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PHILIPPINE REALTY AND HOLDINGS CORPORATION

About the cover

The cover of the 2018 Annual Report of Philippine Realty
and Holdings Corporation (“RLT") emphasizes RLT's core
competency in the Philippine real estate industry, which is
the development of luxurious and spacious condominium
units in prime locations that truly address the needs of its
discriminating clientele. In the challenging field of property
development, RLT has been able to hold its own against
competitors and the ever-changing business and regulatory
environment and customer preferences.

With its legacy projects such as the Philippine Stock Exchange
Centre (formerly known as Tektite Towers), The Alexandra and
La Isla Condominium to name a few, RLT solidified itself as a
powerhouse in the Philippine real estate landscape particularly
in the high-end, mid-rise and high-rise commercial, office and
residential building segments, whose developments are still
being sought by discriminating buyers long after these projects
have been completed and sold.
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The year ahead will stay true to the Company’s mission of giving
fair return to its shareholders, developing luxury, spacious high-
rise projects in very prime locations thus providing excellent
and superior value proposition to its customers.
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Visi
A premium property development and holdings company
in the Philippines delivering superior shareholder value.

M. ]

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 giving
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 relationship 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.
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PHILIPPINE REALTY AND HOLDINGS CORPORATION

Message to the
Stockholders

Dear Stockholders,

In the year 2018, Philippine Realty and
Holdings Corporation (“RLT” or the
“Company”) kept in step with the industry
giants to maintain its status as one of the

premier property development companies
in the country:.

We are proud to report the significant
progress that your Company has achieved
in 2018, as well as the exciting prospects
for the year ahead.

Gerardo O. Lanuza, Jr.
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l. Review of Consolidated Net
Income after Tax for the Period
Ending 31 December 2018 vs. 31
December 2017

Your Company posted a consolidated net income after
tax of #391 Million, a hefty 48% increase compared to the
263 Million net income after tax reported in the same

period last year. This is explained by the following:

Sales of real estate

Sales of real estate increased by #223 Million or by 28%
for the 12 months ended 31 December 2018 compared
to the sales of real estate for the same period last year.
Sales of real estate pertains to units sold at Skyline and
SkyVillas Towers located in Quezon City, and at Icon Plaza
located in Bonifacio Global City. The increase in sales in
2018 is due to the aggressive sales and marketing efforts
of the Parent Company.

Rent
Rental income increased #55 Million or by 117% due to
the increase in leasable spaces and additional lease

agreements entered into by the Parent Company.

Management fees
This item was also higher by 12% due to additional
engagements obtained by one of the Company'’s subsidiaries.

Gain on sale of property and equipment
Gain on sale of property and equipment increased by
P4 Million due to the sale of an office unit by one of the
Parent Company'’s subsidiaries.

Other income

Other income for the twelve months ended 31 December
2018 increased by #302 Million or by 70% compared to the
twelve months ended 31 December 2017. Other income
consists of gain on fair value changes in investment
property, which increased by #157 Million or a 44%
increase due to the increase in the fair value of investment
properties consisting of commercial, office and storage
condominium units for lease as well as parking units for
lease located in the Philippine Stock Exchange Centre
(PSEC), also known as Tektite Towers, and at the Icon

Plaza located in Bonifacio Global City ("BGC").
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Cost of service and units sold

For the twelve months ended 31 December 2018
compared to the twelve months ended 31 December 2017,
cost of service and unit sold increased by 23%, but this is
due to the proportionate increase in sales of real estate
registered in 2018. In terms of percentage to sales of real
estate, cost of service and unit sold decreased in 2018 at
60%, whereas it was at 65% of sales of real estate for the
same period in 2017

General and administrative expenses
General and administrative expenses increased by #188
Million or by 59%, but the higher level of expenses was
accounted for by the #108 Million increase in marketing,
commission and sales expenses.

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

December 2018

The Company's total assets stood at 5 Billion as of 31
December 2018, higher by #559 Million compared to the
£4.5 Billion level of total assets as of 31 December 2017.

The Company's real estate assets accounted for 62% of
the total assets of the Company as of 31 December 2018,

Real estate inventories decreased by #474 Million from 31
December 2017 to 31 December 2018, or by 25%, due to
the hugely successful effort of the Parent company to sell
its Skyline and SkyVillas inventory of condominium units.

The decrease in real estate inventories is somehow
compensated for by the 203 Million increase in net
trade and other receivables that increased by 19% from 31
December 2017 to 31 December 2018, as a result of selling
terms granted to some of the Company'’s buyers.

Investment properties increased by £828 Million or from
£865 Million in 2017 to #1.693 Billion in 2018 due largely
to: i) acquisition by the Parent Company of condominium
units and parking slots at PSEC below market prices
as part of a deliberate strategy of the Parent Company
to acquire properties for lease to increase its recurring
income; ii) acquisition by the Parent Company of
condominium units and parking slots from Xcell Property
Ventures Inc. (“Xcell") at sub-market prices as part of the
settlement by Xcell of its payables to the Parent Company;
and iii) recognition of gain on fair value adjustments on

the Company's Investment properties.

24/05/2019 12:06 PM



PHILIPPINE REALTY AND HOLDINGS CORPORATION

Total consolidated liabilities increased by #170 Million
largely due to the accrual of the Parent Company'’s liability
to Universal Leisure Corporation (for itself and as assignee
of URPHI and DMCI-PDI) as a result of an amicable
settlement to fully settle and satisfy the judgement of the
courts in Civil Case No. 67092, by returning to Universal
Leisure Corporation (“ULC") the amounts that ULC paid
and deemed to have paid in favor of the Company in the
total amount of £231150 Million, covering the cancellation
of sale of a penthouse unit located at the 34th Floor, West
Tower of the PSEC containing a floor area of 2,370 sq.m.
and 74 parking slots located at the Podium 3 Parking
Level of the West Tower of the PSEC.

Total equity was recorded at £3.476 Billion as of 31
December 2018 compared to £3.088 Billion as of 31
December 2017.

Total equity increased by #389 Million from 31 December
2017 to 31 December 2018,

Retained earnings increased by £464 Million during
the same period. The net income for the period and the
reclassification in 2018 of #140.3 Million from appropriated
retained earnings for buy-back of shares to unappropriated
retained earnings caused the 303% increase in

unappropriated retained earnings in December 2018.

lll. Key Performance Indicators

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

Performance 31DEC 2018 31 DEC 2017
Indicators Audited Audited
Current ratio’ 41511 11131
Debt-to-equity? 0.45:1 0.45:1
Asset-to-equity?® 1.45:1 1.45:1
Book per value per share* £0.74 £0.66
Earnings per share® £0.08 £0.05

"Current assets / current liabilities
2Total debt / consolidated stockholders’ equity
3Total assets / Total stockholders’ equity
4 Total stockholders’ equity plus Subscriptions receivable/
No. of shares outstanding
°Net income attributable to equity holders of Parent Company/

Weighted average no. of common shares issued and outstanding

The table reflects the continuing improvement of the
Company in terms of liquidity, solvency and profitability.
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Current ratio

The Company’s current ratio decreased by 63% from
December 2017 to December 2018 mainly due to a
combined increase in current liabilities and decrease in
current assets. However, the current ratio of 415:1 as of 31
December 2018 is still extremely healthy.

Debt-to-equity ratio

Similarly, the RLT's debt-to-equity ratio remained very
healthy and conservative for the periods under review as
the Company'’s financial leverage stayed steady at 0.45:1.

Asset-to-equity ratio

The asset-to-equity ratio of the Company also showed
steadiness over time as it is stood unchanged at 145:1
from December 2017 to December 2018,

The steady performance of debt-to-equity ratios and
asset-to-equity ratios of the Company for the periods
under review clearly demonstrate that the Company's real
estate business is currently being financed primarily by
funds provided by its shareholders and a small amount
of debt.

Book value per share

The performance of the Company’s book value per share
has also been very encouraging. It has been consistently
improving from P0.66 per share as of end-December
2017 and to P0.74 per share as of 31 December 2018 or an
improvement of 12%.

Earnings per share

Due largely to the Parent Company's improving earnings
performance, the Company'’s earnings per share improved
by 60% in 2018 from £0.05 per share to #0.08 per share.

In 2018, the Company started laying the groundwork for
further enlarging its capital base while at the same time
acquiring very prime properties for development into future
projects as well as settling a long-standing legal case.

l. Increase in the Company'’s
authorized capital stock to
accomodate property infusion by
existing stockholders

Your Company's Board of Directors approved on 18
April 2018 the amendment in the Company's Articles
of Incorporation ("AOI") to increase the Company’s
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authorized capital stock from #£4,000,000,000.00 divided
into 8,000,000,000 shares at a par value of #0.50 per
share to £8,000,000,000.00 divided into 16,000,000,000
shares at a par value of #0.50 per share, which was
also approved by the stockholders representing at least
two-thirds (2/3) of the outstanding capital stock at the
meeting of the stockholders of the Company held at its

principal office on 23 July 2018,

The increase in the authorized capital stock of RLT is
necessary to accommodate the issuance of new, primary
shares from the increased capital stock in favor of
Greenhills Properties Inc. ("GPI") and Meridian Assurance
Corp. ("MAC") in exchange for prime real properties that

the two (2) entities will contribute into RLT as capital.

Under the agreement executed by and among the
Company, GPI and MAC, it was agreed that GPI will
be contributing into RLT two (2) vacant lots located in
BGC more particularly described as follows: 1) Lot 1
Block 8 containing 1,600 sgq.m., located at the corner of
6th Avenue and 24th Street; and 2) Lot 4 Block 8 also
containing 1,600 sq.m., located at 6th Avenue corner 25th
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. (“"LAI"), by way
of merger approved by the SEC on 28 November 2012,
with GPI as the Surviving Corporation and LAl as the

Absorbed Corporation.

Also based on the above-mentioned agreement, MAC
on the other hand, will be contributing three (3) office
condominium units and six (6) parking units in the PSEC
in Ortigas Center with a total floor area of 699 sg.m. In
addition, MAC will also contribute two (2) commercial
condominium units and two (2) parking units in Icon Plaza

located in BGC containing a total floor area of 223 sq.m.

On14 May 2019, the Securities and Exchange Commission
("SEC") approved the Amended Articles of Incorporation
(amending Article VII) of the Company increasing its
authorized capital stock from #4,000,000,000.00 divided
into 8,000,000,000 shares at a par value of #0.50 per
share to £8,000,000,000.00 divided into 16,000,000,000
shares at a par value of £0.50 per share.

Il. Amicable settlement/termination
of legal proceedings

In 2018, RLT initiated discussions for an amicable
settlement with Universal Leisure Corporation (for itself
and as assignee of Universal Rightfield Property Holdings
Inc. and DMCI Project Developers, Inc.) to fully settle and
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ANNUAL REPORT 2018

satisfy the judgement of the courts in Civil Case No. 67092,
On 12 November 1998, the Company filed Civil Case
No. 67092 before the Regional Trial Court of Pasig City
Branch 161 against Universal Leisure Corporation ("ULC"),
Universal Rightfield Property Holdings Inc. (“"URPHI") and
DMCI Project Developers, Inc. ("'DMCI-PDI") for sum of
money and damages.

Early in 2019, RLT finally closed the more than 20-year-
old legal case with ULC by returning the amounts that
ULC paid and deemed to have paid in favor of RLT in the
total amount of 231,150,000, covering the purchase of a
penthouse unit located at the 34th Floor, West Tower of
the PSEC containing a floor area of 2,370 sq.m. and 74
parking slots located at the Podium 3 Parking Level of the
West Tower of the PSEC.

With the agreement that also fully satisfied the
judgement of the courts, RLT recovered a penthouse
unit located at the 34th Floor, West Tower of the PSEC
and 74 parking slots located at the Podium 3 Parking
Level of the West Tower of the PSEC. The fair value
of the penthouse unit and the 74 parking slots have
been determined recently by an independent property
appraisal company accredited with the Securities and
Exchange Commission and with the PSE to be higher
than the £231,150,000 returned by RLT to ULC.

Your Company has been actively buying back
condominium units and parking spaces in the PSEC,
which was the first commercial development of RLT, for
lease, and as a reliable source of recurring income.

The Company looks at 2019 with great optimism especially
with current global and local financial developments
seemingly favoring business prospects for the year.

The US economy continues to be on a healthy path,
keeping inflation at bay and prompting the Federal
Reserve to say that it is holding interest rates steady at
this point. The credit ratings upgrade that our country
received from Standard & Poor’s, which cited our
strong growth trajectory, healthy external position and
sustainable public finances, will spur more investments
and consumer spending.

The Company has been sustained by strong market
fundamentals in 2018. Keeping this in mind, while taking
note of the management's plans for the Company in
the year ahead, we can guarantee a continous upward
performance for 2019.
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Financial Highlights
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oard of Directors

Antonio O. Olbes
VICE-CHAIRMAN

Gerardo O. Lanuza, Jr.
CHAIRMAN

Alfredo S. Del Rosario, Jr.
DIRECTOR

Gerardo Domenico Gregory G. Yang

Antonio V. Lanuza DIRECTOR
DIRECTOR
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Andrew C. Ng Renato G. Nunez
DIRECTOR INDEPENDENT
DIRECTOR

Lorenzo V. Tan

INDEPENDENT
DIRECTOR

Jomark O. Arollado

INDEPENDENT
DIRECTOR

Amador C. Bacani
DIRECTOR

Alfonso Martin

E. Eizmendi

INDEPENDENT
DIRECTOR
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EDILYNDA G. ENRIQUEZ

Human Resources Head
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GERARDO DOMENICO
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Executive Vice President and
Chief Operating Officer
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President and
Chief Executive Officer
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EDMUNDO C. CARLOS MIGUEL
MEDRANO T. PACA
Senior VR, Chief Financial VP and Head - Business
Officer, Treasurer, Development and Investment
Compliance Officer and Chief Relation Officer

Subsidiary Management Officer
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VP and Controller

RICHARD NICOLAS

K.GO
VP and Head - Sales

15

24/05/2019 12:07 PM




PHILIPPINE REALTY AND HOLDINGS CORPORATION

Homes of the Essence y

"We shape our buildings,
thereafter, our buildings
shape us.

y
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In his 1944 speech addressed to the British Parliament,
Winston Churchill was referring to the House of
Commons, badly damaged by warfare in World War
[l. Today, the adage couldn't be more true despite it
having been said more than seven decades ago. The
passage of time further proves that the places where
you live, work, eat, shop, and play, do become part of
you, and eventually becomes you.

Consequently, there's no greater feat than finding a
home that truly speaks to you. It can be a life-long search
for one that not only addresses your needs but elevates
your experiences and strengthens your values. More
than just a physical structure, your home has powerful
influence over your everyday living, possibly molding
you bit by bit into becoming the best version of yourself.
This is how homes are done by Philippine Realty and
Holdings Corporation (“RLT" or the “Company"”).

The homes we build is centered on serving your
lifestyle. It functions as an extension and a tool to
help you with all of your activities. For the work-
from-home businessman, more than ample working
spaces guarantee productivity. Home theaters and
personal pools allow for convenient and quality
family relaxation. Everyday gourmet dining is within
reach with fully-equipped kitchens. The jetsetter’s
prized collectibles and artworks from travelling all
over the world have a special place in spacious
viewing rooms and galleries.
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Pinning down the personal style of our esteemed
patrons and customizing the design of the residential
unit accordingly, is the Company’s philosophy in
buildings homes that are of the essence, balancing
overall aesthetics and functionality. Each aspect
designed to nurture passions and interests. Its totality
meant to be a reflection of a complete persona.

Meanwhile, every home is part of a community that is
just as important to foster and curate. For like-minded
individuals and groups, who upholds the same values,
to come together and form a community, it brings
the living experience to new heights. Indeed there is
comfort in the unspoken familiarity of living with those
who are as gracious and agreeable as you. RLT builds
home and communities, more than buildings and
structures. It is our expression, all designed for you, all
meant for you.
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Why Invest in
Upscale Properties
in the Philippines?

Real estate has always proven to be a sound
investment option, especially when grounded on
solid fundamentals, such as growing demand,
economic growth, and the emergence of distinctive
opportunities. As it happens, this is the case with the
Philippines, which is now on the cusp of a property
boom that will ultimately be rewarding for those who
invest early enough.

The Philippines stands out among its neighbors in the
Southeast in that it is perhaps the most Westernized
nation in the region, owing to its three centuries of
Spanish colonization, followed by half a century of
American occupation that has resulted in a population
that is very comfortable with American popular culture,
tempered with traditional Spanish and Filipino values.

As is typical with rapidly developing countries,
development in the Philippines tends to focus on
key highly urbanized megacities. In particular, Metro
Manila, the capital region of the Philippines and seat of
government, serves as the primary engine for growth
and development, especially when it comes to real
estate. Composed of 16 cities and a municipality, this
area covers almost 620 square kilometers and is home
to some of the fastest-growing cities in Asia, including
Makati, Taguig, and Pasay. In all, Metro Manila is
responsible for some 37 percent of the country’s gross
domestic product (GDP).

The Philippines has been gaining global recognition
as a true service economy, and this can be seen in
its growth industries of business process outsourcing,
construction, and online gaming and leisure.
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One of the country’'s greatest strengths is its
conservative financial policies that have managed to
make it one of the most resilient economies in the
world, surviving the Asian Financial Crisis of 1998,
countless natural calamities, and the occasional
political discord. This has allowed the Philippines to
rack up 80 consecutive quarters of GDP growth, with
growth rates ranging from 6 to 8 percent per annum. It
has also made it the fifth fastest-growing economy in
Southeast Asia, outpacing even Singapore, Indonesia,
and Malaysia. It is recognized as one of the top twenty
best-performing economies in the world. Credit
rating agencies have favorably rated the Philippines.
Standard & Poor’s credit rating for Philippines stands
at BBB+ with stable outlook; Moody's credit rating for
Philippines was last set at Baa2 with stable outlook;
and Fitch's credit rating for Philippines was last
reported at BBB with stable outlook. Because of this,
international interest in investing in the Philippines has
increased, with foreign direct investments growing by
31 percent for 2018,

While the Philippine economy has historically been
driven by exports of agriculture and semiconductors,
the 2000s saw the rapid growth of the Business
Process Outsourcing (BPO) sector, which has seen
the country becoming one of the top destinations for
outsourced services from firms in the United States,
Europe and Australia. Today, the Philippines is the
second-largest supplier of BPO services in the world,
with 15 percent of the global market, thanks to its high
literacy rate, excellent English language skills, and its
understanding of Western culture.

Another key driver of Philippine GDP growth is its 2.2
million overseas Filipino workers, or OFWs. Seen as
the pillar of the country’s exported services, the huge
OFW sector is responsible for bringing in regular cash
remittances, totaling some US$31 billion in 2018, and
growing by at least three percent per annum.

Outsourced services plus OFW services have
translated to a growing middle class that, in turn, has
led to increases in disposable income, purchasing
power, and demand for capital goods among Filipinos.
In fact, the Philippine middle class is expected to
outspend ltaly's middle class by 2030. The country is
already home to some 67 million internet users and 61
million mobile services users.
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The Philippines is currently in the midst of a
property boom, and this is driven by a confluence
of factors, including the rapid growth of the BPO
industry, the continuous inflow of OFW remittances
(some 12 percent of which is typically used for real
property investments), the government's accelerated
infrastructure development program that is further
raising the values of real property, and even by the
rise of the offshore gaming industry, which has led to a
burst of demand for housing from a wave of immigrant

workers in this sector.

Residential condominiums, particularly premium or
luxury residences in prime areas of Metro Manila, have
become a sound investment asset. One big advantage
that the Philippine property market offers is that it
allows foreigners to own up to 40 percent of the units in
any condominium development. This provides foreign
investors with an opportunity to invest in some of the
highest-yielding real properties in Asia. On average,
property prices in Metro Manila have been yielding a
compounded annual growth rate of 17 percent, with
average rental yield on investment of 6 percent.

Luxury condominiums, in particular, have a rarified
target market in the form of (1) the Philippine upper
class, and (2) high-end foreign investors. With property
values appreciating by as much as 30 percent per
annum among the most exclusive residential offerings,
luxury condominiums have become
currency. Buyers typically purchase multiple units,
with the most premium units often being reserved
for personal use or as vacation units. Many families
whose children have also moved off to start their own

families and are therefore in an empty nest stage are

speculative

also opting to downsize, preferring to live in premium
condominiums rather than in their ancestral homes.

Finally, a growing trend also involves bulk purchasers
who convert the units into AirBnB rental residences,
demanding premium overnight rates for “staycation”
experiences. To this end, premium residential
condominium units are being transformed into virtual

serviced residences.

The fastest-appreciating properties can be found
in Pasay, which is enjoying a growth spurt due to its

0515-PHR-AR2018.indd 19
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being the location of choice for the fast-growing online
gaming industry. On the other hand, the most expensive
residential condominiums can be found at the Bonifacio
Global City development in Taguig, where units are
approximately pre-selling in from £215,000 to 400,000
per square meter, while Makati City comes at a close
second, with properties approximately pre-selling in
from £145,000 to #345,000 per square meter. These two
areas serve as the most sought-after central business
districts in the country today, known for their dynamic
and world-class business and leisure hubs. This is
the very reason why Philippine Realty and Holdings
Company is gearing up as it forays into developing
premium real estate properties in Bonifacio Global City,
gradually but surely laying the groundwork.

The bottom line is that the Philippines is experiencing
an era of high growth, fueled by a growing middle class,
high-growth service industries, government spending,
and stable financial and economic fundamentals. And
with real estate riding on this growth curve, there is no
better time than now to invest in Philippine properties.
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PHILIPPINE REALTY AND HOLDINGS CORPORATION
AND SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2018, 2017 and 2016
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Philippine Realty & Holdings Corporation

STATEMENT OF MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS

The management of PHILIPPINE REALTY AND HOLDINGS CORPORATION (the "Company") and
SUBSIDIARIES (the "Group") is responsible for the preparation and fair presentation of the financial
statements including the schedules attached therein, for the years ended December 31, 2018, 2017 and
2016, 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 due 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 Valencia and Co., the independent auditor appointed 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.

e s
GEKARDO O7 LANUZA, IR.

Chairman of the Board

ALFREDO §/ DBRRIO, JR.
Chief Executive Officer and President

/--—‘——'-'_m"‘“‘——‘-

EDMUNDO C. MEDRANO
Senior Vice President and Chief Financial Officer, Treasurer,
Compliance Officer and Chief Subsidiary Management Officer

Signed this 4th day of April 2019.

1 Balete Drive corner N. Domingo Street, Barangay Kaunlaran, District 4, Quezon City 1111 Tel.
Na.: 631-3179 Fax No.: (632) 634-1504
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REPORT OF INDEPENDENTAUDITORS

The Shareholders and Board of Directors

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

Brgy. Kaunlaran District 4

Quezon City

Opinion

We have audited the consolidated financial statements of Philippine Realty and Holdings Corporation and
Subsidiaries (the "Group"), which comprise the consolidated statements of financial position as at
December 31, 2018 and 2017, and the consolidated statements of total comprehensive income,
consolidated statements of changes in equity and consolidated statements of cash flows for the three years in
the period ended December 31, 2018, and notes to the consolidated financial statements, including a
summary of significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of the Group as at December 31, 2018 and 2017, and its consolidated
financial performance and its cash flows for the three years in the period ended December 31, 2018 in
accordance with Philippine Financial Reporting Standards (PFRSs).

Basis forOpinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs). Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
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 the ethical requirements that are relevant to our audits of the
financial statements in the Philippines, and we have fulfiled our other ethical responsibilities in
accordance with these requirements and the Code of Ethics.

