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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
Sep 30, 2019

2. SEC Identification Number
22401

3. BIR Tax Identification No.
000-491-007

4. Exact name of issuer as specified in its charter
PRIME MEDIA HOLDINGS, INC.

5. Province, country or other jurisdiction of incorporation or organization
Manila, Philippines

6. Industry Classification Code(SEC Use Only)

7. Address of principal office

16TH FLOOR CITIBANK TOWER, 8741 PASEO DE ROXAS MAKATI CITY
Postal Code
1227

8. Issuer's telephone number, including area code
831-4479
9. Former name or former address, and former fiscal year, if changed since last report

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 700,298,616
Preferred 14,366,260

11. Are any or all of registrant's securities listed on a Stock Exchange?
Yes No
If yes, state the name of such stock exchange and the classes of securities listed therein:
Philippine Stock Exchange
12. Indicate by check mark whether the registrant:
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(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)

Yes No

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

Prime Media Holdings, Inc.
PRIM

PSE Disclosure Form 17-2 - Quarterly Report
References: SRC Rule 17 and
Sections 17.2 and 17.8 of the Revised Disclosure Rules

For the period ended Sep 30, 2019

Currency (indicate

units, if applicable) Philippine Peso

Balance Sheet

Period Ended Fiscal Year Ended (Audited)
Sep 30, 2019 Dec 31, 2018
Current Assets 42,079,336 44 822,195
Total Assets 43,579,953 46,580,388
Current Liabilities 186,847,533 187,303,080
Total Liabilities 186,847,533 187,303,080
E::ramii?mgil(neficit) -858,232,456 895,687,568
Stockholders' Equity -143,267,580 -140,722,692
Stockholders' Equity - Parent - -
Book Value per Share -0.23 -0.2

Income Statement
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2/3



11/8/2019 Quarterly Report
C&rﬁgatYhesa;r Pr&v'i\:::tzg?r Current Year-To-Date = Previous Year-To-Date

Gross Revenue -45,230 527,665 871,567 1,129,255
Gross Expense 693,154 49,833,254 3,416,455 53,262,991
Non-Operating Income 0 0 0 0
Non-Operating
Expense 0 0 0 0
Incomel(Loss) Before 735 384 -49,305,589 -2,544.888 -52,133,736
Income Tax Expense 0 0 0 0
Retincome/(Loss) After 735 384 -49,305,589 -2,544,888 -52,133,736
Net Income Attributable
to 0 0 0
Parent Equity Holder
Earnings/(Loss) Per
Share -0 -0.07 -0 -0.07
(Basic)
Earnings/(Loss) Per
Share -0 -0.07 -0 -0.07
(Diluted)

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

Other Relevant Information

none

Filed on behalf by:
Name
Designation

Current Year (Trailing 12 months)
0.04
0.04

Joanna Manzano
Junior Compliance Officer

https://edge.pse.com.ph/openDiscViewer.do?edge_no=caac1a2e196f3d13efdfc15ec263a54d

Previous Year (Trailing 12 months)
-0.09
-0.09
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q
QUARTERLY REPORT PURSUANT 10 SECTION 17 OF THE SECURTITIES
REGULATION CODE AND SRC RULE 17(2) (b) THEREUNDER

1. For the quarterly penod eoded 30 September 2019

[

. Commission identification number 22401
3. BIR Tax Ideniification No. 000-491-007

4. Exact mame ol issucr as specificd in its charter PRIME MEDTA HOLDINGS, INC,

L

Province, country or other jurisdiction of incorporation or organization METRO MANTL A

6. Industry Classification Code: _H_ (SEC Use Only)

7. Address of issuer's principal office Postal Code
16" FLOOR CITIBANK TOWER, 8741 PASEOQ DE ROXAS MAKATI CITY 1227

8. Tssuer's telephone number, ineluding area code 831-4479

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

1 0. Securities registered pursuant to Sections & and 12 of the Code, or Sections 4 and § of the RSA
Title of cach Class Number of shares of common

stock outstanding and amount
of debl oulstanding

Common Stock, P1 par value TON298.616
Preferred Stock, P1 par value 14,366,260

11. Areany or all of the securitics listed on a Stock Exchange?
Yes [x] No [ ]

Philippine Stock Exchange Common Shares

12. Indicate by check mark whether \he registrant:

(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thercunder or Sections 11 of the R5A and RSA Rule 11(a)-1 thereunder, and Scctions 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 (90) davs,
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PART 1 - FINANCIAL INFORMATION

Item 1. Financial Statemoents

The unaudited Financial Statements of Prime Media Ioldings. Tne. (“Company™) as of 30 September
2019 (with comparative audited Statements of Tinancial Position as at 31 December 2018), and for the
three months and nine months ended 30 September 2018 is in compliance with generally accepted
accounting principles and there were no changes made in accounting policies and methods of
computalion in (he preparation of the interim financial statements.

