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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER

1. For the quarterly period ended
Jun 30, 2014

2. SEC Identification Number
10020

3. BIR Tax Identification No.
000-596-509

4. Exact name of issuer as specified in its charter
MJC INVESTMENTS CORPORATION

5. Province, country or other jurisdiction of incorporation or organization
PHILIPPINES

6. Industry Classification Code(SEC Use Only)

7. Address of principal office

12TH FLOOR STRATA 100 BLDG., F. ORTIGAS JR. ROAD, ORTIGAS CENTER,
PASIG CITY

Postal Code

1605

8. Issuer's telephone number, including area code
(02) 632-7373
9. Former name or former address, and former fiscal year, if changed since last report
NA
10. Securities registered pursuant to Sections 8 and 12 of the SRC or Sections 4 and 8 of the RSA

Title of Each Class Number of Shares of Common Stock Outstanding and Amount of Debt Outstanding
COMMON 2,500,614,159
11. Are any or all of registrant's securities listed on a Stock Exchange?
O Yes O No
If yes, state the name of such stock exchange and the classes of securities listed therein:
PHILIPPINE STOCK EXCHANGE, COMMON
12. Indicate by check mark whether the registrant:



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

period that the registrant was required to file such reports)

O Yes O No

(b) has been subject to such filing requirements for the past ninety (90) days

O Yes O No

The Exchange does not warrant and holds no responsibility for the veracity of the facts and representations contained in all corporate
disclosures, including financial reports. All data contained herein are prepared and submitted by the disclosing party to the Exchange,
and are disseminated solely for purposes of information. Any questions on the data contained herein should be addressed directly to
the Corporate Information Officer of the disclosing party.

MJC Investments Corporation

MJIC

PSE Disclosure Form 17-2 - Quarterly Report

References: SRC Rule 17 and

Sections 17.2 and 17.8 of the Revised Disclosure Rules

For the period ended Jun 30, 2014

Currency (indicate

units, if applicable) Php

Balance Sheet

Current Assets
Total Assets
Current Liabilities
Total Liabilities

Retained
Earnings/(Deficit)

Period Ended
Jun 30, 2014
1,270,698,690
2,361,374,539
62,946,649
62,946,649

-96,637,715

Fiscal Year Ended (Audited)
Dec 31, 2013
1,541,420,482
2,390,239,507
83,338,756
83,338,756

-88,164,854



Stockholders' Equity 2,298,427,890 2,306,900,751
Stockholders' Equity - Parent - -
Book Value per Share 0.91 0.92

Income Statement

Cgﬁg;;}i&;r Prév:\;)gst::;\r Current Year-To-Date = Previous Year-To-Date
Operating Revenue - - - -
Other Revenue 3,136,857 1,540,289 5,991,969 4,226,913
Gross Revenue 3,136,857 1,540,289 5,991,969 4,226,913
Operating Expense 7,150,048 9,417,328 13,266,436 20,405,490
Other Expense - - - -
Gross Expense 7,150,048 9,417,328 13,266,436 20,405,490
Lo e ma(ees) 4,013,191 7,877,039 7,274,467 116,178,577
Income Tax Expense 627,371 425,686 1,198,394 845,383
et Income/(Loss) ATer 4 640,562 8,302,725 8,472,861 -17,023,960
Net Income Attributable
g)arent Equity Holder - - - -
Earnings/(Loss) Per
Share -0 -0 -0 -0.01
(Basic)
Earnings/(Loss) Per
Share -0 -0 -0 -0.01

(Diluted)
Other Relevant Information

Attached herein is the Quarterly Report ended June 30, 2014.

Filed on behalf by:
Name Lemuel Santos

Designation Corporate Information Officer
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SECURITIES AND EXCHANGE COMMISSION
SECFORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17{2}(b) THEREUNDER

1. For the quarterly period ended June 30, 2014
2. Commission identification number 10020 3. BIR Tax Identification No. 000-596-509
4, Exact name of issuer as specified in its charter MJC INVESTMENT5 CORPORATION

5. Philippines 6. Holding Company

Province, Country or other jurisdiction of Industry Classification Code:
incorporation or organization

7. 12/F Strata 100 Building

F. Ortigas Jr. Road (formerly “Emerald Avenue”) 1605
Ortigas Center, Pasig City
Address of principal office Postal Code
8. 632-7373

Registrant's telephone number, including area code

Former name, former address, and former fiscal year, if changed since last report.

10. Securities registered pursuant to Sections 4 and 8 of the RSA

Title of Each Class Number of Shares of Common Stock
Qutstanding

Comman 2,500,614,159

11. Are any or all of the securities listed on a Stock Exchange?

Yes [X] No [ ]

If yes, state the name of such Stock Exchange and the class/es of securities listed therein:

Philippine Stock Exchange, Inc. Common shares



12. Indicate by check mark whether the registrant.

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

reports)
Yes [X] No [ ]

(b) has been subject to such filing requirements for the past ninety {S0) days.

Yes {X] No [ ]

PART I-FINANCIAL INFORMATION

item 1. Financial Statements
- Please see attached -
ltem 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Total current assets as of June 30, 2014, amounted to R1,270.70 Million showing a decrease
of R270.72 Million or (17.56%} as compared to the December 31, 2013 balance of P1,541.42 Million.
The decrease is predominantly due to the capital expenditures for the hotel entertainment project.

Total non-current assets as of June 30, 2014, increased to R1,090.68 Million from the balance
of P848.82 Million as of December 31, 2013, with an increase of R241.86 Miilion or 28.49%. The
increase is due to the project related capital expenditures categorized under the property, plant and
equipment.

Accrued expenses and other liabilities as of June 30, 2014, amounted to R62.95 Million
showing a decrease of R20.39 Million or {24.46%), compared to the December 31, 2013 balance of
R83.33 Million. The decrease is primarily due to the payments of various expenditures.

For the six-manth period ending June 30, 2014, the Company’s revenues amounted to
P5.99Million. There was an increase of R1.76 Million compared to the income for the same period in
2013 amounting to R4.23 Million. Revenues for the two year periods are merely attributable to the
interest earned on savings and short term investments.

Costs and expenses for the six-month period ended June 30, 2014 and for the same period in
2013 amounted to R14.46 Million and R21.25 Million respectively. Salaries and wages indicated the
large percentage of the expenses for hoth two quarters of 2014 and 2013.

Net loss amounted to R8.47Million for the six-month period ending June 30, 2014. There
was a decrease of #8.55 Million from the net loss of R17.02Million for the same period in 2013.



The following are the comparative key performance indicators of the Company and the
manner of its computation as of the period ended June 30, 2014 and 2013:

As of the Period Ended
Indicators Manner of Cormputation June 30, 2014 June 30,2013

Current Ratio Current Assets 20.19:1 23.14:1
Current Liabilities

Debt Equity Ratio Total Liabilities 0.03:1 0.02:1
Total Equities
Asset Liability Ratio Total Assets 37.51:1 54.30:1

Total Liabilities

Return on Assets Net Income (0.36%) {1.35%)
Total Assets

Basic Earnings (Loss)  Net Loss
Per Share Ave. Qutstanding Common Shares (P0.004) (PO.013)

Current ratio is regarded as a measure of the Company’s liquidity or its ability to meet
maturing obligations. As of June 30, 2014, the current ratio decreased to 20.19 compared to 23.14
as of June 30, 2013. The outstanding payable in 2014 generally consists of project related
expenditures. The Company has R20.19 current assets to support a R1.00 current liability.

However, despite a decrease in the current ratio, the Company is very liquid and is very
capable of meeting all its obligations.

The debt to equity ratio measures the riskiness of the Company’s capital structure in terms of
relationship between the funds supplied by the creditors (debt} and investors (equity}. As of June
30, 2014, the debt to equity ratio is 0.03 as compared to 0.02 as of June 30, 2013, with a minimal
change. The result of low debt to equity ratio indicates lower risk, as debt holders have lesser claims

on the company's assets.

The asset-liability ratio, exhibits the relationship of the total assets of the Company with its
total liabilities. As of June 30, 2014, the ratio decreased to 37.51 from 54.30 on June 30, 2013. The
result indicates that for every R1.00 of liability, the Company has R37.51 of assets.

Return on Assets is computed by dividing net income over total assets. This allows the
company to see how much the income is per peso asset. As of June 30, 2014, the company incurred
losses and resulted to the percentage of (0.36%) compared to (1.35%) during the same period in
2013. QOperating Ratio such this asset turnover is not yet applicable considering that the company is
not yet in operation.

As of June 30, 2014, the Company’'s loss per share is (R0.004) ltum (R0.013) as of the same
period in 2013.

There are no known events or uncertainties that will have a material impact on liquidity.



There are no material-off balance sheet transactions, arrangements, ohligations and other
relationships of the Company with unconsofidated entities or other persens created during the
reporting period.

There are substantial commitments on capital expenditures, specifically for the on-going
construction of the hotel-Casino project on its property located in Sta. Cruz, Manila.

PART Il—OTHER INFORMATION

There are no material information which had not been previcusly disclosed under SEC Form
17-C.