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

KeyAudit Matters

Key audit matters are those matters that, in 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 statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.
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Valuation of Real Estate Inventories

The Risk

Real estate inventories constitute a material component in the Group's consolidated statement of
financial position. Real estate inventories amounted to P1.43 billion representing 28% of the total assets as
at December 31, 2018. Real estate inventories include properties under construction, newly built
properties that are held for sale in the ordinary course of business and land held for development. Real
estate inventories are valued at the lower of cost or marketand net realizable value.

The valuation of real estate inventories are influenced by assumptions and estimates regarding
construction costs to be incurred, and future selling prices. Weak demand and the consequential over
supply of residential units might exert downward pressure on transaction volumes and selling prices of
residential properties.

OurResponse

Based on a sample selected according to qualitative and quantitative factors, our audit procedures
included the following:

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

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

- Analysis of realizable values by inspecting the most recent sales contracts and comparing
expected future costs, costs already capitalized and expected sales proceeds from remaining
properties.

Allowance for Impairment Losses on Trade and Other Receivables

The Risk

The allowance for impairment losses on trade and other receivables is considered to be a matter of
significance as it requires the application of judgment and use of subjective assumptions by
management. As of December 31, 2018, trade and other receivables has a total carrying amount of PI.27

billion contributing 25% of the Group's total assets. Out of the total trade and other receivables, P258.93
million are already past due for more than a year but considered not impaired.

OurResponse
Our audit procedures included the following:
- Testing the Group's controls 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

exposures and our own knowledge of recent bad debtexperience in this industry.

- We also considered the adequacy of the Group's disclosures about the degree of estimation
involved in arriving at the provision.
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Adoption of PFRS 9. Financial Instruments

The Risk

On January 1, 2018, the Group adopted Philippine Financial Reporting Standards (PFRS) 9, Financial
Instruments. PFRS 9, which replaced PAS 39, Financial Instruments: Recognition and
Measurement, provides revised principles for classifying financial assets and introduces a forward-
looking expected credit loss model to assess impairment on debt financial assets not measured at fair
value through profit or loss and loan commitments and financial guarantee contracts. The Group
adopted the modified retrospective approach in adopting PFRS 9.

The Group's adoption of the Expected Credit Loss (ECL) model is significant to our audit as it involves the
exercise of significant management judgment and estimation. Key areas of judgment include:
segmenting the Group's credit risk exposures; determining the method to estimate lifetime ECL;
defining what comprises default; determining assumptions to be used in the ECL model such as the
expected life of the trade and other receivables and timing and amount of expected net recoveries from
defaulted accounts; and incorporating forward-looking information in calculating the ECL.

The effect of the adoption of the PFRS 9 ECL model was disclosed in Note 34 to the consolidated financial
statements.

Our Response

We obtained an understanding of the approved methodologies and models used for the Group's different
credit exposures and assessed whether these considered the requirements of PFRS 9 to reflect an
unbiased and probability-weighted outcome, the time value of money and, the best available forward-
looking information.

We (a) assessed the Group's segmentation of its credit risk exposures based on homogeneity of credit
risk characteristics; (b) checked the methodology used in applying the simplified approach by evaluating
the key inputs, assumptions, and formulas used; (c) compared the definition of default against historical
analysis of accounts and credit risk management policies and practices in place, (d) tested loss given
default by inspecting historical recoveries including the timing, related direct costs, and write-offs; (e)
evaluated the forward-looking information used for overlay through statistical test and corroboration
using publicly available information; and (f) tested the effective interest rate, or an approximation
thereof, used in discounting the expected loss.

Further, we checked the data used in the ECL models, such as the historical analysis of defaults, and
recovery data, by reconciling data from source system reports to the loss allowance analysis/models and
financial reporting systems. To the extent that the loss allowance analysis is based on credit exposures
that have been disaggregated into subsets with similar risk characteristics, we traced or re-performed
the disaggregation from source systems to the loss allowance analysis. We also assessed the
assumptions used where there are missing or insufficient data.

Responsibilities of Managementand Those Charged with Governance forthe 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.
A member of
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From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor's report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent auditor's report is Jose T. Valencia.

MACEDAVALENCIA&CO.

ense No.
ZBI697394089
Issued on January 31, 2019 at Makati City
SEC Accreditation No. (individual) as general auditor 1535-AR-1 Category A,
Effective until January 30, 2022
SEC Accreditation No. {firm) as general auditors 0196-FR-2;
Effective until March 29, 2020
TIN 119-894-676
BIR Accreditation No. 08-001987-008-2018
Issued on April 6, 2018; effective until:April 5, 2021
BOA/PRC Reg. No. 4748, effective until June 26,
2021

April 4, 2019
MakatiCity
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSID}RIES
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
DECEMBER 31,2018 AND 2017 AND JANUARY 1, 2017

IS

Decel‘h&ﬁc}l@Ol'ﬁm Azla'rr)ha7 ok 2077 , fsf
December 31, (As restated ~
Note 2018 Note 8) Note 8)
ASSETS
CurrentAssets
Cash and cash equivalents 3 P78,462,791 P140,866,864 P55,843,067
Financial assets at fair value through
proﬁt orloss (FVPL) 4 6,750,000 26,006,562 23,439,020
Trade and other receivables - current
portion 7 1,006,530,211 981,209,865 307,809,090
Real estate inventories 8 1,431,248,954 1,905,209,318 1,858,974,888
Prepayments and other assets - net 9 305,369,994 204,163,452 159,434,610
Total Current Assets 2,828,361,950 3,257,456,061 2,405,500,675
Non-current Assets
Financial assets at fair value through
other comprehensive income (FVOCI) 5 41,333,478 - =
Available-for-sale (AFS) financial assets 5 - 38,000,567 130,555,203
Held-to-maturity (HTM) financial assets 6 - 1,000,000 1,000,000
Trade and other receivables - non
current portion 7 265,669,488 88,31 3,370 500,769,478
Investments in and advances to
associates -net 10 76,673,455 84,878,451 81,750,944
Investment properties - net 12 1,693,172,141 865,348,710 196,982,999
Property and equipment - net 13 118,444,300 129,293,232 90,750,569
Deferred tax assets - net 28 - - 42,495,050
Total Non-current Assets 2,195,292,862 1,206,834,330 1,044,304,243
P5,023,654,812 P4,464,290,391 P3,449,804,918
LIABILITIES AND EQUITY
Liabilities
Current Liabilities
Trade and other payables - current
portion 14 P408,874,330 P195,320,065 P262,280,120
Unearnedincome 15 899,787 4,797,416 18,018,915
Loans payable 16 271,896,088 92,462,966 137,131,075
Total Current Liabilities 681,670,205 292,580,447 417,430,110
Non-~current Liabilities
Trade and other payabies - net of
current portion 14 176,447,232 154,427,282 26,822,814
Loans payable - net of current portion 16 388,782,961 764,358,197 150,584,964
Retirement benefit obligation 18 25,399,477 30,911,040 143,908,920
Deferred taxliabilities — net 28 242,606,874 75,250,972 S
_Othernon-current liabilities 22 38,015,065 65,063,582 - -
Total Non-current Liabilities 871,251,609 1,090,011,073 321,316,698
1,552,921,814 1,382,591,520 738,746,808

Forward
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND

SUBSIDIARIES CONSOLIDATED STATEMENTS OF FINANCIAL
POSITION DECEMBER 31,2018 AND 2017 AND JANUARY 1, 2017

December31, 2017

January 1,2017

December 31, (As restated - (As restated =
Note 2018 Note 8) Notes)
Equity Attributable to Equity Holders of
the Parent Company
Capital stock 29,30 P2,344,198,495 P2,344,198,495 P2,257,878,523
Additional paid-in capital 29,30 557,014,317 557,014,317 557,014,317
Reserves 31 66,940,178 195,307,585 177,517,992
Retained earnings (deficit) 617,459,124 153,038,847 (111,274,009)
Treasury stock 29 (109,712,439) (160,904,214) (163,383,895)
3,475,899,675 3,088,655,030 2,717,752,928
Equity Attributable to Non-Controlling
Interest 32 (5,166,677) (6,956,159) (6,694,818)
3,470,732,998 3,081,698,871 2,711,058,110
P5,023,654,812 P4,464,290,391

P3,449,804,918

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

CONSOLIDATED STATEMENTS OF TOTAL COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2018, 2017 AND 2016

Note 2018 2017 2016
INCOME
Sales of real estate P1,009,230,247 P785,934,606 P356,678,738
Rent 22 102,120,869 47,053,723 19,481,398
Management fees 20 34,047,671 30,159,048 31,581,353
Commission 21 6,676,026 7,561,923 7,721,013
Gain on sale of property and equipment 3,952,737 238,988 -
Interest 23 3,574,804 11,515,074 11,105,288
Gain on sale of AFS financial assets - 19,205,993 41,947
Equity in net income of an associate 10 - 3,127,507 -
Gain on sale of land invested in a joint
arrangement 11 - - 156,916,474
Otherincome 24 661,531,938 359,288,714 10,738,406
1,821,134,292 1,264,085,576 594,264,617
COSTS AND EXPENSES
Cost of real estate sold 8 594,013,963 471,047,441 223,046,461
Cost of services 25 70,491,179 70,322,494 51,444,181
General and administrative expenses 26 506,541,946 318,574,003 305,415,883
Finance cost 16 8,474,222 9,547,530 7,435,094
Equity in net loss of an associate 10 8,204,998 - 2,082,666
Other expenses 27 63,633,979 2,293,579 3,469,949
1,251,360,287 871,785,047 592,894,234
INCOME BEFORE INCOME TAX 569,774,005 392,300,529 1,370,383
INCOME TAX EXPENSE 28 178,840,222 129,790,383 9,758,491

NET INCOME (LOSS)

P390,933,783

P262,510,146

(P8,388,108)

Attributable to:
Equity holders of the parent P392,632,613 P264,361,753 (P3,902,319)
Non-controlling interest 32 (1,698,830) (1,851,607) (4,485,789)

P390,933,783

P262,510,146

(P8,388,108)

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 36,350,074
Transfer of loss on sale of available-for-

sale investments to profit or loss - (48,897) (41,947)
Items that will not be reclassified to profit or loss
Remeasurement of defined benefit

obligation, net of tax 31 8,137,444 (7,549,685) (541,767)
Unrealized holding loss on financial assets

at FVOCI 5,31 (15,449,604) - -

(7,312,160) 19,330,962 35,766,360

Total Comprehensive Income P383,621,623 P281,841,108 P27,378,252
BASIC EARNINGS (LOSS) PER SHARE 33 P0.08 P0.05 (P0.00)

See Notes to the Consolidated Financial Statements.

24/05/2019 11:54 AM



‘SJUBWISILIS [IoURUI{ PIIEPIOSUOD) dY] OF SBION 935

31

866'ceL'0Lb'ed  (££9'99T'Gd) S19°668'Sib'ed (6£v'21L'601Td) ¥2l'6SY'L19d 8/1°0v6'99d L1€'Y10°L55d  S6V‘861‘vveed 8102 ‘1€ Joquied9( je oduejeg
v0S‘21v's 21¢'88v's 261'726'T SLL'T6T'1S ¥99°/8.'1L (Lv2'SS0°'121) - -
- - - - 196°482°0V1 (195'282°0VT) - - uonendoadde jo [esianay
- - - SLLTETTS (S2£L'161°1S) - - - saJeys Jo aduenssiay
r0S‘2iv's zre'esy's 261'v26'T - - 261'v26'T - - 1DOA4 1e s3osse [edueuly Jo [esodsiq
- - - - (¢e1'80¢ L) 221'80¢°L1 - - IDOAA 1 S39sse [eidueul) 03 TdAA
18 S19SSE [RIDURULY JO UOIIRIIISSE[DR. JO 109447
£29'129'¢8¢ (0£8°869°1) g£5v'02g's8¢e - £19'2¢9'26¢ (091'21¢°2) - - Jeak 8y} 404 (SSO|) BWOdUI BAISUBYS4dWOD [B3O |
(091‘21¢'L) - (091‘21¢'L) - - (091‘21¢°2) - - Jeak ay3 1o} sSO| @AIsuUaya1dwod 18yl
¢8/'¢6'06% (0£8'869°T) £19'2¢9'26¢ - £19'2¢9'26¢ - - - Jeakayy Joj (SSO|) BwodUl 18N
(ss0]) wodu] sAIsusya.dwo)
1/8869'180'c  (651'956'9) 0£0'559'880‘c  (#12'¥06°091) L¥8'80°€ST G8S°L0£'S61 L1E'Y10'LSS S6v'861'vre'e L102 ‘T¢ JequisdsQ je sduejeg
£59'66.°88 - £59'66.'88 189°6LV2 - - - 2.6'61£98 SIBUMO Y}IM suoinoesuely |B10 |
189°6.L1‘C - 189'6.L1‘C 189°6L1°¢C - - - - saJeys Jo aduenssiay
2,6'61298 - 2.6'61298 - - - - 2.6'61298 9]qeAl®d3. Suo(3dLIdSgNS JO SUOIDd||0D
SJOUMO U}IM suojjoesuel |
80T'1¥8'182 (1v£'192) 6v7'201282 - 958'21£'v92 £65'68L'L1 - - 1eaf 8y} 10} (S50]) SWOdUI SAISUSYDdWOD (€30 |
296°'02¢'61 992'06S‘T 969'0VLLT - (L68°8Y) £6S'68L°LT - - 1eaA 8y} 104 (SSO]) BWOdUI BAISUBYIAWOD JIBYIO
91015292 (£09°1S8°T) gGL'19¢'v92 - £SL'19¢'v9¢ - - - Jeak ay3 10y (SSOJ) SwodUl 19N
(sso[) swooul aAIsuayaidwod)
OTI‘8S0'TTLC (818'7699) 826'2SL'LTL'2 (568°¢82°¢9T) (600'vL2°TTT) 266°L1S°LLT L1S'VT0'LSS £25'8/8°152'2 9102 ‘1¢ 19quiads( je sduejeq
000052 000052 - - 9GG'876'00L T - 995'668955 (zz1'8¥8°L592'2) SIBUMO U}IM suonoesuedy |e10 |
000052 000052 - - - - - - 1S2J93ul A&3140UlW 4O X203 |eyided ul aleys
- - - - 965'8¥6'00L‘T - 995'668959 (z21'8¥8°152'2) 3201s [e3ided jo anjea Jed Jo uoidNpay
SIDUMO U}IM Suoijoesuel |
zse'eLe Lz (6¥82¢S2'Y) T101°1£9°TE - (g5g‘0g2’?) YSy'198've - - 123K 3Y3 404 (SSOJ) BWOdUI SAISUBYDIdWOD [0 |
09¢'99/2'S¢e ove‘zge 0zr'egs'se - 996'1.9 YSv198've - - 1eah 8y} 104 dWOOUI BAISUBYDIdWOD 1BYIO
(801°'88¢8) (68L'S8Y'Y) (61£'206°¢) - (612'206°¢) - - - Jeak 8y} 104 SSO| 19N
(sso[) swooul aAIsuayaidwod)
898'62r'c89‘2d (696°'169°2d) £2Z8'121°989'2d (S68'¢8¢°¢9Td) (212°266'808°Td) 8¢5999‘2V1d 16.'v11d S¥9'92.'G1S'vd 9102 ‘T Aenuer je aduejeg
Knb3 |ejo) (2£ @10N) [e3ol {62 210N) (aoyaq)sbuiules  (Tg 3310N) (og (0g PUE 6Z S930N)
Isaleny| )¥o03gAunseas]  psuelay SaAIaSaY puegzseioN)  }oois [ende)
Buyjjosquod |eude) ui-pred
-UoN leuolippy

Auedwo) Jusied ayy jo stap|oH A}inb3 03 3|qeInquy Ayinb3
9102 ANV 4102 ‘8102 ‘1€ Y39WID3A AIANT SHVIA IHL YOS

ALINOI NI SIONVHI 40 SINIWILVLS A31VAITOSNOD

SANVIAISENS ANV NOILYHOdHYOD SONIATOH ANV ALTV3Y ANIddITIHd

24/05/2019 11:54 AM ‘

PHRC-FS.indd 31



32

PHRC-FS.indd 32

PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FORTHE YEARS ENDED DECEMBER 31, 2018, 2017 AND 2016

Note 2018 2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax P569,774,005 P392,300,529 P1,370,383
Adjustments for:
Impairment loss on trade and other
receivables 26 26,262,781 1,576,440 1,257,943
Impairment loss on other assets 26 16,637,343 - -
Depreciation and amortization 25,26 13,478,898 26,316,175 24,995,539
Provision for retirement benefits 18 11,008,355 9,885,206 82,398,786
Finance costs 16 8,474,222 9,547,530 7,435,094
Equity in net loss (income) of an associate 10 8,204,997 (3,127,507) 2,082,666
Gain on fair value adjustment of investment
properties 24 (511,432,937) (354,123,354) -
Reversal of various liabilities 24 (109,006,274) (1,058,516) (1,354,928)
Gain on sale of property and equipment—net 24,27 (3,644,424) (238,988) -
Interest income 23 (3,574,804) (11,515,074) (11,105,288)
Unrealized foreign exchange loss (gain) —net 24 (1,809,732) 161,501 (109,258)
Dividend income 24 (626,337) (400,915) (306,679)
Gain on sale of land invested in a joint
arrangement 11 - - (156,916,474)
Holding gain on trading investments 24 - - (7,559,983)
Gain on sale of AFS financial assets - (19,205,994) (41,947)
Operating income (loss) before working capital changes 23,746,093 50,117,033 (57,854,146)

Decrease (increase) in:
Trade and other receivables
Prepayments and other assets

(425,662,730)
(132,871,065)

(251,671,949)
(43,299,511)

(74,709,538)
28,252,613

Real estate inventories 473,960,364 (46,234,430) (452,955,447)
Increase (decrease) in:

Trade and other payables 346,390,221 125,727,619 42,212,283

Unearnedincome (3,897,629) (13,221,499) (25,447,424)

Other non-current liabilities (27,048,517) - -
Cash generated from (used in) operations 254,616,737 (178,582,736) (540,501,660)
Interest received 3,574,804 11,515,074 11,105,288
Dividends received 626,337 400,915 306,679
Contributions to retirement fund 18 (4,500,000) (800,000) (665,579)
Retirement benefit paid 18 (395,000) (132,868,347) -

Net cash provided by (used in) operating activities

253,922,878

(300,335,094)

(529,755,272)

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sale of AFS financial assets 5 21,952,385 118,817,906 -
Proceeds from disposal of property and equipment 9,902,823 1,493,191 915,550
Proceeds from sale of HTM Investments 1,000,000 - -
Additions to investment properties 12 (135,765,653) (329,274,552) -
Additions to property and equipment 13 (8,800,170) (52,432,611) (8,060,924)
Proceeds from sale of land invested in a joint

arrangement - - 218,299,727
Decrease in AFS financial assets - - 1,077,871
Net cash provided by (used in) investing activities (111,710,615) (261,396,066) 212,232,224

Forward
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2018, 2017 AND 2016

Note 2018 2017 2016
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from availment of loans 16 P9,287,000 P827,554,118 P246,098,000
Finance cost paid (8,474,222) (8,670,139) (7,549,824)
Payments of loans payable 16 (205,429,114) (258,448,994) (17,641,958)
Collection of subscriptions receivable 29 - 86,319,972 -
Net cash from (used in) financing activities (204,616,336) 646,754,957 220,906,218
NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS (62,404,073) 85,023,797 (96,616,830)
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 140,866,864 55,843,067 152,459,897
CASH AND CASH EQUIVALENTS
P78,462,791 P140,866,864 P55,843,067

AT END OF YEAR

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

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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 (50) 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 September 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 39).

During the Stockholders meeting last July 23, 2018, the Stockholders approved the amendment of
Article VII of the Parent Company’s Articles of Incorporation to increase 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 approval of the increase in authorized capital is still pending as of the
reporting date.

Upon approval by the SEC of the increase in authorized capital, GPI plans to contribute two vacant lots
in Bonifacio Global City (BGC) in exchange for the Parent Company's shares of stock. Meridian
Assurance Corporation (MAC), an associate, on the other hand plans to contribute various
condominium units and parking slots located at the Philippine Stock Exchange Centre (PSEC) in Pasig
City and at the Icon Plaza in Taguig City also in exchange for the Parent Company's shares of stock.

The Parent Company's registered office is at One Balete, 1 Balete Drive Corner N. Domingo St.
Brgy. Kaunlaran, District 4, Quezon City 1111, Philippines.

Status of Operations

On March 18, 2014, as recommended by the Rehabilitation Receiver for the successful implementation
of the court-approved Rehabilitation Plan, the Parent Company’s Motion to Terminate Rehabilitation
Proceeding on Account of the Successful Implementation of the Rehabilitation Plan was granted.
Accordingly, the Stay Order issued in this case was lifted. As a result, the Parent Company was able to
resume normal business operations without the supervision of a court approved receiver. On January 4,
2017, the Regional Trial Court Branch 93 of Quezon City has issued a Certificate of Finality to certify
that the order issued dated March 18, 2014 has become final and executory.

On February 9, 2016, the SEC approved the Parent Company’s quasi-reorganization reducing the par
value of its shares from P1.00 to P0.50 and the additional paid in capital arising from the reduction of the
par value was applied to the Parent Company's accumulated deficit (see Note 30).

The Parent Company earned total comprehensive income of P393.3 million in 2018, P265.1 million in
2017 and P65.7 million in 2016. The Parent Company plans to leverage its key understanding of the
property market through its Medium-Term Business and Financial plan. The objective of the plan is to
serve as a roadmap which will drive the Parent Company'’s profitability primarily by generating operating
income from recurring revenue sources and the proposed projects to be undertaken. First, major
properties owned by the Parent Company and GPI, who has undertaken to provide operational and
financial support to the Parent Company, will be developed for sale and lease. The Parent Company
plans to also maximize the utilization of all its existing developments and investment properties. The
Parent Company is likewise looking to grow its business through acquisition of revenue generating
assets or developments in key cities within and outside Metro Manila. Lastly, aside from internally -
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

generated funds, the Parent Company will continue to consider securing necessary and sufficient
funding from various financial sources.

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
and Exchange Commission (SEC) under Memorandum Circular Nos. 14-2018 and 3-2019 as discussed in
the section below on Adoption of New and Amended Accounting Standards and Interpretations. PFRS
includes all applicable PFRS, Philippine Accounting Standards (PAS), and interpretations of the Philippine
Interpretations Committee (PIC), Standing Interpretations Committee (SIC) and International Financial
Reporting Interpretations Committee (IFRIC), as approved by the Financial Reporting Standards Council
(FRSC) and adopted by the SEC.

The accompanying consolidated financial statements as at and for the year ended December 31, 2018
were approved and authorized for issuance by the Board of Directors (BOD) on April 4,2019.

Basis of Measurement
The consolidated financial statements have been prepared under the historical cost convention, except
for the following which are measured using alternative basis at each reporting date:

Financial assets at FVPL Fair value
Financial assets at FVOCI Fair value
Investment properties Fair value
Retirement benefit obligation Present value of the defined benefit

obligation less fair value of plan assets

Functional and Presentation Currency

The consolidated financial statements are presented in Philippine peso, which is the presentation and
functional currency of the Group. All financial information presented have been rounded to the nearest
peso, unless otherwise stated.

Use of Estimates and Judgments

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

Estimates and underlying assumptions are reviewed on an ongoing basis. 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 accounting policies that have the most significant effect on the amounts recognized in the
consolidated financial statements are described in Note 35.