Summary of statements of financial position as of 30 September 2019 and 31 December 201 8:

30 September

31 December 2018

2019 (Audited)  Inercasc (decrcasc)
{Unaudited)

Amount Percentage

(#000) (B000)  (BT000)
Current assels P42,079 P44.822  (P2.743) (6.12%)
Moncurrent assets 1,501 1,758 (257)  (14.62%)
Tolal Asscls P43,580 P46,580 (P3.000) {6.444%)
Current Lisbilitics P186,848 PIRT.303 (P455) (0.245%3)
Noncurrent Liability - = = -
186,848 187.303 {455) (1.24%)
Capital Deficiency (143,268) (140,723 (2,545) 1.81%
Total Liabilities and Capital Deficiency P43,580 P46.580 (F3.000) (6.44%)

Summary of unaudited statements of comprehensive income for the three months and nine months

period ended September 30, 2019 and 2018;

For three months ended ..E.

For nine months ended

September 30 September
2019 2018 2019 2018
(P000) (B 000} (P 000) (P 000
Revenues (P45) P528 P872 P1,129
[xpenses (693) (49.833) (3,416) (53,263)
Loss before tax (738) (49,305) (2.544) (32,134)
Provision for income tax - - - -
Total comprehensive loss {B738) (49,305} (#2.544) (B52.134)

Summary of unaudited statements of cash [lows for the three months and nine months period ended

September 30, 2019 and 201 8:

For three months ended

30 September

For nine months ended

30 September

2019 2018 2019 2018

(P*000) (£ 000} (F*000) (F000)

Cash provided by (used in) operating activities (P525) (PAR.044)  (P3.302)  (P29.068)
Cash provided by investing activitics 69,876 69,870
Increase {decrease) in cash (325) 21,832 (3,302) 4,808
Cash al beginning of period 2,826 20,696 5,603 1720
Cash at end of period £2.301 P42.528 ?2,301 F42,528




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

The Company has not been actively operating other than the activities conmnecied with the transfer of the
Company’s remaining assels 1o the Philippine Depositary Insurance Corporation (PDIC) and the Bangko
Sentral ng Pilipinas (BSP). The Company also confinues lo pursue the cleanup of its books and the
settlement of its remaining obligations to pave the way for possible additional capital infusion from third
party invesiors.

FINANCIAL CONDITION AND RESULTS OF OPERATION

Nine months ended 30 September 2019 compared with nine months ended 30 September 2018

Results of operation for the nine months ended 30 September 2019 and 2018 were net loss of
#2.54 million and $#52.13 million, respectively. As compared with the same period last year, net loss for
the current period declined by P49.59 million. which represent an improvement of 95%.

Sigmificant changes in the income statemenl accounts for the nine months ended 30 September 2019
versus the same period last vear arc as follows:

Income

The Company’s income for the current period in the amount of PO.87 million has dropped by
P0.26 million compared with same period last year. The decrease in the Company’s rental income is
primarily due to termination ol ils lease contract with a third party on its property located in Mandaluyong
City, mid last year. Lower collection as with regards to the recovery of accounts previously written ofl,
also contributed to the decline in income.

Expcnses

Toral cxpenses during the period amounted to £3.42 million, which is lower by P49 83 million compared
with same period last year. This represents a decrease of 94% compared with same period last year. The
movemen! in expenses are attributable to the following:

a. During the last quarler of previous year, the Company sold its Legazpi property to Pacific Mall
Corporation. which sale resulted to & loss of $24.9 million. representing the difference between the
selling price and fair market value of the properly. No similar transaction has occurred duri ng the
CUITent vear.

b, Professional fees decrcased by P0.47 million compared with same period lust vear. Factors that
resulted Lo the decline in this accounl arc decreased in payments of various legal fees, In 2018, the
Company incurred legal fees amounting to P0.57 million, in relation to its Cahirup case, which
resulted to high legal fees last vear, as compared this vear.

c. Taxes and hicenses for the perind amounting (o £01.43 million is lower by $0.80 million compared with
same period last year. The Company paid real property laxes last year for ils property located in
Legazpi totalling P0.77 million, which caused last year's expense to be significantly hi gher compared
with the current perind.

d. Rent expense for the period amounting to P0.07 million is lower by P2.55 million compared with the
same period last year. Last year, the Company made a payment of its association ducs (including those
in arrears) to Landeo Business Park. concerning the Legazpi properly. which resulted to high rent
EXPENSE IN PTiUT vear.

e. The significant drop in other expenses from P21.11 million last year to #0.82 million this year, is
mainly due to payment of compromise settlement last year to Bangko Sentral ng Pilipinas mvolving a
litigation.



Three months ended 30 September 2019 compared with three months ended 30 September 2018

Results of operation for the three months ended 30 Seplember 2019 and 2018 were net lnss of
P0.74 million and P49.31 million, respectively. As compared with the same period last year, nel loss [or
the current peried declined by P48.57 million, which represent an improvement of 99%;.

Significant changes in the income statement accounts for the three months ended 30 September 2019
versus the same penod last year are as follows;

Income

The decrease in the Company’s renlal income is primarily due to termination of its lease contract with a
third partly on its property located in Mandaluyong City. mid last vear. Tower collection as with regards
to the recovery of accounts previously wntten ofT, also contnbuted to the decline in income.

