,164 12,164 27789156 27,789,196
P358,925,544 P107 EBE.178 P305,552.479 F111.238,1280

The deferred tax assets have not been recognized in respect of the above items becausa it is not
probable that sufficiant future profit will be avallable against which the Company can utilize the benefits

there from,

28. Capital and Treasury Stock

Movernents in the Compary’s capital stock are as follows:

o 2019 2018 2017
Authorized
8,000, 000,000 common shares
at PO.50 par value P4,.000,000,000 P4,000,000,000  P4,000,000,000
Issued and outstanding
_3.535_.359.745 sharas N 1,844,434 873 1,844 434,873 1,844,434,873
Subscribad

1,314,711,262 thares
Subscriptions recetvable
Beginning balance

557,355,632

{157,592,0101

657,355,632

1157,592,010)

657,355 632

{157,592,010}

Collection 27,750 - -
495,791,572 494,763,622 499,763,622

Total Capital Stock 2,344,226,245 2.244,198,495 2,344,198 455 .
Additional paid-in capital 557014 317 557,014,317 557,014,317

P2,901,240,562

P2,901,212,812

F2801.212,812

Treasury stock

P110,049,633

P10%,712.439

F180,904,214
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29, Rosarves

This account consisis of:

= Note 2019 2018 2017
Appraoprlated retalned sarmings for:
Treasury stock acquisitions
Balance at beginning of year P10%9,712,439 PZ50,000C,000 P250,000,000
~ Movements during the year - {140,287 561) -
Balance at end of year 109,712,439 109,712,439 250,000,000
Revaluation on FYOCI
Balance at beginning of year {20,345,330) {24.132.038) 149,471,316}
Effect of adoption of PFRS 9 5 - 17,308,119 -
Disposal - 1,924,192 o
Mowvements during the year B (5,639,548) (15,449,604 25.339,278
Balance at end of vear (25,988,878) (26,349,330 {24,132,038]

Remeasuremeant loss an retirernent
benefit abligation
Balance at beginning of year
Mevernents during the year -

(22,660,995]

(30,798,439)

(23,248,754}

gross 5,307,938 11,624,918 (10,785,264}
Movements during the year - tax {19,594,388) [3.487,474] 3,235,579
Balance at end of year {37,347.445) {22.660,993] i30,798,439)

Cthers - 238,062 238,062
P45,376,118 F195,307,535

P65,940,178

The Parent Compary's appropriated retained sarnings amounting to F250,000,000 was allocated for
the Parent Company's treasury stock acquisitions. On May 29, 2018, the Board of Directors approved

the release of P140,287 5561 from the appropriated retained earnings.

30, Non-cantrolling Interest

- 2019 2018
LTC
January 1 P2,041917 P2,172,512
Shars In net loss (5,642} {130,595)
December 31 2,036,275 2,041,517
Share in reserves
Unrealized holding gain (loss) on valuation of FVOC
January 1 - {3.438.3112)
Disposal - 5,488,312
__Unrealized holding loss = =
December 31 - s
P2.036,275 P2.041,917
Forward
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31.

- 2018
Recon-X Energy Corporation
January 1 {P7,208,594} (P5,640,359)
Shara in ret loss (10,822,153} 11,568 235)
Cecember 31 (18,030,747) 17,208,594)

[P15,994,472] IP3,166,677)

Earnings_ Per Share
. 2019 2018 2017
Met income attributable ta equity holders
of PFarent Company P495,717.398 P392.632.613 P2E£4,2561.753
Welghted average no. of commen shares
issued and outstanding 4877907002  4,877,907.002 4,877,507.,002
Inzome par share P00 PO.OS P0.05

The weighted average number of common share s was computed as follows:

o ) 2019 2018 B 2017
Issued and outstanding shares 3,688,869,745 3.GB8,B69,745 1,688,663, 745
Subscribed shares 1,314,711,262 1,314,711,262 1,314,711.262
Treasury shares ] 1125,674,005) [125,674,005) (125,674,005}
Avarage number of shares 4,.877.907.002 4,877,907,002 4,877,907 002

The Group has no potential dilutive shares as at Dacarmber 31, 2019, 2018 and 2017

3z,

Significant Accounting Policies

Adoption of New and Revised Standards, Amendments to Standards and Interpretations

The accounting policies adopted in tha preparation of the separate financial statements are consistent
with those of the previous financial year, except for the adoption of the following new standards and
amended PFRS which became effective January 1, 2019. The following standards did not have a
significant effect an the financial statements unless otherwise stated.

* Amendments to PFRS 9, Prepayment Featiures with Negative Compensation. Under PFRS 9, a debt
instrument can be measured at amortized eost or at fair value through other comprahensive
Income, provided that the contractual cash flows are “solaly payments of principal and interast
{5PPl) on the principal amount outstanding’ {the $PPI criterion) and the instrumant is held within the
appropriate business model for that classification. The amendments ta PFRS 9 clarify that &
financial asset passes the SPFI criterion regardless of the event or clrcumstance that causes the
early termination of the contract and irrespective of which party pays of receives reasonable
compensation for the early termination of the contract. The amendments should be applied
retrospectively and are effective from January 1, 2015, with earfier application permitted.

* PFRS 16, Leases. PFRS 16 sets out the principles for the recognition, measuramant, presentation
and disclosure of leases and requires lessees to account for all leases under 3 single on-balance
sheet model similar to the accounting for finance leases under PAS 17, Leases. The standard
includes two recognition exemptions for lessees - leases of 'low-value' assets le.g., personal
computers) and short-term leases {i.e., leases with a lease term of 12 months or less), At the
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commencemeant date of a lease, alessee will recognize a liability to make lease payments (e, the
lease liability) and an asset representing the right to use the underlying asset during the lease term
(i.e., the right-of-use asset). Lessaes will be required to separately recognize the intarest expeanse
on the |ease liability and the depreciation expense on the right-of-use assat.

The Group adopted PFRS 16 using the modified retrospective method effactive
January 01, 2019 and has not restated comparative Information. The Company elected to apply the
method ta only those that were not completed at the date of initial recognition [see Mote 13)

Arnendments to PAS 19, Empioyee Bencfits, Fian Ameandment, Curtaffment or Settlernent. Tha
arnendments to PAS 19 address the accounting when a plan amendment, curtailment or settlernent
oceurs during a reporting petiod. The amendments specify that when a plan amendment,
curtailment or settlerment accurs during the annual reparting period, an entity [s required ta:

- Determing current service cost for the remainder of the period after the plan amendment,
curtaitment or settlement, using the actuarial assumptions used to remeasure the net defined
banafit liability lasset) reflecting the benefits offered under the plan and the plan assets after
that event.

- Determing net interest for the remainder of the period after the plan amendment, curtaiimant
or settlement using: the net defined benefit liability (asset! reflacting the banefits offered under
the plan and the plan assets after that event, and the discount rate used to remeasure that net
defined benefit liability {asset).

The amendments also clarify that an entity first determines any past service cost, or a gain or loss
on settlement, withcut considering the affect of the asset ceiling. This amount is recognized fn
profit or loss. An entity then detarmines the effect of the assat calling after the plan amendment,
curtailment or settlement. Any change in that effect, excluding amounts Included in the net
interest, is recognized in other comprahensive income.

Amendrmenits to PAS 28, Long-term Intarests in Associates and Joint Ventures. The amendments
clarify that an entity applies PFRS 3 to lang-term interests in an associate or jeint venture to which
the equity method is not applied but that, in substance, form part of the net investment in the
associate or joint venture llong-term interasts). This clarification is relevant bacause it implies that
the expected credit loss model in PFRS 9 applies to such long-term interests,

The arnendments also clarified that. in applying PFRS 3, an entity does not take account of any
losses of the associste or joint venture, or any Impairment losses on the net investment,
recognized as adjustmants to the net investment in the associate ar joint venture that arise from
applying PAS 28, Investments in Assaciates and Joint ventures,

Philipping Interpretation IFRIC-23, Uncertainty aver income Tax Treatments. The interpratation
addresses the accounting for income taxes when tax treatmants involve uncertainty that affacts
the application of PAS 12 and does not apply to taxes or levies outside the scope of PAS 12, nor
does it specifically include requirements relating to interest and penalties associated with uncertain
tax treatments.

The interpretation specifically addresses the following:

- Whether an entlty considers uncertain tax treatments separately

- The assumptions an entity makes about the examination of tax treatments by taxation
authorities

- How an entity determines taxable profit {tax ioss), tax bases, unused tax losses, unusad tax
credits and tax rates

- How anentity considers changes in facts and ¢lrcumstances
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An entity must determine whether to consider each uncertain tax treatment ssparately or together
with ahe or more other uncertain tax treatments. The appreach that better predicts the resolutlon
of the uncartainty should be followed.

o Annualimprovements to PFREs 2015-2017 Cycle

- Amandments to PFRS 3, Business Combinations, and PFRS 11, Joint Arrangemnents, Previpusly
Held Interest in a Joint Oparation. The amendmaents clarify that, when an entity obtains control
uf a busingss that is a joint operation, it appllas the requirements for a business combination
achieved in stages, including remeasuring previously held Interasts in the assets and liabilities
of the jeint operation at fair value. In deing so, the acquirer remeasures its entire previcusly
held intarest in the joint operation.

A party that participates in, but does not have joint control of, a jeint operation might obtain
joint control of the joint operation in which the activity of the joint operation constitutes a
businzss as defined In PFRS 3. The amendments clarify that the previously held interests in that
joirt oparatlon are not remeasured.

- Amendments te PAS 12, fncome Tax Consequences of Payments on Financial Instruments
Classified as Eguity. The amendments clarify that the ncome tax conseguences of dividends
are linked mare directly to past transactions or events that generated distributable profits than
to distributions to owners. Therefore, an antity recognizes the incame tax consequencas of
dividends in profit or tass, other comprehensive incorme or equity according to where the entity
originally recognized those past transactions or events,

- Amendments to PAS 23, Borrowing Costs, Borrowing Costs Eligible for Capitalization. Tha
amendments clarify that an antity treats as part of general borrowings any borrowing ariginally
made to develap a qualifying asset when substantisily all of the activities necessary to prepare
that asset for its intended yse or sale ara complate, However, the implementation of the said
amendment is deferred until December 31,2020 as per 5EC Memorandum circular no. 4.

FPhilippine Interpretations Committee Question and Answers (PIC O&A4As] Effective fanuary 1,2018

*+  PIC Q&A Mo, 2019-09, Accounting for Frepaid Rent or Rent Lisbiry Arising from Straight-fining
under PAS 17 on Transition ta PFRS 16 and the Related Deferrad Tax Effects PFRS 17

This Gb-# aims to provide guidance on the following:

- Howalessee should account forits transition from PAS 17 to PFRS 16 using the modified
retraspective approach. Spacifically, this alms to address how a lessee should, on
transition, sccount for any exlsting prepaid rent or rent liability arlsing from straight-lining
of an eperating lease urder PAS 17, and

- Howtoaccount for the related deferred tax effects ontransition from PAS 17 to
PFRS 18,

*=  PICQAA No. 2013-11, Determining the current portion ofan amortising loansieass kabiity
This Q&A aims to provide guidance on how to determine the current portion of an amaortizing
loan/lease liabllity for proper classification/presentation between current and nen-current in the
staterment of financial position.

= PIC Q&AMo. 2019-12, Doterminiag the fease term under PFRS 16, Leases

This Gr&A aims to provide guidance in determining the lease term under the new lease standard.
Such exercise may require significant judgment especially whan tha lease agreement contains an
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option to either extend or terminate the lease.

PIHC Q&A N, 2019-12, Defermining the fease term of fesses that are renawatie subject to mutal
agreament of the lessor and the lessee

This G&A is a supplement to PIC Q&A 2019-12, providing guidance on determining the lease term
under PFR% 18, This focuses onlease contracts that are renewable subject to mutual agreement of
the partias.

New Standard Effective January i, 2018 but Not Appiicable to the Groug

-

PFRS 17, fnswrance Comtracts

Effective beginming on or after fanuary 1, 2020

Amendments to PFRS 3, Defiaition of a2 Business, The amendrments to PFRS 3 clarify tha minimum
requirements to be a business, remove the assassment of 2 market participant's ability to replace
missing elerments, and narrow the definition of cutputs. The armendments alzo add guidance to
assess whether an acguired process is substantive and add illustrative examples. An optional falr
value concentration test is Introeduced which permits a2 simplified assessmert of whether an
acquired set of activities and assets is not a business.

An entity applies those amendments prospectively for annual reporting perlods beginning on or
after January 1, 2020, with earlier application permitted,

These amendments will apply on future business combinations of the Group.

Amendments 1o PAS 1, Fresentation of Financial Statements, arnd PAS 8, Accouniing Policies.
Changes in Accounting Estimates and Ervors, Defindtion of Material The amendments refine the
definition of material in PAS 1 and align the deflnitfons used across PFRSs and other
pronouncements. They are Intended to improve the understanding of the existing requirements
rather than to signiflcantly impact an entity's materiality Judgments.

An antity applies those amendments prospectively far annual reperting periods beginning on or
after Jaruary 1, 2020, with earfier application permitted.

The Groupis currénitly assessing the impact of adapting these amendments.