SIGNATURES

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

WMIJC INVESTMENTS CORPORATION
Issuer
N

[0
e

Principal Finajficial/Accountigg Officer

Date: R%US_A 04m1‘

P R

Corporate Information Officer



MJC INVESTMENTS CORPORATION
BALANCE SHEETS

June 30, 2014

December 31, 2013

(Unaudited) {Audited)
ASSETS
Current Assets
Cash in banks (Notes 3, 17 and 18) 896,618,297 1,214,469,681
Advances and other receivables (Notes 6, 17 and 18) 234,173,928 223,220,496
Prepayment 914,090 900,09¢
Input value added tax (VAT) (Note 7} 128,992,375 102,830,215
Total Current Assets 1,270,698,690 1,541,420,482
Noncurrent Assets
Property and equipment (Note 8) 1,088,590,776 841,896,050
Input value added tax (VAT) (Note 7) 2,079,073 6,922,975
Total Noncurrent Assets 1,090,675,849 848,819,025
TOTAL ASSETS 2,361,374,539 2,390,239,507
LIEABILITIES AND EQUITY
Current Liabilities
Accrued expenses and other current liabilities (Notes 62,946,649 $3,332,756
9,17 and 18)
Deposit for future stock subscription - -
Income tax payable - 6,000
Total Liabilities 62,946,649 83,338,756
Equity
Capital stock (Note 13) 2,395,065,605 2,395,065,605
Delictt (96,637,715) (88,164,854)
Total Equity 2,298,427,890 2,306,900,751
TOTAL LIABILITIES AND EQUITY 2,361,374,539 2,390,239,507




MJC INVESTMENTS CORPORATION

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE PERIODS ENDED JUNE 3¢, 2014 and 2013

(Unaudited)

2014 2013
INVESTMENT GAINS (LOSSES)
Gains {losses) on fair value changes of held for trading investments - -
Gain on sak ofheld for trading investments i )
EXPENSES
Salaries and Wages 7,914,190 10,998,447
Filing and listing fees 265,050 1,241,066
Meetings and conferences 1,679,299 2,454,851
Transporiation and Travel 1,575,783 2,702,005
Professional Fees 521,800 1,271,300
Director’s fees (Note 12} 707,000 602,500
Rental Expense 53,125 473,224
Representation - 98,563
Supplies 41,906 28,117
Utilities 33,650 34,725
Taxes and Licenses 23,652 284,523
Depreciation (Note 8) 211,576 2,575
Brokerage fee and other related expenses - -
Others 239,405 213,594
13,266,436 20,405,490
OTHER INCOME (CHARGES)
Dividend income - -
Interest income (Note 10} 5,991,969 4,226,913
5,991,969 4,226,913
INCOME (LOSS) BEFORE INCOME TAX (7,274,467)  (16,178,577)
PROVISION FOR (BENEFIT FROM) 1198394 845,383

INCOME TAX (Note 11)

NET INCOME (LOSS)
OTHER COMPREHENSIVE INCOME

(8,472,861)

(17,023,960)

TOTAL COMPREHENSIVE INCOME (LOSS)

Basic/Diluted Earnings (Losses) Per Share
(Note 14)

(8,472,861)

(P 0.004)

(17,023,960)

P 0.013)




MIC INVESTMENTS CORPORATION

STATEMENTS OF COMPREHENSIVE INCOME
FOR THE QUARTERS ENDED JUNE 30, 2014 and 2013

(Unaudited)

2014 2013
INVESTMENT GAINS (LOSSES)
Gains (losses) on fair value changes of held for trading investments - -
Gain on sale of held for trading investments
EXPENSES
Salaries and Wages 4,254,852 4,183,618
Filing and listing fees 15,050 1,218,666
Meetings and conferences 900,620 861,295
Transportation and Travel 843,249 1,083,747
Professional Fees 287,400 874,000
Director’s fees (Note 12} 553,500 357,500
Renta) Expense 28,125 470,100
Representation - 97,596
Supplies 16,866 26,617
Utilities 22,050 34,725
Taxes and Licenses 5,907 4.876
Depreciation (Note 8) 116,997 2,576
Brokerage fee and other related expenses -
Others 105,432 202,012
7,150,048 9,417,328
OTHER INCOME (CHARGES)
Dividend ncome - -
Interest ncome (Note 10) 3,136,857 1,540,289
3,136,857 1,540,289
INCOME (LOSS) BEFORE INCOME TAX (4,013,191) (7,877,039)
PROVISION FOR (BENEFIT FROM)
INCOME TAX (Note 11) 627.371 425,686
NET INCOME (LOSS) (4,640,562) (8,302,725
OTHER COMPREHENSIVE INCOME - -
TOTAL COMPREHENSIVE INCOME (LOSS) (4,640,562) (8,302,725)
Basic/Diluted Eamings (Losses) Per Share (P 0.002) ( £0.006)

{Note 14)




MJIC INVESTMENTS CORPORATION
STATEMENTS OF CHANGES IN EQUITY

FOR THE PERIODS ENDED JUNE 30, 2014, AND 2013

Capital Stock

Subscrbed Subscrintipn Net Additional Defici Total

BALANCES AT DECEMBER 31, 2012* 237.902.978 (71,681,877 166,221,101 - (47.938.131) 118.282,970
Collection of subscription receivables - 39.786.281 39,786,281 - - 39.786.281
Subscription of Capital Stock 2.262.711.181 {73.652.958)  2.189.058.223 - - 2189058223
Transaction cost on issuance of Capital Stock - - - - (8.309.555) {8.309.555)
Total comprehensive loss for the year - - - - (31917.168) (31.917.168)
BALANCES AT DECEMBER 31, 2013* 2,500,614.159  (105,548.554) 2.395.065.605 - (88.164.854) 2.306.900,751
Addiicnal Subscription** - - - - - -
Collection of subscription reccivables** - - - - - -
Transaction ¢ost on Stock ssuance®* - - - - - -
Total comprehensive loss for the period** - - - - (8,472 861) (8.472.861)
BALANCES AT JUNE 30, 20t4** 2,500,614,159  (105,548,554) _2,395,065,605 - (96.637,715) 2,298.427.850
BALANCES AT DECEMBER 31, 20t1* 237,902,978 (98.657,131) 139,245,847 2,528,624 (37.364,193) 104,410,278
Collection of subscription recevables - 26.975.254 26.975.254 - - 26.975.254
Transaction cost on property-for-share exchange - - - (2.528.624) 475.376) (3.004.000)
Total comprehensive loss for the vear - - - - {10098 362) {10,008 362)
BALANCES AT DECEMBER 31,2012* 237,902,978 (71.681,.877) 166,221,101 - {47.938.131) 118,282,970
Additional Subscription** 1.124.300.000 - 1.124.300.000 - - 1.124.300.000
Collection of subscription recevables** - 10.736.014 10.736.014 - - 10.736.014
Transaction cost on Stock ssuance** - - - - (2.617.500} (2.6]7.500)
Total comprehensive loss for the period** - - {17.027.960) (172,027 960)

BALANCES AT JUNE 30,2013**

1,362,202,978 (60,945,863 1.301.257.115

(67,585.591) 1,233.673.524

* Audited
** Unaudited



MJIC INVESTMENTS CORPORATION
STATEMENTS OF CASH FLOWS

FOR THE PERIODS ENDED JUNE 30, 2014 and 2013

(Unaudited)

2014 203
CASH FLOWS FROM OPERATING ACTIVITIES
[ncome (loss) before income tax (7,274,467} (16,182.577)
Adjustments for:
Unrealized losses {gains) on fair value changes of held for trading investiments - -
Dividend income - -
Interest income (Note 10) (5,991,969) (4,226913)
Depreciation (Note 8) 211,576 -
Operating loss before working capital changes (13,054,860) (20,409,490)
Decrease (ingrease) in:
Held for trading investments -
Receivables (10,953,432) -
Input value added tax (31,318,257) (4.175.997)
Prepayments (14,000) -
Increase in accrued expenses and other liabilities (20,386,107) 10,117,947
Net cash generated from (used in) operations (75,726,656} (14,467,540)
Income taxes paid, including creditabk withhoiding and final taxes (1,204,394) (848 883)
Net cash flows provided by (used i} operating activilies (76,931,050) (15316423
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of property and equipment (Note 8) (246,912,303) (35451,012)
Interest received 5,991,969 4,226,913
Net cash flows provided by (used in) investing activities (240,920,334) (31,224,099
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from subscription of capital stock - 448,400.000
Collection of subscription receivablke - 10,736,014
Payment of taxes and licenses for property for share exchange - (2,617,500)
Increase n Due to Related Parties - 29,101
Net cash flows provided by (used in) financing activities - 456,547,615
NET INCREASE INCREASE IN CASH (317,851,384) 410,007,093
CASH AT BEGINNING OF YEAR 1,214,469,681 8,892,026
CASH AND CASH EQUIVALENTS AT END OF THE PERIODS 896,618,297 418,899,119




MJIC INVESTMENTS CORPORATION
STATEMENTS OF CASH FLOWS

FOR THE QUARTERS ENDED JUNE 30, 2014 and 2013

(Unaudited)

2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Income (loss) before income tax (4,013,191) (7,877.038)
Adjustments for:
Unrealized bosses {gains) on fair value changes ol held for (rading mvestments - -
Dividend income - -
Interest ncome (Note 10) (3,136,857) (1,540,289
Depreciation (Note 8) 116,997 -
Operating loss before working capital changes (7,033,051) (9,417,327}
Decrease (increase) in:
Held for trading investments - -
Receivables 11,104,206 593,578
Input value added tax (16,855,439) (4,095,749)
Prepayments - -
Increase in accrued expenses and other Jiabilities (33,622,811) 11,552,982
Net cash generated from (used in) operations i {46,407,093) {1.366,516)
Income taxes paid, mcluding creditable withholding and final taxes (633,372) (429,186)
Net cash Mows provided by (used in) operating activities (47,040,467) (1,795,702)
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of property and equiprment (Note 8} (151,902,970) (35,322,932)
Interest received 3,136,857 1,540,289
Net cash flows provided by (used in) investing activities (148,766,113} (33,782,643)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from subseription of capital stock -
Coliection of subscription receivablke - -
Payment of taxes and licenses for property for share exchange - -
Increase (Decrease) in Due to Related Parties - {7,349)
Net cash flows provided by (used in) financing activities - (7,349)
NET INCREASE INCREASE IN CASH (195,806,580) (35,585,694)
CASH AT BEGINNING OF QUARTER 1,092,424,877 454 484,813
CASH AND CASH EQUIVALENTS AT END OF THE QUARTERS 896,618,297 418,899,119

- 10 -



MJC INVESTMENTS CORPORATION
AGING SCHEDULE OF RECEIVABLES
AS OF JUNE 30,2014

(Unaudted)

Particulars Current | 1-30 days |31-60 davs| 61-120 days [121-180 days|181-360 days| Overl Year Total
Receivabies from SPEC - 300,000 [13484,305 | 113784395
Interest Recewables -
Advances o Afliliate -

Advances & Other Recevables 120,389,533 120,389,533
‘Total 120,389,533 - - - 300,000 . 113,484,395 | 234,173,928

MIC INVESTMENTS CORPORATION
NOTES TO FINANCIAL STATEMENTS

1. Corporate Information

MJC Investments Corporation {the “Company”), was incorporated on July 15, 1955 as Palawan
Consolidated Mining Company, Inc. On November 11, 1955, the Company was listed in the
Philippine Stock Exchange (PSE). The following are the series of changes in corporate name and
their effective dates of change as approved by the Philippine Securities and Exchange
Commission {SEC):

Date Corporate Name
February 12, 1997 Ebecom Holdings Inc.
September 25, 2003 Aries Prime Resources, Inc.
September 30, 2008 MICI Investments, Inc.
October 15, 2009 MJC Investments Corporation

In 2005, the SEC approved the extension of the Company’s corporate life for another fifty years
starting July 2005.