35
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. Cashand Cash Equivalents

This account consists of:

2018 2017
Cashinbanks P68,368,920 P114,017,663
Cash onhand 42,000 103,576
Cash equivalents 10,051,871 26,745,625

P78,462,791 P140,866,864

Cash in banks earn average annual interest ranging from 1.0% to 1.25% in 2018 and 2017. Cash
equivalents represent short-term money market placements with maturities up to three months and
earn annual interest at the prevailing short-term investment rates.

Loss on money market investment amounted to P0.89 million as at December 31, 2018 (see Note 27).

Interest income recognized amounted to P2.40 million, P0.51 million and P0.12 million as at December
31,2018, 2017 and 2016, respectively (see Note 23).

Financial Assets at FVPL

The movements of financial assets at FVPL are summarized as follows:

Note 2018 2017
Balance, January 1 P26,006,562 P23,439,020
Reclassification to financial assets at FVOCI
Cost 5 (1,948,440) -
Accumulated unrealized holding gain 5 (17,308,122) -
Fair value adjustments - 2,567,542
Balance, December 31 P6,750,000 P26,006,562

These financial assets are equity securities of various listed companies. The fair values of these
securities are based on quoted market prices.

This account is composed of the following securities at fair value:

2018 2017

Property company P6,750,000 P6,750,000
Holding firms - 19,256,562
P6,750,000 P26,006,562

Dividend income recognized in profit or loss amounted to P400,915 and P306,679 in
2017 and 2016, respectively (see Note 24).

Financial Assets at FVOCIl and AFS Financial Assets

As disclosed in Note 34, the Group adopted PFRS 9, Financial Instruments effective January 1, 2018 and
opted not to restate comparative information. The Group’s investments classified as “Available-for-
sale financial assets” as at December 31, 2017 were reclassified as “Financial assets at fair value through
other comprehensive income” as at December 31, 2018 to conform with the new classification
categories under PFRS 9.
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As at December 31, 2018, financial assets at FVTPL consist of investments in:

Note 2018

At cost:
Listed shares of stock P58,332,806
Golf and country club shares 3,350,000
61,682,806
Accumulated unrealized holding loss 31,32 (20,349,328)
P41,333,478

As at December 31, 2017, available-for-sale financial assets consist of investments in:

Note 2017

At cost:

Listed shares of stock P61,766,112

Trust funds 504,805

Golf and country club shares 3,350,000

65,620,917
Accumulated unrealized holding loss 31,32 (27,620,350)
P38,000,567

The movements in the financial assets at FVOCI and AFS financial assets are summarized as follows:

PHRC-FS.indd 37

Note 2018 2017
January 1 P38,000,567 P130,555,203
Disposals (474,047) (119,435,283)
37,526,520 11,119,920
Fair value adjustments 31,32 (15,449,604) 26,929,544
Reclassification from financial assets at FVPL
Cost 4 1,948,440 -
Accumulated unrealized holding gain 4 17,308,122 -
Transfer to consolidated statements of total
comprehensive income on sale of AFS
investments - (48,897)
December 31 P41,333,478 P38,000,567
The movements in the accumulated unrealized holding loss are summarized as follows:
Note 2018 2017
January 1 (P27,620,350) (P54,549,894)
Fair value adjustments 31,32 (15,449,604) 26,929,544
Reclassification from financial assets at FVPL 4 17,308,122 -
Disposal 31,32 5,412,504 -
(P20,349,328) (P27,620,350)

Investments in shares of stock consist of investment in various listed equity securities and golf and
country club shares that management intends to continually hold for opportunity for return through
dividend income and membership purposes, respectively. The fair values of these investments are
based on quoted market prices. Unrealized holding gains or losses from market value fluctuations are

recognized as part of the Group’s reserves.
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The above investments in equity instruments are not held for trading and the Group irrevocably
elected to present subsequent changes in fair values in OCI.

Unrealized holding gain (loss) recognized in other comprehensive income from financial assets at
FVOCI/AFS financial assets amounted to (P15.4) million in 2018, P25.3 million in 2017 and P36.1 million
in 2016 (see Note 31).

Proceeds from disposal of investments amounted to P1,924,192 and P118,817,906 in 2018 and 2017,
respectively.

Dividend income recognized in profit or loss amounted to P626,337 in 2018 (see Note 24).

Held-to-Maturity (HTM) Financial Assets

As disclosed in Note 34, the Group adopted PFRS 9, Financial Instruments effective January 1, 2018 and
opted not to restate comparative information. The Group's investments classified as "HTM
Investments” as at December 31, 2017 were reclassified as “Financial assets at amortized cost” as at
January 1, 2018 to conform with the new classification categories under PFRS 9.

This account consists of P1.0 million unsecured subordinated note issued by a universal bank with
interest rate of 5.375% and has a term of 10 years. In 2018, the Group disposed the investment at its
face value.

Trade and Other Receivables

This account is composed of:

2018 2017

Trade:
Sale of real estate P1,052,682,768 P725,975,729
Lease 22,533,032 26,626,894
Management fees 5,954,270 6,168,145
Commission 4,983,724 4,829,540
Premiums receivable 4,400,104 3,654,748
Advances 44,116,719 60,612,247
Other receivables 163,458,986 279,464,772
1,298,129,603 1,107,332,075
Less: allowance for impairment loss 25,929,904 37,808,840

P1,272,199,699

P1,069,523,235

Trade receivables from sale of real estate include amounts due from buyers of the Parent Company's
condominium projects, generally over a 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 one year amounted P265.67 million in 2018 and P88.31
million in 2017. Trade receivables carry yield-to-maturity interest rates of 5.64% in 2018, 2017 and
2016. Interest income recognized amounted to P1,020,842, P879,085 and P746,775 as at December

31,2018, 2017 and 2016, respectively (see Note 23).
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Certain trade receivables with total carrying value of P11.9 million and P13.4 million as at
December 31, 2018 and 2017 are pledged to a local bank as collateral to the Parent Company'’s loans

payable (see Note 16).

Other receivables as at December 31, 2018 and 2017 include the outstanding receivables from Xcell
Property Ventures, Inc. (Xcell) amounting to P15.8 million and P265 million, respectively (see Note 11).
This also includes P98.4 million receivable in relation to the parcels of land sold in 2014. Cash amounting
to P18.8 million deposited under the name of the joint venture which was released as part of the
settlement agreement in 2018 was also included under this account (see Note 19). The rest of the

balances are receivables from lessees and concessionaires.

Receivables amounting to P25.9 million and P37.8 million as of December 31, 2018 and 2017,
respectively, were impaired and fully provided for. The allowance for doubtful accounts for trade

receivables has been determined as follows:

2018 2017
Collectively impaired P25,929,904 P22,301,040
Individually impaired - 15,507,800
Total P25,929,904 P37,808,840

An impairment analysis is performed at each 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
similar 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 deposits and advance rental are considered in the
calculation of impairment as recoveries. As of December 31, 2018, the exposure at default amounts to
P670.98 million. The expected credit loss rate is 3.86% that resulted in the ECL of P25.9 million as at

December 31, 2018 (see Note 37).

Movements in allowance for impairment losses on receivables in 2018 and 2017 are as follows:

Note 2018 2017
Balance at beginning of year P37,808,840 P37,747,557
Provisions for the year 26 26,262,781 61,283
Reversal of provisions (38,141,717) -
Balance at end of year P25,929,904 P37,808,840

Receivables amounting to niland P1,576,440 were directly written-offin 2018 and 2017, respectively.

8. Real Estate Inventories

This account consists of:

2018 2017 2016
In progress:
Andrea North Skyvillas Tower P631,496,290 P1,102,134,283 P1,347,240,380
Andrea North Estate 55,536,289 67,094,101 31,963,304
BGC Project 54,522,805 - -
Others 37,712,881 16,973,867 14,245,924
779,268,265 1,186,202,251 1,393,449,608
Forward
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2018 2017 2016
Completed units:
Andrea North Skyline Tower 219,779,747 228,314,325 239,185,202
Thelcon Plaza 19,846,249 25,251,249 30,791,051
Casa Miguel 6,895,314 6,895,314 6,895,314
246,521,310 260,460,888 276,871,567
Land held for development:
Baguio 269,892,466 269,892,466 -
New Manila, Quezon City 135,566,913 188,653,713 188,653,713
405,459,379 458,546,179 188,653,713

P1,431,248,954 P1,905,209,318 P1,858,974,888

BGC Project and Others represent the cost of the master plan design of the new towers in BGC and
Andrea North project, respectively.

In July 2011, the Parent Company had a joint arrangement with Xcell for the development of a
residential/commercial condominium on the Parent Company's Fort Bonifacio lot to be called “The Icon
Plaza.” The Parent Company contributed lot 9-4 to the joint arrangement 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 project. The Parent Company's share on the
saleable area of The Icon Plaza under joint arrangement with Xcell is recorded as real estate inventories.
The percentage of completion of The Icon Plaza is 100% as at December 31, 2018.

In 2018, although not yet approved by the Board of Accountancy, the Parent Company adopted PIC
Q&A 2018-11, Classification of Land by Real Estate Developer. Based on this interpretation, real estate
inventories include land which the BOD has previously approved to be developed into residential
development for sale. This was previously presented as real estate held for development under non-
current assets. Before the adoption of PIC Q&A 2018-11, the classification was based on the Parent
Company's timing to start the development of the property. This was reclassified under inventories in
the consolidated statements of financial position.

The impact of adoption is applied retrospectively which resulted to the following reclassifications in the
consolidated statements of financial position as follows:

As previously reported Asrestated

(January 1, 2017) Adjustments (January 1, 2017)

P1,670,321,175 P188,653,713 P1,858,974,888
188,653,713 (188,653,713) -

P1,858,974,888 - P1,858,974,888

Real estate inventories
Real estate held for development

As previously reported Asrestated
(December 31, 2017) Adjustments  (December 31, 2017)

P1,446,663,139 P458,546,179 P1,905,209,318
458,546,179  (458,546,179) -

P1,905,209,318 - P1,905,209,318

Real estate inventories
Real estate held for development

Certain real estate inventories are mortgaged as collaterals to loans (see Note 16).

The cost of real estate inventories recognized as cost of sales amounted to P594,013,963,
P471,047,441 and P223,046,461in 2018, 2017 and 2016, respectively.
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PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

9. Prepaymentsand Other Assets
This account consists of:
2018 2017
Creditable withholding tax P147,661,182 P135,871,413
Prepaid taxes 92,068,646 49,361,717
Prepaid expenses 41,023,462 -
Deferred input VAT 13,350,832 -
Utilities deposit 2,995,508 2,343,794
Input tax—net 115,589 645,114
Other assets 8,154,775 15,941,414
P305,369,994 P204,163,452
Creditable withholding 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 taxes are unutilized creditable withholding taxes, a portion of which was filed for refund with the
Bureau of Internal Revenue.
Prepaid expenses consist of advance payment for rent, real property tax, insurance premium and
membership dues.
Deposits pertain to refundable deposits paid to utility companies. These also include security
deposits paid in relation to an office lease agreement.
Other assets include advances made the Parent Company to a certain project amounting to P5.43
million and P4.43 million in 2018 and 2017, respectively, relating to master plan design.
10. Investments in and Advances to Associates

Details of the ownership interest in associates as at December 31 are as follows:

2018 2017
Le Cheval Holdings, Inc. (LCHI) 45% 45%
Alexandra (USA), Inc. (AUI) 45% 45%
Meridian Assurance Corporation 30% 30%
Details of investment in and advances to associates are as follows:
2018 2017
Meridian Assurance Corporation
Investment - acquisition cost P88,875,080 P88,875,080
Accumulated equity in net loss:
Balance at beginning of year (4,140,235) (7,276,418)
Equity in netincome (loss) for the year (8,195,521) 3,136,183
Balance at end of year (12,335,756) (4,140,235)
P76,539,324 P84,734,845

Forward
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2018 2017
Le Cheval Holdings, Inc.
Investment - acquisition cost P11,250 P11,250
Allowance for impairment loss (11,250) (11,250)
Accumulated equity in net income:
Balance at beginning of year 143,606 152,282
Equity in net loss for the year (9,477) (8,676)
Balance at end of year 134,129 143,606
P134,129 P143,606
Alexandra (USA), Inc.
Investment - acquisition cost P14,184,150 P14,184,150
Allowance for impairment loss (14,184,150) (14,184,150)
Advances to AUI 132,417,765 132,417,765

Allowance for unrecoverable advances (132,417,765) (132,417,765)

P76,673,455 P84,878,451

The Parent Company’'s management performed an assessment for impairment on its investment in and
advances to associates. The imminent liquidation of Alexandra USA, Inc. (AUI) indicates the possible
impairment in the value of investment in this entity. In 2011, the Parent Company provided an allowance
for impairment loss amounting to P14,184,150 for investments in AUl. The advances was likewise
provided with 100% allowance.

The Parent Company also provided an allowance for impairment loss amounting to P11,250 for
investments in LCHI.

Aggregated amounts relating to associates are as follows:

2018 2017

Meridian Assurance Corporation (MAC)

Total assets

P310,595,681

P362,135,175

Total liabilities 58,830,690 82,184,648

Net assets 251,764,991 279,950,527

Income 10,627,527 83,309,791

Cost and expenses (37,945,930) 72,855,848

Net income (loss) (P27,318,403) P10,453,943

Le Cheval Holdings, Inc. (LCHI)

Total assets P45,362 P45,362

Total liabilities 122,293 101,235

Net liabilities (76,931) (55,873)
Income - 378

Cost and expenses (21,058) (19,657)
Net loss (P21,058) (P19,279)
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The following are the principal activities of the Group's Associates:

Meridian Assurance Corporation

MAC was incorporated and registered with the SEC on March 16, 1960, renewed on November 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 from any unknown or contingent event, and to guarantee liabilities and obligations of any
person, 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. Further, MAC's objective
includes purchase or otherwise deal with any property or interest therein, real or personal, as may be
permitted by law.

MAC did not comply with the minimum capital requirement set by the Insurance Commission as of
December 31, 2016, as it is ceding its insurance business portfolio to another insurance company. MAC,
however, will continue servicing the administrative requirements of all outstanding policies issued until
their expiry. On March 30, 2017, MAC wrote the Insurance Commission to apply for a license as a
servicing company and tendered its Certificate of Authority (CA) 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 servicing company and issued a
servicing license. As a servicing insurance company, MAC's transactions are confined to: (i) accepting
periodic premium payments from its policyholders; (ii) granting policy loans and paying cash surrender
values of outstanding policies to its policyholders; (iii) reviving lapsed policies of its policyholders, and
(iv) such other related services. Upon divestment of the insurance business, MAC plans to engage in the
business of asset management.

The registered office of MAC is at the 7/F, West Tower, PSE 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 incorporated and registered with the SEC on August 30, 1994 as a holding company and
commenced operations as such by acquiring the majority outstanding shares of stock of Philippine
Racing Club, Inc. (PRCI), a holding company incorporated in the Philippines. In 1996, LCHI sold its shares
of stock with PRCI. 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. AUI is jointly owned with GPI (45%) and Warrenton Enterprises Corporation (10%) of
William Cu-Unjieng. AUl is in the process of liquidation after the completion of the projects in Naples
and Orlando. No information was obtained in the financial status and operations of AUl since 2012.

11.

Land Invested in Joint Arrangements

Xcell Property Ventures, Inc. (Xcell)

In 2014, the Parent Company and Xcell entered into a final arrangement that will be the final settlement
for both parties since Icon Residences and Andrea North Skyline were 100% completed and the
objectives of the agreement were already achieved. The land invested in the joint arrangement was
transferred to Xcell during the year and the Parent Company's final settlement from the project
amounted to a total of P891 million. The Parent Company recognized an income from the joint
arrangement amounting to P84.67 million in 2014. Interest income on receivables arising from the joint
arrangement amounting to P10,005,694 was recognized in 2017 and 2016 (see Note 23). The Parent
Company did not recognize interest income in 2018 as agreed with Xcell.

43

24/05/2019 11:54 AM



44

PHRC-FS.indd 44

PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Tagaytay Joint Arrangement

A parcel of land with an area of 39,975 square meters located in Iruhin West, Tagaytay City was
purchased at a cost of P60.4 million exclusively for the development in relation to the arrangement. In
2016, the Parent Company sold the land for a total consideration of P218.30 million with a gain of

P156.92 million.

12.

Investment Properties

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

Note 2018 2017
Balance, beginning P865,348,710 P300,473,610
Cost of investment property returned 19 180,624,841 -
Additions 135,765,653 329,274,552
Gain on change in fair value 24 511,432,937 354,123,354
Accumulated depreciation prior to
(118,522,806)

change to fair value method -

Balance, ending P1,693,172,141 P865,348,710

Xcell assigned certain Icon Plaza properties to the Parent Company as payment for the outstanding
balance related to the joint venture agreement (see Note 7).

An independent valuation of the Group's investment properties was performed by appraisers as of
November 7, 2018 and March 6, 2017 to determine their fair value. The external independent 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 done by adjusting, the
differences between the subject property and those actual sales and listings regarded as comparable.
The properties used as bases of comparison are situated within the immediate vicinity or at a different
floor level of the same building. Comparison would be premised on factors such as location, size and
physical attributes, selling terms, facilities offered and time element.

Details of investment properties are as follows:

2018 2017

Condominium units and parking spaces

PSE Tower | P971,197,140 P765,798,892
PSE Tower i 437,103,810 159,863,785
Icon Plaza 219,648,230 -
1,627,949,180 925,662,677
Accumulated depreciation - (118,522,806)
1,627,949,180 807,139,871
65,222,961 58,208,839

Baguio - residential properties

P1,693,172,141 P865,348,710
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Prior to the change in accounting policy in 2017 from cost model to fair value model, depreciation and
amortization expenses recognized in the consolidated statements of total comprehensive income are

as follows:
Note 2017 2016
Cost of services 25 P10,949,120 P12,533,633
General and administrative expenses 26 4,083,075 1,918,168
P15,032,195 P14,451,801

Rental income from the investment properties amounted to P102.1 millionin 2018, P47.1 million in 2017
and P19.5 million in 2016. Real property taxes attributable to investment properties amounted to
P6,078,246in 2018, P5,032,094 in 2017 and P3,082,791 in 2016, these are included as part of taxes and
licenses in cost of services. Other direct operating expenses arising from investment properties that
generate rental income represent depreciation of condominium units which amounted to nil in 2018,
P10,949,120in 2017 and P12,533,633 in 2016.

Certain investment properties are mortgaged as collateral to loans (see Note 16).

13.

Property and Equipment

The details of the carrying amounts of property and equipment, the gross carrying amounts, and
accumulated depreciation and amortization of property and equipment are shown below:

For the Years Ended December 31, 2018 and 2017

Condominium Office
Units, Building Furniture, Transportation Leasehold and
and Building Fixtures and and Other Office

Improvements Equipment Equipment Improvements Total
Cost
January 1, 2017 P100,965,997 P23,077,167 P27,548,842 P2,303,560 P153,895,566
Additions 20,006,752 1,245,750 31,180,109 - 52,432,611
Disposals - (55,804) (2,900,697) - (2,956,501)
December 31,2017 120,972,749 24,267,113 55,828,254 2,303,560 203,371,676
Additions - 1,769,541 7,030,629 - 8,800,170
Disposals (5,476,051) (709,685) (6,317,429) (1,082,379) (13,585,544)
December 31,2018 115,496,698 25,326,969 56,541,454 1,221,181 198,586,302
January 1, 2017 P23,850,494 P19,518,619 P18,162,722 P1,613,162 P63,144,997
Provision 3,898,409 1,060,519 7,306,932 45,450 12,311,310
Disposals - (42,628) (1,335,235) - (1,377,863)
December 31,2017 27,748,903 20,536,510 24,134,419 1,658,612 74,078,444
Provision 3,307,059 2,186,363 7,886,360 30,921 13,410,703
Disposals (2,860,577) (620,360) (3,269,730) (596,478) (7,347,145)
December 31,2018 28,195,385 22,102,513 28,751,049 1,093,055 80,142,002
At December 31, 2017 P93,223,846 P3,730,603 P31,693,835 P644,948 P129,293,232
At December 31,2018 P87,301,313 P3,224,456 P27,790,405 P128,126 P118,444,300

Certain transportation equipment of the Group with total carrying value of P6.36 million as at December
31,2018 are pledged as security under chattel mortgage (see Note 16).
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14.

Trade and Other Payables

This account consists of:

Note 2018 2017
Payable to ULC 19 P231,150,000 P -
Trade payables 119,833,572 22,419,294
Retention fee payable 90,701,060 122,952,888
Customers’ deposits 53,797,689 17,777,667
Accrued expenses 36,783,698 36,672,173
Refundable deposits 22 16,589,745 13,038,228
Due to government agencies 7,049,380 6,058,563
Output value added tax — net 443,583 97,533,421
Others 28,972,835 33,295,113

P585,321,562

P349,747,347

Non-current portion of trade and other payables amounted to P176,447,232 and P154,427,282 as at
December 31,2018 and 2017, respectively.

Accrued expenses consist of unpaid liabilities on outside services, insurance, supplies and other

miscellaneous expenses.

Retention fee payable pertains to retention fees withheld from the contractors of ongoing and

completed projects.

Customers' deposits consist of downpayments representing less than 25% of the contract price of the
condominium unit sold received from each customer which are deductible from the total contract price.

Due to government agencies consist mainly of payable to the Bureau of Internal Revenue, SSS, HDMF

and Philhealth.

Others consist of refunds payable, commissions payable and unearned rent income.

15.

Unearned Income

The Parent Company has an on-going project called the Andrea North Skyvillas Tower (“Skyvillas").
Skyvillas started constructionin 2011 and is 99.96% and 99.56% complete as at December 31, 2018 and

2017, respectively.

Details of unearned income are as follows:

2018

2017

Skyvillas Tower
Total sales value of completed units
Percentage uncompleted

P2,249,382,467

.04%

P1,090,321,800

0.44%

P899,787

4,797,416
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16. Loans Payable

The movements in the loans payable is summarized as follows:

2018 2017
Balance at beginning of year P856,821,163 P287,716,039
Availments of loan 9,287,000 827,554,118
Payments of principal (205,429,114) (258,448,994)
Balance at end of year P660,679,049 P856,821,163

Interest on loans payable amounted to P8,474,222, P9,547,530, and P7,435,094 as at
December 31, 2018, 2017 and 2016, respectively. Interest on loans payable capitalized as part of real
estate inventories amounted to P39,396,279in 2018.

The account is composed of the following:

2018 2017

Payable within one year:
Philippine Bank of Communications P111,111,111 P83,333,333
Maybank Philippines, Inc. 154,309,213 4,051,829
Union Bank of the Philippines 3,762,535 3,215,328
RCBC Savings Bank 2,713,229 1,862,476
271,896,088 92,462,966

Payable after one year:

Philippine Bank of Communications 304,355,555 416,666,667
Maybank Philippines, Inc. 14,561,586 168,842,100
Greenhills Properties, Inc. - 107,845,898
Meridian Assurance Corporation 50,000,000 50,000,000
Union Bank of the Philippines 11,368,274 13,291,879
RCBC Savings Bank 8,497,546 7,711,653
388,782,961 764,358,197
P660,679,049 P856,821,163

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 amount of P11.9 million and P13.4 million as at December 31, 2018 and 2017 (see
Note 7).