Defarred Effectivity

Amendments to PFRS 10, Consolidated Financial Statements, and PAS 28, Sale or Contripution of
Assets between an investor and its Associate or Joint Venture. The amendmerts address the
conflict between PFRS 10 and PAS 23 in dealing with the foss of cantrol of a subsidiary that is sold or
contributed to an associate or joint venture. The amendments clarify that a full gain or loss is
recognized when a transfar to an associate or joint venture involves a business as defined in PFRS 3,
Any gain or loss resulting from the sale or contribution of assets that doss not constitute a
business, howeaver, is recognized only to the extert of unrelated investors' interests in the
assaciate or jolnt verture,

O January 13, 2016, the Financlal Reporting Standards Council deferred the origingl effective date
of Janvary 1, 2016 of the said armendments until the International Accounting Standards Board
[IASB} completes its broader review of the research project on equity accounting that may result in
the sirnplification of accounting for such transactions and of other aspects of accounting for
associates and feind ventures.
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The Group is currently assessing the impact of adopting these amandments,

The accounting policies set out below have been applied consistently to all periods presented in the
separate financial statements excapt accounting palicy for leases,

Basis of Consalidation

The consolidated finangial statements incorporate the financial statermants of the Parent Company and
entities controlled by the Parent Company, the subsidiaries, up to December 31 each year. Details of
the subsidiarias are shown in Note 37,

The consclidated financial statements were prapared using uniform accounting policies for like
transactions and other events in gimilar circumstances. intar-company balances and transactions,
imcluding inter-company profits and unrealized profits and losses, are eliminatad.

Subsidiaries

Subsidiaries are all entities ovar which the Group has control. The Parent Company controls an entity
wher the Parent Company |s exposad to, or has rights to, varfable returns from its involvamant with the
entity and has the ability to affect those returns through its power over the entlty. Subsidiaries are fulky
consolidated from the date an which ¢antrol s transferred to the Parent Company. They are
deconsolidated from the date that control ceases.

On acquisition, the assets and lizbilities and contingent, lizbilities of a subsidiary are measured at their
fair valuas at the date of acquisition, Any excess of the cost of acquisition over the falr values of the
identifiable net assets acquired is recognized as gaodwill. Any deficiency of the cost of acquisition
belew the fair values of the identifiable net assets acquired |.&. discount on acquisition is credited to
profit and loss in the perlod of acquisition. The interest of minority shareholders s stated at the
mingrity’s proportion of the fair values of the assets and liabilities recognized. Subsequently, any losses
applicable to the minority interest in excess of the minority interest are allocsted against the interests
af the Parent Company.

Acquisitian-related costs are axpensed as incurred.

Changes in ownership interests in subsidiaries without change of controd

Transactions with non-controlling interests that do not result in loss of control are accounted for as
equily transactions - that is, as transactions with the owners in their capacity as owners, Far purchases
from nan-controliing interests, the diffarence between any consideration paid and the relevant share
acquired of the carrying value of net assets of the subsidiary is recorded in equity. Gaing or losses on
disposals to non-cantraling interests are also recorded in equity.

Aszocigtes ana joint ventures

An associate is an entlty over which the Parent Company is in a position to exercise slgnificant
influence, but not control or [aint contral, Ehrough participation in the finangial and operating policy
decizions of the investee.

A Jolnt arrangement is a contractual arrangement whareby two or more parties undertake an ecanamic
activity that is subject to jolnt control, and a joint venture |s a joint arrangement that involves the
establishment of a separate entity in which each venturer has an interest.

An investmant is accounted for using the equity method from the day it becomes an associate or joint
venture. The investment is initially recegnized at cost. On acquisition of investment. the excess of the
cost of investment over the investor's share in the net fair value of the investee's identfiable assets,
liabilities and contingent lsbilities is accounted for as goodwill and Inciuded in the carrying amount of
the investment and not amortized. Any excess of the investor's share of the net fair value of the
associata’s identifiable assets, liabilities and contingert liabilities over the cost of the investment is
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axncluded from the carrying amount of the investment, and is instead included as income in the
determination of the share in the earnings of the investaes,

Under the equity method, the investments in the invéstee companies ara carried in the consolidated
statements of financial position at cost plus post-acquisition changes in the Parent Company’s share in
the net assets of the investee coampanies, less any impairment lossas. The consolidated staterments of
total comprebensive income refiect the share of the results of the operations of the investee
companies. The Parent Company's share of post-acquisition mavements in the investee's equity
reserves is recognized directly in equity. Profits and losses resulting from transactions between the
Parent Compary and the investee companies are gliminated to the axtent of the interest in tha investes
companias 2nd for unrealized lozses to the axtent that there s no evidence of impalrment of the asset
transfarred. Dividends received are treated as a reduction ofthe carmying value of the investrment.

The Group discontinues applying the equity method when their investrments ininvestee companies are
reduced to zare. Accordingly, additional losses are not recognized unless the Group has guaranteed
<ertain obligations of the investee companies. When the investee companies subsequently report net
income, the Group will resume applying the equity method but only after its share of that nat income
equals the share of net lasses not recognized during the perled the equity method was suspended.

The reporting dates of the investes companies and the Group are identical and the investee companies’
accounting policies confarm to those used by the Group for like transactions and events in similar
circurnstances. Upon loss of significant influence over the associate, the Group measurss and
recognizes any rétaining investrnent at its fair value. Any difference betwesn the carrying amount of the
assotiate upon loss of significant influence and the falr value of the retaining investment and proceeds
frarm disposal is recognized in profit or lass,

Business Combination

Business combinations are accounted for using the acquisitiocn method. The cost of an acquisition is
measured as the aggregate of the consideration transferred, measyured at acquisition date fair value and
the amount of any non-controlling interest in the acquiree. For each business combinatlon, the acquirer
rmeasures the non-contralling interest in the acquiree at fair value of the acquirea's identifiable net
gsselts. Acquisition costs incurred are expensad and included in administrative expenses. When the
Group #cquires a business, it assesses the financial assets and liabilitles assumed for appropriate
tlassification and designation in accordance with the contractual terms, economic circumstancas and
pertinent conditions as at the acquisition date.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer's
previously held equity Interest in the acquiree is remeasured to fair value at the acquisition data through
profit orloss.

Any cortingent considération to be transferred by the acquirer will be recognized at fair value at the
acquisition date. Subsequent changes to the fair value of the contingent consideration which is deerned
Lo be an asset or liability will be recegnized in acrordance with PAS 39 gither in profit or loss or as a
change to other comprehensive income. If the contingent consideration is classified as equity, it should
not be rermeasured untit It is finally settled within equity.

Seagment [nformation

The Group's aperating segments are organized and managed separately according to the nature of the
products and services provided, with each segment representing a strategic business unlt that offers
different products and serves different markets. Financial information on operating segments is
presented in Note 37 to the financisl statements. The Chief Executive Officer [the chief operating
dacision maker] reviaws management reports on a2 reqular basis.

The measurement policles the Group used for sagment repotting under PFRS 8 are the same as those
used in the financial statements. There have been no ¢changes in the measurement mathods used to
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determine reported segment profit or loss from prior periods. All inter-segment transfers are carrled
cutat arm’s length prices.

Segment revenues, expenses and performance include sales and purchases between business
segments. Such safes and purchases are eliminated in consolidation,

For management purposes, the Group is currently organized into five business segmants. These
divisions are tha basis on which the Group reports its primary seqrnent formation.

The Group's principal business segments are as follows:

Sale of Real Estate and Leasing
Property Management
Ihsurance Brokerage

Holding Company

Traval Services

o a0 T

The Group's resources producing revenues are all located in the Philippines. Therefore, geographical
segrent information is not presented,

Cash and Cash Fguivalapts
Cash includes cash on hand and in banks and is stated at its face value. Cashin banks earns interest at

the prevailing interest rates. Cash equlvalents are short-term, highly liquid investments that are readily
corvertible to known amounts of cash with maturities of three [3) months or less from the date of
acquisition and that are subject to an insignificant risk of change in value.

Financial Assefs and Liabilitizs

Financiat Assots

Recogmition

Financial assets or a financial liability are recognized in the Group's consolidated financial statements
when the Group becomes a party to the contractual provisions of the instrument. In the case of a
regular way purchase or sale of financial assets, recognition is done using settlement date accounting.

Financial assets are recognized initially at Talr value of the consideration given (In case of an asset) or
raceived (in case of a liability). Transaction costs are included in the initial measurement of the Group's
financial assets, axcept for investments classified as at fair value through profit or loss. Subsequently,
financial aseatz are recognized either at fair value or at arnortized cost.

Classification

The Group classifies its financial assets, at intial recognition, in the following categories: financial
assets at amortized cost, financial assets at FVYOCI and financial assets at FVPL. The classification
depends on the business model of the Group for managing the financial assets and the contractual cash
flow characteristics of the financial assets.

Financial assets are not reclassified subsequent to initial recegnition uniess the Group changes its
busingss model for managing financtal assets in which case all affected financial assets are reclassified

anthe first day of the reporting period following the change in the business model.

Financiai Assets at Armortized Cost. A financial asset is measurad at amaortized cost if it meets both of
the following conditions and is not designated 25 at FYPL:

* s hald within a business model whose objective 15 to hold financial assets to collect contractual
cash flows; and
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»  jis contractual terms give rise an specified dates to cash flows that are solely payments of principal
and interest on the principal amount cutstanding.

After initial measuremant, the financial assets are subsequently measured at arnortized cost using the
effective interest methad, lest any allowance for impairment, Amortizad cost is calculated by taking
Into account any discourk or premium on acquisition, and feas that are an intagral part of the effective
intersst rate, Gains and lossas are recognized in profit or loss when the financial assets are raclessified
to FYPL, impaired or derecognized, as well as through the amaortization process.

The Group's cash and cash equivalents, trade and other recerables and advances to assaciates are
inciuded undar this category.

Financial Assets at FVOCT lequity instruments). Upon initial recognition, the Group can elect to classify
irrevorably its equity investrents as equity instruments designated at fair value through OCl when
thay meet the definition of equity under PAS 32, Financial Instruments: Presentation and are not held
for trading. The classiflcation is determined on aninstrument-by-instrument basis,

Gains and loszes on these financial assets are never recycled to prafit or loss. Dividends are recognized
as other income in the consolidated statement of total comprehensive income when tha right of
payment has been sstablished, except when the Group banefits from such proceeds as a recovery of
part of the rost of the financial asset, In which case, such gains are recorded in OL1, Equity Instruments
designated at fair value through OC! are not subject to impalrment assessment.

The Group's financial assets at fair value throogh OC! Includes investments in quoted and unquotad
equity instruments.

Financigl Assels at FVPL, Financial assets at FVPL include financial assets held for trading, financial
assets desigmated upon Initial recognition at fair value through profit or loss, or financial assets
mandatorily required to be measured gt fair value. Financial assets are classified as hald for trading if
they are acquired for the purpose of selling or repurchasing in the near term. Derivatives, including
separated embedded derivatives, are alsa classified as held for trading unless they are designated as
effective hedging instruments. Financial assets with cash flows that are not solely payments of principal
and interest are Classiflled and measured at fair value through profit or loss, irrespective of the business
model. Notwithstanding the criteria for debt instruments ta be classified at amortized cost or at fair
valua through OCI, as described above, debt instruments may be designated at fair value through profit
or loss oninitial recognition if daing so eliminates, or significantly raduces, an accounting mismatch.

Financizal assets at fair value through profit or [oss are carried in the consclidatad statements of financial
position at fair value with net changes In fair value recognized in profit or loss,

The Group's investments in equity instruments at FYPL are classified under this category,

Impairment

The Group recognizes an allowance for expected credit losses [ECLs] fur 2l debt instruments not held
at fair value through profit or loss. ECLs are based an the difference batween the contractual cash lows
due in accordance with the contract and 3!l the cash flows that the Group expects to recefve,
discounted at an approximation of the original effective interest rate. The expected cash flows will
include cash flows from the saie of collateral held or other credit enhancements that ara integral ta the
contractual terms.

Far trade receivables, the Group applies a simplified approach in calculating ECLs. Therefore, the Group
daes net track changes in credit risk, but instaad recognizes a loss allowance based on [fatime ECLz at
each reporting date. The Group has established a provision matrix for trade receivables and a vintage
analysis for trade receivables that is based on historical credit loss experfence, adjusted for forward-
lwoking factors specific to the debtors and the econamic environment.
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For other financial assets such as accrued raeceivable, racelvable from related parties and advances to
other companies, ECLs are recognized in two stages. For credit exposures for which thers has not been
a significant increase in credit risk since initial recognition, ECLs are provided for cradit losses that
result fram default events that are possible within the next 12-months {a 12-month ECL). For those
cradit exposures for which there has been a significant increase in credit risk since initiat recognition, a
loss allowance is required for credlt fosses expected over the remaining life of the exposure,
irrespective af the timing of the default {a lifetime ECL).