On April 16, 2008, the Board of Directors (BOD) accepted the offer of Manila Jockey Club, Inc.
(MICI) for the Company to be the transferee of MJCl's non-core assets (including real estate
properties and gaming machinery and equipment} under a property-for-share exchange .

S 11 -




On January 19, 2010, the SEC approved the amendment of the Company’s primary purpose from
engaging in mining operation to that of an investment hoiding company, which is to acquire by
purchase, iease or otherwise, lands or interest in lands and realty, and to own, hold, improve or
develop said fand or real estate so acquired, and to build or cause to be built on any lands
owned, held, occupied or acquired, buildings, facilities, and other structures with their
appurtenances, for residential, commercial, mixed-use, leisure, gaming, amusement and

entertainment purposes.

The registered office address of the Company is 12th Floor, Strata 100 Building, Emerald Avenue,
Ortigas Center, Pasig City.

Basis of Preparation, Statement of Compliance and Changes in Accounting Policles and
Disclosures

Basis of Preparation
The financial statements of the Company have been prepared using the historical cost basis. The

financial statements are presented in Philippine Peso (Peso, R}, the Company's functional
currency, and rounded off to the nearest Peso, except when otherwise indicated.

Statement of Compliance
The financial statements of the Company have been prepared in compliance with Philippine

Financial Reporting Standards (PFRS). PFRS includes Philippine Accounting Standards (PAS) and
Philippine interpretation of International Financial Reporting Interpretations Committee ({FRIC)
interpretations issued by the Financial Reporting Standards Council {FRSC).Changes in Accounting

Policies and Disclosures

The accounting policies adopted are consistent with those of the previous financial year except
that the Company has adopted the following standards and interpretations mandatory beginning
January 1, 2013. Unless otherwise indicated, the adoption of these new and amended standards
and interpretations do not have a material impact on the Company’s financial statements.

New Accounting Standards, Interpretations and Amendments Effective in 2013

* PFRS7, Fingncial instruments: Disclosures - Offsetting Financial Assets and Financial Liabilities

{Amendments)

These amendments require an entity to disclose information about rights of set-off and

refated arrangements (such as collateral agreements). The new disclosures are required for

all recognized financial instruments that are set off in accardance with PAS 32. These

disclosures also apply to recognized financial instruments that are subject to an enforceable

master netting arrangement or ‘similar agreement’, irrespective of whether they are set-off

in accordance with PAS 32. The amendments require entities to disclose, in a tabular format,

unless another format is more appropriate, the following minimum guantitative information,

This is presented separately for financial assets and financial liabilities recognized at the end

of the reporting period:

a) The gross amounts of those recognized financial assets and recognized financial
liabilities;

b) The amounts that are set off in accordance with the criteria in PAS 32 when determining
the net amounts presented in the statement of financial position;

¢) The net amounts presented in the statement of financial position;

d) The amounts subject to an enforceable master netting arrangement or similar
agreement that are not otherwise included in (b) above, including:

- 12 -



i Amounts related to recognized financial instruments that do not meet some or
all of the offsetting criteria in PAS 32; and
ii. Amounts related to financial collateral {including cash collateral); and
e) The netamount after deducting the amounts in {d) from the amounts in {c] above.

The amendments have no impact on the Cempany’s financial position or perfarmance.

PFRS 10, Consolidated Financial Statements

PFRS 10 replaced the portion of PAS 27, Consalidated and Separate Financiol Statements,
that addressed the accounting for consolidated financial statements. It also included the
issues raised in SIC 12, Consalidation - Special Purpose Entities. PERS 10 established a single
control model that applied to all entities including special purpose entities. The changes
introduced by PFRS 10 require management to exercise significant judgment to determine
which entities are controlled, and therefore, are required to be consolidated by a parent,
compared with the requirements that were in PAS 27.

PFRS 11, foint Arrangements

PFRS 11 replaced PAS 31, Interests in Joint Ventures, and SIC 13, Jointly Controfled Entities -
Non-Maonetory Contributions by Venturers. PFRS 11 removed the option to account for
jointly controlled entities using proportionate consolidation. Instead, jointly controllied
entities that meet the definition of a joint venture must be accounted for using the equity
method.

PERS 12, Disclosure of interests in Other Entities

PFRS 12 sets out the requirements for disclosures relating to an entity’s interests in
subsidiaries, joint arrangements, associates and structured entities. The reguirements in
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PFRS 12 are more comprehensive than the previously existing disclosure reguirements for
subsidiaries (for example, where a subsidiary is controlled with less than a majerity of voting

rights}.

PFRS 13, Fair Volue Measurement

PFRS 13 establishes a single source of guidance under PFRSs for all fair value measurements.
PFRS 13 does not change when an entity is required to use fair value, but rather provides
guidance on how to measure fair value under PFRS, PFRS 13 defines fair value as an exit

price. PFRS 13 alsc reguires additional disclosures.

As a result of the guidance in PFRS 13, the Company re-assessed its policies for measuring
fair values, in particular, its valuation inputs such as non-performance risk for fair value
measurement of liabilities. The Company has assessed that the application of PFRS 13 has
not materially impacted the fair value measurements of the Company. Additional disclosures,
where required, are provided in the individual notes refating to the assets and liabilities
whose fair values were determined. Fair value hierarchy is provided in Note 17 to the
financial statements.

PAS 1, Presentatian of Financial Stotements - Presentatiaon of ftems of Other Camprehensive
Incame (OCI) (Amendments)

The amendments to PAS 1 introduced a grouping of items presented in OCl. Items that will
be reclassified {or “recycled”} to profit or loss at a future point in time (for example, upon
derecognition or settlement) will be presented separately from items that will never be
recycled. The amendments do not change the nature of the items that are currently
recognized in OCI, nor do they impact the determination of whether items of OCl are
classified through profit or loss in the future periods.

PAS 19, Emplayee Benefits {Revised)

For defined benefit plans, the revised PAS 19 requires all actuarial gains and losses to be
recognized in other comprehensive income and unvested past service costs previously
recognized over the average vesting period to be recognized immediately in profit or loss
when incurred.

Prior to adoption of the revised PAS 19, the Company recognized actuarial gains and losses as
income or expense when the net cumulative unrecognized gains and losses for each
individual plan at the end of the previous period exceeded 10% of the higher of the defined
benefit obligation and the fair value of the plan assets and recognized unvested past service
costs as an expense on a straight-fine basis over the average vesting period until the benefits
become vested. Upon adoption of the revised PAS 19, the Company changed its accounting
policy to recognize all actuarial gains and tosses in other comprehensive income and all past
service costs in profit or loss in the period they occur.

The revised PAS 19 replaced the interest cost and expected return on plan assets with the
concept of net interest on defined benefit liability or asset which is calculated by multiplying
the net balance sheet defined benefit liability or asset by the discount rate used to measure
the employee benefit obligation, each as at the beginning of the annual period.

The revised PAS 19 also amended the definition of short-term employee benefits and
requires employee benefits to be classified as short-term based on expected timing of
settlement rather than the employee’s entitlement to the benefits. In addition, the revised
PAS 19 modifies the timing of recognition for termination benefits. The modification
requires the termination benefits to be recognized at the earlier of when the offer cannot be
withdrawn or when the related restructuring costs are recognized.
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Changes to definition of short-term employee benefits and timing of recognition for
termination benefits do not have any impact to the Company’s financial position and
financial performance.

PAS 27, Separate Financial Statements (as revised in 2011)

As a consequence of the issuance of the new PFRS 10, Consolidoted Finoncial Stotements,
and PFRS 12, Disclasure of Interests in Other Entities, what remains of PAS 27 is limited to
accounting for subsidiaries, jointly controlled entities, and associates in the separate financial
statements.

PAS 28, Investments in Associates ond Joint Ventures (as revised in 2011)

As a consequence of the issuance of the new PFRS 11, Joint Arrongements, and PFRS 12,
Disclosure of Interests in Other Entities, PAS 28 has been renamed PAS 28, investments in
Associates and Joint Ventures, and describes the application of the equity method 1o
investments in joint ventures in addition to associates.

Philippine interpretation IFRIC 20, Stripping Costs in the Production Phase of a Surfoce Mine
This interpretation applies to waste removal (stripping) costs incurred in surface mining
activity, during the production phase of the mine. The interpretation addresses the
accounting for the benefit from the stripping activity. This new interpretation is not relevant
to the Company.

PFRS 1, First-time Adoption of Internotional Finonciol Reporting Stondords - Government
Loons {Amendments)

The amendments to PERS 1 require first-time adopters to apply the requirements of PAS 20,
Accounting for Government Grants and Disclosure of Government Assistance, prospectively
to government loans existing at the date of transition to PFRS. However, entities may choose
to apply the requirements of PAS 39, Financial instruments: Recognition and Measurement,
and PAS 20 to government loans retrospectively if the information needed to do so had been
obtained at the time of initially accounting for those loans. These amendments are not
relevant to the Company.