In 2016, the Parent Company entered into a loan and hold-out agreement with Maybank. In April 2016,
Maybank approved a P150 million credit line under which the Parent Company drewdown P80 million in
April 2016 and P70 million in May 2016. These loans are payable three (3) years from date of drawdown.
These loans bear 3.75% interest rate, payable monthly in arrears and secured by hold-out rights in favor
of Maybank over the time deposit covering the total amount of P150 million maintained by GPI in
Maybank Ortigas Branch.
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Meridian Assurance Corporation (MAC)

On July 29, 2016 and August 5, 2016, the Parent Company entered into a real estate mortgage with
Meridian Assurance Corporation. Loans from Meridian Assurance Corporation bear no interest and are
secured by mortgages on certain investment properties of the Parent Company. The mortgaged
properties have a total net book value of P83.67 million as at December 31, 2018 and 2017. No payment
is expected to be made in 2018 and accordingly, loan was classified as noncurrent liability in the
consolidated statements of financial position.

Greenhills Properties, Inc. (GPI)
On May 31, 2016, the Parent Company availed a P45 million loan from Greenhills Properties, Inc. which
bears 4% interest rate and is payable on May 25, 2017. The loan was fully paid on February 23, 2017.

In 2017, the Parent Company availed additional loan amounting to P195 million payable between three
(3) to five (5) years at a fixed interest rate of 8%, which shall be paid quarterly. In 2018, the Parent
Company settled its full obligation to GPI amounting to P195 million plus accrued interest of P7.52
million. Of the total amount, P25 million was settled in cash, P154.44 million was settled through
application of full payment on the three (3) units sold to GPl and the remaining balance amounting
P23.08 million was settled through application of payment on the 25% of the contract price of six (6)
units sold to GPlin 2017.

Union Bank of the Philippines (UBP)

In July 2016, the Parent Company availed car loans from Union Bank which bears 9.11% interest and is
payable in installment over sixty (60) months. These loans are secured by certain transportation
equipment of the Group (see Note 13).

RCBC Savings Bank (RCBC)

In July 2017, the Parent Company availed car loans from RCBC Savings Bank which bear 8.72% interest
and are payable in installment over sixty (60) months. These loans are secured by certain transportation
equipment of the Group (see Note 13).

Philippine Bank of Communications (PBCom)

In 2017, the Parent Company entered into a bridge funding agreement with PBCom. PBCom approved a
P500 million credit line under which the Parent Company drewdown P500 million in September 2017.
These loans are payable within five (5) years from date of drawdown. These loans bear 6% interest rate,
payable quarterly in arrears and secured by certain condominium units and other properties mortgaged
in favor of PBCom with total carrying amount of P271.6 million as at December 31,2018 and 2017.

17.

Related Party Transactions

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

As at and for the year ended Outstanding
December 31, 2018: Transactions balance Terms and conditions
Sale of real estate inventories Sales of condominium units to
Principal Shareholder related parties are based on the
Greenhills Properties, Inc. effective price list and terms
Sale of real estate P26,440,748 that would be available to third
inventories parties. The receivables are

Collections during the year (122,590,634) P165,312,421 secured with related units until
full payment; and payable
monthly in two (2) years.

See Note 16.
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As at and for the year ended Outstanding
December 31, 2018: Transactions balance Terms and conditions
Sale of service Sales of services are negotiated
Principal Shareholder with related parties on a cost-
Greenbhills Properties, Inc. plus basis.
Management services 1,106,057 The receivables are due 30 days
Collections during the year (1,106,057) - aftereveryend of the month.
The receivables are unsecured
and bear no interest.
Advances Advances to subsidiaries and
Alexandra (USA), Inc., associates are unsecured, non-
Associate - 132,417,765 interestbearingandto be
Le Cheval Holdings, Inc., settled in cash.
Associate 21,058 102,293
Meridian Assurance Corp.
Associate - (643)
Less: Allowance for
impairment loss - (132,417,765)
Balance, net 21,058 101,650
Loans payable
Principal Shareholder
Greenhills Properties, Inc.
Payments during the year 107,845,898 - See Note 16.
Associate
Meridian Assurance
Corporation
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- executive) and executive
term employee benefits 39,800,315 officers. Short-term benefits
Termination benefits are payable monthly and
Provision for retirement 5,638,264 termination benefits are

benefits/PVO

payable upon retirement.

As at and for the year ended
December 31, 2017:

Outstanding

Transactions balance

Terms and conditions

Sale ofreal estate inventories
Principal Shareholder
Greenhills Properties, Inc.
Sale of real estate
inventories

P348,616,409

Sales of condominium units to
related parties are based on the
price list in force and terms that
would be available to third
parties. The receivables are

Collections during the year (87,154,102) P261,462,307 secured; and payable monthly
in two (2) years.
Sale of service Sales of services are negotiated
Principal Shareholder with related parties on a cost-
Greenhills Properties, Inc. plus basis.
Management services 1,106,057 The receivables are due 30 days
Brokering services 847,738 after every end of the month.
Collections (1,953,795) " Thereceivables are unsecured
and bear no interest.
Forward
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As at and for the year ended

Outstanding

December 31, 2017: Transactions balance Terms and conditions
Advances (Associates) Advances are unsecured, non-
Alexandra (USA), Inc. - 132,417,765 interest bearing and settled in
Le Cheval Holdings, Inc. 19,657 81,235 cash.
Meridian Assurance
Corporation - (643)
Less: Allowance for
impairment loss - (132,417,765)
Balance, net 19,657 80,592
Loans payable
Principal Shareholder
Greenhills Properties, Inc.
Availment of loan 195,000,000
Payments during the year 132,154,102 107,845,898 See Note 16.
Associate
Meridian Assurance Corp.
Availment of loan -
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- executive) and executive
term employee benefits 47,010,465 P -  officers. Short-term benefits
Termination benefits are payable monthly and
Provision for retirement 13,819,273 12,250,682 termination benefits are

benefits/PVO

payable upon retirement.

Management Services

The Group provides general management services and financial management and supervision over the
janitorial and security services for the efficient administration of the properties of GPI, the ultimate
parent company, and third parties, collectively referred herein as property owners. In consideration for
said services, the Group charges the property owners a fixed monthly amount, with a 10% escalation
rate annually. These management contracts are renewable for a period of two (2) to three (3) years
upon mutual agreement of both the Group and the property owners.

Advances to (from) related parties

The Parent Company's substantial receivables from AUI, an associate, which is intended to fund the
latter's working capital requirement, represents non-interest bearing advances with no fixed term with
the option to convert to equity in case of increase in capital. Advances contributed by AUI's
stockholders were in accordance with the percentage of ownership of the stockholders in AUI.
Outstanding receivables amounted to P132.42 million in 2018 and 2017 which is fully provided with an
allowance for impairment loss and is included as part of advances to associates as disclosed in Note 10.

The Group has provided total allowance for unrecoverable advances amounting to P132.42 million as at
December 31,2018 and 2017.
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18. Retirement Benefit Plans

The Parent Company and TIBI operate funded, non-contributory defined benefit retirement plans
covering substantially all of their regular employees. The plans are administered by local banks as trustee
and provide for a lump-sum benefit payment upon retirement. The benefits are based on the employees’
monthly salary at retirement date multiplied by years of credited service. No other post-retirement

benefits are provided.

PPMI has an unfunded, noncontributory defined benefit retirement plan.

Through their defined benefit retirement plans, the Group is exposed to a number of risks, the most

significant of which are detailed below:

o Asset volatility - The plan liabilities are calculated using a discount rate set with reference to

corporate bond yields; if plan assets underperform this yield, this will create a deficit.

e Inflation risk - Some of the Group retirement obligations are linked to inflation, and higher inflation
will lead to higher liabilities (although, in most cases, caps on the level of inflationary increases are in
place to protect the plan against extreme inflation). The majority of the plans’ assets are either
unaffected by (fixed interest bonds) or loosely correlated with (equities) inflation, meaning that an

increase in inflation will also increase the deficit.

The most recent actuarial valuations of plan assets and the present value of the defined benefit obligation
were carried out by an independent actuary on February 26, 2019 for the year ended December 31, 2018.
The present values of the defined benefit obligations, the related current service costs and past service

costs were measured using the Projected Unit Credit Method.

Key assumptions used for the Parent Company:
Valuation at

2018 2017
Discountrate 7.38% 5.77%
Future salary increase 4.00% 4.00%
Key assumptions used for PPMI:
Valuation at
2018 2017
Discountrate 7.53% 5.70%
Future salary increase 6.00% 6.00%
Key assumptions used for TIBI:
Valuation at
2018 2017
Discount rate 5.80% 5.00%
Future salary increase 5.00% 3.00%

Assumptions regarding future mortality and disability are set based on actuarial advice in accordance

with published statistics and experience.
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The reconciliation of the present value of the defined benefit obligation (PVO) and the fair value of the
plan assets to the recognized liability presented as accrued retirement liability in the consolidated
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statements of financial position is as follows:

2018 2017
Present value of defined benefit obligation P56,239,182 P56,460,438
Fair value of plan assets 30,839,705 25,549,398
Recognized liability P25,399,477 P30,911,040
The movements in the present value of defined benefit obligation are shown below:
2018 2017
Liability at beginning of year P56,460,438 P168,178,855
Current service cost 9,524,942 7,632,425
Interest cost 3,233,966 2,798,894
Benefits paid (395,000) (132,868,347)
Remeasurement losses (gains)
Changes based on experience 382,752 12,073,707
Changes in demographic assumptions (3,622,874) (39,445)
Changes in financial assumptions (9,345,042) (1,315,651)
Liability at end of year P56,239,182 P56,460,438
The movements in the plan assets are shown below:
2018 2017
Fair value of plan assets at beginning of year P25,549,398 P24,269,935
Interest income 1,750,553 546,113
Contributions of the employers to the plans 4,500,000 800,000
Remeasurement loss
Return on plan assets, excluding amounts included in
interest income (960,246) (66,650)
Fair value of plan assets at end of year P30,839,705 P25,549,398

The Group expects to contribute P11,141,563 to the retirement fundin 2019.

The major category of plan assets as a percentage of the fair value of total plan assets as of December

31,2018 and 2017 are as follows:

2018 2017
Cash and cash equivalents P22,204,588 P22,738,964
Equity instruments 8,635,117 2,810,434
P30,839,705 P25,549,398
The retirement expense recognized in profit or loss consists of:
2018 2017 2016
Current service cost P9,524,942 P7,632,425 P10,865,711
Net interest on defined benefit liability 1,483,413 2,252,781 2,728,054
Past service cost - - 68,805,021
P11,008,355 P9,885,206 P82,398,786
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The retirement expense is recognized as part of employees’ benefits under operating expenses in the
consolidated statements of total comprehensive income.

The sensitivity analysis of the defined benefit obligation is:

Increase Effect on defined

(decrease) in benefit

basis points obligation
Discountrate 1.00% (P4,526,473)
(1.00%) 5,300,463

Future salary increase 1.00% 5,620,384
(1.00%) (4,849,656)

The above sensitivity analyses are based on changes in principal assumption while holding all other
assumptions constant. In practice, this is unlikely to occur, and changes in some of the assumptions
may be correlated. When calculating the sensitivity of the defined benefit obligation to significant
actuarial assumptions the same method (present value of the defined benefit obligation calculated with
the projected unit credit method at the end of the reporting period) has been applied as when
calculating the retirement liability recognized in the consolidated statements of financial position.

The BOD reviews the level of funding required for the retirement fund. This includes the asset-liability
matching (ALM) strategy and investment 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
monitors how the duration and expected yield of the investments are matching the expected cash
outflows arising from the retirement benefit obligation.

As of December 31, 2018, the weighted average duration of defined benefit obligation is 20.31 years
(2017: 24.43 years).

19.

Provisions and Contingencies

Parent Company

In 1998, the Parent Company sued Universal Leisure Corporation (ULC) for failing to pay the remaining
sales price of condominium units. ULC bought the penthouse unit located in the 34t 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 million. In February 2004, a decision
was rendered in favor of the defendant on the account that ULC is an assignee of receivables from DMCI
Project Developers, Inc. (DMCI) and Universal Rightfield Property Holdings, Inc. (URPHI). These
receivables are allegedly owed by the Parent Company to DMCI and URPHI as a result of cancellation of
a joint venture agreement in 1996 entered into by the Parent Company, DMCI and URPHI. The Parent
Company was ordered to either (i) deliver to ULC the titles of the condominium units and return to ULC,
as assignee of defendants DMCI and URPHI, the amount of P24.7 million or; (ii) to return to ULC the
amounts which have been paid including what have been deemed paid over the penthouse unit and the
parking spaces, and pay attorney's fees of P600,000. The Parent Company appealed the decision to the
Court of Appeals which affirmed the trial court’s decision with modification that reduced the attorney’s
fees from a total of P600,000 to P150,000. During 2011, the Parent Company provided an allowance of
P15,507,800 for accounts receivable that are deemed not recoverable from ULC. In December 2012,
the Parent Company filed a motion for Reconsideration and the same was denied. Thereafter, the
Parent Company filed a Petition for Review on Certiorari with the Supreme Court where the matter
resulted to amicable settlement and termination of legal proceedings.
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In October 2018, the Parent Company initiated discussions on amicable settlement with ULC offering
the return of the amounts paid and deemed paid for the penthouse unit and the 74 parking slots in
exchange for getting back the said properties. The parties were able to execute a settlement
agreement on February 19, 2019, wherein the Parent Company will pay ULC a total amount of
P231,000,000, covering the return of the amounts paid/deemed paid by ULC (for itself and as assignee
of DMCI and URPHI) for the penthouse unit located in the 34 floor, West Tower of the Philippine Stock
Exchange Centre (formerly Tektite Towers) containing a floor area of 2,370 square meters and 74
parking slots located at the Podium 3 Parking Level of the West Tower of the Philippine Stock Exchange
Centre which shall all be returned to the Parent Company, plus total legal fees of P150,000 (see Note
14).

With the settlement, ULC allowed the Parent Company to withdraw P18,808,073 from the joint account
set-up for the discontinued joint venture project by and among the Parent Company, DMCI and URPHI
(see Note 7). DMCI and URPHI contributed the funds in the joint venture account. The Parent Company
had to reverse the sale transactions it previously booked and reinstated the investment properties
returned at their cost of P180.62 million (see Note 12) and had to recognize a net loss on the settlement
of P62.07 million (see Note 27).

The Parent Company 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,
believe that final settlement, if any, will not be material to the Parent Company’s financial results.

Subsidiaries
Certain subsidiaries are defendants or parties in various lawsuits and claims involving civil and labor
cases. In the opinion of the subsidiaries’ management, these lawsuits and claims, if decided adversely,
will not involve sums having material effect on the subsidiaries’ financial 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 operations.

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

20.

Management Fees

The Group provides general management services and financial management and supervision over the
janitorial and security services through PPMI. In consideration for the said services, the Group charges
the property owners a fixed monthly amount with a 10% escalation rate annually. These management
contracts are renewable for a period of two (2) to three (3) years upon mutual agreement of both PPMI
and the property owners. The Group is entitled to fixed reimbursement of actual cost of the on-site
staff. The total income from management fees amounted to P34.0 million, P30.1 million and P31.6
millionin 2018, 2017 and 2016, respectively.

21.

Commission

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

2018 2017 2016

Insurance brokerage P6,583,300 P5,690,633 P7,112,097
Property management - 1,299,460 -

Others 92,726 571,830 608,916

P6,676,026 P7,561,923 P7,721,013
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22. Leases

The Group as lessor
The Group leases various condominium units to various lessees.

The rental income earned by the Group during 2018, 2017 and 2016 amounted to P102.12 million,
P47.05 million and P19.48 million, respectively. The lease contracts between the Company and its

lessees have a term of one year which are renewable annually.

Deferred rental income classified under other non-current liabilities amounting to P38.0 million and
P64.8 million as of December 31, 2018 and 2017, respectively, pertains to advance rent received from

lessees to be applied on the last three (3) months of the lease contract.

Refundable deposits on these lease agreements amounted to P16,589,745 in 2018 and P13,038,228 in
2017, andis included as part of trade and other payables as disclosed in Note 14.

The Group as lessee

The Group leases various office space and storage facilities from associates and third parties. Total
rent expense charged to operations amounted to P663,572, P516,937 and P765,544 in 2018, 2017 and

2016, respectively (see Note 25).

23.

Interest Income

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

Note 2018 2017 2016

Cash and cash equivalents 3 P2,401,445 P512,426 P117,319
Trade receivables 7 1,020,842 879,085 746,775
Joint arrangement 11 - 10,005,694 10,005,694
Others 152,517 117,869 235,500
P3,574,804 P11,515,074 P11,105,288

Interest income from joint arrangement pertains to the agreed amount of interest due to the late

remittance of the quarterly payments as mentioned in Note 11.

24.

OtherIncome

The account consists of:

Note 2018 2017 2016

Gain on fair value adjustment of

investment properties 12 P511,432,937 P354,123,354 P -
Reversal of various payables and

accruals 109,006,274 1,058,516 1,354,928
Reversal of allowance for

impairment losses on

receivables 7 38,141,717 - -
Unrealized foreign exchange gain 1,809,732 48,897 109,258

Forward
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Note 2018 2017 2016
Dividend income 4.5 P626,337 P400,915 P306,679
Holding gain on trading
investments - - 7,559,983
Miscellaneous 514,941 3,657,032 1,407,558
P661,531,938 P359,288,714 P10,738,406
25. Cost of Services
The account consists of:
Note 2018 2017 2016
Salaries, wages and other benefits P27,803,914 P21,737,674 P19,413,715
Outside services 11,065,543 2,697,552 1,513,575
Condominium dues 9,247,509 14,291,435 3,009,642
Taxes and licenses 6,172,262 5,520,127 3,082,791
Utilities 2,892,057 2,254,456 2,301,922
Insurance and bond premiums 2,270,615 1,939,127 495,237
Employees welfare 1,944,651 1,921,456 1,960,440
Supplies and materials 1,463,359 927,596 897,461
SSS, Pag-ibig and other contributions 1,298,923 1,086,044 1,104,419
Repairs and maintenance 1,226,447 2,072,631 1,133,336
Commission 864,270 1,186,819 462,666
Rental 22 663,572 516,937 765,544
Depreciation and amortization
Property and equipment 13 68,195 584,210 136,494
Investment properties 12 - 10,949,120 12,533,633
Transportation and travel 25,648 34,800 19,127
Others 3,484,214 2,602,510 2,614,179
P70,491,179 P70,322,494 P51,444,181
26. General and Administrative Expenses
The account consists of:
Note 2018 2017 2016
Marketing expense P194,616,920 P86,524,655 P29,898,450
Salaries, wages, and benefits 61,310,140 57,915,644 64,998,883
Taxes and licenses 40,926,242 12,769,446 19,643,808
Transportation and travel 35,247,324 42,400,956 15,304,143
Professional fees 27,994,929 25,749,694 18,021,845
Provision for impairment loss on
trade receivables 7 26,262,781 61,283 -
Representation and
entertainment 17,738,010 25,800,335 82,944
Impairment loss on other assets 16,637,343 - -
Depreciation and amortization
Property and equipment 13 13,410,703 10,699,770 9,745,297
Investment properties 12 - 4,083,075 1,918,168
Condominium dues 11,826,094 3,012,019 5,804,952

Forward
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Note 2018 2017 2016

SSS, Pag-ibig, Medicare and other
benefits P11,202,768 P5,583,071 P5,132,801
Insurance and bond premiums 11,108,663 8,389,155 5,927,490
Provision for retirement benefits 18 11,008,355 9,885,206 82,398,786
Outside services 6,974,218 6,366,142 29,764,095
Utilities 2,459,768 2,421,130 2,705,158
Postage and communication 1,920,092 1,713,373 2,050,488
Corporate social responsibility 869,372 763,005 1,115,318
Repairs and maintenance 144,552 132,698 175,230
Supplies and materials 141,468 196,821 275,798
Write-off of trade receivables - 1,576,440 1,257,943
Membership dues - 2,600 173,804
Miscellaneous 14,742,204 12,527,485 9,020,482

P506,541,946

P318,574,003

P305,415,883

Miscellaneous expenses include PSE fees, trainings and seminars, donations and contributions, and

various petty expenses.

27. Other Expenses

The account consists of:

Note 2018 2017 2016
Loss on settlement of lawsuit 19 P62,066,927 P- P-
Loss on money market
investment 3 886,578 - -
Bank charges 372,073 707,777 123,949
Loss on disposal of property
and equipment 308,313 - -
Others 89 1,585,802 3,346,000
P63,633,980 P2,293,579 P3,469,949
Others pertain to various individually insignificant expenses.
28. Income Taxes
The components of income tax expense (benefit) are as follows:
2018 2017 2016
Current P15,037,882 P8,808,783 P34,772,027
Deferred 163,802,340 120,981,600 (25,013,536)
P178,840,222 P129,790,383 P9,758,491
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The reconciliation of the provision for income tax expense computed at the statutory rate to the
provision shown in the consolidated statements of total comprehensive income is as follows:

2018 2017 2016
Income before income tax P569,774,005 P392,300,529 P1,370,383
Income tax expense 170,932,203 117,690,159 411,115
Additions to (reductions in) income tax
resulting from the tax effects of:
Non-deductible expenses 24,771,866 4,707,481 507,973
Impairment loss on trade and other
receivables and advances to
associates 7,500,598 - 278,893
Limit on interest expense 126,329 58,425 -
Movement on unrecognized deferred tax
assets (12,570,995) 19,340,628 11,397,386
Reversal of accruals and payables (11,153,755) - (441,681)
Interest income subjected to final tax (329,723) (153,728) (35,196)
Gain on changes in fair value of
investment property of a subsidiary (248,400) (5,200,248) -
Dividend income (187,901) (120,274) (92,004)
Gain on sale of shares of stocks - (5,761,798) -
Unrealized gain on trading investments - (770,262) (2,267,995)
P178,840,222 P129,790,383 P9,758,491

The Group is subject to either the 30% regular income tax or 2% minimum corporate income tax
(MCIT), whichever is higher. The excess MCIT over the regular income tax shall be carried forward and

applied against the regular income tax due for the next three consecutive taxable years.

The details of the Parent Company's MCIT are as follows:

Year Incurred Expiry date Amount Applied/Expired Balance
2018 2021 P13,057,870 P - P13,057,870
2017 2020 7,751,632 - 7,751,632
2016 2019 6,979,694 - 6,979,694
2015 2018 2,114,819 (2,114,819) -

P29,904,015 (P2,114,819) P27,789,196
The details of the Group’s NOLCO are as follows:

Year Incurred Expiry date Amount Applied Expired Balance
2018 2021 P1,261,869 P - P - P1,261,869
2017 2020 38,457,992 - - 38,457,992
2016 2019 27,238,477 - - 27,238,477
2015 2018 104,807,694 (85,895,939) (18,911,755) -

P171,766,033 (P85,895,939) (P18,911,755) P66,958,338
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The components of the net deferred income tax assets and liabilities recognized by the Group are as

follows:
2018 2017
TaxBase Deferred Tax Tax Base Deferred Tax
Deferred tax assets:
Deferred rent income P38,051,067 P11,415,320 P64,863,260 P19,458,978
Provision for retirement
benefits 23,765,513 7,129,654 65,172,510 19,551,753
Impairment loss on
receivables 600,407 180,122 328,300 98,490
62,416,987 18,725,096 130,364,070 39,109,221
Deferred tax liabilities:
Gain on fair value
adjustment of investment
properties 847,394,133 254,218,240 336,789,193 101,036,758
Accrued rent receivable 21,833,700 6,550,110 8,337,490 2,501,247
Unrealized foreign exchange
gain 1,878,733 563,620 - -
Revaluation surplus - - 36,073,960 10,822,188
871,106,566 261,331,970 381,200,643 114,360,193
(P808,689,579) (P242,606,874) (P250,836,573) (P75,250,972)

The recognized deferred tax assets were from the Parent Company and PPMI.