For cash and cash egquivalents, the Group applies the low credit risk simplification, The probabillty of
defsult and loss given defaults are publicly available and are considered to be low credit risk
investrmsnts. It is the Group's policy to measure ECLs an such instruments on a 12-month basis.
However, when there has been a significant increase in credit risk since orlgination, the allowance will be
based on the lifetime ECL. The Group uses the external independent ratings to determine whether the
dabt instrument has significantly increased in credit risk and to estimate ECLs,

The Group considers a debt investment security te have low cradit risk when its credit risk rating Is
equivalent to the globally understood definitian of Tnvestmant grade'.

The key inputs in the mode! Inclhide the Group's definition of default and Wstorical data of three years
for the origination, maturity date and default date. The Group considers trade recaivables in default
when contractual payment are 90 days past due, except for cartain ¢ircumstances when the reason for
being past dus is due to reconciliation with customers of payment records which are administrative in
nature which may extend the definition of default to 90 days and beyond. However, in cartain cases, the
Group may also consider a financial asset to be In default when Internal or axternal infarmation indicates
that the Group is unlikely to receive the cutstanding contractial amounts in full before taking into
account any credit enhancaments held by the Group.

Determining the stage for impairmeant

At each reporting date, the Group assesses whether thare has been a significant Increase in credit risk
for financial assets since initial recognition by cernparing the risk of default occurring over the expected
Ife between the reporting date and the date of initial recognition. The Group considers reasonable and
supportable information that is relevant and available without undue cost or effort for this purpose, This
includes quantitative and qualitative inforrnation and forward-looking analysis.

The Group considers that there has been a significant increase in credit risk when contractual payments
arermore than 90 days past due.

An exposure will migrate through the ECL stages sz asset quality deteriorates. If, In @ subsequent
period, asset quality improves and also reverses any previously assessed significant \ncrease in credit
risk since originatian, then the less allowance measurement reverts from lifetime FCL ta 12- months
ECL.

Derecognition
A financial assat {or, where applicable a part of a financlal asset ar part of a group of similar financial
assetsl is primarily derecognized when:

= The nght to receive cash flows from tha asset has expired; or

* The Group has transferred its righis to receive cash flows from the asset or has assumead an
obligation to pay them in full without material delay to a third party under a2 “pass-through”
arrangernent; and efther: (a) has transferred substantially all the risks and rewards of the asset; or
{b) has neither tramsferred nor retained substantially alt the risks and rewards of the asset, but bas
transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or bes entered inte a
pass-through arrangement, it evaluates i and to what extent it has retained the risks and rewards of
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ownership. When it has neither transferred nor retained substantially all the risks and rewards of the
asset nor transferred control of the asset, the Group continues to recognize the transferred asset to
the extent of the Group's continuing Imvelvement. In that case, the Group also recognizes the
associated liability. The transferred asset and the assoclated liability are measured on the basis that
reflacts the rights and obligetions that the Group has retained.

Continuing invalvement that takes the form of a guarantee over the transferred asset |s measured at
tha lower afthe griginal carrying amount of the asset and the maximum ameunt of considerstion that
the Group is required ta rapay.

Financiaf kabififres

Indtiat recognition and measurement

Financial liablfities ara classified, at initial recognition, as financial lNabilities at fair value through profit or
loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in an
effective hedge, as appropriate.

All financial liabllitles are recognized initlally at fair value and, [n the case of loans and borrowings and
payables, net of directly attributable transaction costs.

The Greup's financial liabilities include trade and other payables lexcept for payables to governmant),
other nan-current liabilities and loans payable,

Subseguent measurenenmt
The measurement of financlat liabilities depends on their classification, as described balow:

Financial fabifities at fair value throwgh profit or loss
Financlal liabilities at fair value through profit or loss \nclude financial lizbilities held for trading and
financial liabilities designated upon |nitial recognition as at fair value through profit or foss.

Financial liabifities are classified as held for trading if they are incurred for tha purpose of repurchasing in
the near term. This category alsa includes derivative financial Instruments anterad into by the Group
that are not designated as hedging instruments in hedge relationships as defined by PFRS 9, Separataed
eimbedded derlvatives are also classified a=s held for trading unless they are designated as effective
hedging instrurnents.

Gains or losses on habilities held for trading are recognized in the consolidated statements of total
comprehensive income.

Financial liabilities desfgrated upon initial recagnition at fair value through profit or loss are designated
at the initial date of recognition, and only if the criteria in PFRS 9 are zatisfied. The Group has not
designated any financial liability as at fair value through profit or loss,

Loans ard borrowings

After initial recognition, interest-bearing |oans and borrowings are subseguently measured at
amortized cost using the EIR methed. Gains and lossas are recognized in profit or loss when the
liabilities are derecognized as wel as through the EIR amertization pracess.

Amortized cost is calculated by taking into account any discaunt ar prermium on acquisition and fees or
costs that are an Integral part of the EIR. The EIR amaortization is included as finance costs In the
staternent of profit or loss,

This category generally applies to loans payable.
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Darecognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or
expires. When sn existing financial lability is replaced by another from the same lender on substantially
differant terms, or the terms of an existing Hablity are substantially medified, such an exchanga or
madification is treated as tha deracognition of the original kability and the recognition of a new liability.
The difference in the respective carrying ameunts is recognized in the consolidated statement of
income,

Ciffsetting Financial [nstruments

Financiat assets and financlal liabilities are offset and tha net amount fs reported in the cons¢lidated
statements of financial position if, and only if, there is & currently enforceable legal right to offset the
recognized amaunts and there is an intention to setile on a net basls, or to realize the assets and settle
the liabilities simultanecusly.

Prepayments
Prepayments represent expenses not yet incurred but already paid in cash. Prepayments are initially

recorded ac assets and measured at the smount of cash pald. Subsequently, these are charged to
income as they are consumed In eperations or expire with the passage of Lirne,

Frepaymants are classified in the consolidated statements of financial pesition as current asset when
the cost of goods or services related to the prepayment are expectad to be incurred within oné (1} year
ar the Greup's normal operating cycle, whichever is longer, Otherwise, prepayments are classified as
not~current assets.

Real Estate Inventories

Property acquired or being developed for sale in the ordinary course of business, rather than to be hald
far rental or capital appreciatian, is held as inventory and is measured at the lower of cost and net
raalizable value,

Cost includes amounts paid to contractors for construction, borrowing costs, planning and design
costs, costs of site praparation, professional fees, property transfer taxes, construction overheads and
ather related costs.

Net realizable value is the estimated selling price in the ordinary courze of tha business, based on
market prices at the raporting date, less costs to complete and the estimated costs ta sell

The cost of inventory recegnized in profit or loss on disposal is determined with reference to the
specific costs curred on the property sold and an allocation of any non-spacific costs basad on the
relative size of the property sold.

The provision account, if any, is reviewad on a monthly basis to reflact the reasonable valuation of the
Group's inventories. Inventory iterns identified to be no longer recoverable |s written-off and charged
as expense for the period.

Real estate hald for development is measured at lower of cost and NRY, Expenditures for development
and improvements of land are capitalized as part of the cost of the land. Directly identifiable borrowing
costs are capitalized while the developrment and construction is in progress.

Property and Equipmeant

Froperty and equipment are initially measured at cost which consists of its purchase price and costs
directly attributable to bringing the asset to (ks working condition for its intended use and are
subsequently measured at cost less any accumulated depreciatfon, amortization and impalrment
losses, if any,

ANNUAL REPORT 2019



68

PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES T THE CONSOLIDATED FINANCIAL STATEMENTS

Subsequent expanditures relating to an itemn of property and equiprment that have already been
recoghized are added to the carrying amount of the asset when it |s probable that future economic
benefits, in excess of the originally assessed standard of performance of the existing asset, wilk flow to
the Group. All other subsequent expenditures are recognized as expensas in the period in which those
argincurred.

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

Mumber of years

Building 25
Building improvements 5to 10
Offlce furniture, fixtures and equipment 3to 10
Transportation and other equiprment 3

The aszets' residual values, estimated useful lives and depreciation and amortization methods are
reviewed pericdically t¢ ensure that the amounts, periods and methods of depreciation and
amortization are consistent with the expacted pattern of economic benefits from itemns of property and
equipment.

Fully depreciated assets are retained in the accounts until they ara no langer in use and no further
charge for depraciation is made in respect of those assets.

Darecognition

An itermn of property and equiprment is derecognized upan disposal or whan no future economic benefits
are expected from [Ls use or disposal at which time, the cost and thelr ralated accumulated depreciation
are removed from the accounts. Gain or loss arising on the disposal or retirement of an assat s
determined as the difference between the sales procaeds and the carrying amount of the asset and is
recognized in profit or loss,

Investment Praperties

Investment properties comprised completed property and property under development or re-
development that are held to earn rentals or capital appreciation or both and that are not occuplad by
the Group. Investment property is Initfally measured at cost incurred In acquiring the asset and
subsequently stated at fair value. Revaluations are made with sufficient reqularity by external
independant appraisers to ensure that the carrying amount does not differ materially frarm that which
would be determined using fair value at the end of the period. Tha external independent appralser uses
sales comparison approach in arriving at the value of the properties. In this approach, the vaiue of the
properties is based on sales and listings of comparable properties. This is done by adjusting, the
differences betwasn the subject property and those sctual sales and listings regarded as comparable.
Tha praperties used as basas of comparisan are sttuated within the immediate wicinity or at different
flowr levels of the same bullding, Comparlson would be premised on factors such as lacation, size and
physical attributes, selling terms, facilltias offered and time element,

A gain or toss arising from a change in the falr value of investment property is recagnized in profit or loss
for the period in which it arises.

Atransfar is made to investment property when there Is a changa in use, evidenced by ending of cwner-
occupation, commencement of an cperating lease to another party or ending of construction or
development. A transfer is made from investment praperty when and only when there is a change in
use, evidenced by commencement of cwner-occupation or commencerment of development with a
vlew to sale. A transfer between investmant property. owner-sccupied property and inventory does
not change the carrying amount of the property transferred ner does it change the cost of that
property for measuremeant or disclosure purposes,
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Deracognition

Investrent properties are derecognized when either they have been disposed of, or when the
invastmeant property is permanently withdrawr from use and no future economic benefit is expected
from s disposal. Any gain or loss enthe retirement or disposal of an Investtnent property is recognized
in the consolidatad staternents of total comprehensive income in the year of retirement or disposal.

Impairment of Mon-financisl Assets

At each reporting data, the Group assesses whether there is any indication that any of its non-financial
assets may have suffered an impairment lass. If any such indication exists, the recoverable amount of
the asset is estimated in order to detarmine the extent of the impairmeant o ss.

The recoverabla amount of the non-flnancial asset is the higher of falr value less costs of disposal and
value-in-use, In assessing value-in-use, the estimated future cash lows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
maoney and the risks specific to the asset for which the estimates of future cash flows have not beaen
adjusted.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An impairment loss is recognized as an
expansa,

When an impairment loss reverses subsequently, the carrying amount of the asset is increased to the
revised estimate of its recoverabla amount, so that the increased carrying amount does not exceed the
carrying amount that would have bean determined had ne impairment loss baen recognized In prior
yvears. Areversal of an impairment loss is recognized in profit oricss,

Falr Value Measurament
Fair value |s the price that would be received ta sall an asset or paid to transfer allability In an ordinary
transaction between participants at measurernent date.

The fair valug of a non-financial asset is measured based onits highest and best use, The asset's current
use Is presumed to beits highest and best use,

The fair value of financial and non-financial liabilities takes into account non-performance risk, which is
the risk that the entity will not fulflll an obligation.

The Group measures fair values uging the fellowing fair value hlararchy that reflacts the significance of
the inputs used inmaking the measurements:

* Level 1: Quoted prices (unadjusted) in active markats for identical assets or liabilities;

» Level 2: Imputs other than quoted prices ncluded within Level 1 that are observable for the asset or
liability, either directly or indirectly; and

e Level 3 Inputs for the asset orliability that are not based on obssarvable markat data.

Equity

An equity instrument is any contract that evidences a residual interest in the assets of the Parent
Company after deducting all of its [fabilities. Distribution to the Parent Company's shareholders is
recognized as a liability in the Group's consolidated financial statements in the period in which the
dividends are approved by the Parent Company's Board of Directors.
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Capital stock

Capital stock is classified as equity when there is no obligation to the transfer of cash or other assets.
Incremental costs directly attributable to the issue of new shares or aptions are shown In equity as a
deduction from the proceeds, nat oftax,

Additionat paid-in capitat
Additianal paid-in capital pertains to premium paid over the par value of shares.

Reatained earnings [deficit)

Retained earnings [deficit} include all the accurmulated income (loss) of the Group, dividends declared
and share issuance costs. Retained earmings is net of amount offset from additional pald-in capital
arising from the quas/-regrganization.

Treasury stock

The Parent Company’s equity instruments which are reacquired (treasury shares) are recognized at
rast and deducted from equity. No gain of loss is recognized in the consolidated staternents of total
comprehensive income on the purchasa, sale, issue of cancellation of the Parent Carmpany's own equity
mstrumants. Any difference between the carryving amount and the consideration, if reissuad, is
recognized in additlonal paid-in capital. Voting rights related to treasury shares are nullified for the
Group and no dividends are allorated to thern respectvely. When the shares are retired, the capital
stock account is reduced by its par value and the excess of cost nwer par value upon retirement ls
debited to additional paid-in capital when the shares were issued and to retalnad earnings for the
rernaining balance,

Employes Benefits

Short-term benefits

The Group recognizes a liability net of amounts already paid and an expenssa for services rendered by
emnployees during the accounting peried. Short-term benefits given by the Group to its employess
Include salaries ahd wages, soclal security contributions, short-term compensated absences, bonuses
and non-monetary benefits,

Fost-employment benafits

Tha Group's net obligation in respect of its daflned benefit plan is calculated by estimating the
amount of the future benefit that employees have garned in the current and prior periods, discounting
that amaunt and deducting the fair value of any plan assets.