Annual Improvements to PFRSs {2009-2011 cycle}

The Annuol Impravements to PFRS {2009-2011 cycle) contain non-urgent but necessary
amendments to PFRSs. These amendments to the following standards, which the Company
adopted, have no impact to the financial statements:

PFRS 1, First-time Adoption of PFRS - Borrowing Costs;

PAS 1, Presentation of Financiol Statements - Clarificotion of the Requirements for
Comparative Informotion;

PAS 16, Property, Plant ond Equipment - Classification of Servicing Equipment;

PAS 32, Financial Instruments: Presentation - Tox Effects of Distributions to Holders of Equity
instruments; and

PAS 34, interim Financial Reporting - Interim Financial Reporting and Segment informuation
for Total Assets and Liabilities.

Future Changes in Accounting Policies

Standards issued but not yet effective up to the date of the issuance of the financial statements
are listed below. Unless otherwise stated, Lhe adoption of the applicable standards will not have
an impact on the financial statements. The Company intends to adopt the applicable standards
and interpretations when they become effective.

-15-



PAS 32, Financial instruments: Presentation - Offsetting Financial Assets and Financial
Liabilities (Amendments)

The amendments clarify the meaning of “currently has a legally enforceable right to
set-off” and also clarify the application of the PAS 32 offsetting criteria to settlement systems
{such as central clearing house systems) which apply gross settlement mechanisms that are
not simultaneous. The amendments affect presentation only and have ng impact on the
Company's financial pesition or performance.

PAS 36, Impairment of Assets - Recoverable Amount Disclosures for Non-Financial Assets
(Amendments)

These amendments remove the unintended conseqguences of PFRS 13 on the
disclosures required under PAS 36. In addition, these amendments require disclosure of the
recoverable amounts for the assets or cash-generating units {CGUs) for which impairment
loss has been recognized or reversed during the period, The amendments affect disclosures
only and have no impact on the Company's financial position or performance.

PAS 39, Financiol Instruments: Recognition and Measurement - Navation of Derivatives and
Cantinuation af Hedge Accounting (Amendments)

These amendments provide relief from discontinuing hedge accounting when
novation of a derivative designated as a hedging instrument meets certain criteria.

PERS 10, PFRS 12 and PAS 27, Investment Entities (Amendments)

These amendments are effective for annual periods beginning on or after January 1,
2014. They provide an exception to the consclidation reguirement for entities that meet the
definition of an investment entity under PFRS 10. The exception to consolidation requires
investment entities to account for subsidiaries at fair value through profit or loss.

Philippine Interpretation IFRIC 21, Levies {IFRIC 21)

IFRIC 21 clarifies that an entity recognizes a liahility for a levy when the activity that
triggers payment, as identified by the relevant legislation, occurs. For a levy that is triggered
upon reaching a minimum threshold, the interpretation clarifies that no liability should be
anticipated before the specified minimum threshold is reached.

PFRS 9, Financial Instruments
PFERS 9, as issued, reflects the first phase on the replacement of PAS 39 and applies to

the classification and measurement of financial assets and liabilities as defined in PAS 39,
Financial Instruments: Recognitian and Measurement. Work an impairment of financial
instruments and hedge accounting is still ongoing, with a view to replacing PAS 39 in its
entirety. PFRS 9 requires all financial assets to be measured at fair value at initial
recognition. A debt financial asset may, if the fair value option (FVO} is not invoked, be
subsequently measured at amortized cost if it is held within a business model that has the
objective to hold the assets to collect the contractual cash flows and its contractual terms
give rise, on specified dates, to cash flows that are solely payments of principal and interest
on the principal outstanding. All other debt instruments are subsequently measured at fair
value through profit or loss. All equity financial assets are measured at fair vatue either
through other cumprehensive incore (QClY or profit or loss. Fquity financial assets held for
trading must be measured at fair value through profit or loss. For FVO liabilities, the amount
of change in the fair value of a liability that is attributable to changes in credit risk must be
presented in QCI. The remainder of the change in fair value is presented in profit or loss,
unless presentation of the fair value change in respect of the liability’s credit risk in OC!
would create or enlarge an accounting mismatch in profit or loss. All other PAS 39
classification and measurement requirements for financial liabilities have been carried
forward into PFRS 9, including the embedded derivative separation rules and the criteria for
using the FVO. The adoption of the first phase of PFRS 9 will not have an effect on the
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classification and measurement of the Company’s financial assets, but will potentially have
no impact on the clzssification and measurement of financial liabifities.

= Philippine Interpretation IFRIC 15, Agreements far the Construction of Real Estate
This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The
interpretation requires that revenue on construction of real estate be recognized only upon
completion, except when such contract qualifies as construction contract to be accounted for
under PAS 11, Construction Contracts, or involves rendering of services in which case revenue is
recognized based on stage of completion. Contracts involving provision of services with the
construction materials and where the risks and reward of ownership are transferred to the
buyer on a continuous basis will also be accounted for based on stage of completion. The SEC
and the FRSC have deferred the effectivity of this interpretation until the final Revenue
standard is issued by the International Accounting Standards Board (1ASB) and an evaluation of
the requirements of the final Revenue standard against the practices of the Philippine real
estate industry is completed. The standard has no impact on the Company’s financial position
and performance.

Annual Improvements to PFRSs (2010-2012 cycle)

The Annual Improvements to PFRSs (2010-2012 cycle), which are expected to have no impact to
the financial statements of the Company, contain non-urgent but necessary amendments to the
following standards:

* PFRS 2, Share-based Poyment - Definition of Vesting Condition;

* PFRS 3, Business Combinations - Accaunting for Contingent Consideratian in a Business
Cambination,

* PFRS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of the
Total of the Reportable Segments’ Assets to the Entity’s Assets;

* PFRS 13, fair Value Measurement - Short-term Receivables and Payables,

* PAS 16, Property, Plant and Equipment - Revaluation Method - Proportionate Restatement of
Accumulated Depreciation;

* PAS 24, Related Party Disclosures - Key Management Persannel;

* PAS 38, Intangible Assets - Revaluatiocn Method - Proportionate Restatement of Accumulated
Amortization.

Annual Improvements to PFRSs (2011-2013 cycle)

The Annual Improvements to PFRSs (2011-2013 cycle), which are expected to have no impact to
the financial statements of the Company, contain non-urgent but necessary amendments to the
following standards:

* PFRS 1, First-time Adoption of PFRS - Meaning af ‘Effective PFRSs’;

* PFRS 3, Business Combinations - Scope Fxceptions for Joint Arrangements;
*  PFRS 13, Fair Volue Measurement - Portfolio Exception,

* PAS 40, /investment Property.
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Summary of Significant Accounting and Financial Reporting Policies

Fair Value Measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an

orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the

liability takes place either:

* in the principal market for the asset or liabiity, or
e in the absence of a principal market, in the most advantageous market for the asset or

liability.
The principal or the most advantageous market must be accessible to the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their
economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability
to generate economic benefits by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements
are categorized within the fair value hierarchy, described as follows, based on the lowest leve!
input that is significant to the fair value measurement as a whole:

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

s level 2 - Valuation techniques for which the lowest level input that is significant to the fair
vatue measurement is directly or indirectly observable.

*+ Level 3 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable.

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

Cash and Cash Equivalents

Cash includes cash on hand and cash in banks. Cash equivalents are short-term, highly liguid
investments that are readily convertible to known amounts of cash with original maturities of
three months or less and are subject to an insignificant change in value.

Financial Assets and Financial Liabilities

Financial assets and financial liabilities are recognized initially at fair value. Transaction costs are
included in the initial measurement of all financial assets and financial liabilities, except for
financial instruments measured at fair value through profit or loss (FVPL). Fair value is
determined by reference to the transaction price or other market prices. if such market prices
are not readily determinable, the fair value of the consideration is estimated as the sum of als
future cash payments or receipts, discounted using the prevailing market rates of interest for
similar instruments with similar maturities.

- 18-



The Company recognizes a financial asset or a financial liability in the balance sheet when it
hecomes a party to the contractual provisions of the instrument.

All regular way purchases and sales of financial assets are recognized on the trade date, i.e., the
date that the Company commits to purchase the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the period generally
established by regulation ar convention in the market place.

Financial assets are classified into the following categories:
a. Financial assets at FVPL

b. Loansand receivables

¢.  Held-to-maturity (HTM) investments

d. Available-for-sale (AFS) financial assets

Financial liabilities, on the other hand, are classified into the following categories:
a. Financial liabilities at FVPL
b. Other financial liabilities

As of June 30, 2014 and December 31, 2013, the Company has no financial assets or financial
liabilities at FV¥PL, HTM investments and AFS financial assets.

The Company determines the classification at initial recognition and, where allowed and
appropriate, re-evaluates this classification at every balance sheet date.

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments

that are not quoted in an active market. They arise when the Company provides money, goods
or services directly to a debtor with no intention of trading the receivables. Loans and
receivables are carried at cost or amortized cost in the balance sheet.

Amortization is determined using the effective interest rate method. Loans and receivables are
included in current assets if maturity is within 12 months from the balance sheet date.
Otherwise, these are classified as noncurrent assets.

Included in this category are the Company’s cash and cash equivalents and receivables as of
June 30, 2014 and December 31, 2013 (see Note 18).

Other financial liabilities

This category pertains to financial liabilities that are not held for trading or not designated at
FVPL upon the inception of the liability. These include liabilities arising from operations (e.g.,
payables and accruals) or borrowings (e.g., loans and obligations arising from finance lease}). The
fiabilities are recognized initially at fair value and are subsequently carried at amortized cost,
taking into account the impact of applying the effective interest method of amortization {or
accretion) for any related premium {or discount) and any directly attributable transaction costs.

Included in this category are the Company’s accounts payable and other current liabilities as of
June 30, 2014 and December 31, 2013 (see Note 18).
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Determination of Fair Value
The fair value of financial instruments traded in active markets at the balance sheet date is based

on their quoted market price or dealer price quotations (bid price for long positions and ask price
for short positions), without any deduction for transaction costs. When current bid and asking

prices are not available, the price of the most recent transaction provides evidence of the current
fair value as fong as there has not been a significant change in economic circumstances since the

time of the transaction.