The Group's unrecognized deferred tax assets pertain to the following:

2018 2017
Tax Base Deferred Tax Tax Base Deferred Tax

Allowance for impairment loss

on advances to associates P170,204,107 P51,061,232 P166,223,470 P49,867,041
Net operatingloss carry-over 66,958,338 20,087,501 170,453,265 51,135,980
Allowance for impairment loss

onreceivables 21,082,642 6,324,792 37,240,467 11,172,140
Allowance for impairment loss

on investments in subsidiaries

and associates 19,918,196 5,975,459 19,918,193 5,975,458
Accrued retirement benefit

expense - - 1,813,347 544,004
MCIT 27,789,196 27,789,196 9,866,450 9,866,450

P305,952,479 P111,238,180 P405,515,192 P128,561,073

The deferred tax assets have not been recognized in respect of the above items because it is not
probable that sufficient future profit will be available against which the Company can utilize the benefits
there from.
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29. Capital Stock

Note 2018 2017 2016
Authorized
8,000,000,000 common shares
at P0.50 par value in 2018, 2017
and 2016 30 P4,000,000,000 P4,000,000,000 P4,000,000,000

Issued and outstanding
3,688,869,745 shares in 2018,

2017 and 2016 30 1,844,434,873 1,844,434,873 1,844,434,873
Subscribed
1,314,711,262 shares in 2018,
2017 and 2016; 657,355,632 657,355,632 657,355,632
Subscriptions receivable 30 (157,592,010) (157,592,010) (243,911,982)
499,763,622 499,763,622 413,443,650
2,344,198,495 2,344,198,495 2,257,878,523
Additional paid-in capital
Balance at beginning of year 557,014,317 557,014,317 114,751
Movements during the year 30 - - 800,841,947
Subscription receivable 30 - - (243,942,381)
Balance at end of year 557,014,317 557,014,317 557,014,317

P2,901,212,812

P2,901,212,812

P2,814,892,840

P109,712,439

P160,904,214

P163,383,895

Treasury stock

30. Quasi-Reorganization/Reduction in Par Value
On November 21, 2014, the shareholders of the Parent Company approved the following:
Quasi-reorganization consists of the following:

e Reduction of par value of the Parent Company's common shares from One Peso (P1.00) per
share to Fifty Centavos (P0.50) per share.

e Decrease in the authorized capital stock of the Parent Company from Eight Billion Pesos
(P8,000,000,000) to Four Billion Pesos (P4,000,000,000), divided into Eight Billion
(8,000,000,000) Common Shares.

e Resulting surplus from the reduction of par value to be credited to additional paid-in capital
amountingto P1,700,948,556 as of December 31, 2014.

e Offset of the Parent Company's deficit as of December 31, 2014 against additional paid in
capital.

The above was approved by the SEC on February 9, 2016.
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31. Reserves

This account consists of:

Note 2018 2017 2016
Appropriated retained earnings for:
Treasury stock acquisitions
Balance at beginning of year P250,000,000 P250,000,000 P250,000,000
Movements during the year (140,287,561) - -
Balance at end of year P109,712,439 P250,000,000 P250,000,000
Revaluation on FVOCI
Balance at beginning of year (24,132,038) (49,471,316) (85,588,450)
Effect of adoption of PFRS 9 5 17,308,122 - -
Disposal 1,924,192 - -
Movements during the year (15,449,604) 25,339,278 36,117,134
Balance at end of year (20,349,328) (24,132,038) (49,471,316)
Remeasurement loss on retirement
benefit obligation
Balance at beginning of year (30,798,439) (23,248,754) (22,706,987)
Movements during the year -
gross 11,624,918 (10,785,264) (773,954)
Movements during the year - tax (3,487,474) 3,235,579 232,187
Balance at end of year (22,660,995) (30,798,439) (23,248,754)
Others 238,062 238,062 238,062
P66,940,178 P195,307,585 P177,517,992

The Parent Company's appropriated retained earnings amounting to P250,000,000 was allocated for
the Parent Company's treasury stock acquisitions. On May 29, 2018, the Board of Directors approved
the release of P140,287,561 from the appropriated retained earnings since the Parent Company will

only restrict retained earnings equivalent to the cost of the treasury shares being held.

32. Non-controlling Interest

2018 2017
uUTC
January 1 P2,172,512 P2,408,393
Sharein net loss (130,595) (235,881)
December 31 2,041,917 2,172,512
Share inreserves
Unrealized holding gain (loss) on valuation of FVOCI
January 1 (3,488,312) (5,078,578)
Disposal 3,488,312 -
Unrealized holding loss - 1,590,266
December 31 - (3,488,312)
P2,041,917 (P1,315,800)
Forward
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2018

2017

Recon-X Energy Corporation
January 1
Share in net loss

(P5,640,359)
(1,568,235)

(P4,024,633)
(1,615,726)

December 31 (7,208,594)

(5,640,359)

(P5,166,677)

(P6,956,159)

33. Earnings (Loss) Per Share

2018 2017

2016

Net income (loss) attributable to equity
holders of Parent Company

Weighted average no. of common shares
issued and outstanding

P392,632,613 P264,361,753

4,877,907,002 4,877,907,002

(P3,902,319)

4,877,907,002

Income (loss) per share P0.08 P0.05 (P0.00)
The weighted average number of common shares was computed as follows:
2018 2017 2016

Issued and outstanding shares
Subscribed shares
Treasury shares

3,688,869,745
1,314,711,262
(125,674,005)

3,688,869,745
1,314,711,262
(125,674,005)

3,688,839,345
1,314,741,662
(125,674,005)

Average number of shares 4,877,907,002 4,877,907,002

4,877,907,002

The Group has no potential dilutive shares as at December 31, 2018,2017 and 2016.

34. Significant Accounting Policies

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

The accounting policies adopted in the preparation of the consolidated 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, 2018.

The nature and impact of each new standard and amendment are described below:

e PFRS 9, Financial Instruments. PFRS 9 replaces PAS 39, Financial Instruments: Recognition and
Measurement for annual periods beginning on or after January 1, 2018, bringing together all three
aspects of the accounting for financial instruments: classification and measurement; impairment;
and hedge accounting. The Group applied PFRS 9 using modified retrospective approach, with an
initial application date of January 1, 2018. The Group has not restated the comparative information,
which continues to be reported under PAS 39. Differences arising from the adoption of PFRS 9 have

been recognized directly in retained earnings and other components of equity.
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The nature of these adjustments are described below:

(a) Classification and measurement

Under PFRS 9, debt instruments are subsequently measured at fair value through profit or loss,
amortized cost, or fair value through OCI. The classification is based on two criteria: the Group's
business model for managing the assets; and whether the instruments’ contractual cash flows
represent ‘solely payments of principal and interest’ on the principal amount outstanding.

The assessment of the Group’s business model was made as of the date of initial application,
January 1, 2018, and then applied retrospectively to those financial assets that were not
derecognized before January 1, 2018. The assessment of whether contractual cash flows on debt
instruments are solely comprised of principal and interest was made based on the facts and
circumstances as at the initial recognition of the assets.

The classification and measurement requirements of PFRS 9 did not have a significant impact to the
Group. The Group continued measuring at fair value all financial assets previously held at fair value
under PAS 39. The following are the changes in the classification of the Group's financial assets:

» Cash and cash equivalents, trade and other receivables and advances to associates previously
classified as loans and receivables are held to collect contractual cash flows and give rise to cash
flows representing solely payments of principal and interest. These are now classified and
measured as financial assets at amortized cost beginning January 1, 2018.

* Equity investments in listed and non-listed companies previously classified as Available- for-sale
(AFS) financial assets are now classified and measured as financial assets designated at fair value
through OCI. The Group elected to classify irrevocably its equity investments under this category
asitintends to hold these investments for the foreseeable future (see Notes 4 and 5).

The Group has not designated any financial liabilities as at fair value through profit or loss. There are
no changes in classification and measurement for the Group's financial liabilities.

In summary, upon adoption of PFRS 9, the Group had the following required or elected
reclassifications as at January 1, 2018.

PFRS 9 Measurement Categories

Fair value
through Fair value
PAS 39 Categories Balances profitorloss  Amortized cost through OCI
Loans and receivables
Cash and cash equivalents P140,866,364 P - P140,866,364 P -
Trade and other receivables 1,069,523,235 - 1,060,848,146 -
Advances to associates 80,592 - 80,592 -
Available-for-sale financial assets 38,000,567 - - 38,000,567
Financial assets at FVPL 26,006,562 26,006,562 - -
P1,274,477,820 P26,006,562 P1,201,795,602 P38,000,567

(b) Impairment

The adoption of PFRS 9 has fundamentally changed the Group's accounting for impairment losses
for financial assets by replacing PAS 39's incurred loss approach with a forward- looking expected
credit loss (ECL) approach. PFRS 9 requires the Group to record an allowance for impairment losses
for all debt financial assets not held at FVPL. ECLs are based on the difference between the
contractual cash flows due in accordance with the contract and all the cash flows that the Group
expects to receive. The shortfall is then discounted at an approximation to the asset's original
effective interest rate. The expected cash flows will include cash flows from the sale of collateral
held or other credit enhancements that are integral to the contractual terms.
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For trade receivables, the Group has applied the standard’'s simplified approach and has calculated
ECLs based on lifetime expected credit losses. Therefore, the Group does not track changes in
credit risk, but instead recognizes aloss allowance based on lifetime ECLs at each reporting date.

The Group uses historical loss rates as input to assess credit risk characteristics. The Group
determines the appropriate receivables groupings based on shared credit risk characteristics such
as revenue type, collateral or type of customer. The historical loss rates are adjusted to reflect the
expected future changes in the portfolio condition and performance based on economic conditions
andindicators such as inflation and interest rates that are available as at the reporting date.

The key inputs in the model include the Group's definition of default and historical data of three
years for the origination, maturity date and default date. The Group considers trade receivables in
default when contractual payment are ninety (90) days past due. However, in certain cases, the
Group may also consider a receivable to be in default when internal or external information
indicates that the Group is unlikely to receive the outstanding contractual amounts in full before
taking into account any credit enhancements held by the Group.

For other financial assets such as accrued receivable, receivable from related parties and advances
to other companies, ECLs are recognized in two stages. For credit exposures for which there has
not been a significant increase in credit risk since initial recognition, ECLs are provided for credit
losses that result from default events that are possible within the next 12-months (a 12-month
ECL). For those credit exposures for which there has been a significant increase in credit risk since
initial recognition, a loss allowance is required for credit losses expected over the remaining life of
the exposure, irrespective of the timing of the default (a lifetime ECL).

The probability of default is applied to the estimate of the loss arising on default which is based on
the difference between the contractual cash flows due and those that the Group would expect to
receive, including from any credit enhancements, net of cash outflows. For purposes of calculating
loss given default, accounts are segmented based on facility/collateral type and completion. In
calculating the recovery rates, the Group considered collections of cash and/or cash from resale of
real estate properties, net of direct costs of obtaining and selling the real estate properties after
the default event such as commission, refurbishment, payment required under Maceda law and
cost to complete (for incomplete units).

As these are future cash flows, these are discounted back to the reporting date using the
appropriate effective interest rate, usually being the original EIR or an approximation thereof.

For other financial assets such as accrued receivable, receivable from related parties and advances
to other companies, ECLs are recognized in two stages. For credit exposures for which there has
not been a significant increase in credit risk since initial recognition, ECLs are provided for credit
losses that result from default events that are possible within the next 12-months (a 12-month
ECL). For those credit exposures for which there has been a significant increase in credit risk since
initial recognition, a loss allowance is required for credit losses expected over the remaining life of
the exposure, irrespective of the timing of the default (a lifetime ECL).

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

There is no transition adjustment in relation to the impairment allowance as of January 1, 2018.
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PFRS 15, Revenue from Contracts with Customers. PFRS 15 supersedes PAS 11, Construction
Contracts, PAS 18, Revenue and related Interpretations and it applies, with limited exceptions, to all
revenue arising from contracts with customers. PFRS 15 establishes a five-step model to account
for revenue arising from contracts with customers and requires that revenue be recognized at an
amount that reflects the consideration to which an entity expects to be entitled in exchange for
transferring goods or services to a customer.

PFRS 15 requires entities to exercise judgement, taking into consideration all of the relevant facts
and circumstances when applying each step of the model to contracts with their customers. The
standard also specifies the accounting for the incremental costs of obtaining a contract and the
costs directly related to fulfilling a contract. In addition, the standard requires extensive
disclosures.

On February 14, 2018, the PIC issued PIC Q&A 2018-12 (PIC Q&A) which provides guidance on
some implementation issues of PFRS 15 affecting the real estate industry. On October 25, 2018
and February 8, 2019, the SEC issued SEC Memorandum Circular No. 14 Series of 2018 and SEC
Memorandum Circular No. 3 Series of 2019, respectively, providing relief to the real estate industry
by deferring the application of the following provisions of the above PIC Q&A for a period of three
years until December 31, 2020:

a. Exclusion of land and uninstalled materials in the determination of percentage of completion
(POC) discussed in PIC Q&A No. 2018-12-E
. Accounting for significant financing component discussed in PIC Q&A No. 2018-12-D
c. Accounting to Common Usage Service Area (CUSA) Charges discussed in PIC Q&A No. 2018-
12-H

Under the same SEC Memorandum Circular No. 3 Series of 2019, the adoption of PIC Q&A No.
2018-14: PFRS 15 - Accounting for Cancellation of Real Estate Sales was also deferred until
December 31, 2020.

The SEC Memorandum Circular also provided the mandatory disclosure requirements should an

entity decide to avail of any relief. Disclosures should include:

a. Theaccounting policies applied.

b. Discussion of the deferral of the subject implementation issues in the PIC Q&A.

c. Qualitative discussion of the impact to the consolidated financial statements had the
concerned application guideline in the PIC Q&A has been adopted.

d. Should any of the deferral options result into a change in accounting policy (e.g., when an entity
excludes land and/or uninstalled materials in the POC calculation under the previous standard
but opted to include such components under the relief provided by the circular), such
accounting change will have to be accounted for under PAS 8, i.e., retrospectively, together
with the corresponding required quantitative disclosures.

Except for the CUSA charges discussed under PIC Q&A No. 2018-12-H which applies to leasing
transactions, the above deferral will only be applicable for real estate sales transactions.

Effective January 1, 2021, real estate companies will adopt PIC Q&A No. 2018-12 and PIC Q&A No.
2018-14 and any subsequent amendments thereof retrospectively or as the SEC will later
prescribe.
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The Group availed of the deferral of adoption of the above specific provisions of PIC Q&As. Had
these provisions been adopted, it would have the following impact in the consolidated financial
statements:

e The exclusion of land and uninstalled materials in the determination of POC would reduce the
percentage of completion of real estate projects resulting in a decrease in retained earnings as
at January 1, 2018 as well as a decrease in the revenue from real estate sales in 2018. This
would result to the land portion of sold inventories together with connection fees, to be
treated as contract fulfillment asset.

e The mismatch between the POC of the real estate projects and right to an amount of
consideration based on the schedule of payments explicit in the contract to sell would
constitute a significant financing component. Interest income would have been recognized for
contract assets and interest expense for contract liabilities using effective interest rate
method and this would have impacted retained earnings as at January 1, 2018 and the revenue
from real estate sales in 2018. Currently, any significant financing component arising from the
mismatch discussed above is not considered for revenue recognition purposes.

e Upon sales cancellation, the repossessed inventory would be recorded at fair value plus cost to
repossess (or fair value less cost to repossess if this would have been opted). This would have
increased retained earnings as at January 1, 2018 and gain from repossession in 2018.
Currently, the Group records the repossessed inventory at its original carrying amount and
recognize any difference between the carrying amount of the derecognized receivable and the
repossessed property in profit or loss.

The Group adopted PFRS 15 using the modified retrospective method of adoption with the date of
initial application of January 1, 2018. Under this method, the standard can be applied either to all
contracts at the date of initial application or only to contracts that are not completed at this date.
The Group elected to apply the standard to all contracts as at January 1, 2018.

The cumulative effect of initially applying PFRS 15 is recognized at the date of initial application as
an adjustment to the opening balance of retained earnings. Therefore, the comparative information
was not restated and continues to be reported under PAS 11, PAS 18 and related Interpretations.

The adoption of PFRS 15 did not have a material impact on the Group's consolidated statements of
total comprehensive income and consolidated statements of cash flows.

Amendments to PAS 28, /nvestments in Associates and Joint Ventures, Measuring an Associate or
Joint Venture at Fair Value (Part of Annual Improvements to PFRSs 2014 - 2016 Cycle). The
amendments clarify that an entity that is a venture capital organization, or other qualifying entity,
may elect, at initial recognition on an investment-by-investment basis, to measure its investments
in associates and joint ventures at fair value through profit or loss. They also clarify that if an entity
that is not itself an investment entity has an interest in an associate or joint venture that is an
investment entity, the entity may, when applying the equity method, elect to retain the fair value
measurement applied by that investment entity associate or joint venture to the investment entity
associate’s or joint venture's interests in subsidiaries. This election is made separately for each
investment entity associate or joint venture, at the later of the date on which (a) the investment
entity associate or joint venture is initially recognized; (b) the associate or joint venture becomes an
investment entity; and (c) the investment entity associate or joint venture first becomes a parent.
Retrospective application is required.

The amendments do not have material impact on the Group's consolidated financial statements.
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e Amendments to PAS 40, /nvestment Property, Transfers of Investment Property. The amendments
clarify when an entity should transfer property, including property under construction or
development into, or out of investment property. The amendments state that a change in use
occurs when the property meets, or ceases to meet, the definition of investment property and
there is evidence of the change in use. A mere change in management's intentions for the use of a
property does not provide evidence of a change in use. Retrospective application of the
amendments is not required and is only permitted if this is possible without the use of hindsight.

Since the Group's current practice is in line with the clarifications issued, the Group does not expect
any effect on its consolidated financial statements upon adoption of these amendments.

e  Philippine Interpretation IFRIC-22, Foreign Currency Transactions and Advance Consideration. The
interpretation clarifies that, in determining the spot exchange rate to use on initial recognition of
the related asset, expense or income (or part of it) on the derecognition of a non-monetary asset or
non-monetary liability relating to advance consideration, the date of the transaction is the date on
which an entity initially recognizes the non-monetary asset or non-monetary liability arising from
the advance consideration. If there are multiple payments or receipts in advance, then the entity
must determine the date of the transaction for each payment or receipt of advance consideration.
Retrospective application of this interpretation is not required.

Since the Group's current practice is in line with the clarifications issued, the Group does not expect
any effect on its consolidated financial statements upon adoption of this interpretation.

Amended Standard Effective January 1, 2018 but Not Applicable to the Group

e Amendments to PFRS 2, Share-based Payment, Classification and Measurement of Share-based
Payments Transactions
e Amendments to PFRS 4, Applying PFRS 9 Financial Instruments with PFRS 4 /nsurance Contracts

New and Amended Standards and Interpretation Not Yet Adopted

A number of new and amended standards and interpretations are effective for annual periods beginning
after January 1, 2018 and have not been applied in preparing the financial statements. Unless otherwise
indicated, none of these is expected to have a significant effect on the financial statements. The Group
will adopt the following new and amended standards and interpretations on the respective effective
dates:

Effective beginning on or after January 1, 2019

e Amendments to PFRS 9, Prepayment Features with Negative Compensation. Under PFRS 9, a debt
instrument can be measured at amortized cost or at fair value through other comprehensive
income, provided that the contractual cash flows are ‘solely payments of principal and interest
(SPPI) on the principal amount outstanding’ (the SPPI criterion) and the instrument is held within the
appropriate business model for that classification. The amendments to PFRS 9 clarify that a
financial asset passes the SPPI criterion regardless of the event or circumstance that causes the
early termination of the contract and irrespective of which party pays or receives reasonable
compensation for the early termination of the contract. The amendments should be applied
retrospectively and are effective from January 1, 2019, with earlier application permitted.

The Group is currently assessing the impact of adopting this interpretation.
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PFRS 16, Leases. PFRS 16 sets out the principles for the recognition, measurement, presentation
and disclosure of leases and requires lessees to account for all leases under a 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 (e.g., personal
computers) and short-term leases (i.e., leases with a lease term of 12 months or less). At the
commencement date of a lease, a lessee will recognize a liability to make lease payments (i.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). Lessees will be required to separately recognize the interest expense
on the lease liability and the depreciation expense on the right-of-use asset.

Lessees will be also required to remeasure the lease liability upon the occurrence of certain events
(e.g., a change in the lease term, a change in future lease payments resulting from a change in an
index or rate used to determine those payments). The lessee will generally recognize the amount of
the remeasurement of the lease liability as an adjustment to the right-of- use asset.

Lessor accounting under PFRS 16 is substantially unchanged from today’s accounting under PAS
17. Lessors will continue to classify all leases using the same classification principle as in PAS 17 and
distinguish between two types of leases: operating and finance leases.

PFRS 16 also requires lessees and lessors to make more extensive disclosures than under PAS 17.

A lessee can choose to apply the standard using either a full retrospective or a modified
retrospective approach. The standard’s transition provisions permit certain reliefs.

The Group is currently assessing the impact of adopting this standard.

Amendments to PAS 19, Employee Benefits, Plan Amendment, Curtailment or Settlement. The
amendments to PAS 19 address the accounting when a plan amendment, curtailment or settlement
occurs during a reporting period. The amendments specify that when a plan amendment,
curtailment or settlement occurs during the annual reporting period, an entity is required to:

- Determine current service cost for the remainder of the period after the plan amendment,
curtailment or settlement, using the actuarial assumptions used to remeasure the net defined
benefit liability (asset) reflecting the benefits offered under the plan and the plan assets after
that event.

- Determine net interest for the remainder of the period after the plan amendment, curtailment
or settlement using: the net defined benefit liability (asset) reflecting the benefits 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, without considering the effect of the asset ceiling. This amount is recognized in
profit or loss. An entity then determines the effect of the asset ceiling after the plan amendment,
curtailment or settlement. Any change in that effect, excluding amounts included in the net
interest, is recognized in other comprehensive income.

The amendments apply to plan amendments, curtailments, or settlements occurring on or after the
beginning of the first annual reporting period that begins on or after January 1, 2019, with early
application permitted. These amendments will apply only to any future plan amendments,
curtailments, or settlements of Group.
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Amendments to PAS 28, Long-term Interests in Associates and Joint Ventures. The amendments
clarify that an entity applies PFRS 9 to long-term interests in an associate or joint 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 (long-term interests). This clarification is relevant because it implies that
the expected credit loss model in PFRS 9 applies to such long-term interests.

The amendments also clarified that, in applying PFRS 9, an entity does not take account of any
losses of the associate or joint venture, or any impairment losses on the net investment,
recognized as adjustments to the net investment in the associate or joint venture that arise from
applying PAS 28, Investments in Associates and Joint Ventures.

The amendments should be applied retrospectively and are effective from January 1, 2019, with
early application permitted. The Group is currently assessing the impact of adopting this
interpretation.

Philippine Interpretation IFRIC-23, Uncertainty over Income Tax Treatments. The interpretation
addresses the accounting for income taxes when tax treatments involve uncertainty that affects
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 entity 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 loss), tax bases, unused tax losses, unused tax
credits and taxrates

- How an entity considers changes in facts and circumstances

An entity must determine whether to consider each uncertain tax treatment separately or together
with one or more other uncertain tax treatments. The approach that better predicts the resolution
of the uncertainty should be followed.

This interpretation is not relevant to the Group because there is no uncertainty involved in the tax
treatments made by management in connection with the calculation of current and deferred taxes
as of December 31,2018 and 2017.