The calculation of the defined beneflt obligation (DB is performed on a periodic basis by a qualified
actuary using the projected unit credit method. Whan the calcoiation results in a potential asset for
the Group, the recognized asset is limited to the presant value of econamic benefits avaitable ir the
form of any future refunds from the plan or reductions in future contributions to the plan.

Ramaasurements of the net defined benefit liability, which comprise actuarizl gains and lasses, the
return an plan assets lexcluding interest}and the effect of the asset ceiling lif any, excluding interest),
are recognized immediately in GCl. The Group determines the net interest expensa lincomel on the
net defined banefit liakility [asset) for the peried by applying the discount rate used to measure the
DB at the beginning of the annual period to the then net daefined beneflt labifity lasset), taking into
accaunt any changes in the net defined liability {asset} during tha pariod as a result of cantributions
and benefit payments, Net interast expensea and othar expenses related to the defined benafit plan
are recognized in profit or loss,

When the benefits of a plan are ¢hanged or when a plan is curtailed, the resulting change in benafit
that relates to past service or the gain or loss on curtailment is recognized immadiately in profit or
loss.
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The Group recognizes gaing and losses on the settlemant of & defined benefit plan when the
settlement ocours,

Revenue Recognition

Revenue from contracts with customers

Rewvenye from real ostate sales

The Parent Company primarily derives its real estate revenue from the sale of vertical real estate
projects. Revenus from contracts with customers is recergnized when control of the goods or sarvices
are transferred to the customer at an amount that reflects the consideration to which the Parent
Company expects to be entitled in exchange for those goods or services,

The dig¢losures of significant aceounting judgements, estimates and assumptions relating to revenue
from contracts with customers are providad in Nota 33,

Tha Parent Comparny derives its real estate revenus from sale of condominiurm units. Revenue from
the sale of thesa real estats projects under pre-completion stage are recognized over time during the
constructiaon peried (or percentage of completion) since based on the terms and conditions of its
contract with the buyers, the Parent Company's performance does not create an asset with an
altermative use and the Parent Company hzs an anforcesble right to payment for perfermance
completed to date,

In measuring the progress of its performance gbligation over time, the Parent Company uses the
oltput method. The Parent Company recognizes revenue on the basfs of direct measurements of the
value to customers of the goods or services transferred to date, relative to the remaining goods or
services promised under the contract. Progress is measurad using survey of perfarmance completed
to date. This is based on the monthly projact accemplishment report prepared by the third-party
surveyor as approved by the construction manager which integrates the surveys of performance to
date of the construction activities for both sub-contracted and those that are fulfiled by the
developer itself.

Revenue from sakes of completed real estate projects is accounted for using the full accrual method.

Any excess of collactions over the recognized receivabies are included in the "Depaosits and other
current liabilitles” account 1 the llabilities secticn of the consolidated statements of financial
pasition.

If any of the criteria under the full accrual or percentage-of-complation method is not met, the
deposit methed is applied until all the canditions for recording a sale are met. Pending recognition of
sale, cash received fram buyers are presented under the “Deposits and other current liabilities”
account in the liabilities section of the consolidated statements of financial position,

The Group also derives its revenus fram management fee, commission, rental and interast Income for
which the Group assessed that there is only one perfarmance obligation. Revenue from contracts
with customers is recognized at a point in tirme when control of the goods gr services are transferred
to the customer at an amount that reflects the consideration to which the Group expacts to be
entitled in exchange for those goods or services.

Management foe

Mansgement fee is recognized when the related services have been performed In accordance with tha
terms and conditions of the managerment agreement and applicable policies.
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Comemission income

Cormnmisslon income is recognized when the real estate brokering services have been performed in
accordance with the terms and conditions of the agresment, commissian scheme and applicable
policies. Commission income recognized is the amount samed as an agent and excludes amounts
collected on behalf of the principal.

frterest income

Interest income is accrued on a time propartion basis by referentce to the principal outstanding and at
the effective interest rate applicable, which is the rate that discounts astimated future cash receipts
through the expected Efe of the financlal asset to that asset’'s net carrying amount.

Rartal incorme

Rent income fram operating leases is recagnized as income on a straight-line basis over the term of
the relevant lease. Benefits receivad and receivable as an incentive to entar into an operating lease are
also spread on a straight-line basis over the lease term.

Miscelfaneous income
Miscellaneous income is recognized when earned.

Cost recogrition from real estata sales

Cast of real estate sales is recognized censistent with the revenue recognition method applied and is
determined with reference to the specific, including estimated costs, on the property allocated to
sold area. Cost of residentlal and commercial lots and units sold before the completion of the
development is determined on the basis of the acquisition cost of the land plus its full development
costs, which includa estimated costs for future development werks, as determined by the Parant
Company's in-housze technlcal staff,

Estimated development costs include direct land development, shared devefopment cost, building
cost, external development cost, professional fees, pest construction, contingency, miscellaneous
and saciglized housing. Miscellanecus costs inclurde payrments such as permits and licenses, business
parmits, development charges and claims from third parties which are attributable to the praject,
Contingancy includes fund reserved for unforeseen expenses and/ or cost adjustments. Rewsions in
estimated development costs braught abaut by increases in projected costs in excess of the original
budgeted amounts are considered as special budget appropriations that are approved by
managemant and are made to form part ¢f total project costs on a prospective basis and allocatad
between costs of sales and resl estate inventories.

Cost and Fxpense Recognition

Costs and expenses are recognized in profit or loss when 2 decrease in future economic benefit related
to a decrease in an asset or an increass in a liability kas arisen that can be measured reliably. Casts and
expenses ara recognized in profit of loss on the basis of: (i} 2 direct association batween the costs
incurred and the sarning of specific items of income: {ii| systematic and rational allocation procedures
when gconomic benefits are expected to arise over several accounting periods and the association with
incorne can only be broadly or Indirectly determined; or (i) immediately when an expenditure produces
no future ecanomic benafits ar when, and ta the axtent that, future economic benefits do not qualify or
cease to qualify for recognition in the consolidated statements of financial position as an asset.

Cost and expenses in the consolidated statements of total comprehensive income are presentad using
the function of expense method. General and adminlstrative expenses are costs attributable to gareral,
administrative and ather business activities of the Graup,

Borrowing Costs

Borrowing costs directly attributable to the acquisition or construction of an ssset that necessarily
takes a substantlal period of tima to get ready for its intended use or sale are capltalized as part of the
cost of the respective assets, All other borrowing costs are expensed in the period in which they were
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incurred. Barrowing costs consist of interest and other costs that an entity incurs in connection with
the borrowing of funds.

Borrowing costs are capitalized from the commencemant of the development work unti! the date of
practical carmpletion. The capitalization of borrowing costs is suspended if there ara prolonged periods
when development activity is interrupted. [f the carrying amount of the asset exceeds its recoverabla
amount, animpairrmeant loss isrecorded.

Leases

The Group has applied PFRS 1€ using the modifiad retrospective approach and therefore comparative
infarenation has not been restated and is presented under PAS 17, The details of accounting policies
under both PAS 17 and IFRS 16 are prasented separately below,

Policies effective 1 January 2019

The Group as Lesses
The Group assesses whether a contract is or contains a lease, at inception of the contract. The Groug

recognizes a right-of-use asset and a corresponding lease liability with respect to all lease
arrangements in which it is the lessee, except for short-term leases (defined as leases with aleass term
of 12 months or less} and |eases of low value assets [such as tablets and personal computers, small
tems of office furniture and telephones). For these leases, the Group recognizes the lease paymants ag
an operating expensé on a straight -line basis over the term of the lease unlass another systermnatic basis
is mora repréasentative of the time pattern in which econemic banefits from the leased assets are
cotsumed.

The lease liability is Inftially measured at the present value of the lease payments that are not paid at the
commencament date, discounted by using the rate implicit in the lease. If this rate cannot be readily
detarmingd, the lessee uses its incre mental borrowing rate.

Lease payments included in the measurement of the lease liability carnprise:

* Fixad Jease payments lincluding in-substance fixed payments), less any lease incentives
receivable;

* Varfable lease payments that depend on an Index or rate, initially measured using the Index or
rate at the cormmencemant date;
The amount expected to be payable by tha lessee under residual valus quarantees;
The exercise price of purchase aptions, if the lessee is reasonably certain to exercise the
aptions; and

e Payments of penalties for terminating the lease, if the lease term reflects the exercise of an
option te terminata the lease.

The lease hability is presented as a separate line in the separate staterment of financial position.

The lease lability is subsequently measured by increasing the carrying amount to reflect interest on the
lease liability (using the effective interest mathod) and by reducing the carrying armount to reflect the
lease payments made.

The Group remeasures the lease llability (and makes a corresponding adjustment to the relatad right-
of-use asset) whenever:

¢  Thelease term has changed or there is a significant event or change In ¢ircumstances resulting

in a change in the assesement of exercise of a purchase eption, in which case the lease liability is
remeasured by discounting the revized lease payments using a revised discount rate.
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¢  The [ease payments change due to changesin an index or rate or a change in expactad payment
under a guaranteed residual value, in which cases the lease liabilty is remeasured by
discounting the revised lease payments using an unchanged discount rate lunless the lease
payments change is due to a change in a floating Interest rate, in which case a revised discount
rateis used).

+  Aleasa contract is medified and the lease modification is not accounted for as a separate lease,
in which case the lease liability is remeasured based on the lease term of the modified lease by
discounting the revised lease payments using a revised discount rate at the effective date of
the modification.

The Group did not make any such adjustments during the periods presented.

The right-of-use assets comprise the initial measurament of the corresponding lease lability, lease
payments made at or before the commencement day, less any lease incentives received and any initial
direct costs, They are subsequently measured at cost less accumulated deprecigtion and impalrmant
losses.

Whenaver tha Group incurs an obligation for costs to dismantle and remave a leased asset, restore tha
site am which it is located or restare the underlying asset to the condition required by the terms and
conditions of the lease, a provision |s recognized and measurad under PAS 37, To the extent that the
costs relate to a right-of-use asset, the costs are included in the related right-of-use asset, unless
those costs are incurred to produce inventories.

Right-of-use assets are depreclated aver the shorter period of lease term and useful lifs of the
underlying asset. If a lzase transfers awnership of the underylng asset or the cost of the right-of-use
asset reflects that the Group expects to exercise a purchase option, tha related right-of-use asset is
depreciated over the useful life of the underlying assat. The depreclation starts at the cormmmencerment
date of the lease.

The right-of-use assets are presented as 4 separate line in the separate staternent of financial position.
The Group applles PAS 36 to determine whethar a right-of-use asset is impairad and accounts for any
identified impairment loss as described inthe Property and Equipment’ policy.

The Group as lessar

The Group enters into lease agreements as s lessorwith respect to some of its investmant propertiss,
Leases for which tha Group is a lessor are classifled as finance or operating leases. Whenever the terms
of the leasa transfer substantially all the risks and rewards of ownership to the lessee, the contract is
classified as a finance lease. All other leases are classified as operating leases.

Rental income from operating leases is recognized on a straight-lina basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognized an a straight-line basis over the lease terrm.

When a contract includes lease and non-lease companents, the Group applies PFRS 15 to allocate the
consideration under the contract to sach component.

Poficies effective prior fo 1 January 2013
Leazes

Group as lessee

Leases where the lessor retaing substantlally all the risks and benefits of ownership of the asset are
classified as operating leases, Fixed lease payments are recognized as an expense in the separate
ctaterngnts of total carmprehensive income on a straight-line basis while the varfable rent is recognized
as an expense based on terms of the lease contract.

PHILIPPINE REALTY AND HOLDINGS CORPORATION



75

PHILIFPINE REALTY AND HOLDRINGS CORPORATION AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Group as Lessor

Leases where the Group does not transfer substantially all the risk and benefits of ownarship of the
sssets are classified as operating leases. Lease payments received are recognized as an income in the
separate staternents of total comprehensive income on a straight-line basis aver the lease terrn. Initial
diraect costs incurred In nagotiating operating leases are added to the carrying amount of the [eased
asset and recognized over the tease term on the same basis as the rental income. Contingent rents are
recognized as revenue in the parigd In which they are earned.

Foralan Currency Transactions and Translation

Transactions in currencies other than Philippine peso are recarded st the rates of exchange prevailing
on the dates of the transactions. At each reporting date, monetary assats and liabilities that are
denominated n foreign currencies are restated at the rates prevailing on the reporting data. MNon-
manatary assets and Habilities that are measured in terms of historical cost in a foreign currency are not
retranslated. Exchange gains or lpsses arising from forelgn exchange transactions are credited to or
charged against aperaticons for the year.