Expenses

Total expenses during the period amounted to £0.69 million, which is lower by P49.14 million comparcd
wilh same period last vear. This represents a decrease of 99% compared with same period last year. The
movement in expenses are attributable to the following:

a. During the last quarter of previous vear, the Company sold its Legazpi property to Pacific Mall
Corporation, which sale resulted to a loss of £24.9 million. representing the difTerence between the
selling price and fair market value of the property. No similar transaction has ocecurred during the
current year.

b. Taxes and licenses dropped by P0.84 million compared with same period last year, The Compuny paid
rial property taxes last yvear for its property located in Legazpi totaling $£0.77 million. which caused
last year’s expense to be significantly higher compared with the current period.

c. Rent expense for the period amounting to $0.02 million is lower by P2.54 million compared with the
same period last year. Last year, the Company made a payment of its association dues (including those
in arrears) to Landco Business Park, concerning the Legazpi property, which resulted to high rent
expense in prior year.

d. The significant drop in other cxpenses from £20.99 million last year to P0.10 million this vear, is
mainly due o payment of compromise settlement last year to Bangko Sentral ng Pilipinas involving a
litigation.

STATEMENTS OF FINANCIAL POSITION

Total Assets of the Company as at 30 September 2019 is P43.58 million. The amount is lower by
P3.0 million compared to the halance as al 31 December 2018, which represents a decline of 6%. The
change in Total Assels 15 attnibuted to the following:

a.  Cash
Cash decreased by 330 million or 59%. The decrease is mainly atiributable to payments of the
Company’s operating cxpenses, and accruals. Advances lo a related party totalling P0.87 million
during the period, also contributed to the decline in cash balance.

b, LDue from related pariies

During the peniod. the Company advanced a total of 0.87 million to a related party. Further, the
Company received PO.60 million from advances made to MMDC,



c.  Other current assers
The movement in this account is mainly due to recogmition of Input VAT from purchases of
goods and/or services during the period totaling #0.32 million. This is slightly offset by decrease
in prepatd insuranee due lo amortization.

i Fguipment
Decrease in equipment of P0.26 million is atiribuled Lo the depreciation recognized for the period.
Mo addition andfor disposal was made during the period.

e.  Accrued expenses and other current liahilities
The account decreased by P46 million or 26% during the perind, due to payment of accrued
legal Tees. renlal, and other services.

S Capiial deficiency
The increase in capital deficiency of P2.54 million is mainly duc to net loss during the period.

STATEMENTS OF CASH FLOWS

Netl cash used In operating activities for the nine months ended 30 September 2019 and 2018 amounts to
P30 million and P29.07 million, respectively. Decrease in cash for the current period 15 the net result of
the following significant transactinns:

o Payment of aceruals and operating expenses during the period.
s Advances made to a related party totaling #0.87 million.



HORIZONTAL AND VERTICAL ANALYSIS

30 September

20019 31 December 2018 Inercase (Decrease)
(Unaudited) { Audited) Amount Percentage
ASSETS
Current Assets
Cash P2.301.484 P3.602,903 (P3.301,479) (58.92%)
Receivables 27,483,567 27,396,444 7,123 (.32%,
Due [rom related parties 8,167,154 7,940,000 227,154 2.56%
Other current assets 4,127.131 3,882,788 244 343 . 20%,
Tolal Current Assels 42,079,336 44822195 (P2.742.859) (6.12%)
MNopcurrent Assets
Equity securities designated as fair value through
other comprehensive income (FVOCT) 500,000 300.000 = 0.00%
Equipment 1,004,617 1,258,193 (257.576)  (20.47%)
Total Noneurrent Asscls 1,500,617 1,758,193 (257.576)  (14.65%)
N £43.579.953 P46,580.388  (P3.000,435) (6.44%)
LIABILITIES AND CAPITAL DEFICIENCY
Current Liabilities
Accrued expenses and other current liabilities 172,967,533 P173.423,080  (P455,547)y  (0.26%)
Dhie to a related party ) 13,880,000 13,880,000 ) {(1.00%
Total Current Liabilities 186,847,533 187,303,080 (455,547  (0.24%)
Capital Deficiency
Capital stock 714,664,876 714,664,876 (100"
Deficit (858,232.456) (835.687,368) (2,344 88R) (1.301%
Cumulative unrealized valuation gain on equity
securities designated as FVOCT 300,000 300,000 0.00%
Total Capital Deficiency (143,267,580) (140.722,692)  (2.544,584) 1.81%
£43.579,953 P46,580,388 (P3.000,435) (6.44%)




FINANCIAL INDICATORS

As of 30 September 2019 | As of 30 September 2018

Net loss P2,544.888 ~ P52,133,735
Quick assels 3,981,483 43,465,452
Current assels mii - 42,079,336 61,609,481
Total assets 43,579,953 63,198,251
Current liabilities 186,847,533 219,886,918
Total liahilities 186,847,533 229443718
Stockholders ‘equity (143.267,580) ] (166,245 468
Preferred stock 14,366,260 | 14,366,260
Number of common shares oulsianding 700,298,616 700,298,616
Nurnber of preferred shares outstanding 14,366,260 14,366,260
Current Ratiol/ B - 0.23 0.28
Debt to Equity Ratio2/! i (1.30) (1 qu
Asset to Tguity Ratio3/ (0.31)] (0.38)