For all other financial instruments not listed in an active market, the fair value is determined by
using appropriate valuation techniques. Valuation techniques include net present value
techniques, comparison to similar instruments for which market observable prices exist, options

pricing models and other relevant valuation models.

Derecognition of Financial Assets and Financial Liabilities

Financiof assets
Afinancial asset {or, where applicable, a part of a financial asset or part of a Company of similar

financial assets) is derecognized where:

* the rights to receive cash flows from the asset have expired;

= the Company 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 Company has transferred its rights to receive cash flows from the asset 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 controf

of the asset.

Where the Company has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred
control of the asset, the asset is recognized to the extent of the Company’s continuing
involverment in the asset. Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of original carrying amount of the asset and the
maximum amount of consideration that the Company could be required to pay.

Financiol liabilities
A financial liability is derecognized when the obligation under the liability is discharged or

cancelled or has expired.

Where an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange

or modification is treated as a de-recognition of the original liability and the recognition of a new
liability, and the difference in the respective carrying amounts is recognized in profit or loss.

Day 1 Difference
Where the transaction price in a non-active market is different from the fair value nf other

cbservable current market transactions In the same instrument or based on a valuation
technique whose variables include only data from observable markets, the Company recognizes
the difference between the transaction price and fair value {a “Day 1" difference) in profit or loss
unless it qualifies for recognition as some other type of asset. In cases where data used is not
observable, the difference between the transaction price and model value is only recognized in
profit or loss when the inputs become observable or when the instrument is derecognized. For
each transaction, the Company determines the appropriate methed of recognizing the “Day 17
difference.
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Offsetting Financial Instruments

Financial assets and financial liabilities are offset and the net amount reported in the balance
sheet if, and only if, there is a currently enforceable legal right to offset the recognized amounts
and there is an intention to settie on a net basis, or to realize the asset and settle the liability
simultaneously. This is not generally the case with master netting agreements, and the related
assets and liabilities are presented gross in the balance sheet.

Impairment of Financial Assets
The Company assesses at each balance sheet date whether a financia! asset or Company of

financial assets is impaired.

Assets carried at amortized cost

The Company first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for financial assets
that are not individually significant. Objective evidence includes observable data that comes to
the attention of the Company about loss events such as, but not limited to, significant financial
difficulty of the counterparty, a breach of contract, such as a default or delinquency in interest or
principal payments, probability that the borrower will enter bankruptcy or other financial
reorganization. If it is determined that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, the asset is included in the
Company of financial assets with similar credit risk characteristics and that Company of financial
assets is collectively assessed for impairment. Assets that are individually assessed for
impairment and for which an impairment loss is or continues to be recognized are not included in
the 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 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 asset is reduced either directly or through the use of an allowance account. The
amount of loss is recognized in profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
refated objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed by adjusting the allowance account. The amount of the
reversal is recognized in profit or loss. Interest income continues to be accrued on the reduced
carrying amount based on the original effective interest rate of the asset. Loans together with
the associated allowance are written off when there is no realistic prospect of future recovery
and all collateral, if any, has been realized or has been transferred to the Company. If in a
subsequent year, the amount of the estimated impairment loss increases or decreases because
of an event occurring after the impairment was recognized, the previously recognized
impairment loss is increased or reduced by adjusting the allowance for impairment losses
account. If a future

write-off is later recovered, the recovery is recognized in profit or loss. Any subsequent reversal
of an impairment loss is recognized in profit or loss, to the extent that the carrying value of the
asset does not exceed its amaorlized cost al reversal date.,

[nput value added tax {VAT)
Input VAT is recognized when the Company purchases goods or services from a VAT-registered
supplier or vendor. This account is offset against any output VAT previously recognized.
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Property and Equipment
Property and equipment, except fand, is stated at cost, excluding the costs of day-to-day
servicing, less accumulated depreciation and any accumulated impairment in value. Land is

stated at cost less impairment in value.

The initial cost of an asset comprise its purchase price, any related capitalizable borrowing costs
and other directly attributable costs of bringing the asset to its working condition and location
for its intended use. Expenditures incurred after the property and equipment have been put into
operation, such as repairs and maintenance costs, are normally charged to income in the period
in which the costs are incurred. In situations where it can be clearly demonstrated that the
expenditures have resulted in an increase in the future economic benefits expected to be
obtatned from the use of an item of property and equipment beyond its originally assessed
standard of performance, the expenditures are capitalized as an additional cost of property and

equipment.

Depreciation commences when an asset is in its location and condition capable of being
operated in the manner intended by management and ceases at the earlier of the date the assets
are held for sale and the date the assets are derecognized. Depreciation of building
improvements is computed on a straight-line basis over the estimated useful life of 3 years.

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

When assets are sold or retired, their costs and accumulated depreciation, and any accumulated
impairment in value are eliminated from the accounts. Any gain or loss resulting from their
disposal is included in profit or loss.

Construction in progress is stated at cost. This includes cost of construction, borrowing costs
incurred during the development or construction phase and other direct costs. Borrowing costs
are capitalized until the property is completed and becomes operational. Construction in
progress is not depreciated until such time as the relevant assets are completed and put into
operational use. The capitalized interest is amortized over the estimated useful life of the

related assets.

Impairment of Nonfinancial Assets

The Company assesses at each balance sheet date whether there is an indication that its
property and equipment may be impaired. If any such indication exists, or when annual
impairment testing for an asset is required, the Company makes an estimate of the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash
generating unit’s fair value less costs to sell and its value-in-use and is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of
those from other assets or group of assets. Where the carrying amount of an asset exceeds its
recoverable amount, the asset is considered impaired and is written down to its recoverable
amount. 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. Impairment losses are recognized in profit or
toss in those expense categories consistent with the function of the impaired asset.

An assessment is made at each balance sheet date as to whether there is any indication that
previously recognized impairment losses may no longer exist or may have decreased. If such
indication exists, the recoverable amount is estimated. A previously recognized impairment loss
is reversed only if there has been a change in the estimates used to determine the asset’s
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recoverable amount since the tast impairment loss was recognized. If that is the case, the
carrying value of the

asset is increased to its recoverable amount. That increased amount cannot exceed the carrying
amount that would have been determined, net of depreciation and amortization, had no
impairment loss been recognized for the asset in prior years. Such reversal is recognized in profit
or loss unless the asset is carried at revalued amount, in which case the reversal is treated as a
revaluation increase. After such a reversal, the depreciation and amcrtization charge is adjusted
in future periods to allocate the asset’s revised carrying amount, less any residual value, on a
systematic basis over its remaining useful life.

Deposit for Future Stock Subscription

Deposit for future stock subscription represents amounts received that will be applied as
payment in exchange for a fixed number of the Company’s own equity instruments, and
presented in the equity section of the balance sheet. These are measured at cost and are

reclassified to capital stock upon issuance of shares.

In accordance with Financial Reporting Bulletin No. 6 issued by the SEC, the following elements
should be present as of the balance sheet date in order for the Deposits for Future Stock
Subscriptions {DFS) to qualify as equity:

* The unissued authorized capital stock of the entity is insufficient to cover the amount of
shares indicated in the contract;

* There is a BOD approval on the proposed increase in authorized capital stock {for which a
deposit was received by the corporation);

* Thereis stockholders’ approval of said proposed increase; and

= The application for the approval of the proposed increase has been filed with the
Commission.

If any or all of the foregoing elements are not present, the transaction should be recognized as
liability.

Capital Stock
Capital stock represents the portion of the paid in capital representing the total par value of the

shares issued. When the Company issues more than one class of stock, a separate account is
maintained for each class of stock and the number of shares issued. Incremental costs incurred
directly attributable to the issuance of new shares are shown in equity as a deduction from
proceeds, net of tax.

Additional Paid-in Capital
Additional paid-in capital pertains to the amount paid in excess of the par value of the shares
either subscribed, issued, or both.

Deficit
Deficit represents the cumulative balance of net income or loss, dividend distributions, prior
period adjustments and effects of changes in accounting policy.

Basic/Diluted tarnings (Losses) Per Share

Basic earnings per share {(EPS) is computed by dividing net income attributable to equity holders
of the Company for the year by the weighted average number of common shares outstanding
during the year after giving retroactive effect to stock dividends declared and stock rights
exercised during the year, if any. The Company currently does not have potentiai dilutive
commen shares.
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Revenue Recognitian
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the

Company and the revenue can be measured reliably. The following specific recognition criteria
must also be met before revenue is recognized:

interest income
Revenue is recognized as the interest accrues taking into account the effective yield on the asset.

Dividend income
Revenue is recognized when the Company’s right to receive the payment is established.

Expenses
Expenses are recognized in profit or loss at the date they are incurred.

Other Comprehensive Income

Iltems of income and expense {including items previousty presented under the statement of
changes in equity] that are not recognized in profit or loss for the year are recognized as other
comprehensive income and are presented as other comprehensive income in the statement of

comprehensive income.

Income Taxes

Current tax
Current tax assets and liabilities for the current and prior periods are measured at the amount

expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws
used to compute the amount are those that are enacted or substantively enacted at the balance

sheet date.

Deferred tax
Deferred tax is recognized using the balance sheet liability method, on all temporary differences

at the balance sheet date between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences, including asset
revaluations. Deferred income tax assets are recognized for all deductible temporary
differences, carry -forward benefits of unused tax credits from excess minimum corporate
income tax (MCIT) over the regular corporate income tax (RCIT} and unused net operating loss
carryover (NOLCO), to the extent that it is probable that sufficient future taxable income will be
available against which the deductible temporary differences and carry- forward benefits of
unused tax credits and unused tax losses can be utilized. Deferred income tax, however, is not
recognized when it arises from the initial recognition of an asset or liability in a transaction that is
not a business combination and, at the time of the transaction, affects neither the accounting
profit nor taxable profit or loss.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that sufficient future taxahle income will be available
to allow all or part of the deferred Income tax asset to be ulilized. Unrecognized deferred
income tax assets are reassessed at each balance sheet date and are recognized to the extent
that it has become probable that sufficient future taxable income will allow the deferred income
tax assets to be recovered.