Annual Improvements to PFRSs 2015-2017 Cycle

- Amendments to PFRS 3, Business Combinations, and PFRS 11, Joint Arrangements, Previously
Held Interest in a Joint Operation. The amendments clarify that, when an entity obtains control
of a business that is a joint operation, it applies the requirements for a business combination
achieved in stages, including remeasuring previously held interests in the assets and liabilities
of the joint operation at fair value. In doing so, the acquirer remeasures its entire previously
held interest in the joint operation.

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

An entity applies those amendments to business combinations for which the acquisition date is
on or after the beginning of the first annual reporting period beginning on or after January 1,
2019 and to transactions in which it obtains joint control on or after the beginning of the first
annual reporting period beginning on or after January 1, 2019, with early application permitted.
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These amendments are currently not applicable to the Group but may apply to future
transactions.

- Amendments to PAS 12, /ncome Tax Consequences of Payments on Financial Instruments
Classified as Equity. The amendments clarify that the income tax consequences of dividends
are linked more directly to past transactions or events that generated distributable profits than
to distributions to owners. Therefore, an entity recognizes the income tax consequences of
dividends in profit or loss, other comprehensive income or equity according to where the entity
originally recognized those past transactions or events.

An entity applies those amendments for annual reporting periods beginning on or after January
1, 2019, with early application is permitted. These amendments are relevant to the Group
because dividends declared by the Group to non-corporate shareholders give rise to tax
obligations under the current tax laws.

- Amendments to PAS 23, Borrowing Costs, Borrowing Costs Eligible for Capitalization. The
amendments clarify that an entity treats as part of general borrowings any borrowing originally
made to develop a qualifying asset when substantially all of the activities necessary to prepare
that asset for its intended use or sale are complete.

An entity applies those amendments to borrowing costs incurred on or after the beginning of
the annual reporting period in which the entity first applies those amendments. An entity
applies those amendments for annual reporting periods beginning on or after January 1, 2019,
with early application permitted. The Group is currently assessing the impact of adopting this
amendment.

Effective beginning on or after January 1, 2020

Amendments to PFRS 3, Definition of a Business. The amendments to PFRS 3 clarify the minimum
requirements to be a business, remove the assessment of a market participant’s ability to replace
missing elements, and narrow the definition of outputs. The amendments also add guidance to
assess whether an acquired process is substantive and add illustrative examples. An optional fair
value concentration test is introduced which permits a simplified assessment of whether an
acquired set of activities and assets is not a business.

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

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

Amendments to PAS 1, Presentation of Financial Statements, and PAS 8, Accounting Policies,
Changes in Accounting Estimates and Errors, Definition of Material. The amendments refine the
definition of material in PAS 1 and align the definitions used across PFRSs and other
pronouncements. They are intended to improve the understanding of the existing requirements
rather than to significantly impact an entity’'s materiality judgments.

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

¢ Amendments to PFRS 10, Consolidated Financial Statements, and PAS 28, Sale or Contribution of
Assets between an Investor and its Associate or Joint Venture. The amendments address the
conflict between PFRS 10 and PAS 28 in dealing with the loss of control 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 transfer 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 does not constitute a
business, however, is recognized only to the extent of unrelated investors' interests in the
associate or joint venture.

On January 13, 2016, the Financial Reporting Standards Council deferred the original effective date
of January 1, 2016 of the said amendments until the International Accounting Standards Board
(IASB) completes its broader review of the research project on equity accounting that may result in
the simplification of accounting for such transactions and of other aspects of accounting for
associates and joint ventures.

The Group is currently assessing the impact of adopting these amendments.

New Standard Not Applicable to the Group

e PFRS 17, /Insurance Contracts
The accounting policies set out below have been applied consistently to all periods presented in the
consolidated financial statements except accounting policies for financial assets and liabilities, and
revenue and cost recognition.
Basis of Consolidation
The consolidated financial statements incorporate the financial statements of the Parent Company and

entities controlled by the Parent Company, the subsidiaries, up to December 31 each year. Details of
the subsidiaries are shown in Note 39.

The consolidated financial statements were prepared using uniform accounting policies for like
transactions and other events in similar circumstances. Inter-company balances and transactions,
including inter-company profits and unrealized profits and losses, are eliminated.

Subsidiaries

Subsidiaries are all entities over which the Group has control. The Parent Company controls an entity
when the Parent Company is exposed to, or has rights to, variable returns from its involvement with the
entity and has the ability to affect those returns through its power over the entity. Subsidiaries are fully
consolidated from the date on which control is transferred to the Parent Company. They are
deconsolidated from the date that control ceases.

On acquisition, the assets and liabilities and contingent liabilities of a subsidiary are measured at their
fair values at the date of acquisition. Any excess of the cost of acquisition over the fair values of the
identifiable net assets acquired is recognized as goodwill. Any deficiency of the cost of acquisition
below the fair values of the identifiable net assets acquired i.e. discount on acquisition is credited to
profit and loss in the period of acquisition. The interest of minority shareholders is stated at the
minority’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 allocated against the interests
of the Parent Company.

Acquisition-related costs are expensed as incurred.
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Changes in ownership interests in subsidiaries without change of control

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

Associates and joint ventures

An associate is an entity over which the Parent Company is in a position to exercise significant
influence, but not control or joint control, through participation in the financial and operating policy
decisions of the investee.

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

An investment is accounted for using the equity method from the day it becomes an associate or joint
venture. The investment is initially recognized 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 identifiable assets,
liabilities and contingent liabilities is accounted for as goodwill and included in the carrying amount of
the investment and not amortized. Any excess of the investor's share of the net fair value of the
associate's identifiable assets, liabilities and contingent liabilities over the cost of the investment is
excluded from the carrying amount of the investment, and is instead included as income in the
determination of the share in the earnings of the investees.

Under the equity method, the investments in the investee companies are 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 companies, less any impairment losses. The consolidated statements of
total comprehensive income reflect the share of the results of the operations of the investee
companies. The Parent Company's share of post-acquisition movements in the investee's equity
reserves is recognized directly in equity. Profits and losses resulting from transactions between the
Parent Company and the investee companies are eliminated to the extent of the interest in the investee
companies and for unrealized losses to the extent that there is no evidence of impairment of the asset
transferred. Dividends received are treated as areduction of the carrying value of the investment.

The Group discontinues applying the equity method when their investments in investee companies are
reduced to zero. Accordingly, additional losses are not recognized unless the Group has guaranteed
certain 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 net income
equals the share of net losses not recognized during the period the equity method was suspended.

The reporting dates of the investee companies and the Group are identical and the investee companies’
accounting policies conform to those used by the Group for like transactions and events in similar
circumstances. Upon loss of significant influence over the associate, the Group measures and
recognizes any retaining investment at its fair value. Any difference between the carrying amount of the
associate upon loss of significant influence and the fair value of the retaining investment and proceeds
from disposal is recognized in profit or loss.

Business Combination

Business combinations are accounted for using the acquisition method. The cost of an acquisition is
measured as the aggregate of the consideration transferred, measured at acquisition date fair value and
the amount of any non-controlling interest in the acquiree. For each business combination, the acquirer
measures the non-controlling interest in the acquiree at fair value of the acquiree’s identifiable net
assets. Acquisition costs incurred are expensed and included in administrative expenses. When the
Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
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classification and designation in accordance with the contractual terms, economic circumstances 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 date through
profit or loss.

Any contingent consideration 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 deemed
to be an asset or liability will be recognized in accordance with PAS 39 either in profit or loss or as a
change to other comprehensive income. If the contingent consideration is classified as equity, it should
not be remeasured until it is finally settled within equity.

Segment Information

The Group's operating segments are organized and managed separately according to the nature of the
products and services provided, with each segment representing a strategic business unit that offers
different products and serves different markets. Financial information on operating segments is
presented in Note 39 to the financial statements. The Chief Executive Officer (the chief operating
decision maker) reviews management reports on a regular basis.

The measurement policies the Group used for segment reporting under PFRS 8 are the same as those
used in the financial statements. There have been no changes in the measurement methods used to
determine reported segment profit or loss from prior periods. All inter-segment transfers are carried
out atarm’s length prices.

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

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

The Group's principal business segments are as follows:

Sale of Real Estate and Leasing
Property Management
Insurance Brokerage

Holding Company

Travel Services

®aon oo

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

Cash and Cash Equivalents

Cash includes cash on hand and in banks and is stated at its face value. Cash in banks earns interest at
the prevailing interest rates. Cash equivalents are short-term, highly liquid investments that are readily
convertible 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.
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Financial Assets and Liabilities

Accounting Policies Effective January 1, 2018 for Financial Instruments
Financial Assets

Recognition

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 fair value of the consideration given (in case of an asset) or
received (in case of a liability). Transaction costs are included in the initial measurement of the Group's
financial assets, except for investments classified as at fair value through profit or loss. Subsequently,
financial assets are recognized either at fair value or at amortized cost.

Classification

The Group classifies its financial assets, at initial recognition, in the following categories: financial
assets at amortized cost, financial assets at FVOCI 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 recognition unless the Group changes its
business model for managing financial assets in which case all affected financial assets are reclassified
on the first day of the reporting period following the change in the business model.

Financial Assets at Amortized Cost. A financial asset is measured at amortized cost if it meets both of
the following conditions and is not designated as at FVPL:

= it is held within a business model whose objective is to hold financial assets to collect contractual
cash flows; and

= jts contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

After initial measurement, the financial assets are subsequently measured at amortized cost using the
effective interest method, less any allowance for impairment. Amortized cost is calculated by taking
into account any discount or premium on acquisition, and fees that are an integral part of the effective
interest rate. Gains and losses are recognized in profit or loss when the financial assets are reclassified
to FVPL, impaired or derecognized, as well as through the amortization process.

The Group's cash and cash equivalents, trade and other receivables and advances to associates are
included under this category.

Financial Assets at FVOCI/ (equity instruments). Upon initial recognition, the Group can elect to classify
irrevocably its equity investments as equity instruments designated at fair value through OCI when
they meet the definition of equity under PAS 32, Financial Instruments: Presentation and are not held
for trading. The classification is determined on an instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognized
as other income in the consolidated statement of total comprehensive income when the right of
payment has been established, except when the Group benefits from such proceeds as a recovery of
part of the cost of the financial asset, in which case, such gains are recorded in OCI. Equity instruments
designated at fair value through OCl are not subject to impairment assessment.
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The Group's financial assets at fair value through OCI includes investments in quoted and unquoted
equity instruments.

Financial Assets at FVPL. Financial assets at FVPL include financial assets held for trading, financial
assets designated upon initial recognition at fair value through profit or loss, or financial assets
mandatorily required to be measured at fair value. Financial assets are classified as held for trading if
they are acquired for the purpose of selling or repurchasing in the near term. Derivatives, including
separated embedded derivatives, are also 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 classified and measured at fair value through profit or loss, irrespective of the business
model. Notwithstanding the criteria for debt instruments to be classified at amortized cost or at fair
value through OCI, as described above, debt instruments may be designated at fair value through profit
or loss on initial recognition if doing so eliminates, or significantly reduces, an accounting mismatch.

Financial assets at fair value through profit or loss are carried in the consolidated 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 FVPL are classified under this category.

Impairment

The Group recognizes an allowance for expected credit losses (ECLs) for all debt instruments not held
at fair value through profit or loss. ECLs are based on the difference between the contractual cash flows
due in accordance with the contract and all the cash flows that the Group expects to receive,
discounted at an approximation of the original effective interest rate. The expected cash flows will
include cash flows from the sale of collateral held or other credit enhancements that are integral to the
contractual terms.

For trade receivables, the Group applies a simplified approach in calculating ECLs. Therefore, the Group
does not track changes in credit risk, but instead recognizes a loss allowance based on lifetime ECLs 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 experience, adjusted for forward-
looking factors specific to the debtors and the economic environment.

For other financial assets such as accrued receivable, receivable from related parties and advances to
other companies, ECLs are recognized in two stages. For credit exposures for which there has not been
a significant increase in credit risk since initial recognition, ECLs are provided for credit losses that
result from default events that are possible within the next 12-months (a 12-month ECL). For those
credit exposures for which there has been a significant increase in credit risk since initial recognition, a
loss allowance is required for credit losses expected over the remaining life of the exposure,
irrespective of the timing of the default (a lifetime ECL).

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

The Group considers a debt investment security to have low credit risk when its credit risk rating is
equivalent to the globally understood definition of ‘investment grade’.

The key inputs in the model include the Group's definition of default and historical data of three years
for the origination, maturity date and default date. The Group considers trade receivables in default
when contractual payment are 90 days past due, except for certain circumstances when the reason for
being past due is due to reconciliation with customers of payment records which are administrative in
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nature which may extend the definition of default to 90 days and beyond. However, in certain cases, the
Group may also consider a financial asset to be in default when internal or external information indicates
that the Group is unlikely to receive the outstanding contractual amounts in full before taking into
account any credit enhancements held by the Group.

Determining the stage for impairment

At each reporting date, the Group assesses whether there has been a significant increase in credit risk
for financial assets since initial recognition by comparing the risk of default occurring over the expected
life 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 information and forward-looking analysis.

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

An exposure will migrate through the ECL stages as asset quality deteriorates. If, in a subsequent
period, asset quality improves and also reverses any previously assessed significant increase in credit
risk since origination, then the loss allowance measurement reverts from lifetime ECL to 12- months
ECL.

Derecognition
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial
assets) is primarily derecognized when:

= Theright to receive cash flows from the asset has expired; or

=  The Group has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; and either: (a) has transferred substantially all the risks and rewards of the asset; or
(b) has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if and to what extent it has retained the risks and rewards of
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 involvement. In that case, the Group also recognizes the
associated liability. The transferred asset and the associated liability are measured on the basis that
reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration that
the Group is required to repay.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities 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 liabilities are recognized initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

The Group's financial liabilities include trade and other payables (except for payables to government),
other non-current liabilities and loans payable.
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Subsequent measurement
The measurement of financial liabilities depends on their classification, as described below:

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include financial liabilities held for trading and
financial liabilities designated upon initial recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are incurred for the purpose of repurchasing
in the near term. This category also includes derivative financial instruments entered into by the Group
that are not designated as hedging instruments in hedge relationships as defined by PFRS 9. Separated
embedded derivatives are also classified as held for trading unless they are designated as effective
hedging instruments.

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

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

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the EIR method. Gains and losses are recognized in profit or loss when the
liabilities are derecognized as well as through the EIR amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or
costs that are an integral part of the EIR. The EIR amortization is included as finance costs in the
statement of profit or loss.

This category generally applies to loans payable.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as the derecognition of the original liability and the recognition of a new liability.
The difference in the respective carrying amounts is recognized in the consolidated statement of
income.

Accounting Policies Applied to Financial Instruments until December 31, 2017

Recognition

Financial assets are recognized in the Group's consolidated financial statements when the Group
becomes a party to the contractual provisions of the instrument. Financial assets are recognized
initially at fair value. Transaction costs are included in the initial measurement of the Group's financial
assets, except for investments classified as at fair value through profit or loss. Subsequently, financial
assets are recognized either at fair value or at amortized cost.

Current financial assets include financial assets that are consumed or realized as part of the normal
operating cycle even when they are not expected to be realized within twelve months after the
reporting period, otherwise, they are classified as non-current assets.
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Classification

The Group classifies non-derivative financial assets into the following categories: financial assets at fair
value through profit or loss (FVPL), loans and receivables, held-to-maturity (HTM) investments and
available-for-sale (AFS) financial assets. The classification depends on the nature and purpose of the
financial asset and is determined at the time of initial recognition. As of the reporting date, the Group
has the following categories of financial assets:

Financial assets at fair value through profit or loss

Financial assets are classified as investments at fair value through profit or loss when these are acquired
for trading or are designated upon initial recognition. Financial assets under this category are initially
recorded and are subsequently measured at fair value with gains and losses arising from changes in fair
value being included in profit or loss for the year. Transaction costs on purchases and sale of financial
assets under this category are recognized as expense in profit or loss.

A financial asset is classified as at FVPL if:

a. it hasbeen acquired principally for the purpose of selling in the near future; or

b. itis a part of an identified portfolio of financial instruments that the Group manages together and
has arecent actual pattern of short-term profit-taking; or

c. itisaderivative thatis not designated and effective as a hedging instrument.

The Group's investment in equity securities of various listed Companies presented as “financial asset at
FVPL" in the consolidated statements of financial position are classified under this category.

Loans and receivables

Cash and cash equivalents, trade and other receivables and advances to associates that have fixed or
determinable payments that are not quoted in an active market are classified as loans and receivables.
Loans and receivables are initially recognized at fair value and subsequently measured at amortized
cost using the effective interest method, less any impairment. Interest income is recognized by
applying the effective interest rate, except for short-term receivables when the recognition of interest
would be immaterial.

Available-for-sale investments

Available-for-sale financial assets are those non-derivative financial assets that are designated as
available for sale or are not classified as (a) loans and receivables, (b) held-to-maturity investments or
(c) financial assets at fair value through profit or loss. Available-for-sale financial assets are initially
measured at fair value plus incremental direct transaction costs and subsequently are carried at fair
value. Unrealized gains and losses arising from changes in fair value are recognized directly in other
comprehensive income, with the exception of impairment losses, interest calculated using the effective
interest method and foreign exchange gains and losses on monetary assets, which are recognized
directly in profit or loss. When the available-for-sale financial asset is disposed of or is determined to be
impaired, the cumulative unrealized gain or loss previously recognized in equity is included in profit or
loss as areclassification adjustment even if the financial asset (AFS) has not been derecognized.

The Group's investment in listed shares of stocks and golf and country club shares presented as
available-for-sale financial assets in the consolidated statements of financial position are classified
under this category.

Impairment

Financial assets, other than those at fair value through profit or loss, are assessed for indicators of
impairment at each reporting date. Financial assets are impaired when there is objective evidence that,
as a result of one or more events that occurred after the initial recognition of the financial asset, the
estimated future cash flows of the investment have been affected.
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Available-for-sale financial assets

In the case of equity investments classified as available-for-sale, a significant or prolonged decline in
the fair value of the security below its cost is also evidence that the assets are impaired. Generally, the
Group treats 'significant’ as 20% or more and ‘prolonged’ as greater than twelve months. If any such
evidence exists for available-for-sale financial assets, the cumulative loss - measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on that financial asset
previously recognized in profit or loss - is removed from equity and recognized in profit or loss.
Impairment losses for an investment in an equity instrument classified as Available-for-sale financial
assets shall not be reversed through profit or loss but in other comprehensive income.

If, in a subsequent period, the fair value of a debt instrument classified as available-for-sale financial
assets increases and the increase can be objectively related to an event occurring after the impairment
loss was recognized in profit and loss for the year, the impairment loss shall be reversed, with the
amount of the reversal recognized in profit or loss for the year.

Loans and receivables

For loans and receivables category, the Group first assesses whether there is objective evidence of
impairment exists individually for receivables that are individually significant, and collectively for
receivables that are not individually significant. If the Group determines that no objective evidence of
impairment exists for an individually assessed receivable, whether significant of not, it includes the
asset in a group of financial assets with similar credit risk characteristics and collectively assesses those
for impairment. Receivables that are individually assessed for impairment and for which an impairment
loss is or continues to be recognized are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss on loans and receivables carried at amortized cost
has been incurred, the amount of the loss is measured as the difference between the asset's carrying
amount and the present value of estimated future cash flows, excluding future credit losses that have
not been incurred, discounted at the financial asset's original effective interest rate, i.e., the effective
interest rate computed at initial recognition. The carrying amount of the financial assets carried at
amortized cost is reduced directly by the impairment loss, with the exception of trade receivables
wherein the carrying amount is reduced through the use of an allowance account. If a loan has a variable
interest rate, the discount rate for measuring any impairment loss is the current effective interest rate
determined under the contract. As a practical expedient, the Group may measure impairment on the
basis of an instrument's fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognized, the previously recognized
impairment loss shall be reversed. The reversal shall not result in a carrying amount of the financial
asset that exceeds what the amortized cost would have been had the impairment not been recognized
at the date the impairment is reversed. The amount of the reversal shall be recognized in the profit or
loss for the year.

Other financial assets carried at cost

If there is objective evidence that an impairment loss has been incurred on an unquoted equity
instrument that is not carried at fair value because its fair value cannot be reliably measured or on a
derivative asset that is linked to and must be settled by delivery of such an unquoted equity instrument,
the amount of the impairment loss is measured as the difference between the carrying amount of the
financial asset and the present value of estimated future cash flows discounted at the current market
rate of return for a similar financial asset. Impairment losses on financial assets carried at cost are not
reversed.
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Derecognition
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial
assets) is derecognized when:

= Theright to receive cash flows from the asset has expired;
= The Group retains the right to receive cash flows from the asset, but has assumed an obligation to
pay them in full without material delay to a third party under a “pass-through” arrangement; or

The Group has transferred its right to receive cash flows from the asset and either has: (a) transferred
substantially all the risks and rewards of the asset; or (b) has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.

Financial Liabilities

Financial liabilities are recognized in the Group's consolidated financial statements when the Group
becomes a party to the contractual provisions of the instrument. Financial liabilities are initially
recognized at fair value. Transaction costs are included in the initial measurement of the Group's
financial liabilities, which do not include any debt instruments classified as at fair value through profit or
loss.

The Group classifies its financial liabilities in the following categories; financial liabilities at fair value
through profit or loss and other financial liabilities.

A financial liability is classified as at fair value through profit or loss if it is acquired or incurred principally
for the purpose of selling or repurchasing it in the near term or if it is part of a portfolio of identified
financial instruments that are managed together and for which there is evidence of a recent actual
pattern of short-term profit-taking. Financial liabilities held for trading also include obligations to deliver
financial assets borrowed by a short seller.

Financial liabilities that are not classified as at fair value through profit or loss are measured at
amortized cost. Financial liabilities measured at amortized cost are subsequently measured using the
effective interest method. The effective interest method is a method of calculating the amortized cost
of a financial liability and of allocating interest expense over the relevant period. The effective interest
rate is the rate that discounts estimated future cash payments through the expected life of the financial
liability or, when appropriate, a shorter period.

The Group has no financial liability at fair value through profit or loss. Other financial liabilities include
trade and other payables (except for payables to government), other non-current liabilities and loans
payable.

Classification of Financial Instruments between Liability and Equity

Financial instruments are classified as liability or equity in accordance with the substance of the
contractual arrangement. Interest, dividends, gains and losses relating to a financial instrument or a
component that is a financial liability, are reported as expense or income. Distributions to holders of
financial instruments classified as equity are charged directly to equity, net of any related income tax
benefits.

A financial instrument is classified as liability if it provides for a contractual obligation to:

= deliver cash or another financial asset to another entity;

= exchange financial assets or financial liabilities with another entity under conditions that are
potentially unfavorable to the Group; or

= satisfy the obligation other than by the exchange of a fixed amount of cash or another financial
asset for a fixed number of own equity shares.

If the Group does not have an unconditional right to avoid delivering cash or another financial asset to
settle its contractual obligation, the obligation meets the definition of a financial liability.
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The components of issued financial instruments that contain both liability and equity elements are
accounted for separately, with the equity component being assigned the residual amount after
deducting from the instrument as a whole or in part, the amount separately determined as the fair value
of the liability component on the date of issue.

Offsetting Financial Instruments

Financial assets and financial liabilities are offset and the net amount is reported in the consolidated
statements of financial position if, and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the assets and settle
the liabilities simultaneously.

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

recorded as assets and measured at the amount of cash paid. Subsequently, these are charged to
income as they are consumed in operations or expire with the passage of time.

Prepayments are classified in the consolidated statements of financial position as current asset when
the cost of goods or services related to the prepayment are expected to be incurred within one (1) year
or the Group's normal operating cycle, whichever is longer. Otherwise, prepayments are classified as
non-current assets.