Retumn on Assctsd! (0.06) (0.69

Fetum on Equilys! ) Doz | 37
Book Value per share - (0.23) per share | (0.26) per share
Eamings/Loss per share (basic) trailing 12

months 0.04 (0.09

14 Current assets divided by ciwrvent abilifies

24 Total Habilities divided by equiry

3/ Total assets divided by equity

45 Net income divided by averaee assets

3 Net income divided by average equity
Total common stockholder’s equiny divided
Trailing 12 months Net incomed(Toss) less
dividends paid on preferved stock / weighted
ave, no. of common shares outstanding

OTHER INFORMATION

a. There are no known trends, demands, commitments, eventls or uncertainties that have g material
impact on the Company”s liguidity.

b, There are no cvents that will trigger direet or contingent financial obligation (hat is material to the
Company.

¢. There are no material off-halance sheet transactions, arrangements, obligations, and other
relationships of the company with unconsolidaled entities. or other persons were created during
the interim period,

d. There are no material conunitments for capital expenditures during the interim period.

e. There are no known trends, events or uncertainties that have or are reasonably expected to have a
material impact on nel sales/ revenues! income from continuing operations,

f. There is no significant income or expense thal did not arise from the Company’s continuing
operalions.



g, There is no scasonal aspect that had a material effect on the Mnancial condition or results of
operation.

PART 11 - OTHER INFORMATION

The Company may. at its option, report under this item any information not previously reported in a
report on SEC Form 17-C. If disclosure of such information is made under this Part T1, it need not be

repeated in a report on Form 17-C which would otherwise b required to be filed with respect to such
information or in a subsequent report on Form 170,

PART 111 - FINANCIAL SOUNDNESS INDICATORS

Liguidity Ratio
a. Current Ratio
Tolal Current Assets’ Total Current Liabilities =0.23

b. Quick Ratio
Quick asset / Total Current Liabilities = 0.02

Solveney Ratio
a. Debt Ratio
Total liabilities / Total assets — 4.29

b.  Debt to Equity Ratio
Total liabilities / Shareholder’s Equity = {1.30)

Proftability Ratio
a. Return on Fquity Ratio

Net loss / Average sharcholder’s equity = 0.02

b, Return on Assels
Net lass / Average Tolal asscls = (0.06)

c. Asset to Equily Ratio;
Total Assets £ Ave. Blockholders” Equity = (0.31)

d. Asset Tumover
Revenue Tolal Assels = 0.02

e. Book value per share

Stockholder’s equity - preferred stock/No, of commeon shares outstanding = (0.23)



SIGNATURES

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

Issuer PRIME MEDIA HOLDINGS. INC.
Date: 04 MNovember, 2019

By:

Signature:

ROLANDO S. SANTOS
Tatle: Treasurer

Signature; g’ )
JACKY-LYN VALENZUELA
Title: Accountsn




PRIME MEDIA HOLDINGS, INC.
(A Subsidiary of RYM Business Management Corp.)

STATEMENTS OF FINANCIAL POSITION

September 30, 2019 December 31, 2018

MNote {(Unaudited) {Audited)
ASSETS
Current Asscts
(Cash 4 2,301,484 P5.602 963
Receivables 3 27 483,567 27.396,444
Due from related parties 13 8,167,154 7.940,000
(ther current assets 6 4,127,131 J.ER2, 78R
Total Current Assets 42,079 336 44 822,195
MNoncurrent Assels
Equily sccurities designated as fair value through
other comprehensive income (FVOCT) 8 500,000 S00,000
Equipment 9 1,000,617 1,258,193
Total Noncurrent Assels 1500617 1,738,193
43,579,953 P46, 580,385
LIABILITY AND CAPITAL DEFICIENCY
Current Liabilitics
Accrued expenses and other current liabilities 10 172,967,533 P173.423.080
Due to a related party 13 13,880,000 13.880.000
Total Cument Liahilities 186,847,533 187,303,080
Capital Deficiency
ﬁmv_m_: stock 11 714,664,876 714,664 876
Deficit (858,232.456) (B35.687.568)
Cumulative unrealized valuation gain on equity
securities designated as FVOCT G 300,000 300,000
Tolal Capital Deficiency (143.267.580) :L:..__qmmum@tmw
43,579,953 P46, 580,388

Sew aocompa

r Mover o Financial Statcmeniv



PRIME MEDIA HOLDINGS, INC.
(A Subsidiary of RYM Business Management Corp.)