Income Tax

Incorme tax expense for the year comprisas current and deferred tax, 'ncome tax is recognized in profit
or loss, except to the extent that it relates to tems recognized in other comprehensive mcome or
directly in equity. In this case the tax s also recognized in other comprehensive income or directly in
equity, respectively.

The current income tax expense is calculated on the basis of the tax laws enacted at the reporting date.
Management parfodically evaluates positions in income tax returns with respect to situations in which
applicable tax regulation is subjact ta interpretation. It establishes provisions where appropriate on the
basis of amounts expected to be paid to the tax authorities.

Deferred income tax is recognized on temporary difference arising betwesn the tax bases of assets and
liabilities and their carrying amounts in the consclidated financial statements. However, deferred
income tax is not accountad for if it arises from initial recognition of an asset or liability in a transaction
other than a business combination that at the time of the transaction affects neither accounting nor
taxable profit or loss. Defarred income tax is determined using tax rates land laws) that have been
enacted or substantively enacted at the reporting date and are expected to apply when related deferred
income tax asset s realized or the deferred income tax liability is settled.

Deferred income tax assets are recognized for all deductible temporary differences, carry-forward of
unused tax losses (net operating loss carryover or NOLCO) and unused tax credits (excess minimuam
corporate income tax or MCIT) to the extent that it is probable that future taxable profit will be available
agamst which the temporary differences, unused tax lIosses and urused tax credits can be utilized. The
Group reassesses at each reporting date the need to recognize a praviously unrecognized deferred
income tax asset.

Deferred income tax assets and lisbilities are offset when there is legally enforceabls right to offset
current tax assets against current tax liabllities and whan the deferred income tax assets and liabilities
relate to income taxes levied by the same taxatlon authority and the same taxable entity.

Provisions and Contingencies

Provisions are recognized wher the Group has a presant obligation, either legal or constructive, as a
result of & past event; whaen it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligatlon, and; when the amourt of the obligation can be estimated
reliably. When the Group expects reimbursement of some or alf of the expenditure required to settle a
provision, the entity recognizes a consolidated asset for the reimbursement only whan it is virtually
certain that reimburse mant will be received when the obligation is settled.
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The amount of the provision recognized is the best estimate of the consideration requirad 1o sattle the
present obligation at the reporting date, taking Into account the risks and uncertainties surrounding the
chligatian, A provision is maasured using the cash flows astimated to settle the prasent obligation; its
carrying amaunt is the present vatue of those cash flows.

Provisions are reviewsd at each reporting date and adjusted to reflect the current best estimate.

Contingent liabllities are not recognized because their existence will be confirmed only by the
oceurrence or non-occurtence of one or more uncertain future events not wholly within the control of
the entity. Contingent liabilitles are disclesed, unless the possibility of an outflow of resources
embodying econgmis benefils is remote.

Contingent assets are not recognized in the conscolidated financial statements but are disclosed when
an inflow of economic benefits is probable.

Related Party Relationships and Transactions

Related party relationship exists when one party has the ability to control, directly, or indirectly through
ofe or more intermadiaries, the other party or exercise significant influence over the other party in
making financial and operating decisions. Such relationship also axists betwean and/or among entities
which are under common control with the reporting enterprise, of between, and/or among the
reporting enterprise and its key management personnel, directars, or its shareholders. In considering
each possible related party relationshlp, attention is directed to the substance of the relationship, and
not merely the legal form.

Earnings per Share

Basic earnings per sfiare

The Group computes its basic earnings per share by dividing net profit or loss attributable to common
equity holders of tha Parent Company by the weighted average number of commen shares jssued and
eutstanding during the periad.

Dituted earnngs per share
Oiluted sarnings per share is calculated by ad|usting the weighted average number of common shares
outstanding to assume conversion of alt dilutive potential common shares.

Everits After the Reporting Date

The Group identifies events after the reporting date as evenits that occurred after the reporting date
but before the date the consolidated financlal statements were authorized for issue. Any subsequent
evant that provides additional information about the Group's financial posfition at the reparting date I
reflected in the consolidated financial statements. Non-adjusting subsequent events are disclosed in
the notes to the consolidated financial statements when matarial.

33

Critical Accounting Judgments and Key Sources of Estimation Unnertai_nty

The key assumptions concerning the future and other kay sources of estimatian uncertainty at the
reporting date, that have a significant risk of causing a rmaterial adjustment to the carrying amounts of
assets and llabilities within the naxt financial year are discussed below.

Ravenue and cost recognition on real estate projecits

The Parent Company’s revenue recognition and cost policies require management to make use of
estimates and assumptions that may affect the reported amounts of revenues and costs. The Parent
Compary’s revenue from real estate and construction contracts is recognized based on the percentage
of completion are measured principally on the basis of the estimated completion of a physical
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proportion of the contract work. Apart from involving significant estirmates in determining the quantity
of imports such as materials, labor and equipment needed, the assessment process for the PO s
complex and the estimated project development costs requires technical determination by
managament's specialists (project engineers).

Sirnilarty, the commission is determined using the percentage of completion.

Fravision for axpecied credit lossas of trade receivables
The Group uses a provision matrix to calculate ECLs for trade receivables. The provision rates are
bagsad on days past due for groupings of various customer segments that have similar loss patterns.

The provision matrix is initialty based on the Group's historical observed default rates, The Group will
calibrate the matrlx to adjust the historical credit loss experfance with forward-locking information
such as inflation and GDP growth rates. At every reporting date, the historical observed default rates
are updated and changes in the forward-looking estimates are analyzed,

The Groug uses historical ioss rates as input 1o assess credit risk characteristics. Tha Group determinas
the appropriate receivables groupings basaed on shared credit risk characteristics such as revenus type,
collateral or type of customer, The historlcal toss rates are adjusted to reflect the expected future
changes in the portfalio condition and performance based an economic conditions and indicators such
as inflation and Interest rates that are available as at the reporting dats.

The azsessment of the correlation between historical observed default rates, forecast economic
conditions (inflation and interest rates) and ECLs is a signifleant estimate. The amount of ECLs is
sensitive to changes in circumstances and of forecast econemic conditions. The Group's historical
credit loss experience and forecast of ecenomic conditions may alse not be representative of
custamer's actual default in the future.

The information about the ECLs on the Group's trade receivables is disclosed In Notes & and 35,

Estimating usefullives of assats

The useful lives of assets are estimated based on the period over which the azsets are expected to be
avallable for use. The estimated useful lives of assets are reviewed periodically and are updated if
expectations differ from previous estimates due to physical wear and tear, technical or cormmercial
cbsolescence and legal or other limits on the use of the Group™s assets. In addition, the astimation of
the useful lives is based on the Group's collectrve assessment of industry practice, internal technical
evgluation and experience with similar assets. Itis possible, however, that future results of operations
could be materally affacted by changes in estimates brought about by changes in factors mentioned
abowve, The amounts and timing of recorded expenses for any period would ba affected by changes in
these factors and circumstances, A reduction in the estimated useful Hves of assets would increase the
recagnized operating expenses and decrease non-current assats.

Evaluation of not realizable value of resi estate inventories

The Parent Company adjusts the cost of its real estate inventaries to net realizable value based on its
assessment of the recoverabllity of the assets. In determining the recoverability of the assets,
management considers whether those assets are darmaged or if thair sefiing prices have declined.
Likewise, management also considers whether tha estimated costs of corpletion or the estimated
costs to be incurred 1o make the sale have Increased. The amount and timing of recorded expenses for
ary period would differ if diffarent judgments ware made or differant estimates were utllized.

Results of management’s assessment disclosed that there is no need for provision for impairment of
invantores as st Decernber 21, 2019 and 2018.
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Ravenue recognition

When a contract for the sale of a property upon completion of construction is judged to be a
construction contract, revenue iz recogrized using the percentage-of-compietion method as
construction pragrasses, The Group considers the terms and conditions of the contract, including how
the contract was negotiated and the structural elements that the customer specifles when identifying
individual projects as construction contracts. The percentage of completion is estimated by reference
to the stage of the projacts and contracis determinad based on the proportion of contract costs
incurred to date and the estimated costs to complete.

The Group assessas its revenue arrangements to determine if it is a principal or an agent. The Group is
acting as a principal when it has expasura to the significant risks and rewards with the sales transactions
or rendering of services, The Group is acting as an agent when it does not have exposure to the
significant risks and rewards assacisted with the sales transactions or rendering of services.

Fost-employment and other emplayee benefits

The present value of the retirement obligations depends on a number of factors that are determined
on an actuarial basis using a nuniber of assumptians, The assumptions used in determining the net cost
{incomel for penslans include the disceunt rate. Any changes in these assumptions will impact the
carmying amount of retirement obligations.

The Group determines the appropriste discount rate at the end of each year. This is the Interest rate
that should be used to determina the present value of estimated future cash outflows expected to be
required to sattle the retirernent obligations. [n detarmming the appropriate discount rate, the Group
considérs the interest rates of government bonds that are denominated in the currency In which the
benefits will be paid and that have tarms to maturity approximating the terms of the related retirermnent
obligation,

Other key assumptrons for retirement abligations are based in part on current market conditions.
Additional information is disclosad in Mote 18,

Retirernent obligation as st December 31, 2019 and 2018 amounted to P55,320,659 and F25,399,477,
respectively.

Estimating Falr value of investment property

The Group obtained the services of an independent valuer who holds a recognized and relevanit
prafessional qualification and has recent experience in the location and category of the investment
properties being valued. An independent valuation of the Group's investment propertles was
performed by appralsers to determine their fair values. The valuation was determined by refarence to
zales and listing of comparable properties.

Racoverabifity of doforrod tax assets

The Group reviews the carrying amaunts at each reporting date and reduces deferred tax assets to the
axteri 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. However, there Is no assurance that the Group will generate sufficient
taxable profit to allow all or pait of ks deferrad tax assets to be utilized. The Group considers that it is
impracticable to disclose with sufficient reliability the possible effects of sensitivities surrounding the
utilization of deferred tax assets,

Total unrecognized deferred tax assets amounted to P107 686,178 and P111,238.180 as at 201% and
2018, respectively [See Note 27).

Impairmment fosces on non-financisl assets

The Group performs an impairment review when certain impairment indicators are present.
Datermining the fair value of non-financial assets, which require the determination of future cash flows
expected to be generated from the continued use and ultimata disposition of such assets, requires the
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Group to make estimates and assumptions that can materially affact the consolidated financial
statements. Future events could cause the Group 1o conclude that nen-financial assets are impaired.
Any rezulting impairment 55 could have 2 matenal adverse impact on the financial position and results
of aperations,

Critical Accounting Judgments

In the process of applying the Group's accounting policies, management has made the following
judgments, apart from thase involving estimations, which have the most significant effect on the
amounts recognized in the consglidated financizl staternents:

Existance of g contract

The Parent Company's primary document for a contract with a customer is a signed contract to sell. It
has determined, however, that in cases wherein contract to sell are not sigred by both parties, the
combirztion of its other sighed documentation such as raservabion agreement, official receipts,
buyers’ computation sheets and invoices, would contain all the criteria to qualify as cantract with the
customerunder PFRS 15,

In addition, part of the assessmant pracess of the Parent Company before revenue recognition is to
assess the probability that the Parent Company will collect the consideration to which it will be antitled
inexchanga for the real estate proparty that will be transferred to the customer. In avalu ating whether
collectability of an smount of consideration is probable, an entity considers the significance of the
customer's initial payments in relation to the total contract price. Collectability s also assessed by
considering factors such as past history with the customer, age and pricing of the property.
Management regularly evaluates the historical cancellations and back-outs if it would stil suppart its
current thresheld of customers’ equity before commencing revenue recognition.

Definition ofdefautt and credit-imparred financial assets
The Group defines a financial instrument as in default, which is fully aligned with the definition of credit-
Impaired, when it mests one or more of the following criteria;

Quantitative criteria ~ for sales contracts receivable, the customer receives a notice of cancellation
and does net continue the payments.

Cualitative criteria
The customer meats unlikeliness to pay criterla, which indicates the customer is in significant financizl
difficulty. These are instances where:

a.  Thecustomeris experigncing financial difficulty or is insalvent

b. Thecustamer (3 in breach of financial covenant!s)

. Anactive market for that financial assets has disappearad because of financial difficulties

d. Concessions have been granted by the Group, for econoamic or contractual reasons reiatfng to the
customer's financial difficully

. lisbecerming probable that the customer will enter bankruptey or other financial rearganization

The criteria above have been applied to the financial instrurments held by the Group and are consistent
with the definitfon of default used for internal credit risk management purposas. The default definition
has been applied consistently to madel the Prababllity of Defauit (PD}, Loss Given Default (LGD) and
Exposure at Default {EAD) throughout the Group's axpectad loss calculation,

fnconporation of forward-fooking information

The Group Incorporates forward-looking information into both its assessment of whether the credit
ek of an instrument has increased significantly since its inltial recognition and its measuretment of
ECL.
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To do this, the Group considers a range of relevant forward-lgoking macro-econamic assurmptions for
the determination of unbiased gereral industry adjustments and any related specific jndustry
adjustments that support the calculation of ECLs. Based on the Group's evaluation and assessment
and after taking into consideration external actual and forecast information, the Group formulates a
‘base case’ view of the future direction of relevant economic varlables as well 2s a representative range
of other passible forecast scenaros. This process invalves developing two or more additional
aconomic scenarios and considering the relative probabilities of each outcorne, External information
includes aconamic data and forecasts published by governmental badies, manetary autherities and
selectad private-sector and academic institutions.