Real Estate Inventories

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

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

Net realizable value is the estimated selling price in the ordinary course of the business, based on
market prices at the reporting date, less costs to complete and the estimated costs to sell.

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

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

Real estate held for development is measured at lower of cost and NRV. 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 development and constructionis in progress.

Property and Equipment

Property and equipment are initially measured at cost which consists of its purchase price and costs
directly attributable to bringing the asset to its working condition for its intended use and are
subsequently measured at cost less any accumulated depreciation, amortization and impairment
losses, if any.
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Subsequent expenditures relating to an item of property and equipment that have already been
recognized are added to the carrying amount of the asset when it is probable that future economic
benefits, in excess of the originally assessed standard of performance of the existing asset, will flow to
the Group. All other subsequent expenditures are recognized as expenses in the period in which those
areincurred.

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

Number of years
Building 25
Building improvements 5to 10
Office furniture, fixtures and equipment 3to 10
Transportation and other equipment 5

The assets’ residual values, estimated useful lives and depreciation and amortization methods are
reviewed periodically to ensure that the amounts, periods and methods of depreciation and
amortization are consistent with the expected pattern of economic benefits from items of property and
equipment.

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

Derecognition

An item of property and equipment is derecognized upon disposal or when no future economic benefits
are expected from its use or disposal at which time, the cost and their related accumulated depreciation
are removed from the accounts. Gain or loss arising on the disposal or retirement of an asset is
determined as the difference between the sales proceeds and the carrying amount of the asset and is
recognized in profit or loss.

Investment Properties

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 occupied by
the Group. Investment property is initially measured at cost incurred in acquiring the asset and
subsequently stated at fair value. Revaluations are made with sufficient reqularity by external
independent appraisers to ensure that the carrying amount does not differ materially from that which
would be determined using fair value at the end of the period. The external independent appraiser uses
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 done by adjusting, the
differences between the subject property and those actual sales and listings regarded as comparabile.
The properties used as bases of comparison are situated within the immediate vicinity or at different
floor levels of the same building. Comparison would be premised on factors such as location, size and
physical attributes, selling terms, facilities offered and time element.

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

A transfer is made to investment property when there is a change in use, evidenced by ending of owner-
occupation, commencement of an operating lease to another party or ending of construction or
development. A transfer is made from investment property when and only when there is a change in
use, evidenced by commencement of owner-occupation or commencement of development with a
view to sale. A transfer between investment property, owner-occupied property and inventory does
not change the carrying amount of the property transferred nor does it change the cost of that
property for measurement or disclosure purposes.
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Derecognition

Investment properties are derecognized when either they have been disposed of, or when the
investment property is permanently withdrawn from use and no future economic benefit is expected
from its disposal. Any gain or loss on the retirement or disposal of an investment property is recognized
in the consolidated statements of total comprehensive income in the year of retirement or disposal.

Impairment of Non-financial Assets

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

The recoverable amount of the non-financial asset is the higher of fair value less costs of disposal and
value-in-use. In assessing value-in-use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset for which the estimates of future cash flows have not been
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
expense.

When an impairment loss reverses subsequently, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, so that the increased carrying amount does not exceed the
carrying amount that would have been determined had no impairment loss been recognized in prior
years. Areversal of an impairment loss is recognized in profit or loss.

Fair Value Measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an ordinary
transaction between participants at measurement date.

The fair value of a non-financial asset is measured based on its highest and best use. The asset's current
use is presumed to be its 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 fulfill an obligation.

The Group measures fair values using the following fair value hierarchy that reflects the significance of
the inputs used in making the measurements:

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

e Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly; and

e Level 3:Inputs for the asset or liability that are not based on observable market 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 liabilities. 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 options are shown in equity as a
deduction from the proceeds, net of tax.

Additional paid-in capital
Additional paid-in capital pertains to premium paid over the par value of shares.

Retained earnings (deficit)

Retained earnings (deficit) include all the accumulated income (losses) of the Group, dividends declared
and share issuance costs. Retained earnings (deficit) is net of amount offset from additional paid-in
capital arising from the quasi-reorganization.

Treasury stock

The Parent Company's equity instruments which are reacquired (treasury shares) are recognized at
cost and deducted from equity. No gain or loss is recognized in the consolidated statements of total
comprehensive income on the purchase, sale, issue or cancellation of the Parent Company’s own equity
instruments. Any difference between the carrying amount and the consideration, if reissued, is
recognized in additional paid-in capital. Voting rights related to treasury shares are nullified for the
Group and no dividends are allocated to them respectively. When the shares are retired, the capital
stock account is reduced by its par value and the excess of cost over par value upon retirement is
debited to additional paid-in capital when the shares were issued and to retained earnings for the
remaining balance.

Employee Benefits

Short-term benefits

The Group recognizes a liability net of amounts already paid and an expense for services rendered by
employees during the accounting period. Short-term benefits given by the Group to its employees
include salaries and wages, social security contributions, short-term compensated absences, bonuses
and non-monetary benefits.

Post-employment benefits

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

The calculation of the defined benefit obligation (DBO) is performed on a periodic basis by a qualified
actuary using the projected unit credit method. When the calculation results in a potential asset for
the Group, the recognized asset is limited to the present value of economic benefits available in the
form of any future refunds from the plan or reductions in future contributions to the plan.

Remeasurements of the net defined benefit liability, which comprise actuarial gains and losses, the
return on plan assets (excluding interest) and the effect of the asset ceiling (if any, excluding interest),
are recognized immediately in OCI. The Group determines the net interest expense (income) on the
net defined benefit liability (asset) for the period by applying the discount rate used to measure the
DBO at the beginning of the annual period to the then net defined benefit liability (asset), taking into
account any changes in the net defined liability (asset) during the period as a result of contributions
and benefit payments. Net interest expense and other expenses related to the defined benefit plan
are recognized in profit or loss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit
that relates to past service or the gain or loss on curtailment is recognized immediately in profit or
loss.
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The Group recognizes gains and losses on the settlement of a defined benefit plan when the
settlement occurs.

Revenue Recognition

Revenue recognition effective January 1, 2018

Revenue from contracts with customers

Revenue from real estate sales

The Parent Company primarily derives its real estate revenue from the sale of vertical real estate
projects. Revenue from contracts with customers is recognized when control of the goods or services
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 disclosures of significant accounting judgements, estimates and assumptions relating to revenue
from contracts with customers are provided in Note 35.

The Parent Company derives its real estate revenue from sale of condominium units. Revenue from
the sale of these real estate projects under pre-completion stage are recognized over time during the
construction period (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
alternative use and the Parent Company has an enforceable right to payment for performance
completed to date.

In measuring the progress of its performance obligation over time, the Parent Company uses the
output method. The Parent Company recognizes revenue on the basis 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 measured using survey of performance completed
to date. This is based on the monthly project accomplishment 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 fulfilled by the
developer itself.

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

Any excess of collections over the recognized receivables are included in the “Deposits and other
current liabilities” account in the liabilities section of the consolidated statements of financial
position.

If any of the criteria under the full accrual or percentage-of-completion method is not met, the
deposit method is applied until all the conditions for recording a sale are met. Pending recognition of
sale, cash received from 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 revenue from management fee, commission, rental and interest income for
which the Group assessed that there is only one performance obligation. Revenue from contracts
with customers is recognized at a point in time when control of the goods or services are transferred
to the customer at an amount that reflects the consideration to which the Group expects to be
entitled in exchange for those goods or services.
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Management fee
Management fee is recognized when the related services have been performed in accordance with the
terms and conditions of the management agreement and applicable policies.

Commission income

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

Interest income

Interest income is accrued on a time proportion basis by reference to the principal outstanding and at
the effective interest rate applicable, which is the rate that discounts estimated future cash receipts
through the expected life of the financial asset to that asset's net carrying amount.

Rental income

Rent income from operating leases is recognized as income on a straight-line basis over the term of
the relevant lease. Benefits received and receivable as an incentive to enter into an operating lease are
also spread on a straight-line basis over the lease term.

Miscellaneous income
Miscellaneous income is recognized when earned.

Revenue recognition prior to January 1, 2018
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Group
and the revenue can be reliably measured.

Sales of real estate

The Parent Company assesses whether it is probable that the economic benefits will flow to the
Parent Company when the sales prices are collectible. Collectibility of the sales price is demonstrated
by the buyer’'s commitment to pay, which in turn is supported by substantial initial and continuing
investments that give the buyer a stake in the property sufficient that the risk of loss through default
motivates the buyer to honor its obligation to the seller. Collectibility is also assessed by considering
factors such as the credit standing of the buyer, age and location of the property.

Revenue from sales of completed real estate projects is accounted for using the full accrual method.
In accordance with PIC Q&A 2006-01, the percentage-of-completion method is used to recognize
income from sales of projects where the Parent Company has material obligations under the sales
contract to complete the project after the property is sold, the equitable interest has been
transferred to the buyer, construction is beyond preliminary stage (i.e., engineering, design work,
construction contracts execution, site clearance and preparation, excavation and the building
foundation are finished), and the costs incurred or to be incurred can be measured reliably. Under this
method, revenue is recognized as the related obligations are fulfilled, measured principally on the
basis of the physical proportion of contract work. The percentage of completion is determined by the
Parent Company's project engineers.

Any excess of collections over the recognized receivables are included in the “Deposits and other
current liabilities” account in the liabilities section of the consolidated statements of financial
position.

If any of the criteria under the full accrual or percentage-of-completion method is not met, the
deposit method is applied until all the conditions for recording a sale are met. Pending recognition of
sale, cash received from buyers are presented under the "Deposits and other current liabilities”
account in the liabilities section of the consolidated statements of financial position.
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Management fee
Management fee is recognized when the related services have been performed in accordance with the
terms and conditions of the management agreement and applicable policies.

Rental income

Rental income under noncancellable and cancellable leases on investment properties is recognized in
the consolidated statements of total comprehensive income on a straight-line basis over the lease
term and the terms of the lease, respectively, or based on a certain percentage of the gross revenue
of the tenants, as provided under the terms of the lease contract.

Commission income

Revenue from commissions is recognized at the time it is earned, generally as of the effective date of
the applicable policies. Revenue recognized is the amount of commission earned as an agent and
excludes amounts collected on behalf of the principal.

Gain on sale of non-financial assets

Gain on sale of non-financial asset is recognized at the time of disposal of the non-financial asset. The
difference between the net disposal proceeds and carrying amount of the non-financial asset is
recognized in profit or loss.

Realized and unrealized gains on sale of financial assets at FVPL

Realized gains are recognized at the time of disposal of the securities on a trade date basis. Unrealized
gains on changes in fair value of trading securities are recognized in profit or loss upon revaluation at
eachreporting date.

Interest income
Interest income is recognized as it accrues using the effective interest method.

Dividend income
Dividend income from investments is recognized when the shareholders’ rights to receive payment
have been established.

Other income
Otherincome is recognized when earned.

Unearned Income

Unearned income represents collections from customers which are as of the reporting period not yet
earned. Unearned income are initially recorded as liability and recognized at the amount actually
received. Subsequently, these are earned through profit or loss based on the percentage of completion
of the property sold.

Cost recognition from real estate sales effective January 1, 2018

The Parent Company recognizes costs relating to satisfied performance obligations as these are
incurred taking into consideration the contract fulfilment assets such as connection fees. These
include costs of land, land development costs, building costs, professional fees, depreciation, permits
and licenses and capitalized borrowing costs. These costs are allocated to the saleable area, with the
portion allocable to the sold area being recognized as costs of sales while the portion allocable to the
unsold area being recognized as part of real estate inventories.

Contract costs include all direct materials and labor costs and those indirect costs related to contract
performance. Expected losses on contracts are recognized immediately when it is probable that the
total contract costs will exceed total contract revenue. Changes in contract performance, contract
conditions and estimated profitability, including those arising from contract penalty provisions, and
final contract settlements which may result in revisions to estimated costs and gross margins are
recognized in the year in which the changes are determined.
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Cost recognition from real estate sales prior to January 1, 2018

Cost of real estate sales is recognized consistent 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 residential 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 include estimated costs for future development works, as determined by the Parent
Company's in-house technical staff.

Estimated development costs include direct land development, shared development cost, building
cost, external development cost, professional fees, post construction, contingency, miscellaneous
and socialized housing. Miscellaneous costs include payments such as permits and licenses, business
permits, development charges and claims from third parties which are attributable to the project.
Contingency includes fund reserved for unforeseen expenses and/ or cost adjustments. Revisions in
estimated development costs brought about by increases in projected costs in excess of the original
budgeted amounts are considered as special budget appropriations that are approved by
management and are made to form part of total project costs on a prospective basis and allocated
between costs of sales and real estate inventories.

Cost and Expense Recognition

Costs and expenses are recognized in profit or loss when a decrease in future economic benefit related
to a decrease in an asset or an increase in a liability has arisen that can be measured reliably. Costs and
expenses are recognized in profit or loss on the basis of: (i) a direct association between the costs
incurred and the earning of specific items of income; (ii) systematic and rational allocation procedures
when economic benefits are expected to arise over several accounting periods and the association with
income can only be broadly or indirectly determined; or (iii) immediately when an expenditure produces
no future economic benefits or when, and to the extent 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 presented using
the function of expense method. General and administrative expenses are costs attributable to general,
administrative and other business activities of the Group.

Borrowing Costs

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

Borrowing costs are capitalized from the commencement of the development work until the date of
practical completion. The capitalization of borrowing costs is suspended if there are prolonged periods
when development activity is interrupted. If the carrying amount of the asset exceeds its recoverable
amount, animpairment loss is recorded.

Leases

Group as Lessee

Leases where the lessor retains substantially 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 consolidated
statements of total comprehensive income on a straight-line basis while the variable rent is recognized
as an expense based on terms of the lease contract.
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Group as Lessor

Leases where the Group does not transfer substantially all the risk and benefits of ownership of the
assets are classified as operating leases. Lease payments received are recognized as an income in the
consolidated statements of total comprehensive income on a straight-line basis over the lease term.
Initial direct costs incurred in negotiating operating leases are added to the carrying amount of the
leased asset and recognized over the lease term on the same basis as the rental income. Contingent
rents are recognized as revenue in the period in which they are earned.

Foreign Currency Transactions and Translation

Transactions in currencies other than Philippine peso are recorded at the rates of exchange prevailing
on the dates of the transactions. At each reporting date, monetary assets and liabilities that are
denominated in foreign currencies are restated at the rates prevailing on the reporting date. Non-
monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are not
retranslated. Exchange gains or losses arising from foreign exchange transactions are credited to or
charged against operations for the year.

Income Tax

Income tax expense for the year comprises current and deferred tax. Income tax is recognized in profit
or loss, except to the extent that it relates to items recognized in other comprehensive income or
directly in equity. In this case the tax is 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 periodically evaluates positions in income tax returns with respect to situations in which
applicable tax regulation is subject to 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 between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financial statements. However, deferred
income tax is not accounted 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. Deferred income tax is determined using tax rates (and laws) that have been
enacted or substantively enacted at the reporting date and are expected to apply when related deferred
income tax asset is 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 minimum
corporate income tax or MCIT) to the extent that it is probable that future taxable profit will be available
against which the temporary differences, unused tax losses and unused tax credits can be utilized. The
Group reassesses at each reporting date the need to recognize a previously unrecognized deferred
income tax asset.

Deferred income tax assets and liabilities are offset when there is legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income tax assets and liabilities
relate to income taxes levied by the same taxation authority and the same taxable entity.

Provisions and Contingencies

Provisions are recognized when the Group has a present obligation, either legal or constructive, as a
result of a past event; when it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation, and; when the amount of the obligation can be estimated
reliably. When the Group expects reimbursement of some or all of the expenditure required to settle a
provision, the entity recognizes a consolidated asset for the reimbursement only when it is virtually
certain that reimbursement 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 required to settle the
present obligation at the reporting date, taking into account the risks and uncertainties surrounding the
obligation. A provision is measured using the cash flows estimated to settle the present obligation; its
carryingamount is the present value of those cash flows.

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

Contingent liabilities are not recognized because their existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of
the entity. Contingent liabilities are disclosed, unless the possibility of an outflow of resources
embodying economic benefits is remote.

Contingent assets are not recognized in the consolidated 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
one or more intermediaries, the other party or exercise significant influence over the other party in
making financial and operating decisions. Such relationship also exists between and/or among entities
which are under common control with the reporting enterprise, or between, and/or among the
reporting enterprise and its key management personnel, directors, or its shareholders. In considering
each possible related party relationship, attention is directed to the substance of the relationship, and
not merely the legal form.

Earnings (Loss) per Share

Basic earnings (loss) per share

The Group computes its basic earnings (loss) per share by dividing net profit or loss attributable to
common equity holders of the Parent Company by the weighted average number of common shares
issued and outstanding during the period.

Diluted earnings (loss) per share
Diluted earnings per share is calculated by adjusting the weighted average number of common shares

outstanding to assume conversion of all dilutive potential common shares.

Events After the Reporting Date

The Group identifies events after the reporting date as events that occurred after the reporting date
but before the date the consolidated financial statements were authorized for issue. Any subsequent
event that provides additional information about the Group's financial position at the reporting date is
reflected in the consolidated financial statements. Non-adjusting subsequent events are disclosed in
the notes to the consolidated financial statements when material.

35.

Critical Accounting Judgments and Key Sources of Estimation Uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are discussed below.

Revenue and cost recognition on real estate projects

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
Company'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

24/05/2019 11:55 AM



PHRC-FS.indd 91

PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

proportion of the contract work. Apart from involving significant estimates in determining the quantity
of imports such as materials, labor and equipment needed, the assessment process for the POC is
complex and the estimated project development costs requires technical determination by
management's specialists (project engineers).

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

Provision for expected credit losses of trade receivables
The Group uses a provision matrix to calculate ECLs for trade receivables. The provision rates are
based on days past due for groupings of various customer segments that have similar loss patterns.

The provision matrix is initially based on the Group's historical observed default rates. The Group will
calibrate the matrix to adjust the historical credit loss experience with forward-looking 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 Group uses vintage analysis approach to calculate ECLs for trade receivables. The vintage analysis
accounts for expected losses by calculating the cumulative loss rates of a given loan pool. It derives the
probability of default from the historical data of a homogenous portfolio that share the same origination
period. The information on the number of defaults during fixed time intervals of the accounts is utilized
to create the PD model. It allows the evaluation of the loan activity from its origination period until the
end of the contract period.

The assessment of the correlation between historical observed default rates, forecast economic
conditions (inflation and interest rates) and ECLs is a significant estimate. The amount of ECLs is
sensitive to changes in circumstances and of forecast economic conditions. The Group’s historical
credit loss experience and forecast of economic conditions may also not be representative of
customer’s actual default in the future.

The information about the ECLs on the Group's trade receivables is disclosed in Notes 7 and 37.

Estimating useful lives of assets

The useful lives of assets are estimated based on the period over which the assets are expected to be
available 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 commercial
obsolescence and legal or other limits on the use of the Group's assets. In addition, the estimation of
the useful lives is based on the Group's collective assessment of industry practice, internal technical
evaluation and experience with similar assets. It is possible, however, that future results of operations
could be materially affected by changes in estimates brought about by changes in factors mentioned
above. The amounts and timing of recorded expenses for any period would be affected by changes in
these factors and circumstances. A reduction in the estimated useful lives of assets would increase the
recognized operating expenses and decrease non-current assets.

Evaluation of net realizable value of real estate inventories

The Parent Company adjusts the cost of its real estate inventories to net realizable value based on its
assessment of the recoverability of the assets. In determining the recoverability of the assets,
management considers whether those assets are damaged or if their selling prices have declined.
Likewise, management also considers whether the estimated costs of completion or the estimated
costs to be incurred to make the sale have increased. The amount and timing of recorded expenses for
any period would differ if different judgments were made or different estimates were utilized.

Results of management's assessment disclosed that there is no need for provision for impairment of
inventories as at December 31, 2018 and 2017.
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Revenue recognition

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

The Group assesses its revenue arrangements to determine if it is a principal or an agent. The Group is
acting as a principal when it has exposure 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 associated with the sales transactions or rendering of services.

Post-employment and other employee benefits

The present value of the retirement obligations depends on a number of factors that are determined
on an actuarial basis using a number of assumptions. The assumptions used in determining the net cost
(income) for pensions include the discount rate. Any changes in these assumptions will impact the
carrying amount of retirement obligations.

The Group determines the appropriate discount rate at the end of each year. This is the interest rate
that should be used to determine the present value of estimated future cash outflows expected to be
required to settle the retirement obligations. In determining the appropriate discount rate, the Group
considers the interest rates of government bonds that are denominated in the currency in which the
benefits will be paid and that have terms to maturity approximating the terms of the related retirement
obligation.

Other key assumptions for retirement obligations are based in part on current market conditions.
Additional information is disclosed in Note 18.

Retirement obligation as at December 31, 2018 and 2017 amounted to P25,399,477 and P30,911,040,
respectively.

Estimating fair value of investment property

The Group obtained the services of an independent valuer who holds a recognized and relevant
professional qualification and has recent experience in the location and category of the investment
properties being valued. An independent valuation of the Group's investment properties was
performed by appraisers to determine their fair values. The valuation was determined by reference to
sales and listing of comparable properties.

Recoverability of deferred tax assets

The Group reviews the carrying amounts at each reporting date and reduces deferred tax assets to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred tax assets to be utilized. However, there is no assurance that the Group will generate sufficient
taxable profit to allow all or part of its deferred 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 P111,238,180 and P128,561,073 as at 2018 and
2017, respectively (See Note 28).
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Impairment losses on non-financial assets

The Group performs an impairment review when certain impairment indicators are present.
Determining the fair value of non-financial assets, which require the determination of future cash flows
expected to be generated from the continued use and ultimate disposition of such assets, requires the
Group to make estimates and assumptions that can materially affect the consolidated financial
statements. Future events could cause the Group to conclude that non-financial assets are impaired.
Any resulting impairment loss could have a material adverse impact on the financial position and results
of operations.

Critical Accounting Judgments

In the process of applying the Group's accounting policies, management has made the following
judgments, apart from those involving estimations, which have the most significant effect on the
amounts recognized in the consolidated financial statements:

Existence of a 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 signed by both parties, the
combination of its other signed documentation such as reservation agreement, official receipts,
buyers’ computation sheets and invoices, would contain all the criteria to qualify as contract with the
customer under PFRS 15.

In addition, part of the assessment process 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 entitled
in exchange for the real estate property that will be transferred to the customer. In evaluating whether
collectability of an amount of consideration is probable, an entity considers the significance of the
customer's initial payments in relation to the total contract price. Collectability is 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 still support its
current threshold of customers’ equity before commencing revenue recognition.

Definition of default and credit-impaired financial assets
The Group defines a financial instrument as in default, which is fully aligned with the definition of credit-
impaired, when it meets one or more of the following criteria:

Quantitative criteria — for sales contracts receivable, the customer receives a notice of cancellation
and does not continue the payments.

Qualitative criteria

The customer meets unlikeliness to pay criteria, which indicates the customer is in significant financial
difficulty. These are instances where:

a. Thecustomeris experiencing financial difficulty or is insolvent

b. The customerisin breach of financial covenant(s)

c. Anactive market for that financial assets has disappeared because of financial difficulties

d. Concessions have been granted by the Group, for economic or contractual reasons relating to the
customer’s financial difficulty

e. ltisbecoming probable that the customer will enter bankruptcy or other financial reorganization

The criteria above have been applied to the financial instruments held by the Group and are consistent
with the definition of default used for internal credit risk management purposes. The default definition
has been applied consistently to model the Probability of Default (PD), Loss Given Default (LGD) and
Exposure at Default (EAD) throughout the Group's expected loss calculation.