UNAUDITED STATEMENTS OF COMPREHENSIVE INCOME

Three Months
Ended September 30,

Nine Months Ended
September 30,

MNote 2019 2018 2019 2018
INCOME
Rental 12 P2458.400 PI05,314 P745.200 PRTT A7
Eecovery of accounts writlen-off (295,000) 219,000 80,000 247202
Interest income 4 1.370 3,351 4,367 4,596
Other Income = - o 42,000 -
o (45,230 327663 871,567 1,129,255
EXPENSES
Loss on sale of investment properlics — 24 895,294 = 24 856,294
Prolessional fees IT4RTY 393,528 1,476,822 1.946,074
QOutside services 114,313 78,348 364,561 1,212,726
Taxes and licenses {5,390 835271 426,246 1,227,508
Depreciation 9 85,859 83,140 257,576 2449 420
Rent 12 19,884 2,561,249 71,878 2.620,594
Others 103,609 200,985,425 819372 21 114,283

693,154 40833254 3416455  53.262.001

NET LOSS (P738.384) (P49.305.589)

(P2,544,888) (£52,133.736)

Basic and Diluted Loss Per Share 15

(F0.001)

(PO.OTY

(F0.004)

(PO.O7)

See pecompaniing Noles tu Financial Staremenis,



PRIME MEDIA HOLDINGS, INC.
(A Subsidiary of RYM Business Management Corp.)

UNAUDITED STATEMENTS OF CHANGES IN EQUITY

Nine Months Ended September 30,

Note 2019 2018
CAPITAL STOCK 11
Common stock - P1 par value PT00,298.616 PTO0298.616
Preferred stack - B1 par value 14,366,260 14366260

714,664,876 714,664 576

ADIMTIONAL PAID-IN CAPITAL

Balance at beginning of period —  2.114,921,869

ElTeet of cguily restructuring — (2,114,921 869)
Balance at end of period = 7

DEFICIT

Balance at beginning of perioed (B55,687.,568) (2,943,708 478)
Effeet of equily restructuring - 2,114,921,869

Met loss (2.544.888) (52.133.736)
RBalance at end of perod (858.232.456) (RE1.010,3435)

CUMULATIVE UNREALIZED VALUATION
GAIN ON EQUITY SECURITTIES DESIGNATED
ASFVOC] 8 300,000 100,000

(P143,267,580)  (P166,245,469)

Sews aceompinving Notes o Financiol Staiements.
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PRIME MEDIA HOLDINGS, INC.
(A Subsidiary of RYM Business Management Corp.) )

UNAUDITED STATEMENTS OF CASH FLOWS

Three Months Ended September 30,

Note 2019 2018

CASH FLOWS FROM OPERATING
ACTIVITIES
Loss before income tax (P738,384) (P40.305,580)
Adjustments for:

Depreciation 9 85,859 83,140

Interest income i (1.37) (3.351)
Operating loss before working capital changes {653,895) (49225 700)
Decrease {increase) in:

Beceivables 94,100 {190,072

Due from related parties 16,110 (7.560.000)

Other cumment assets 29,610 (4.026,747)
Increase {decrease) in:

Acecrued expenses and other current liabilities {11,955) 6,835,518

Due to a related party - 6,120,000
Met cash generated from (uscd for) operations (526,030) (48047, 102)
Interest received 1,370 3.351
Net cash used in operating activities (524,660) (48.043.751)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of investment propertics - 69 876000
NET INCREASE (DECREASE TN CASH) (524,661) 21,832,244
CASH AT BEGINNING OF PERTOD 2,826,144 20.695.670
CASH AT END OF PERIOD P2301,484 P42.527.919

See qecompanying Notes fo Financiol Stalements,
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PRIME MEDIA HOLDINGS, INC.

(A Subsidiary of RYM Business Management Corp.)

UNAUDITED STATEMENTS OF CASH FLOWS

Nine Months Ended September 30,

o Note 2019 2018

CASH FLOWS FROM OQPERATING ACTIVITTIES
Loss betore income tax (F1,544,888) (P32,133.735)
Adjusiments for:

Depreciation 9 257,576 245,420

Tnlerest income 4 (4.367) (4.596)
(perating loss before working capital changes (2,291,67%) (51,888.911)
Deerease (increase) in

Receivables (87.123) (322,272)

Due from related parties (227,154) B13,062

Other current assets (244.343) (4.290.061)
Tnerease (decrease) in

Accrued expenses and other current liahilities {(455,547) 6.815273

Due to a related party — 20.000,000
Net cash generated from (used for) operations (3,305.846)  (29.072,909)
Interest received 4,367 4,596
Net cash used in operating aclivilies ) (3,301.479) (29.068,312)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of investment propertics - 69.876.000
INCREASE (DECREASE) IN CASH (3,301.479) 41,507,688
CASH AT BEGINNING OF FERIOD 5,602,963 1,720,231
CASH AT END OF PERIOD F2301,484 P42.527 0919

See qocompanying Notes bo Financial Staements



PRIME MEDIA HOLDINGS, INC.,
{A Subsidiary of RYM Business Management Corp.)

NOTES TO FINANCIAL STATEMENTS

1. Corporate Information

Prime Media Heldings, Inc. (the Company) was incorporated and registered with the Philippine
Securities and Exchange Commission (SEC) on February 6, 1963, On October 1, 2003, the SEC
approved the amendment of the Company’s articles of incorporation, changing its primary purpose
from a development bank (o a holding company and to hold investments in the media industry. On
March 4, 2013, the SEC approved the extension of the Company’s corporate life for another 50
VEars.