Deferred tax assets and deferred income tax liabilities are measured at the tax rates that are
expected to apply to the year when the assets are realized or the liabilities are settled, based on
tax rates (and tax laws) that have been enacted or substantively enacted at the balance sheet
date.
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Deferred tax assets and liabilities are offset if a legally enforceable right exists to offset current
income tax assets against current tax liabilities and the related deferred taxes relate to the same

taxable entity and the same taxation authority.

Provisions and Contingencies

Provisions are recognized when: (1} the Company has a present oblfigation (legal or constructive)
as a result of a past event; (2) it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation; and {3) a reliable estimate of the amount of the
obligation can be made. If the effect of the time value of money is material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects current
market assessment of the time value of money and, where appropriate, the risks specific to the
liability. Where discounting is used, the increase in the provision due to the passage of time is
recognized as an interest expense. When the Company expects a provision or loss to be
reimbursed, the reimbursement is recognized as a separate asset but only when the
reimbursement is virtually certain and its amount is estimable.

Contingent liabilities are not recognized in the financial statements but are disclosed unless the
possibility of an outflow of resources embeodying economic benefits is remote.

Contingent assets are not recognized in the financial statements but are disclosed when an
inflow of economic benefits is probakle. Contingent assets are assessed continually to ensure
that devetopments are appropriately reflected in the financial statements. If it has become
virtually certain that an inflow of economic benefits will arise, the asset and the related income
are recognized in the financial statements.

Segment Reporting

The Company’s operating businesses 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. The Company has only
one reportable segment and is presented in Note 16 to the financial statements.

Events, After the Balance Sheet Date

Events after the balance sheet date that provide additional information about the Company’s
position at the balance sheet date (adjusting events), if any, are reflected in the financial
statements. Events after the balance sheet date that are not adjusting events are disclosed in
the notes to the financial statements when material.

Significant Accounting Judgments, Estimates and Assumptions

The preparation of the financial statements in accordance with PFRS requires the Company to
make estimates and assumptions that affect the reported amounts of assets, liabilities, income
and expenses, other comprehensive income {loss) and disclosure of contingent assets and
contingent liabilities. Future events may occur which will cause the assumptions used in arriving
at the estimates to change. The effects of any change in estimates are reflected in the financial
statements as they become reasonably determinable.

ludgments, estimates and assumptions are continually evaluated and are based on historical

experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances.

-25-



Judgments
In the process of applying the Company’s accounting policies, management has made the

following judgments, apart from those involving estimations, which have the most significant
effect ont amounts recognized in the financial statements.

Determination of functional currency
The Company's functional currency was determined to be the Pesa. It is the currency of the

primary economic environment in which the Company operates.

Classification of financial instruments
The Company classifies a financial instrument, or its component parts, on initial recognition
either as a financial asset, a financial liability or an equity instrument in accordance with the
substance of the contractual arrangement and the definition of a financiat asset, a financial
liability or an equity instrument. The substance of a financial instrument, rather than its legal
form, governs its classification in the balance sheet.

Recognition of deferred tox ossets

The Company makes an estimate of its future taxable income and reviews the carrying amount of
the deferred tax assets at each balance sheet date. The carrying amount is reduced to the extent
that it is no longer probable that sufficient future taxable profit will be available to allow all or
part of the deferred tax assets to be utilized.

As of June 30, 2014 and December 31, 2013 and 2012, no deferred tax assets on the Company’s
unused NOLCQ and excess MCIT were recognized as management believes that the Company may
not have sufficient taxable income against which the excess MCIT and unused NOLCO may be
applied {see Note 11).

Estimates and Assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at

the end of reporting period that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial years are discussed below.

Determination of fair value of financiol instruments

Financial assets and financial liabilities, on initial recognition, are accounted for at fair value, The
fair vatues of financial assets and financial liabilities on initial recognition are normally the
transaction prices. In the case of those financial assets and financial liabilities that have no active
markets, fair values are determined using an appropriate valuation technique. The Company
uses the following hierarchy for determining and disclosing the fair value of financial instruments
by valuation technigque: (a) Level 1 - quoted prices in active markets for identical assets and
liabilities; (b} Level 2 - inputs other than quoted prices included in Leve/ 1 that are observable for
the asset or liability, either directly (as prices) or indirectly (derived from prices); and (c} Level 3 -
inputs that are not based on observable market data or unobservable inputs.

Estimation of aliowonce for doubtful occounts

The allowance for doubtful accounts relating to receivables is estimated based on two methods,
The amounts cafeulated using fach of these methods are combined to determine Lhe total
allowance to be provided. First, specific accounts are evaluated based on information that
certain customers may be unable to meet their financial obligations. In these cases, judgment is
used

based on the best available facts and circumstances, including but not limited to, the length of
refationship with the customer and the customer’s current credit status based on third party
credit reports and known market factors, to record specific reserves against amounts due to
reduce receivable amounts expected to be collected. These specific reserves are re-evaluated
and adjusted as additional information received impacts the amounts estimated. Second, a
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coliective assessment of historical collection, write-off, experience and customer payment terms
is made.

The amount and timing of recorded expenses for any period could therefore differ based on the
judgments or estimates made. An increase in the Company’s allowance for doubtful accounts
willincrease its recorded operating expenses and decrease its current assets.

The carrying value of receivables as of June 30, 2014 and December 31, 2013 are disclosed in
Note 6 to the financial statements. No provision for doubtful accounts was recognized in 2014,
and 2013.

Estimation of the useful life of praperty and equipment

The useful lives of each of the Company’s property and equipment are estimated based on the
pericd over which the assets are expected to be available for use. Such estimation is based on a
collective assessment of industry practice, internal technical evaluation and experience with
similar assets. The estimated useful lives of each asset are reviewed periodically and 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 assets. It is possible
however, that future financial performance could be materially affected by changes in the
amounts and timing of recorded expenses brought about by the changes in the factors
mentioned above. A reduction in the estimated useful lives of any property and equipment
would increase the recorded operating expenses and decrease noncurrent assets. There were no
changes in the estimated useful life of the property and equipment in 2014 and 2013.

As of June 30, 2014 and December 31, 2013, the carrying value of property and equipment are
disclosed in Note 8 to the financial statements.

Impairment of nonfinancicl assets
The Company assesses at each balance sheet date whether there is any indication that property

and equipment may be impaired. If such indication exists, the entity shatl estimate the
recoverable amount of the asset, which is the higher of an asset’s or cash-generating unit’s fair
value less costs to selt and its value-in-use.

No impairment loss was recognized in June 2014, 2013 and 2012, for input VAT and property
and equipment. Based on management’s assessment, there are no indications of impairment on
the Company’s nonfinancial assets.

The carrying values of the property and equipment are disclosed in Note 8 to the financial
statements.

Recaverability of input VAT
The Company assesses the recoverability of input VAT based on the estimated sale of services

subject to VAT. Management has assessed that the recognized input VAT as of June30, 2014
and December 31, 2013, are recoverable and are disclosed in Note 7 to the financial statements.

Provisians

The Company provides for present obligations {legal or constructive) where it is probable that
there will be an cutflow of resources embodying economic benefits that will be required to settle
said obligations. An estimate of the provision is based on known information at balance sheet
date, net of any estimated amount that may be reimbursed to the Company. No provisions were

recognized as of June 30, 2014 and December 31, 2013,
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5. Cash and Cash Equivalents
This account consists of:
June 2014 December 2013
Cash on hand RB50,000 R50,000
Cash in banks 57,461,477 65,613,458
Cash equivalents 839,106,820 1,148,806,223
R896,618,297 #£1,214,469,681
Cash in banks generally earn interest at the respective bank deposit rates, Cash equivalents are
short-term deposits made for varying periods of up to three months and earn interest at the
respective short-term deposit rates.
Interest income earned from bank deposits and time deposits aggregated to B5.99 million in
2014 and R4.23 million in 2013 (see Note 10).
6. Advances and Other Receivables
This account consists of:
June 2014 December 2013
Advances to an affiliate (see Note 12) R113,784,393 R£113,784,393
Advances to contractors and suppliers 120,319,535 108,321,958
Advances to employees 70,000 200,000
Interest receivable - 914,145
Rr234,173,928 R223,220,496
Interest receivable in 2013 consisted of accrued interest income from time deposit.
Advances to suppliers include payments made to suppliers for goods or services to be received in
the future. Advances to contractors pertain to down payments and advances paid by the
company for the development of a project in Manila (see Note 8).
7. Input VAT

This consists of:

June 2014 December 2013

Current k138,992,374 R102,830,215
Non-current:

Construction in progress (Note 8) 1,977,592 6,779,494

Others 101,481 143,481

2,079,073 6,922,975

R141,071,447 109,753,190
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Property and Equipment

The roliforward analysis of this account consists of:

2014
January 1 Additions Disposals June 30

Cost
Land P 600,800,000 r- P #600,800,000
Furnitures and fixtures 14,866 83,272 - 98,138
Computer software and 185,643 341,289 - 526,932
hardware
Office equipment 36,464 - - 36,464
Transportation equipment 1,625,893 - - 1,625,893

602,662,866 424,561 - 603,087,427
Accumulated depreciation
Furnitures and fixtures 1,987 3,363 - 5,350
Computer software and
hardware 29,394 51,977 - 81,371
Office equipment 3,637 3,647 - 7,284
Transportation Equipment - 152,589 - 152,589
Total 35,018 211,576 - 246,594
Net book value 602,627,848 212,985 - 602,840,833
Construction in progress 239,268,202 246,487,741 - 485,755,943
Total P 841,896,050 £246,700,726 P— P1,088,596,776

2013
January 1 Additions Disposals December 31

Cost
Land ] R P600,800,000

600,800,000 P~
Furnitures and fixtures - 14,866 - 14,866
Computer software and - 185,643 - 185,643
hardware
Office equipment - 36,464 - 36,464
Transportation equipment - 1,625,893 - 1,625,893

600,800,000 1,862,866 - 602,662,866
Accumulated depreciation
Furnitures and fixtures - 1,987 - 1,987
Computer software and
hardware - 29,394 - 29,394
Office equipment - 3,637 - 3,637
Total - 35,018 - 35,018
Net book value 600,800,000 1,827,848 - 602,627,848
Construction in progress 9,876,786 229,391,416 - 239,268,202
Total R 610,676,786 P231,219,264 P— r841,896,050

Constructicn in progress pertains mainly to a development project in Manila (see Notes 6 and 9).