93

24/05/2019 11:55 AM



94

PHRC-FS.indd 94

PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Incorporation of forward-looking information

The Group incorporates forward-looking information into both its assessment of whether the credit
risk of an instrument has increased significantly since its initial recognition and its measurement of
ECL.

To do this, the Group considers a range of relevant forward-looking macro-economic assumptions for
the determination of unbiased general industry adjustments and any related specific industry
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 variables as well as a representative range
of other possible forecast scenarios. This process involves developing two or more additional
economic scenarios and considering the relative probabilities of each outcome. External information
includes economic data and forecasts published by governmental bodies, monetary authorities and
selected private-sector and academic institutions.

The base case represents a most-likely outcome and is aligned with information used by the Group for
other purposes such as strategic planning and budgeting. The other scenarios represent more
optimistic and more pessimistic outcomes. Periodically, the Group carries out stress testing of more
extreme shocks to calibrate its determination of these other representative scenarios.

The Group has identified and documented key drivers of credit risk and credit losses of each portfolio
of financial instruments and, using an analysis of historical data, has estimated relationships between
macro-economic variables and credit risk and credit losses.

Revenue recognition method and measure of progress

The Parent Company concluded that revenue for real estate sales is to be recognized over time
because: (a) the Parent Company's performance does not create an asset with an alternative use and;
(b) the Parent Company has an enforceable right for performance completed 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 relation
to that contract. In addition, under the current legal framework, the customer is contractually obliged
to make payments to the developer up to the performance completed to date. In addition, the Parent
Company requires a certain percentage of buyer's payments of total selling price (buyer's equity), to be
collected as one of the criteria in order to initiate revenue recognition. Reaching this level of collection
is an indication of buyer's continuing commitment and the probability that economic benefits will flow
to the Parent Company. The Parent Company considers that the initial and continuing investments by
the buyer of about 25% would demonstrate the buyer’'s commitment to pay.

The Parent Company has determined that output method used in measuring the progress of the
performance obligation faithfully depicts the Parent Company’s performance in transferring control of
real estate development to the customers.

Distinction between investment properties and owner-occupied properties and real estate inventories
The Group determines whether a property qualifies as investment property. In making this judgment,
the Group considers whether the property generates cash flows largely independent of the other
assets held by an entity. Owner-occupied properties generate cash flows that are attributable not only
to property but also to the other assets used in the production or supply process.

Some properties comprise a portion that is held to earn rentals or for capital appreciation and another
portion that is held for use in the production or supply of goods or services or for administrative
purposes. If these portions cannot be sold separately at the reporting date, the property is accounted
for as investment property only if an insignificant portion is held for use in the production or supply of
goods or services or for administrative purposes. Judgment is applied in determining whether ancillary
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services are so significant that a property does not qualify as investment property. The Group
considers each property separately in making its judgment.

The Group determines that a property will also be classified as real estate inventory when it will be sold
in the normal operating cycle or it will be treated as part of the Group's strategic land activities for
development in the medium 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 been developed in consultation with outside
counsel handling the defense in these matters and is based upon an analysis of potential results. The
Group currently does not believe these proceedings will have a material adverse effect on the financial
position. It is possible, however, that future results of operations could be materially affected by
changes in the estimates or in the effectiveness of the Group's strategies relating to these
proceedings.

Operating lease
The Group has entered into commercial property leases on its investment property portfolio. The
Group has determined, based on an evaluation of the terms and conditions of the arrangements,
particularly the duration of the lease terms and minimum lease payments, that it retains all the
significant risks and rewards of ownership of these properties and so accounts for the leases as
operating lease.

36.

Fair Value Measurement

The fair values of the Group's financial instruments are equal to the carrying amounts in the
consolidated financial position as at December 31,2018 and 2017.

Fair values have been determined for measurement and disclosure purposes based on the following
methods. When applicable, further information about the assumptions made in determining fair values
are disclosed in the notes to the financial statements specific to that asset or liability.

The methods and assumptions 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 — carrying amounts
approximate fair values due to the relatively short-term maturities of these items.

Financial assets at FVPL and FVOC/ - these are investments in equity securities, fair value for quoted
equity securities is based on quoted prices published in markets as of reporting dates.

Trade and other payables — the carrying value of trade and other payables and loans payable - current
approximate its fair value either because of the short-term nature of these financial liabilities or effect
of discounting is immaterial.

Loans payable — 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 below analyzes 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:
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December 31, 2018

Level 1 Level 2 Level 3 Total
Financial assets at FVPL
Equity investments P6,750,000 P - P - P6,750,000
Financial assets at FVOCI
Equity investments 41,333,478 - - 41,333,478
December 31, 2017
Level 1 Level 2 Level 3 Total
Financial assets at FVPL
Equity investments P26,006,562 P - P - P26,006,562
AFS financial assets
Equity investments 37,495,762 - - 37,495,762
Trust funds 504,805 - - 504,805

37. Financial Risk Management Objectives and Policies

The Group's activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk.
The Group's overall risk management program seeks to minimize potential adverse effects on the
financial performance of the Group. The policies for managing specific risks are summarized below.

The BOD has overall responsibility for the establishment and oversight of the Group’s risk management
framework. It monitors compliance with the risk management policies and procedures and reviews the
adequacy of the risk management framework in relation to the risks faced by the Group. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions.

The Group's risk management policies are established to identify and analyze the risks faced by the
Group, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and
the Group's activities. The Group, through its training and management standards and procedures,
aims to develop a disciplined and constructive 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, exposures to
exchange rate fluctuations arise with respect to transactions denominated in US dollar. Foreign
exchange risk arises when future commercial transactions and recognized assets and liabilities 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 is limited to its cash and cash equivalents. Currently, the
Group has a policy not to incur liabilities in foreign currency. Construction and supply contracts, which
may have import components, are normally denominated in Philippine peso.
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The amounts of the Group's foreign currency denominated monetary assets at the reporting date are
as follows:

2018 2017
US dollar US dollar
Deposit Peso Equivalent Deposit Peso Equivalent
Cash and cash equivalents $94,159 P4,964,439 $283,502 P14,153,248

The closing rates applicable as at December 31, 2018 and 2017 are P52.724 and P49.923 to US$1,
respectively.

The sensitivity analysis includes only outstanding foreign currency denominated monetary items and
adjusts their peso translation at the period end for a 5% change in foreign currency rates. A 5%
weakening of Philippine peso against the US dollar will have an increase in net income or decrease in net
loss amounting to P241,602 and P707,685 in 2018 and 2017, respectively. For a 5% strengthening of the
Philippine peso against the US dollar, there would be an equal and opposite impact on the net
income/loss.

Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates.

The primary source of the Group's interest rate risk relates to its cash and cash equivalents and loans
payable. The interest rates on cash and cash equivalents and loans payable are disclosed in Notes 3 and
16, respectively.

Cash and cash equivalents are short-term in nature and with the current interest rate level, any
variation in the interest will not have a material impact on the profit or loss of the Group.

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

Based on the sensitivity performed the impact on profit or loss of a 10% increase/decrease on interest
rates on cash and cash equivalents and loans payable would be a maximum increase/decrease for 2018
and 2017 as follows:

2018 2017
Cash and cash equivalents P240,145 P51,243
Loans payable 847,422 954,753

Price risk

Price risk is 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 in the market.

The Group manages the equity price risk through diversification and by placing limits on individual and
total equity instruments. The Parent Company's Board of Directors reviews and approves all equity
investment decisions.
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At December 31, 2018, the impact of 10% increase/decrease in the price of listed equity securities,
with all other variables held constant, would have been an increase/decrease of P5.2 million and P3.7
million for 2018 and 2017, respectively in the Group's total comprehensive income and equity for the
year. The Group’ sensitivity analysis takes into account the historical performance of the stock market.

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

The Group's credit risk is primarily attributable to its cash and cash equivalents and trade and other
receivables as disclosed in Notes 3 and 7, respectively. The Group has adopted stringent procedure in
evaluating and accepting risk by setting counterparty and transaction limits. In addition, the Group has
policies in place to ensure that sales are made to customers with an appropriate credit history.

In respect of installments receivable from the sale of properties, credit risk is managed primarily
through credit reviews and an analysis of receivables on a continuous basis. The Group also undertakes
supplemental credit review procedures for certain installment payment structures. The Group's
stringent customer requirements and policies in place contribute to lower customer default than its
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. Receivables 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
likewise 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:

2018 2017
Cash and cash equivalents excluding cash on hand P78,420,791 P140,763,288
Trade and other receivables 1,272,144,313 1,069,562,007
Held-to-maturity financial assets - 1,000,000

P1,350,565,104 P1,211,325,295
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The credit quality of financial assets which are neither past due nor impaired is discussed below:

(a) Cashin banks and cash equivalents

The Group deposits its cash balance in reputable banks to minimize credit risk exposure amounting to
P78,420,791 and P140,763,288 as at December 31, 2018 and 2017, respectively. Cash deposits are
considered to be of high grade.

(b) Trade and other receivables

The credit quality of trade and other receivables that are neither past due nor impaired can be assessed
by reference to internal credit ratings or to historical information about counterparty default rates:

Group A Group B Group C Total
2018
Trade and other receivables P572,575,744 P272,105,125 P16,780,754 P861,461,623
2017
Trade and other receivables P325,566,628 P5,582,239 P14,728,921 P345,877,788

e GroupA - new customers
e Group B - existing customers with no defaults in the past.
e  Group C - existing customers with some defaults in the past. All defaults were fully recovered.

As at December 31, 2018 and 2017, trade and other receivables of P437,246,827 and P723,645,447,
respectively, were past due but not impaired. These relate to a number of independent customers for

whom there is no recent history of default. The aging analysis of these receivables is as follows:

Morethan More thanone

90 days year Total
2018
Trade and other receivables P178,311,906 P258,934,921 P437,246,827
2017
Trade and other receivables P101,489,274 P622,156,173 P723,645,447

As at December 31, 2018 and 2017, trade and other receivables of P26,564,137 and P37,747,557,
respectively, were impaired and provided for. Provision forimpairment loss recognized in 2018 is
P26,262,781. It was assessed that a portion of the receivables is expected to be recovered. The aging of
these receivables is as follows:

More than More than
90 days one year Total
2018
Trade and other receivables P - P26,564,137 P26,564,137
2017
Trade and other receivables P - P37,747,557 P37,747,557

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 assessed for trade
receivables.
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Given the Group's diverse base of counterparties, it is not exposed to large concentrations of credit
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 all customers as they have similar
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 deposits and advance rental are considered in the
calculation of impairment as recoveries. As of December 31, 2018, the exposure at default amounts to
P670.98 million. The expected credit loss rate is 3.86% that resulted in the ECL of P25.9 million as of
December 31, 2018.

(c) Held-to-maturity (HTM)

The P1.0 million HTM investment at December 31, 2017 is an unsecured note issued by a publicly-
listed universal bank with a term of 10 years.

Credit risks associated with fixed income investments are managed using:

a. Detailed credit and underwriting policies
b. Aggregate counterparty exposure limits
c. Monitoring against pre-established limits

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

The Group manages liquidity risk by maintaining adequate reserves, banking facilities and reserve
borrowing facilities, by continuously monitoring forecast 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 detail the Group’s remaining contractual maturity for its non-derivative financial
liabilities. 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 Less than OnetoFive Morethan

Amount One Year Years Five Years Total
2018 {In Thousand Pesos)
Trade and other payables* P577,829 P501,787 P76,042 P - P577,829
Loans payable 660,679 232,222 388,295 488,198 1,108,715
2017
Trade and other payables* P236,155 P30,361 P205,794 P- P236,155
Loans payable 856,821 134,162 916,618 5,232 1,056,012

*excluding payables to government
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38.

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

There were 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 2018 and 2017.

Tektite Insurance Brokers, Inc. (TIB/)

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

In 2006, the IC issued Memorandum Circular No. 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 in the circular.

As at December 31, 2018 and 2017, the required statutory net worth for TIBI, being an existing
insurance broker is P10 million.

TIBI has fully complied with the capitalization requirements of Memorandum Circular No. 1-2006 in
2018 and 2017.

39.

Segment Information

Details of the Parent Company'’s subsidiaries as of December 31, 2018 and 2017 are as follows:

Principal Ownership Interest

Activities 2017 2016
PRHC Property Managers, Inc. (PPMI) Property Management 100% 100%
Tektite Insurance Brokers, Inc. (TIBI) Insurance Brokerage 100% 100%
Sultan’s Power, Inc. (SPI) Holding Company 100% 100%
Universal Travel Corporation (UTC) Travel and Tours Agency 81.53% 81.53%

Minority interests as of 2018 and 2017 represent the equity interests in Universal Travel Corporation
not held by the Group.

The segment assets and liabilities as of December 31, 2018, 2017 and 2016 and the results of
operations of the reportable segments for the years ended December 31, 2018, 2017 and 2016 are as
follows:

101

24/05/2019 11:55 AM



uonje|daidap

806°¢S - - a2zt - 125y L18'S 88¢'SY ueyy Jayjo
sasuadxa ysed-uoN

. \ uoljezjyowe
6LYV'ST - - 28 - So¢ 29 04621 pue uoneaidaq
008‘8 - - - - - - 008‘s aJnjipuadxs [eyde)

sect ‘ . ‘ ‘ ‘ ‘ P ssijiqen
226'2SS'T (20L'vL) 9¥6'6¢2 899'vL 091°2 6S.°1¢ 160°66V'T |30 P1epI|OSUOD
226'255'T (e0L'v L) - 9662 899'vL 091°2 65L'12 160'667'T senlqel| Juswbag

‘eant ‘ ‘ ‘ ‘ ‘ feTAl S3ossy
§69°¢20’s (¥8v°96) - 010'9¢ 892’1 v19°ql 0LLV9 L8S'¢TI0'S [0 P1epIj0SUOD

. \ \ poyzaw Aunba
£.9°9L (9¢1201) - - - - - 608'8.1 Je SjUBWSOAU]|
286°916'Y 259°'S - 010°S¢ 8G2'T v16°ST 0LL'V9 8LL'VE8'Y sjesse Juswbeg
uojjeuLIoju| JaY10
£¢9'26¢ (9059) - (802) (ssv‘e) (080°¢) 008‘2 28520y (ss07) dwodu| BN
6691 669°T - - - - - - 1s2193ul A3IoUlly

v¢6'06¢ (s0z'8) - (804) (sS¥'2) (080°¢) 008‘c 28s‘eoy 1sau93ul Ayouiw
910499 (SSO|) dWodU|
1788LT - - Zl - S61 988 8VLLLT Soxe} swodu|

‘ . saje|posse
9618 - - - B B ) s0z'8 40 $S0[ 33U Ul A3Inb3
(929) - - - - - - (929) aW0dUl pUBSPIAIQ
(5L5°¢) - - (Tg) - (99) (1) (LLv'g) SuIoduUl}saJau|
viv's _ _ - - - - v/v'S asuadxa 1saJ9ju|
§29'661 (502'8) - (689) (S5¥'2) (602°) S16'T 852212 Unsay wawbeg
rg1'128'1d (8¢6°'¢d) 08T‘1..Ld ¢6d -d £85'9d 986°L¢d 0£2'600°Td SNusASYy

(sosed puesnoy] uj)
pajepijosuc) suoneujwig swodu| BY10 SODIAIDS [PARL | Auedwo) buipjoH abesajoug juswabeuely buises]
aoueInsu| Apadouy pue 91e357 [EDY JO 9leS
saue|pisqng juaied

810¢

SINIWILVLS TVIONVNI4 d3LvAINOSNOD IHL OL S31LON

S3AIYVIAISANS ANV NOILYVHOdYOD SONIATOH ANV ALTV3IY ANIddITIHd

102

24/05/2019 11:55 AM ‘

PHRC-FS.indd 102



103

uonealidap

v18'21 - - - - £69'T 8152 £09'8 uey} Jay3o
sasuadxa ysed-uopN
\ . uopezpjiowe
vre'Le - - v91 - 128 901 £52'92 pue uoneaideq
82v'29¢d -d - d -d - d 8d L¥d £15'295d amypuadxa eyde)

oot . } . . . . i ae ssniqer]
265'28¢'Td (08L'cs1d) d 6L0'7Sd 99¢'vLd r81‘2d 9¢1'61d £9919¢'1d [£30 PSIePIIOSUOD)
9¢6'/85'1d (08L'cs1d) -d 6L0'7Sd 99¢'vLd r81‘2d 080'v2d £09'99¢'1d senlqel| Juswbag

o p . ] . ‘ p . s}essy
062'v9¥'vd (#70251d) -d 95t'0sd g62'zed Svv'8ld £95'L5d v18'L8¥'vd [£30 PSIePIIOSUOD)

s1asse 91e40diod
. ) . B B ) B ) pa1edojjleun

\ . . poylaw Ajinbs
8.8'78 (0ozo‘oz1) - - - - - 868702 18 SIUBWASOAU|
1S¥'6LE'vd (986°1¢d) -d 95v'0¢d ¢62'zed Svv'8ld £9¢'L5d 916'282'7d syesse juswbag
uoljewlioju| 12yio
19¢‘v92d 6.6'7d -d (LL2'1d) (8vg‘ed) (8ST'1d) TL1°21d §66°'Ly2d (ss07) swodu| 18N
168°'T 1681 - - - - - - 1s2J93u1 A31ioully

015292 8zT's - (LL2'T) (8vs‘s) (8s1'1) TLTLT G66'LY2 3sau3ul Ayiouiw
2.10J9q Ammo_v QWOdU|
06.'621 - - - - L81 18 zes'621 Soxe} dwodu|

. \ soje|nosse
AwNH Mv - - - - - - AWNH Mv J0 C_m@ 19U C_\A.._._DUM
(tov) - - - - - - (Tov) awodUl puspIAIQ
(STSTT1) - - (L¥) - (6%) (1) (8z¥'11) BWOodU| }S2.493U]
1756 _ - - - - - /756 asuadxa 1sa49u|
812'8¢1 821's - (og2't) (8vs‘s) (90¢'T) 160°L1T £88'¢el Hnsay Juswbag
§80'v92'1d (Tvz‘ed) §20°',65d 2L5d -d 169'Gd 899°2¢d 0L5'1¢8d snusney

(sosad puesnoy] uj)
pajepljosuo) suopeulwi|g |awodu| /Y10 SOD|AISS |9ARL | Auedwo) buipjoH sbeisyjoug juswiabeueyy Buisesn
9oueInsuy| Apiadouyg pue 9je3s7 |eay JO djeS

seueIpIsqng

jusled

L10¢

24/05/2019 11:55 AM ‘

SINIW3LVLS TVIONVNI4 d31LVAIMOSNOD 3HL OL S31ON

SARVIAISENS ANV NOILVYOdHYOD SONIATOH ANV ALTVAY 3ANIddITIHd

PHRC-FS.indd 103



uoneldaidap

159'¢8 - - - £6S ¥91°2 00118 ueyy Jay3o
sasuadxa ysed-uoN
. . . . uoljezijiowe
966'v2 - ¥91 - G0S‘T 0ST‘T L1122 pue uoneaidag
190°8d -d -d 889°2d 18.'Td 1.1d 12v'ed ainyipuadxa [eyided
. . . . . . . sanl|iqer]
L¥1'8S1d (ST¥'STTd) 681'7Sd 9%0°,Sd 865‘2d 2LL'zed LSSL1.d 1830, PEIEpIIOSUOS
LvL'8¢.d (STY'STTd) 681'7Sd 9¥0°LSd 865‘2d 2LL'zed LSS'LTLd saniliqel| yuswbas
. P P p ] ] ] ] p siessy
S08'6vr'cd (268'821d) 182'sd zes'sed G2s'81d LOV'1¥d 25s'18¥'sd 230 PoJepIIOSUOD)

‘ . \ sj}asse 91e10di0d
S6v'ey - - - (201) L62'S 00g'LS pajesoleun

‘ ‘ \ poyzaw Anba
1G6.'18 (£82°L0T) - - - - r£0'681 18 SJUBWISBAU|
655'525'sd (609°12d) 182'ed zss'sed LZ¥'81d 0T1'9¢d 810'192'¢d sjesse juswbag
uoljeusioju] 13yio
(206'¢d) cov'ed (sv1'td) (892'v£d) 260'1d 02sd v66°L2d (ss07) swodu| 19N
98y 98y - - - - - 1s8493ul AJoUl

(88¢°9) (£80°2) (sv1°T) (892'vS) 2601 02s 766°L2 1sa193ul Ajiouiw
810J9q (SSO|) swodu|
65.°6 - - - v6¢< 876 L1¥'8 S9Xe} SWOodU|

. . sojeloosse
€802 - - - - - £80°¢ Jo sso|31au ul Aunb3g
(£0¢%) - - - - - (£0€) awodul puapiag
(SOT‘1T) - - (£9) - (1) (TSO'TT) awodul 3s8J83U]
SSy'L - - T - 8 9zv'L asuadxa 1sa493u|
(£52'91d) (£80°2d) (sv1'1d) (91LvSd) 869d (Sevd) 9zv‘1ed nsay uawibag
§92'v65d (1v0'2d) 609d -d 211'Ld g29'ced v29'vLsd anuansy

(sosad puesnoy] uj)
pajepljosuo) suoneujw||3 awoou| JBYyio SDDIAISS [OARL | Auedwo) buipjoH abeiayoug juswabeueyy Buises
soueansu| Aysdouy pue aje)sy [esy Jo 9jes
saLlelpisqng jualed

SINIW3ILVLS TVIONVNI4 d31VAITOSNOD 3HL OL S3LON

SANVIAISENS ANV NOILYHOdYOD SONIATOH ANV ALTVIY ANIddITIHd

104

24/05/2019 11:55 AM ‘

PHRC-FS.indd 104



PHRC-FS.indd 105

PHILIPPINE REALTY AND HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The following are the principal activities of the Parent Company’s subsidiaries:

PRHC Property Managers, 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 itself
and/or for others.

The registered office of PPMI is at 5/F East Tower, PSE Centre, Exchange Road, Ortigas Center, Pasig
City.

Tektite Insurance Brokers, Inc. (TIBI)
TIBI 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.

Universal Travel Corporation (UTC)

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 at Ground Floor, West Tower, PSE Centre, Exchange Road, Ortigas
Center, Pasig City.

UTC holds 41,673,000 shares of the Parent Company which was acquired at P50.97 million. In 2018,
UTC sold allits shares of the Parent Company.

Sultan's Power, Inc. (SPI)

SPI 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-Xis currently in the initial stage of its test runs.

The registered office of SPI is at Unit 2001B East Tower PSE Centre, Exchange Road Ortigas, Pasig
City.

105

24/05/2019 11:55 AM



0515-PHR-AR2018.indd 20

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

Telephone  (632) 6313179

Fax (632) 634 1504
E-mail info@philrealty.com.ph
Website www.philrealty.com.ph

Pastelero Law Office

Yabes Yabes-Alvarez and Associates Law Office
Bernardo Placido and Chan Law Office
Tiongco Siao Bello and Associates Law Office
Fernandez and Associates Law Office

Martinez, Vergara, Gonzales, and Serrano

Philippine National Bank

Philippine Bank of Communications
Maybank Philippines, Inc.

Rizal Commercial Banking Corp.
Union Bank of the Philippines
Metropolitan Bank and Trust Co.
BDO Unibank, Inc.

Professional Stock Transfer, Inc.

Maceda Valencia & Co.

Philippine Stock Exchange

24/05/2019 12:07 PM




0515-PHR-AR2018.indd 21 24/05/2019 12:07 PM