On July 9, 1964, the Philippine Stock Exchange. Ine. approved the public listing of the Company’s
shares of stock, As at December 31, 2018 and 2017, 663,713,458 Company shares arc publicly
listed,

The Company is a subsidiary of RYM Business Management Corp. (RYM or the Parent
Company), a holding company registered and domiciled in the Philippines.

On September 12, 2002, the Company agreed to transfer assets and liahilities arising from ils
development bank operations to Banco de Oro Unibank, Inc. (BDO) and Philippine Deposit
Insurance Corporation (PDIC) under a Memorandum of Agreement (MOA). As al December 31,
2018 and 2017, the Company has liabilitics arsing from the MOA which pertain mainly to the
estimated (ransfer taxes and registration fees related to the transfer of assets 10 BDO/PDIC and
other related liabilities (see Note 10},

The Company’s registered office and principal place of business is at 16th Floor, Citibank Tower,
8741 Paseo de Roxas, Makati City.

Status of Operations

The Company is still exploring for a new business, Ils current activities comprise mainly of
transferring assets related to its previous development bank operations to BDO and PDIC. Thus,
the Company has conlinued to incur losses resulting in a capital deficiency of #140.7 million and
P114.1 million as at December 31, 2018 and 2017, respectively. RYM, the major stockholder,
however, has coniinucd lo provide the necessary [inancial support to sustain the Company’s
operations, Certain stockholders converted their preferred stock of £34.2 million into ¢ommon
stock in 2016, converted their advances of P600.5 million to additional capital in 2014 and infused
capilal aggregating P179.0 million in 2014 and 201 3 to reduce the capital deficiency,

Om March 23, 2018, the STC approved the Company’s equily restructuring to reduce its deficit by
applying its additional paid-in capital {APIC) amounting to £2.114.9 million (see Note 11).

2. Summary of Significant Accounting Policies

Basis of Preparation

The financial statements have been prepared in compliance with the Philippine Financial
Reporting Slandards (PFRS) issued by the Philippine Financial Reporting Standards Couneil and
adopted by the STC, including SEC pronouncements. This financial reporting framework
includes PERS. Philippine Accounting Standards (PAS) and Philippine Interpretations from
International Financial Reporting Interpretations Committee.
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Measurement Bases
The financial statements are presented in Philippine Peso, which is also the Company’s functional
currency. All values represent absolute amounis excepl otherwise stated.

The financial statements have been prepared on a historical cost basis, except for its investment
properties and equity sceuritics desigmated as fair value through other comprehensive income
(FVOCI) which are carried at fair value. Historical cost 1s generally based on the fair value of the
consideration given in exchange for assets and fair value of the consideration received in exchange
[or incurning liability,

Fair value 1s the poce that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants al the transaction date, The Company uses
valuation fechmigues that are appropriate in the circumstances and for which sufficient data are
available 1o measure fair value, maximizing the use of relevant observable inputs and rninimizing
the use of unohservable inputs.

The Company uses marke! obscrvable data to a possible extent when measuring the fair value of
an assel or a hiability. Fair values are categorized into different levels in a fair value hierarchy
based on inpuis used 1n the valuation techniques as follows:

» Level 1 - Quoted (unadjusted) market prices in active market for identical assets or liahilities.

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

*  Lewvel 3 - Valuation techniques tor which the lowest level input that is sigmificant to the fair
value measurement is unobservable.

For assets and liabilities (hat arc recognized in the financial statements on a recurring basis, the
Company determines whether transfers have occurred between levels in the hierarchy by
re-assessing categorization (based on the lowest level input that is significant to the fair value
measuremenl g5 a whole) at the end of each reporiing period.

For the purpose of fair value disclosures, the Company has determined classes of assets and

Liabilities on the basis of the nature, characteristics and risks of the asset or liability and the level
of the fair value hicrarchy as explained above.

Further information aboul the assumptions made in measuring fair values is included in Notes 7.
B and 16,

Adoption of New and Amended PFRS

The accounting policies adopted are consistent with those of the previous [inancial vear, except for
the adoption of the following new and amended PFRS which the Company adopted elfcetive for
annual penods beginning on or after January 1, 2018:

*  PFRS 9, Financial Instruments — This standard replaced PAS 39, Financial Insiruments:
Recognition and Measurement (and all the previous versions of PFRS9). It comtains
requirgments for the classification and measurement of financial assets and financial

Liabilities, impairment, hedge accounting, recognition and derecoenition.

PFRS 9 requires all recognized financial assets to be subsequently measured ail amortized cost
or fair valuc (through profit or loss or through other comprehensive income), depending on the
classification by reference to the business model within which these arc held and its
comtractuyl cash flow characteristios,
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For linancial liabilities, where the fair value option is taken, the amount of change in fair value
of a financial liability designated as fair value through profil or loss (FVPL) that is attributable
to changes in the credit risk of that liability is recognized in other comprehensive income
(0T (rather than in profit or loss), unless this creates an accounting mismatch.

For the impairment of financial asscts, PFRS 9 introduces an expected credit loss model based
of the concepl of providing for expected losses at inception of & contract. Recognition of a
credil loss should no longer wait for there to be objective evidence of impairment.