In 2012, land with an appraised value of 600,800,000 was received as consideration for the
subscription of MJCl to the Company’s commoen shares in accordance with the memorandum of
agreement dated July 24, 2008 {see Note 15).
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9. Accounts Payable and Other Current Liabilities

This account consists of:

June 2014 December 2013

Accrued expenses B- P61,825,353
Retention payable 18,457,525 12,660,676
Accounts payable 40,839,241 6,922,602
withholding taxes payable 1,471,028 850,918
Advances from an affiliate (Note 12) 945,171 945,171
Accrued employee benefit 1,155,190 43,983
Other liabilities 78,494 84,053

R62,946,649 P83,332,756

Accounts payable are noninterest-bearing and are nermally settied within 30 days. As of June 30,
2014, accounts payable of the Company mainly pertains to unclaimed checks by contractors and
suppliers, for the construction cost incurred for the development of a project in Sta. Cruz, Manila.

Retention payable represents the portion of construction billings which will be paid upon
satisfaction by the contractors of the conditions specified in the contracts or until defects have
been corrected.

10. Interest Income

Interest income refated to:

June 2014 June 2013
Cash and cash equivalents {Note 5) R5,991,969 R4,226,913
5,991,969 4,226,913

11. Income Taxes
a. The provision for (benefit from) for income tax consists of the fellowing:

June 2014 June 2013

Current:
Final R1,198,354 845,383
MCIT - -
1,198,394 845,383
Deferred - -
®1,198,394 R845,383

b. There were no deferred tax liabilities as of June 30, 2014 and 2013,

¢. Nodeferred tax assets were recognized on the following carryforward benefits of unused
NOLCO and excess MCIT as of June 30, 2014 and December 31, 2013 and 2012, as
management believes that the Company may not have sufficient taxable income against
which the excess MCIT and unused NOLCO may be applied:
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2013 2012
NOLCO R81,905,184 R43,776,277
Excess of MCIT over RCIT 52,853 75,893

As of December 31, 2013, the details of NOLCO and excess of MCIT over RCIT are as follows:

Year Incurred Year of Expiration NOLCO MCIT

2011 2014 P1,989,528 B43,353

2012 2015 39,774,256 3,500

2013 2016 40,141,400 6,000
R81,905,184 B52,853

d. As of June 30, 2014, the company incurred a net loss of R 8,472,861, after final taxes and

there is no MCIT.

12. Related Party Transactions

Enterprises and individuals that directly, or indirectly through one or more intermediaries, control
or are controlled by or under common control with the Company, including holding companies,
subsidiaries and fellow subsidiaries, are related parties of the Company. Associates and individuals
owning, directly or indirectly, an interest in the voting power of the Company that gives them
significant influence over the enterprise, key management personnel, including directors and
officers of the Company and close members of the family of these individuals, and companies
associated with these individuals also constitute related parties. In considering each possible
related entity relationship, attention is directed to the substance of the relationship and not merely
the legal form.

In the normal course of business, the Company has transactions and account balances with
related parties as follows:
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2013

2014
Qutstanding Outstanding Terms Condtion
Receivable Recevable
(Payable) [Payable)
Enuity  Relationship Nature Amount Balance Amount Balance
Sierra Prime Interest unsecured,
Properties Afhlhate Cash advance!® #5,000,000 $5,000,000 p5,000,000 bearing  unguaranieed
Corporation
Transfer of assets
and habilities 108,214,153 108,214,153 108,214,153 Nen-Interest  unsecured,
{see Note 15) bearing unguaranteed
Interest on Cash Non-Interest  unsecured,
advances'” 475,000 475,000 475,000 bearing  unguaranteed
Other Advances 95,240 95,240 95,240 Non-Interest  unsecureg,
bearing  unguaranteed
Manila Jockey
Club, Inc Stackholder Cash advances (545,171} 945,171 {945,171) Non-Interest unsecured,
{MICl} {see Note 9) bearing, due aunguaranteed

Subscription of
additional common)
shares {see Note 13)

Subscription
Receivable
(see Note 13)

600,800,000

42,808,835

demandable
Neon-interest  unsecured,

bearing  unguaranteed

42,808,835 Non-Interest  unsecured,

bearing unguaranteed

a. In 2011, the Company extended an interest-bearing advances amounting to R5,000,000 to

SPPC for a period of one year with interest rate of 6% per annum.

Interest income

recognized in 2013, 2012 and 2011 amounted to R300,000, R175,000 and R25,000
respectively. Noninterest-bearing receivable from SPPC and interest receivable amounting
to R108,214,153 and #175,000, respectively, pertains to the transfer of a group of assets and
liabilities as part of the MOA signed July 24, 2008 in 2012 (see Note 15).

Key Management Personnel

The Corporation has no standard arrangement with regard to the remuneration of its existing
directors. As of June 30, 2014 and the same period in 2013, the BOD received director’s fees
aggregating to R707,000 and R602,500, respectively. Beginning in 2013, administrative and
finance functions as well as the operations of the Company are handled by its own staff.



13. Equity

The Company was listed with the PSE in November 11, 1955. As of June 30, 2014, the Company
has an aggregate of 2,500,614,159 outstanding shares of stock and has a total of 452
stockholders of record.

Capital Stock
The capital stock as of June 30, 2014 and December 31, 2013 consist of:

2014 2013
Number of Number of
shares Amount shares Amount

Common shares - R1 par

value
Authorized -
5,000,000,000 shares
in 2014 and 2013
Issued and outstanding
{held by 452
equity holder) 2,309,601,064 R2,309,601,064 2,309,601,064 R2,309,601,064
Subscribed 191,013,095 191,013,095 191,013,095 191,013,095
Ssubscriptions receivable (105,548,554} (105,548,554)

R2,395,065,605 #2,395,065,605

Pursuant to a Memaorandum of Agreement {MOA) dated July 24, 2008 by and between MJCI and
the Company, MJCI subscribed to 107,360,137 commaon shares at the subscription price of 1 per
share. As of 2013, MJCI has paid R64,551,302 of the subscription price with the balance of
R42,808,835 is payable upon call of the Board of Directors of the Company.

Pursuant further to the July 24, 2008 MOA, the Company issued 600.8 Million share from its
authorized capital stock in favor of MICl in exchange of the latter’s real estate property situated
in Sta. Cruz, manila consisting of 7,510 square meters. The Bureau of Internal Revenue under its
Certification dated October 29, 2012 authorized the property for share exchange.

On January 17, 2013, a group of strategic investors subscribed to 450,000,000 shares at a
subscription price of R1.00 per share to be taken from the unsubscribed pertion of the
authorized capital stock. The subscription price of 2450 Million was paid on said date. Additional
subscription from non-related parties of 73,500,000 shares at a subscription price of £1.00 per
share was also paid in full on January 17, 2013.

On July 24, 2013, some stockholders of the Company subscribed to 73,898,168 shares at a
subscription price of 21.00. The subscription was made pursuant to the July 24, 2008 MOA. As of
June 30, 2014, the subscribed balance of shares has related subscription receivabtes amounting
to BS5,239,719. in addition, the subscription for 24,182,704 shares at R1.00 per share from
stockholders in 2010 has also a remaining subscription balance of 8 7,500,000.

On October 3, 2013, the group of strategic investor subscribed to additional 875 million shares at
the subscription price of R1.00 per share. Additional subscription from non-related parties of
189,513,013 commen shares at a subscription price of B1.00 per share was also made on same
date. All the subscriptions on October 3, 2013 were paid in full on said date.
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Increase in Authorized Capital Stock

In the annual stockholders’ meeting of the Company held on June 27, 2008, the stockholders
approved and ratified the increase of the authorized capita! stock of the Company from
400.0 million shares to 1.5 biltion shares with par value of R1 per share. The increase in the
authorized capital stock was approved by the SEC on August 15, 2012.

Further, during the annual stockholders” meeting of the Company held on June 25, 2012, the
stockholders approved and ratified the increase of the authorized capital stock of the Company
from 1.5 billion shares to 5.0 billion shares with par value of B1 per share. The increase in the
authorized capital stock was approved by the SEC on September 23, 2013,

In 2013, the documentary stamp tax on the issuance of capital stock amounting to
P8,309,555 was charged against “Retained Earnings” in the statement of changes in equity.

14,

Basic/Diluted Earnings (Losses} Per Share

2014 2013
Net income (loss) for the year {R8,472,861) (R17,027,960)
Divided by weighted average
number of outstanding
common shares 2,139,618,307 1,362,202,978
Basic/diluted earnings (losses)
per share (RO.004}) (P0.013)

The Company has no potential dilutive common shares as of June 30, 2014, and June 30, 2013.
Therefore, the basic and dituted earnings/ (losses) per share are the same as of those dates.

15.

Propenrty for Share Swap

On April 16, 2008, the BOD accepted the offer of MICI for the Company to be the transferee of
MICl's non-core assets (real estate properties and gaming machinery and equipment) under a
property for share exchange subject to certain conditions. On July 24, 2608, MICl and the
Company entered into a MOA providing the following:

i. in order that MICl shall have immediate control of the Company, MJCI shall subscribe to
107,360,137 shares of stock out of the unsubscribed portion of the Company’s authorized
capital stock;

ii. MJCl shall transfer, convey and assign the Sta. Cruz Property and the gaming machinery and
equipment in exchange for shares of stock of the Company, exchange ratio of which shall be
one share of the Company for every R1 zonal value of the Sta. Cruz property.

i The Company shall cause the payment of its existing liabilitics in the amount of
R14.2 million;

iv. The Company shall cause the assignment of its marketable securities and receivables to the
previous stockholders; and

v. The Company shall spin off its 5-hectare property in Tanza, Cavite to a new corporation
(NEWCO]) to be organized by the Company and assign the shares of the capital stock of
NEWCO to the previous stockholders of the Company.
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On February 5, 2009, the MOA was amended to use the appraised vatue instead of zonal value of
the Sta. Cruz Property as the exchange ratio for the property for share swap.