The base case represants a most-likely cutcome and is aligned with information used by the Group far
other purposes such as strategic planning and budgeting, The other scenarios represent maore
optimistic and more pessimistic outesmes, Periodically, the Group carrlas out stress testing of more
extreme shocks to calibrate its determination of these other reprasentative scenarios.,

The Group has identified and docurnented key drivers of credit rigk and cradit losses of each portfalio
of financial instruments and, using an analysis of historical data, has estimatad relatlonships between
macro-economic variables and credit risk and credit losses.

Revenue recognition method and measure of progress

Tha Parent Company concloded that revenue for real estata sales is to be recognized over tima
becausa: (a) the Parent Campany's performance does not crzate an asset with an alternative use and;
(b} tha Parant Company has an enforceable right for performance campleted to date. The promised
property is specifically identified in the contract and the contractual restriction on the Parent
Company's ability to direct the promised property for another use is substantive. This is because the
property promised to the customer is not interchangeable with other properties without breaching the
contract and without incurring significant costs that otherwise would not have been incurred in ralation
to that contract. In addftion, under the current legal framework, the customer is contractually obliged
to make payments to the develaper up to the performance completed o date. In addition, the Parent
Company requires a certain percentage of buyer's payrnents of total selling price (buyer's equity), to ba
collected as one of the criteria in order to Initiate revenue recognitfon. Reaching this level of eollection
is an indication of buyer's continuing commitment and the prebability that economic benefits will low
to the Farent Company. The Parent Company considers that the imitial and continuing Investments by
the buyer of about 25% would demanstrate the buyer's commitrment to pay.

The Parent Company has determingd that output method used in measuring the progress of the
performance obligatian faithfully depicts the Parent Company's perfermance in transferring control of
realestate development to the customers.

Distinction batween imvestment propeérties and owner-occupied praperties and real estate inventories
and held for developmant

The Group deterrnines whether a proparty qualifies as investment preperty. In making this judgment,
the Group considers whether the property generates cash flows largely independent of the other
assets hald by an entity. Owner-occupied properties genarate cash flows that are attributable nat anly
to property but slso to the ather assets used in the production or supply process.

Same propertles comprise a portion that is held to @am rentals or for capital appreciation and another
portion that is held for use in the productlon or supply of goods or services or for administrative
purposes. M these portions cannot be sold separately at the reporting date, the property is accounted
for as investrent property only if an insignificant portian is held for use in the production or supply of
goeds or services or for administrative purpeses. Judgment is applied in determining whether ancillary
services are so significant that a property does net qualify as investrment property. The Group
ceonsiders eath property saparately in raking its judgment.
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The Group detarmines that a property will also be classified as real astate inventory when it will be sold
in the normat operating cycle or it will be treated as part of the Group's strateglc land activities for
development in the meadium or long -term,

Contingencies

The Group is currently involved in various legal proceedings and tax assessments. Estimates of
probable costs for the resolution of these claims has besn developed in consultation with ocutside
counsal handling the defense in thase matters and is based upon an analysis of potentfal results, The
Group currently does not believe these proceedings will have a material adverse effect on the financal
position. It is possible, however, that future results of operations could be materially affected by
changes in the estimates or in the effectivencss of the Group's strategies relating to these
proceedings.

34.

Fair Value Measurement

The falr values of the Group's flnancial instruments are egual to the carrying amounts in the
canselidated financial position as at December 31, 20119 and 2018.

Fair values have been determined for measuremant and disclesure purposes based on the following
methads, When applicable, further information about the assurptions made in determining fair values
are disclosed Intha notes to the financial statements specific to that assct or liability.

The methods and assurnptions used by the Group in estimating the fair value of the financial
instruments are as follows:

Cash and cash equivalents, trade and other receivables and advances to associates — ca rrying amounts
approximate fair values due to the relatively short-term maturities of these items.

Yrade and other recesvablas carrying amounts approximate their fair values as they are either priced
using prevailing market rates or that the effect of discounting is not significant.

Financiaf assats at FVPL and EVOUT - these are investrnents in equity securities, falr value for quoted
&guity securities is based on quoted prices published in markets as of reporting dates,

Trade and other payables— the carrying value of trade and other payabies and Ioans payable - current
appreximate its fair value either because of the short-term nature of these financial liabilities or effect
»f discounting isimmaterial.

Loans payahle ~ carrying amounts approximate their fair values as they are either priced using
prevailing market rates or that the effect of discounting is not significant.

The table beiow anafyzes financial and non-financial assets measured at fair value at the end of the
reporting period by the level In the fair value hierarchy into which the fair value measurement is
categorized:

Decemnbar 31,2013

— Levell Level 2 Lavel 3 Total
Financial assets at FVPL
Equity investrients P&,750,000 P- P - P&,750,000
Financial assets at FVCCl
Equity investrmants 35,693 930 S ) - 55,693,930

81
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Decermnber 31,2014

Leva|l Level 2 Levet2 Total
Financial assets at FWPL
Equity invastments P&,750,000 P - F - £6,750,000
AFS financial assets
Equity investments 41.333.473 - = _ 41,333,478

35. Financial Risk Managemeant Chjectives and Pollcies

The Group’s activitias expasze it to a variety of financlal risks: market risk, credit risk and liquidity risk.
The Group's overall risk rhanagement program seseks to rminimize potential adverse effects on the
financial perfarmance of the Group. The policies for managing specific risks are summarized balow.

The BOD has overall respensibility for the establishment and oversight of the Group's risk managernent
Framework, It monitars compliance with the risk management policies and procedures and reviews tha
adequacy of the risk management framework in relation to the risks faced by the Group. Risk
managemeant policies and systems ara reviewed regularly to reflect changes in market conditions.

The Group's risk management policies ara established to identify and analyze the risks faced by the
Group, to set appropriate risk limits 2nd controls, and to monitor tisks and adherence to limits. Risk
manaqgement policias and systems are reviewed regularly to reflect changes in rarket condltions and
the Group's activities, The Group, through its training and management standards and proceduras,
aims to develop a disciplined and ¢onstructive control environment in which all employees understand
their roles and obligations.

Market Risk

Foreign exchange risk

The Group undertakes certain transactions denominated in foreign currencies. Hence, axpasuras to
exchange rate fluctustions arise with respect to transactions denominated in US dollar. Foreign
exchange risk arises when future commercial transactions and recognized assets and liablities are
denominated In a currency that is not the Group's functional currency. Significant fluctuation in the
exchange rates could significantly affect the Group’s financial position.

Foreign exchange risk exposure of the Group [s lirnited to its cash and cash equivalants. Currently, the
Group has a policy not to Incur lfabilities in foreign currency. Construction and supply contracts, which
may have import components, ara normally denorminated in Philipping peso.

The amounts of the Group's foreign currency denominated monetary assets at the reporting date ara

as fallows:
2019 ) 2m8
U5 dollar s dellar
Deposit Peso Equivalart Deposit  Pesc Equivalent
Cash and cash equivalents 352,825 F18,411,184 $92,159 Fd,954, 435

The cloging rates applicable as at Decemnber 31, 2012 and 2018 are P50.744 and P52.724 to USS1,
raspectively,

The sensitivity analysis Includes only outstanding fereign currency denominated monetary Items and

adjusts their peso translgtion at the period end for a 4% change in foreign currency rates. A 4%
weakening of Phitippine peso against the US doltar will have an increase in net income amounting to
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P736,447 and P198,578 in 2019 and 2018, raspectively. For a 4% strengthening of the Philippine peso
against the U% dellar, there would ba an equal and opposite impact an the net income/|oss.

frterest rata risk
Intarest rate risk is the risk that the fair valus or future cash flows of & financial instrument wil]
fluctuate because of changes in market interest rates,

Tha primary source of the Group's interest rate risk relates to its cash and cash squivalents and loans
payable. The intarest rates nn cash and cash equivalents and loans payable are disclosed in Motes 3 and
16, respeactively,

Cash and cash equivalents are short-term in nature and with the current interest rate leval, any
variation in the interest will not have a material Impact onthe profit orloss of the Group.

Managemant is responsible for monitoring the prevailing market-based interest rate and ensures that
the mark-up charged on its borrowings ara optimal and bernchmarked against the rates charged by
other creditor banks.

Based on the sensitivity parformed the Impact on profit or loss of a 10%: increase/decrease on interest
rates on cash and cash equivalents shd loans payable would be a maximum increase/decrease for 2015
and 20138 as follows:

2019 2018
Cash and cash equivalents P121,176 Pz40,145
Loans payable - 733,122 847,422

Price risk

Prica rigk ig the risk that the fair value of the financial instrument particularly equity instruments will
fluctuate as a result of changes in market prices (other than those arising from interest rate risk or
foreign currency risk), whether caused by factors specific to an individual investment, its issuer or
factors affecting all instruments traded inthe market.

The Group markges the equity price risk through diversification and by placing {Imits an individual and
total equity instruments. The Parent Company's Board of Directors reviews and approves all equity
investrment decisions,

At December 31, 2019, the impact of 10% increase/decrease in the price of listed equity securities,
with all other variables heid constant, would have been an increase/decreasa of P597.7 thousand arwd
F3.2 million for 2019 and 2018, respectively in the Group's total comprehensive Income and equity for
the year. The Group’ sensitivity analysis takes into account the historical perfformance of the stock
market,

Credit risk
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in
financial lgss ta the Group.

The Group's credit risk is primarily attributable to its cash and cash equivalents and trade and other
recelvables as disclosed in Notes 3 and 6, raspectively. The Group has adepted stringent procedure in
avaluating and accepting risk by setting counterparty and transaction limits. In addition, the Group has
palicies in placa to ensure that sales are made to customers with an appropriate credit history,

In respect af installments recelvable from the sale of properties, credit risk is managed primarily
through credit reviews and an analysis of receivables on a continuous basis, The Group alse undertakes
supplemental credit review procedures for certain installment payment structures. The Group's
stringent custemer requirements and policies in place contribute to lower custamer default than its
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competitors. Customer payments are facilitated through various collection modes including the use of
postdated checks and auto-debit arrangements. Exposure to bad debts is not significant as title to real estate
properties are not transferred to the buyers until full payment has been made and the requirement for
remedial procedures is minimal given the profile of buyers.

Credit risk arising from rental income from leasing properties is primarily managed through a tenant selection
process. Prospective tenants are evaluated on the basis of payment track record and other credit
information. In accordance with the provisions of the lease contracts, the lessees are required to deposit with
the Group's security deposits and advance rentals which helps reduce the Group's credit risk exposure in case
of defaults by the tenants. For existing tenants, the Group has put In place a monitoring and follow-up
system. Recelvables are aged and analyzed on a continuous basis to minimize credit risk associated with
these receivables. Regular meetings with tenants are also undertaken to provide opportunities for counseling
and further assessment of paying capacity.

Other financial assets are comprised of cash and cash equivalents excluding cash on hand, financial assets at
FVPL, financial assets at FVOCI and advances to subsidiaries and associates. The Group adheres to fixed limits
and guidelines in its dealings with counterparty banks and its investment in financial instruments. Bank limits
are established on the basis of an Internal rating system that principally covers the areas of liquidity, capital
adequacy and financial stability. The rating system lilkewise makes use of available international credit
ratings. Given the high credit standing of its accredited counterparty banks, management does not expect
any of these financial institutions to fail in meeting their obligations. Nevertheless, the Group closely
monitors developments over counterparty banks and adjusts its exposure accordingly while adhering to pre-
set limits.

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to
credit risk as at December 31 are as follows:

2019 2018
Cash and cash equivalents excluding cash on hand P217,626,320 P78,420,791
Trade and other receivables B 1,625,188,417 1,272,199,699

P1,842,814,737 P1,350,620,490

The credit quality of financial assets which are neither past due nor impaired is discussed below:

fa) Cash in bonks and cash equivalents

The Group deposits its cash balance in reputable banks to minimize credit risk exposure amounting to
P217,626,320 and P78,420,791 as at December 31, 2019 and 2018, respectively. Cash deposits are
considered to be of high grade.

{B) Trade and other receivables

The credit quality of trade and other recelvables that are nelther past due nor impaired can be assessed by
reference to internal credit ratings or to historical information about counterparty default rates:

Grade A ~ GradeB Total
2019
Trade and other receivables P1,379,678,190 P22,476,125 P1,402,154,315
2018
Trade and other receivables P572,575,744 P288,885,879 P861,461,623
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»  "Grade A"
This ncludes financial assets pertaining to those assets held by either the government,
counterparties with good credit standing, related parties or [oans and receivables that are
consistently paid befora the maturity date

* “"GradeB"
This includes recalvablas that are past due but are still collectible within 12 months.