For hedge accounting, PFRS 9 introduces a substantial overhaul allowing financial statements
1o better reflect how risk management activities are underlaken when hedging financial and
non-financial risk exposures.

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

As allowed under transitory provisions of PFRS 9, the Company applied the requirements of
PFRS 9 retrospectively but opted nol 1o restate the comparative information.

The Company has performed an asscssment and has determined the impact of PERS 9 on its
finanecial insiruments,

Classification and Measuremen:,  On the date of imitial application, January 1, 2018, the
Company made the following reclassifications:

{i) The Company's cash, reccivables and due from related partics that were classified as
loans and receivables under PAS 39 are now classificd as financial assets at amorized
cost. These financial assets arc held to collect contractual cash flows and give rise to cash
flows representing solely pavments of principal and interest,

(i) The Company’s investment in a club share of Valley Golf & Country Club classified as
available-for-sale financial assets under PAS 39 will be measured at TVOCT under PFRS
Y. But unlike in PAS 39, the accumulated gains or losses presented in QCT related to
these investments will not be subsequently reclassificd in profit or loss.

The Company has not designated any financial liabilitics as at FVPL. There are no changes in
classification and measurement [or the Group’s financial liahilitics.

The application of the classification and measurement reguircments under PFRS 9 did
not materially afleet the carmrying amounts of the Company’s financial instruments as at
January 1, 2018,

Impairment.  The new impaimment requirements resulted to additional provision [or
impairment with respect to loans receivable and receivables arising (tom the Company’s rent
income. For these receivables, the Company applies the simplified approach in measuring the
expecied credit losses.  This approach does not track changes in credit risk, but instead
recognize an allowance for impairment losses based on lifetime expected credil losses. This
resulled in an increase of the allowance for impairment losses with & corresponding increase in
deficit and increase in unrccognized deferred lax asscts by £2.2 million and 0.7 million.
respectively, as al January 1, 2018,

For other financial assets at amortized cost which mainly comprise of cash in banks and due

from related parties, the Company applies the gencral approach in measuring the expected
credit losses. The new impairment requirements did not result in sigmificant expected cradit
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loss. The Tollowing are considered in the assessment:

Cash in banks are deposited wilh reputable counter party banks that possess good credit
ratings.

For related party transactions, the Company considered the available liquid assets of the
related parties,

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

= Amendment to PFRS 15, Revenue from Comtract with Customers - Clarification to PERS 15 —
The amendments provide clarifications on the following topics: (a) identifying performance
obligations: (b) principal versus agent considerations; and (c) licensing. The amendments also
provide some transition relief for modified contracts and completed contracts.

¢  Amendments to PAS 40, Imvestment Property - Transfers of Imvestment Property — The
amendments clarify thal transfers to, or from, investment property (including assets under
construction and development) should be made when, and only when, there is evidence thai a
change in use of a property has occurred.

The adoption of the foregoing new and amended PFRS did not have any material effect on the
tinancial statcments of the Company cxeept for PFRS 9. Additional disclosures will be included
in the financial staterents, as applicable.

New and Amended PFRS in Issue But Not Yet Effective
Relevant new and amended PFRS which arc not vet eftective for the year ended December 31,
2018 and have not been applied in prepaning the financial statements are summarized below,

Effective for annual periods beginning on or afier January 1, 2019 -

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

Under prevailing circumstances, the adoplion of the foregoing new and amended PFRS is not
expected (o have any material clTeet on the financial statements of the Company. Additional

disclosures will be included in the financial statements, as applicable.

Financial Assets and Liabilitics

Date of Recognition. The Company recognizes a financial asset or a financial Lability in the
statements ol financial position when it becomes a party to the contractual provisions of 4
financial instrument. In the case of regular way purchase or sale of financial assels, recognition and
detecognition, as applicable, is done using settlement date accounting

Initial Recognition. Financial instruments are recognized initially at fair value, which is the fair
value of the consideration given (in case of an asscl) or received (in case of a liability). The initial
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measurement of financial instruments, except for those designated at FVPL, includes transaction
cost.

“Day 17 Difference. Where the transaclion price in a non-active market is different [rom the fair
value of other observable current market transactions in the same instrument or based on a
vitlluation technique whose variables include only data from observable market, the Company
recognizes the difference between the transaction price and fair value (a “Day 17 difterence) in
profit or loss. In cases where there is no obscrvable data on inception, the Company deems the
transaction price as the best cstimate of fair value and recognizes “Day 17 difference in profit or
loss when the inputs become observable or when the instrument is derecogmized. For each
transaction, the Company delermines the appropriate method of recognizing the “Day 17
dhifference.