On January 23, 2009, and in accordance with the MOA, MJCI executed a subscription agreement
to subscribe out of the unissued portion of the authorized capital stock of the Company at the
subscription price of 1 per share for 107,360,137 shares, equivalent to 50.23% ownership in the
Company, making MJCI the majority stockholder. As of December 31, 2013, MJCI has paid
B64,551,302 representing 60.13% of the total subscription price. The remaining balance of
P42,808,835 is payable upon the call of the BOD of the Company {see Note 13}.

On December 6, 2010, the ARIES ASIA PROPERTY HOLDINGS, INC. (NEWCO]) was incarporated as
SIERA PRIME PROPERTIES CORP. (SPPC}). On July 23, 2012, the Board approved the
implementation of the transfer of the assets to SPPC.

On August 6, 2012, the Company transferred to SPPC the assets and liabilities enumerated below

for a total consideration of R108,389,153, by virtue of the MOA dated July 24, 2008.

Agreed Amounts

Assets
Held for trading investments 263,640,124
Investment property 27,679,140
Receivables 25,266,055
Input VAT 58,675
126,643,994
Liabilities
Accounts payable 5,195,242
Due from related parties 13,059,599
18,254,841
Total 108,389,153

On October 29, 2012, MICl transferred 7,510 square meters of the Sta. Cruz property in exchange
for 600.8 million common shares of the Company. The property transferred has a fair value of
R600,800,000 or B80,000 per square meter. The transaction is considered as a tax-free exchange
under BIR certification dated October 29, 2012 pursuant to Section 40 (c¢) (2) of the National
Internal Revenue Code.

In accordance with the BIR certification, the property for share exchange is not subject to income
tax, capital gains tax, expanded withholding tax and donor’s tax. The transaction, however, is
subject to value added tax (VAT) and documentary stamp tax. The input VAT related to the land
acquired amounted to R72,096,000 is presented as part of “Input VAT classified as current
assets in the balance sheets while the documentary stamp tax amounting to R3,004,000 was
charged against “Additional paid-in capital” and “Retained earnings” amounting to £2,528,624
and 475,376, respectively, in the statements of changes in equlty.



16. Operating Segment Information

The Company has only one operating segment which is to acquire by purchase, lease or
otherwise, lands or interest in lands and realty, and to own, hold, improve or develop said land or
real estate so acquired, and to build or cause to be built on any lands owned, held, occupied or
acquired, buildings, facilities, and other structures with their appurtenances, for residential,
commercial, mixed-use, leisure, gaming, amusement and entertainment purposes.

Management monitors the operating results of its operating segment for the purpose of making
decisions about resource allocation and performance assessment. Segment performance is
evaluated based on net income or loss and is measured consistently with the total
comprehensive income in the financial statements.

The Company’s asset-producing revenues are located in the Philippines (i.e., one geographical
location). Therefore, geographical segment information ts no longer presented.

Segment Revenue and Expenses
The segment results for June 30, 2014 and for the same period in 2013 are as follows:

2014 2013
Segment revenue RS5,991,969 R4,226,913
Costs and expenses 13,266,436 20,405,490
Loss before income tax (7,274,467) (16,178,577)
Provision for income tax 1,198,394 845,383
Net loss (#8,472,861) {R17,023,960)

Segment Assets and Liabilities and Other Information
The segment assets, liabilities and capital expenditures for June 30, 2014 and December 31, 2013
are as follows:

2014 2013
Assets R2,361,374,539 R2,390,239,507
Liabilities 62,946,649 83,338,756
Capital 2,298,427,8B89 2,306,900,751
Interest income 5,991,969 10,917,012
Depreciation 211,576 35,018

17. Financial Instruments

The carrying values of cash and cash equivalents, receivables, accounts payable and other
current liabilities and due to related parties approximates their fair values due to short-term
nature of the transaction.

Fair Value Hierarchy

The Company measures the fair value of financial instruments carried at fair value using the

following hierarchy:

¢ Levell- Quoted {unadjusted) markel prices in active markets for identical assets or liabilitics.

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

e Level 3 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable.

There were no financial instruments measured at fair value as of June 30, 2014 and December
31,2013 . There were no transfers between hierarchy in 2014 and 2013.
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18. Financial Risk Management Objectives and Policies

uments comprise cash and cash equivalents, receivables, accounts
payable and other fiabilities and due to related parties. The maih purp‘o?f,e of these fmanm?'.th .
instruments is to finance the Company’s operations. The main risks an?lng from the use ? BOeD
financial instruments include equity price risk, credit risk and liquidity risk. The Co_mpany 5
reviews and approves the policies for managing these risks and these are summarized below.

The Company’s financial instr

Credit Risk o
Credit risk arises because the counterparty may fail to discharge its contractual obligations. The

Company transacts only with related parties and recognized and creditworthy third parties.
Receivable balances are monitored on an ongoing basis. Further, management intensifies its
collection efforts to collect from defaulting third parties.

The Company’s policy is to enter into transactions with a diversity of creditworthy parties to
mitigate any significant concentration of credit risk. There are no significant concentrations of
credit risk in the Company.

with respect to credit risk arising from other financial assets of the Company, which comprise
cash and cash equivalents and receivables, the Company’s exposure to credit risk arises from
default of the counterparty, with a maximum exposure equal to the carrying value of these
instruments.

The table below shows the maximum exposure to credit risk of the Company as of
June 30, 2014 and December 31, 2013 :

2014 2013

Loans and receivables:
Cash and cash equivalents* P896,568,297 R1,214,419,681
Advances and other receivables 234,173,928 223,220,496

R1,130,742,225 PR1,437,640,177
*Exciuding cash an hand amounting ta 50,000 in 2014 and in 2013.

Where financial instruments are recorded at fair value, the amounts shown above represent the
current c.redlt risk exposure but not the maximum risk exposure that could arise in the future.
The credit quality of financial assets is managed by the Company using internal credit ratings.

The tables below show the credit quality of financial assets based on the Company’s credit rating
system as of June 30, 2014:

2014
Standard Past Due but
Grade not Impaired Total
Loans and receivables:
Cash and cash equivalents* R896,568,297 Rr— R896,568,297
Advances and other receivables 234,173,928 - 234,173:928
R1,130,742,225 R- PR1,130,742,225
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Standard
Grade

Past Due but
not Impaired

Total

Loans and recetvables:

Cash and cash equivalents* R1,214,419,681 B~ #1,214,419,681
Advances and other receivables 223,220,496 - 223,220,496
R1,437,640,177 P~ R1,437,640,177

*Excluding cash an hand amaunting to P50,000 in 2014 in 2013.

The credit quality of the financial assets was determined as follows:

Cash ond cash equivalents

These are considered standard grade based on the nature of the counterparty (e.g., highly
reputable banks, among others). Cash in banks are limited to highly reputable banks duly
authorized by the BOD.

Advonces ond others receivables
Standard grade receivables pertain to receivables from related parties, officers and employees
and other counterparties, that have no history of significant default or delinquency in collections.

Uiguidity Risk

Liquidity risk is defined as the risk that the Company would not be able to settle or meet its
obligations on time or at a reasonable price. The Company’s objective is to maintain a balance
between continuity of funding and flexibility by regularly evaluating its projected and actual cash
flows and through the use of bank loans and extension of suppliers’ credit terms. The Company
maximizes the net cash inflows from operations to finance its working capital requirements.

The tables below summarize the maturity profile of the Company’s financial liabilities as of
June 30, 2014 ,and December 31, 2013, based on contractual undiscounted payments {principal

and interest).

2014
Due and > 3 months
Demandable > 1 month but <1year Total
Accounts payahle and other
current liabilities* #945,171 P60,530,450 - 61,475,621
2013
Due and > 3 months
Demandable > 1 month but < 1 year Total
Accounts payable and other
current liabilities* R945,171  R81,536,667 B~ PB82,481,838

*Amounts are exclusive of nonfinancial liabilities amounting to 1,471,028 and R850,918 as
of lune 30, 2014 and December 31, 2013, respectively.
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The following tables show the profile of financial assets used by the Company to manage its

liquidity risk:
2014
> 3 months
Due and but<1 Tota!l
Demandable > 1 month year
Loans and receivables:
Cash and cash equivalents*  R896,568,257 R- R- 896,568,297
Advances and other -
receivables 234,173,928 - 234,173,528
Total R1,130,742,225 P- R— P1,130,742,225
2013
Due and > 3 months
Demandable > 1 month but < 1 year Total
Loans and receivables:
Cash and cash equivalents®  R1,214,419,681 B P— PR1,214,419,681
Advances and other -
receivables 223,220,496 - 223,220,496
Total R1,437,640,177 R— £- P1,437,640,177

*Excluding cosh on hand amounting ta R50,000 in 2014 and in 2013,

19,

Capital Management

The primary objective of the Company’s capital management is to ensure that it maintains a
healthy capital ratio in order to support its business and maximize stockholders’ value.

The Company considers its total equity amounting to B2,298,427,890 and #2,306,900,751 as its
capital as of June 30, 2014 and December 31, 2013 respectively.

The Company maintains a capital base to cover risks inherent in the business. The Company
manages its capital structure and makes adjustments to it in light of changes in economic
conditions and the risk characteristics of its activities. In order to maintain or adjust the capital
structure, the Company may adjust the amount of dividend payments to shareholders, return
capital to shareholders or issue capital securities. No changes were made in the objectives,

policies and processes from the previous years.

20.

Other Matters

On March 18, 2010, the Philippine Gaming Corperation (“PAGCOR") granted the Company, a
permit to establish, maintain and operate a casino at Manila where the Sta. Cruz Property is
located. The permit shall be for a period ot ten years, to commence on the date of actual

operation of the casino.
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