Az at Decemnber 31, 2019 and 2018, {rade and other receivables of P132,110,815 and P437,246,827,
respactively, were past due but not impaired. Theza relate to a number of independent customers for
whorm there is no recent history of default. The aging analysis of thess raceivables it as follows:

Mare than More than
) 90 days one year Total
2015
Trade and other receivablas P12,711,701 P115,399,114 P132,110,815
2018
Trade and otherreceivables P178,311,906 P258.934,921 P437.246.827

Az at December 31, 2019 and 2018, trade and other receivables of P10& 688,269 and P26,564,137,
respectivaly, were impairad and provided for, Provision forimpairment loss recognized in 2019 is
PB0, 758,365, |t was assessed that a portlon of the receivables |s expected to be recovered. The aging of
thesereceivables iz as follows:

Mora than Mora than
30 days one year . Total
#0139
Trade and other recalvables F- F106,688,269 P106,688,269
2018
Trade &nd other receivables P - P26.564,137 F26,564,137

The condominium certificates of the title remain in the possession of the Parent Company until full
payment has been made by the customers, thus no significant credit risk was aszessad for trade
recelvables,

Given the Group's diverse base of counterparties, it is not exposed to large concentrations of cradit
risk.

An impairment analysis is performed at each reporting date using a provision matrix to measure
expected credit losses, The provision rate based on days past due of oll customers as they have similar
loss patterns. Generally, trade receivables are writtan off if past due for more than one year and are not
subject te enforcement activity. The security deposits and advance rental are considered in the
calculation of irmpairment as recoveries. As of December 31, 2019 and 2018, the exposure at default
amounts to P35% million and PE70.98 million, respectively, The expected credit loss rate is 6% and
3.86% that resulted in the ECL of P20.3 millien and P25.9 millien as of December 31, 2019 and 2018,
respectively,

Ligquidity risk
Liquidity risk refers to the risk in which the Group encounters difficulties in meeting its short-term

cbligations.

The Group manages llquidity risk by rnaintaining adequate reserves, banking facilities and reserve
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borrowing facllities, by continuously monitoring forecest and actual cash flows and matching the
maturity profiles of financial assets and liabilities.

The Group maintains adequate highly liquid assets in the form of cash and cash equivalents to assure
necessary liquidity.

The following tables detall the Group's remaining contractual maturity for Its non-derivative financial
Habllitias. The tables have been drawn up based on the undiscounted cash flows of financial liabilities
based on the earliest date on which the Group can be required to pay. The table includes both interest
and principal cash flows.

Contractual Obligation

Carrying Lessthan  OnetoFive Morethan

Amount  One Year Years Five Years Total
2019 (In Thousand Pesos)
Trade and other payables® P340,106 P218,745 P121,361 P- P340,106
Loans and notes payabla 1,155,086 571,730 730,057 - 1,301,827
2018 {In Thousand Pesos)
Trade and other payablas® P577,829 P501,787 P76,042 P- P577.829
Loans payable 660,679 232,222 388,295 488,198 1,108,715

*exciuiding payables Lo government
36. Caplital Management

The Parent Company manages its capital to ensure that the Parent Company is able to continue as a
going concern while maximizing the return to shareholders through the optimization of the debt and
equity balance,

The capital structure of the Parent Company consists of equity, which comprises of issued capital,
additional paid-in capital, reserves, retained earnings [deficit) and treasury stocks.

Management reviews the capltal structure on a quarterly basis. As part of this review, management
considers the cost of capital and the risks associated with it,

There ware no changes in the Parent Company's approach to capital management during the year.

As part of the reforms of the Philippine Stock Exchange (PSE) to expand capital market and improve
transparency among listed firms, PSE requires listed entities to maintain a minimum of ten percent
{10%) of their issued and outstanding shares, exclusive of any treasury shares, held by the public. The
Parent Company has fully complied with this requirement in 2019 and 2018.

Tektite Insurance Brokers, Inc. {TI81)

The operations of TIBIl are subject to the regulatory requirements of the Insurance Commission (IC).
Such regulations not only prascribe approval and monitoring of activities but also impose certain capital
requiremeant.

In 2006, the IC issued Memorandum Circular Mo. 1-2006 which provides for the minimum capitalization
requirements of all insurance brokers and reinsurance brokers. Under this circular, existing insurance
brokers and reinsurance brokers must have a net worth in accordance with the amounts and schedule
stipulated inthe circular.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As at December 31. 2019 ard 2018, tha required statutery net worth for TIBI, baing an exlsting
insuranca broker fs P10 million.

TIBl has fully complied with the capitalization requirements of Merngrandum Circular Na, 1-20036 n
2019and 20148,

37. Sagment information

Details of the Farent Company’s subsidiaries as of December 31, 2019 ang 2018 are as follows:

Frincipal Ownership Interest

Activities 2019 2018
PRHC Property Managers, Inc. |PPMI] Property Managament, 100% 100%
Tektite Insurance Brokers, Inc. (T8I} imsurance Brokerage 100% 100%
Sultan’s Power, Inc. {3FI1) Heolding Company 100% 100%
Universal Travel Corporation (UTC) Travel and Tours Agency 81.53% £1.53%

Minarity interests as of 2019 and 2018 represent the equity interests in Universal Travel Corporation
net held by the Group.

The segment assets and liabilities as of December 31, 2019, 2018 and 2017 and the results of

aperations of the reportable seqments for the years ended December 31, 2019, 2018 and 2017 are as
follows:
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The following are the principal activities of the Parent Company's subsidiaries:

PRHC Pro Manaaers. Inc. [PPMI)

PPMI was incorporated and registered with the SEC on May 24, 1991 to engage in the business of
managing, operating, developing, buying, leasing and selling real and personal property either for itsalf
and/or for others.

The registered office of PPMI is 29th/F East Tower, Philippine Stock Exchange Centre {PSE), Exchange
Road, Ortigas Center, Pasig City.

Tektite Insurance Brokers, Inc. (TIB!
TIBl was incorporated and registered with the SEC on January 2, 1989 to engage in the business of

insurance brokerage.

The registered office of TIBI is at 20/F East Tower, PSE Centre, Exchange Road, Ortigas Center, Pasig
City.

| Corporati T
UTC was incorporated and registered with the SEC on November 9, 1993 to engage in the business of
travel services by providing, arranging, marketing, engaging or rendering advisory and consultancy
services relating to tours and tour packages. On March 15, 2018, the Board of Directors of UTC
approved the resolution on the cessation of its operations effective July 31, 2018 and sold all its existing
assets and paid its liabilities from the proceeds and collections of receivables and sale of assets.
Thereafter, UTC became inactive.

The registered office of UTC is 29"/F, East Tower, PSE Centre, Exchange Road, Ortigas Center, Pasig
City.

Sultan’s Power, Inc. (SPI}

5Pl was incorporated under Philippine laws and registered with the SEC on March 19, 2015 as a holding
company and commenced operations as such by acquiring the majority outstanding shares of stock of

Recon-X Energy Corporation (Recon-X), a company Incorporated in the Philippines, engaged in the
business of converting plastic waste into fuel. Recon-X is currently in the initial stage of its test runs.

The registered office of SPI Is 29/F, East Tower, Philippine Stock Exchange Centre, Exchanga Road,
Ortigas Center, Pasig City.
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STATEMENTS REQUIRED BY RULE 68, SECURITIES REGULATION CODE [SRC),
AS AMENDED ON OCTOBER 24, 2011

The Shareholders and Board of Directars

Philippine Realty and Holdings Corporation and Subsidiaries
One Balete, 1 Balete Drive corner N. Domingo Street

Brgy. Haunlaran Dlistrict 4

Quezon City

We have audited the cansclidated financial statements of Philippine Realty and Holdings Corporation
and Subsidlaries {callectively as the "Group”) as at and for the year ended December 31, 2019, on which
we have rendered our report dated March 17, 2020. The supplementary information shown in the
Reconciliation of Retained Earnings Available for Dividend Declaration (Part 1, 4C and
Annex 68-CJ, Financial Soundness Indicators (Part 1, 4D), Map of the Relationships of the Companies
within the Group (Part 1, 4H), and Schedule of Philippine Financial Reparting Standards effective as at
December 31, 2019 (Part 1, 4.), a3 additional components required by Part |, Section 4 of Rule 68 of the
Securitles Regulation Code, As Amended, and Schedulss A, 8, C, D, E, F, G and H, as required by Part 11,
Section § of the Securities Regulation Code, are prasented for purposes of fling with the Securities and
Exchange Commission and are not a required part of the basic consolidated financial staterments.

Such supplementary information is the responsibility of management and has been subjected to the
auditing procedures applied in the audit of the basic consalidated financial statements. In our opinion,
the supplementary information has been prepared In accordance with Part |, Section 4 of Rule 63 of the
Securities Regulation Code, As Amended.

MAGEDA VALFNCIA & CO.

icense Ng, 113583

PTR Mo.8139185
Issuad on January 14, 2020 ot Makati City

SEC Accreditation No. (individual) as general auditor 1779-4 Catagory A,
Effective until Septernber 23, 2022

SEC Accreditation No. (firm) as general auditors 4748-5EL:
Effective until February 17, 2023

TIN 228-154-366-000

BIR Accreditation Mo, 08-007752-001-2019
Issued on December 19, 2019, effective until December 18, 2022

BOAPRC Req. No. 4748, effective until June 26, 2021

March 17, 2020
Makati City
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES
INDEXTO THE FINANCIAL STATEMENTS

AND SUPPLEMENTARY SCHEDULES

DECEMBER 31,2019

Schedules Required under Securities Ragulation Coda Rule 63

Schedule Content

Part1
I Reconciliation of Retained Earnings Avzilable for Dividend Declaration
! Financial Soundness Indicators
m List of Effective Philippine Financial Reporting Standards and Interpretations
v Map of the Relationships of the Companies within the Group
Part 2
A Financial Assets
Amaounts Recelvable from Directors, Officers, Employvees, Related Parties and
B Principal Stockholders
Amcunts of Receivable from Related Parties which are eliminated during the
- consglidation of financial statements
D Intangible Assets - Other Assets
E Long-term Dabt
F Indebtedneass to Related Parties
G Guarantees of Securities of Other lssuers
H Share Capital
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PHILIPPINE REALTY AND HOLDINGS CORPORATION
Schedule |
RECONCILIATION OF RETAINED EARNINGS
AVAILABLE FOR DIVIDEND DECLARATION
As of December 31, 2019
(Amounts in thousands)

Unappropriated Retalned Earmings, beginning
Adjustments for:
[prior-year adjustments)

P617,459,124

Unappropriated Retained Eamnings, as adjusted,
beginning
MNet income during the period closed to Retained
Earnings
Less: Mon-actual/unrealized income net of tax -
Equity in net income of assoclate/joint venture
Unrealized foreign exchange gain - net (excapt
those attributable to Cash and Cash
Equivalents)
Unrealized actuarial gain -
Fair value adjustments (M2M gains} -
Fair value adjustment of Investment Property
resulting to gain adjustment due to deviation
from PFRS/GAAP-gain (546,695,730)
Other unrealized gains or adjustments to the
retained eamings as a result of certain
transactions accounted for under the PFRS (154,443,742)

Add: Non-actual losses -
Dapreciation an revaluation increment (after tax) -
Adjustment due to deviation from PFRS/GAAP-

loss 19,108,004
Equity in net loss of associate/joint venture 2,063,651
Loss on fair value adjustment to Investment

property (after tax) -

617,459,124

495,717,398

(701,139,472)

21,172,655

Met income actually earned/realized during the period

433,209,705

Add [Less):
Dividend declarations during the period
Appropriations of Retained Earnings during the
period
Reversals of appropriations
Treasury shares

(337,194)

TOTAL RETAINED EARNINGS, END AVAILABLE FOR
DIVIDEND

P432,872,511
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Financial Soundness Indicators
As of December 31,2019
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2019 2018
Current Ratio™ 2.91 4.15
Debt te Equity Ratio® 0.57 0.45
Asset to Equity Ratio™ 1.57 1.45
Interest Coverage Ratio™ 40.84 67.18
Net Interest Margin Ratio™ 0.26 0.21
Return on Assets™ .08 0.08
Return on Equity'” Q.12 0.11
Solvency Ratio™ - 0.22 0.26

L]
o
i
e

7

Current ratio is measured as current assels divided by current Sabilities.
Debt to aquily rakio s measured a5 tatal abilities divided by tolal eguity.
Assot fo oquity ratio is measured as total asset s divided by fotad eguity.

interest coverage ratio ls measured by EBIT, or earnings before inferest and taxes, divided by total Francing

Costs

Net interest margin ratio /s derved by dividing net interest income with average inferest £arning assets.

Return ot assets is measured by diWding net fncornme aftor fax with fobal assets,
Return on equity is measured by dividing net incorme after Lax with Folal capits! aceaunts.
Sofvoncy retio is measured By dividing net income affer tax plus depreciation with fotal labiities.
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Framework for the Preparation and Presentation of Financial Statements

Conceptual Framework Phase A: Objectives and qualitative characteristics

PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

Schedule il

List of Philippine Financial Reporting Standards (PFRS)
Effective as of December 31, 2019

PFRS Practice Statement Management Commentary

Philippine Financial Reporting Standards

PFRS1
{Revised)

First-time Adoption of Philippine Financial Reporting Standards

Amendments to PFRS 1 and PAS 27: Cost of an Investmentina
Subsidiary, Jointly Controlled Entity or Assoclate

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

Amendment to PFRS 1: Limited Exemption from Comparative
PFRS 7 Disclosures for First-time Adopters

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

Amendments to PFRS 1: Government Loans

Amendments to PFRS 1: Borrowing costs

Armendments to PFRS 1: Meaning of ‘Effective PFRSs"™

PFRS2

Share-based Payment

Amendments to PFRS 2: Vesting Conditions and Cancellations

Amendments to PFRS 2: Group Cash-settled Share-based
Payment Transactions

Amendments to PFRS 2: Definition of Vesting Conditions

Amendments to PFRS 2; Classification and Measurement of
Share-based Payment Transactions

PFRS53

Business Combinations

Amendments to PFRS 3: Accounting for contingent
consideration in a business combination

Amendment to PFRS 3: Scope exceptions for joint ventures

Annual iImprovements to PFRSs Cycle 2015 - 2017: Previously
Held Interest in a Joint Operation

Amendments to PFRS 3: Definition of a Business*

PFRS 4

Insurance Contracts

Amendments to PFRS 4: Financial Guarantee Contracts

Amendments to PFRS 4: implementation of PFRS 9

PFRS5

MNon-current Assets Held for Sale and Discontinued Operations

Amendments to PFRS 5: Changes in methods of disposal

PFRS 6

Explaration for and Evaluation of Mineral Resources

LR |L|x |

PFRS7

Financial Instruments: Disclosures
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Amendments to PFRS 7: Transition
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Amendments to PFRS 7: Reclassification of Financial Assets

Amendrmentsto PFRS 7: Reciassification of Financlal Assets -
Effective Date and Transiion

Amendments to PFRS 7: Improving Disclosures about Financial
Instruments

Amendments to PFRS 7: Disclosures - Transfers of Financial
Aszets

Amendments to PFRS 7: Disclosures — Offsetting Financial
Assets and Financial Liabilities

Amendment to PFRS 7: Servicing contracts

Amendment to PFRS 7: Applicability of the amendments to
PFRS 7 to condansad Interim financial statements.

Amendments to PFRS 7: Mandatory Effective Date of PFRS 9
and Transition Disclosures

Operating Segrments

Amendments to PFRS 8: Aggregation of Operating Segments

Amendment to PFRS 8: Reconciliation of the total of the
reportable sagmants’ assets to the entity’s assets

Financial Instruments

Amendments to PFRS % Mandatory Effective Date of PFRS 9
and Transitlon Disclosures

Consofidated Financial Statements

Amendments to PFRS 10, PFRS 12 and PAS 27: Investment.
Entities

Amendments to PFRS 10: Investment Entities: Applying the
Consolidation Exception

Amendments to PFRS 10: Sale or contribution of assets
between an Investor and Its assoclate or joint venture

Amendment to PFRS 10: Consolidated Financial Statemant:
PFRS 12: Disclosure of Interest in Other Entities and PAS 28:
Invastmant in Associates and Joint Ventures - Investment
Entities: Applying the Consolidation exception

Joint Arrangements

Amendrments to PFRS 10, PFRS 11, and PFRS 12: Consolidated
Financial Staterments, Joint Arrangements and Disclosure of
Interests in Other Entities: Transition Guidance

Annual Improvements to PFRSs Cycle 2015 - 2017;: Previously
Hedd Interest in a Joint Operation

Disclosure of interests in Other Entities

Amendments to PFRS 10, PFRS 11, and PFRS 12: Consolidated
Financial Statements, Joint Arrangements and Disclosure of
Interests in Other Entities: Transition Guldance

Amendments to PFRS 10, PFRS 12, and PAS 27 (2011):
Investment Entities

Fair Value Measurement
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Annual improvements to PFRSs 2010 - 2012 Cycle:

Measurement of short-term recelvables and payables

Annual improvements to PFRSs 2011 - 2013 Cycle: Scope of
portfolio exception

PFRS 14 Regulatory Deferral Accounts

PFRS 15 Revenue from Contracts with Customers

PFRS 16 Leases

PFRS 17 Insurance Contracts

Philippine Accounting Standards

PAS1 Presentation of Financial Statements

Revised) Amendment to PAS 1: Capital Disclosures
Amendments to PAS 32 and PAS 1: Puttable Financial
Instruments and Obligations Arising on Liquidation
Amendments to PAS 1: Presentation of items of Other
Comprehensive Income
Amendments to PAS 1: Clarification of the requirements for
comparative information
Amendments to PAS 1: Disclosure Initlative
Amendments to PAS 1: Presentation of Financial Statements®

PAS 2 Inventories

PAS7 Statement of Cash Flows
Amendments to PAS T: Disclosure initiative

PASE Accounting Policies, Changes in Accounting Estimates and
Errors
Amendments to PAS 8: Accounting Policies, Changes in
Accounting Estimates and Errors, Definition of Material®

PAS 10 Events after the Reporting Period

PAS 11 Construction Contracts

PAS 12 Income Taxes

Amendment to PAS 12: Deferred Tax - Recovery of Underlying
Assets

Amendments to PAS 12: Recognition of Deferred Tax Assets
for Unrealized Losses

Annual iImprovements to PFRSs Cycle 2015-2017: Income Tax
Consequences of Payments on Financial Instrument Classified

as Equity

PAS 16

Property, Plant and Equipment

Amendment to PAS 16: Classification of servicing equipment

Armendments to PAS 16: Revaluation method - proportionate
restatement of accumulated depreciation

Amendmants to PAS 16and PAS 38, Clarification of Acceptable
Methods of Depreciation and Amortization

Amendments to PAS 16 and PAS 41, Agriculture: Bearer Plants
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Leases
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Superseded by PFRS 16

PAS 18

Revenue

PAS19

Emnployes Benefits

Amendments to PAS 19: Actuarial Gaing and Losses, Groug
Plans and Disclosures

PAS19

Employes Benefits

Amendments to PAS 19: Employee or Third Party
Contributions to defined benefit plans

Amendments to PAS 19: Plan Amendment, Curtailment or
Settiement

PAS20

Accounting for Government Grants and Disclosure of
Government Assistance

PAS 21

The Effects of Changes In Forelgn Exchange Rates

Arnendment: Net Investment in a Foreign Operation

PAS 23
{Revised)

Borrowing Costs

Annasal Improvements to PFRSs Cycle 2015 - 2017: Borrowing
Costs Eligible for Capitalization

PAS 24

Refated Party Disclosures

Annual Improvements to PFRSs 2010 - 2012 Cycle; Dafinition
of ‘related party’

Amendments ta PAS 24: Key management personnel

PAS26

Accounting and Reporting by Retirement Benefit Plans

PAS 27

Separate Financial Statements

Amendments to PFRS 10, PFRS 12 and PAS 27: Investrment
Entities

Amendments to PAS 27: Equity Method in Separate Financial
Staterments

PAS 28

Investments in Associates and Joint Ventures

Amendments of PFRS 10, PFRS 12 and PAS 28: Apolication of
the Consolidation Exception for Investment Entities

Amendment to PFRS 10 and PAS 28: Sale or Contribition of
Assets between an Investor and its Associate or Joint Venture

Long-term Interests ILTH in Associates and Jaint Ventures

PAS 29

Financial Reporting In Hyperinflationary Economies

PAS31

Interests In Joint Ventures

PAS 32

Financial instruments: Disclosure and Presentation

Amendments to PAS 32: Puttable Financial Instruments and
Obligations Arising on Liguidation

Amendment to PAS 32: Classification of Rights Issues

Amendment to PAS 32: Presentation—Tax effect of
distribution to holders of aquity instrument

Amendments to PAS 32: Offsetting Financial Assets and
Financial Liabilitias

Superseded by PFRS 9
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PAS33

Earnings per Share

PAS 34

Interim Financial Reporting

Amendments to PAS 34: Interim financial reporting and
segment information for total assets and liabilities

Amendments to PAS 34: Disclosure of Information ‘elsewhere
in the interim financial report’

PAS 36

Impairment of Assets

Amendments to PAS 36: Recoverable Amount Disclosures

PAS 37

Provisions, Contingent Liabilities and Contingent Assets

PAS38

Intangible Assats

Amendments to PAS 38: Revaluation method - proportionate
restatement of accumulated amortization

Amendments to PAS 16 and PAS 38, Clarification of Acceptable
Methods of Depreciation and Amortization

PAS 39

Financial Instruments: Recognition and Measurement

Amendments to PAS 39: Transition and Initlal Recognition of
Financial Assets and Financial Liabilities

Amendments to PAS 39: Cash Flow Hedge Accounting of
Faorecast Intragroup Transactions

Amendments to PAS 39: The Fair Value Option

Amendments to PAS 39 and PFRS 4: Financial Guarantee
Contracts

Amendments to PAS 39 and PFRS 7: Reclassification of
Financial Assats — Effective Date and Transition

Amendments to Philippine Interpretation IFRIC=9 and PAS 39:
Embedded Derivatives

Amendment to PAS 39: Eligible Hedged Items

Amendments to PAS 39: Recognition and Measurement on
Novation of Derivatives

Superseded by PFRS 9

PAS 40

Investment Property

Amendments to PAS 40: Clarifying the interrelationship
between PFRS 3 and PAS 40 when classifying property as
investment property or owner-occupied property

PAS 41

Agriculture

Amendments to PAS 41, Agriculture: Bearer Plants

Philippine interpretations

IFRIC1

Changes in Existing Decommissioning, Restoration and Similar
Liabilities

IFRIC2

Members' Share In Co-operative Entities and Similar
Instruments

IFRIC 4

Determining Whether an Arrangement Contains a Lease

IFRIC 5

Rights to Interests arising from Decommissioning, Restoration
and Envirenmental Rehabilitation Funds

IFRIC &

Liabilities arising from Participating in a Specific Market - Waste
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Electrical and Electronic Equipment

IFRIC T Applying the Restatement Approach under PAS 29 Financial G
Reporting In Hyperinflationary Economies

IFRICS Scope of PFRS 2

IFRICS Reassessment of Embedded Derivatives o
Amendments to Philippine Interpretation IFRIC-9 and PAS 39: a
Embedded Derivatives

IFRIC 10 Interim Financial Reporting and Impairment v

IFRIC11 PFRS 2- Group and Treasury Share Transactions v

IFRIC 12 Service Concession Arrangements v

IFRIC 13 Customer Loyaity Programmes W

IFRIC 14 The Limit on a Defined Benefit Assat, Minimum Funding v
Requirements and their Interaction
Amendrnents to Philippine interpretations IFRIC- 14, v
Prepayments of a Minimum Funding Requirement

IFRIC 16 Hedges of a Met Investment in a Foreign Operation v

IFRIC 17 Distributions of Mon-cash Assats to Owners v

IFRIC 18 Transfers of Assets from Customers v

IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments v

IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine v

IFRIC 21 Levies v

IFRIC 22 Foreign Currency Transactions and Advance Consideration

IFRIC 23 Uncertainty over Income Tax Treatrments

SIC-7 Intreduction of the Euro v

5iIC-10 WAWE- Mo Specific Relation to Operating v

SiC-12 Consolidation - Special Purpose Entitles v
Amendment to 5IC - 12: Scope of SIC 12 W

SIC-13 Jointly Controfied Entities - Non-Monetary Contributions by v
Venturers

Sic-15 Operating Leases - Incentives

Sic-21 Income Taxes —Recovery of Revalued Non-Depreciable Assets v

SIC-25 Income Taxes - Changes in the Tax Status of an Entity or its P
Shareholders

SIC-27 Evaluating the Substance of Transactions Involving the Legal v
Formofalease

Sic-29 Service Concession Arrangements: Disclosures. v

i Revenue - Barter Transactions Involving Advertising Services v

5IC-32 Intangible Assets - Web Site Costs o

PIC 2016-02 |PAS 32 and PAS 38: Accounting Treatment of Club Shares Held

by an Entity
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* These are standards, interpretations and amendments to existing standards that have beenissued but not yet
effective as at Decemnber 31, 20149,

The standards and interpretations that are labeled as "Not Applicable” are already effective as at Decernber 31,

2019 but will never be relevant/applicable to the Company or are currently not relevant to the Company
because it has currently no related transactions.
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PHILIPPINE REALTY AND HOLDINGS CORPORATION
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ANNUAL REPORT 2019






One Balete Complex,
1 Balete Drive corner N. Domingo Street
Brgy. Kaunlaran, Quezon City 1111

Philippines

Telephone (632) 86313179

Fax (632) 8634 1504
E-mail info@philrealty.com.ph

Website www.philrealty.com.ph

Bernardo Placido Chan and Lasam Law Office
Martinez, Vergara, Gonzales, and Serrano
Pastelero Law Office

Tiongco Siao Bello and Associates Law Offices

BDO Unibank, Inc.

Maybank Philippines, Inc.
Metropolitan Bank and Trust Co.
Philippine Bank of Communications
Philippine National Bank

Rizal Commercial Banking Corporation
Union Bank of the Philippines

Professional Stock Transfer Inc. (January to August 2019)
Stock Transfer Service, Inc. (September 2019-present)

Maceda Valencia & Co.

Philippine Stock Exchange