Classification.  The Company classifies its financial assets al initial recognition under the
lollowing catcgories: (a) financial assets at FVPL, (b) financial assets at amortized cosl, and
(c) financial assets at FVOCI Financial liabilities, on the other hand, are classified as either
financial Liabilities al FVPL or other financial liabilitics al smortized cost. The classification of a
financial instrument largely depends on the Company’s business model,

The Company does not have [nancial assets and labilities a1 FVPL and debt instruments
measured at FYOCT,

Financial Assets atf Amortized Cost, A [inancial asset shall be measured al amortized cost if both
of the following conditions arc met:

» the financial asset is held within a business model whose objective is to hold financial asscts
in order 1o colleet contractual cash flows; and

» the contraclual terms of the financial asset give rise on specified dates 1o cash flows that are
solely payments of principal and interest on the principal amount outstanding.

Alter imtial recognition, financial assels al amortized eost are subsequently measured at amortized
cost using the effective interest method. less allowance for impairment, if any. Amortized cost is
caleulated by laking into account any discount or premium on acquisition and fees that are an
integral part of the effeciive interest rate. Gaing and losses are recognized in profit or loss when
the financial assets are derecognized and through amorlizalion process. Financial asscts at
amortized cost are included under current assets if realizability or collectability is within 12
months aller the reporting period. Otherwise, these are classified as noncurrent assets.

Classified under this category are the Company’s cash. receivables (excluding advances to
officers, employees and service providers) and duc from related parties.

Equity Securitics Designated as FVOCT (Starting January 1, 2018). Equity securities which arc
not held for trading may be irrevocably designated at initial recognition under the FVOCI
category.

Financial asscts at FVOCI are initially measured at fair value plus transaction costs, Afller initial
recognition, financial asscls at FVOCT are measured at fair value with unrcalized gains or losses
recognized m OCL and are included under “Other comprehensive income™ account in the equity
section of the statements of financial position, These fair value changes are recognized in equity
and are not reclassified to profit or loss in subsequent periods. On disposal of these equity
sccurities, any cumulative unrealized valuation gains will be reclassified to relained earings.

Classified under this calcgory is the Company’s investment in a elub share of Valley Golf &
Country Club,
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AFS Finencial Assets (Prior to January 1, 2008, AFS Onancial assets are megsured al fair value.
The changes in fair values are recognized in OCI and accumulated in equity until the investment is
sold, collected, or otherwise disposed of or umil the investment is delermined to be impaired, at
which time the cumulative gain or loss previously reported in equity are included in profit or loss.

Financial Liabilities at Amortized Cost. Financial liabilities arc categornized as financial liahilitics
at amorlized cost when the substance of the contractual arrangement results in the Company
having an obligation either to deliver cash or another financial assel to the holder, or to settle the
obligation other than by the exchange of a fixed amount of cash or another financial assel for a
[ixed number of its own equity instruments.

These financial liabilities are initially recognized at fair value less any directly attributahle
transaction costs. Afler initial recognition, these financial liabilities are subsequently measurcd at
amorlized cost using the effective intercsl method. Amortized cost is calculated by taking into
account any discount or premium on the issue and fees that are an integral part of the effective
interest rate.

Classificd under this category are the Company s accrued expenses and other current liabilities
(excluding statutory payables) and due to a related party,

Impairment of Financial Asscts at Amortized Cost

The Company records an allowance for expected credit loss based on the difference between the
contractual cash flows duc in accordance with the contract and all the cash Dows that the
Company expecls to receive. The difference is then discounted at an approximation to the asset’s
original effective interest rate.

Derceognition of Financial Asscts and Liabilities

Financial Assets, A financial asset (or where applicable, a part of a financial asset or part of a
group of similar financial assets) is derecogmzed by the Company when:

+ the right 1o receive cash flows from the asset has expired;

» the Company relains the right to reccive 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

s the Company has transferred its right lo receive cash flows [fom the asset and either (a) has
transferred substantially all the risks and rewards of the assets, or (b) has neither transferred

nor relained substantially all the rsk and rewards of the assets. but has transfomred control over
the asset.

When the Company has transferred its right to receive cash flows from an asset or has entered into
a pass-through arrangement, and has neither teansferred nor retained substantially all the risks and
rewards of the assel nor transferred control of the asset, the asscl is recognized to the extent of the
Company’s continuing involvement in the asset. Continuing involvement that takes the form of &
guarantee aver the transfurred asset, it any, 1s measured at the lower of original carrying amount of
the assel and the maximum amount of consideration that the Company could be required to pay.

Financial Liabifities. A financial liability is derecogmized when the obligation under the Tiability
15 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 liahility
are substantially modified, such an exchange or modification is treated as a derccognition of the
onginal liability and the recognition of the new Hability, and the difference in the respective
carrying amount is recognized in profit or loss.
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Offsctting Financial Assets and Liabilities

Financial assets and liabilities arc offset and the net amount is reported in the stalements of
financial position if. and only il, there is a currently enforceable legal right to offset the
recognized amounis and there is an intention to settle on & net basis. or to realize the assets and
settle the Labilities simultaneously. This is not generally the casc with master netting
agreements, and the rclated assets and liahilities arc presented gross in the slalements of
financial position.

Other Current Assets
This accoun! mainly consists of creditable withholding taxes (CWT), prepayvments and the excess
of input value-added tax (VAT) over oulput VAL,

CHT. CWT represents the amount withheld by the Company’s customers in relation to its income.
CWT can be utilized as payment for income taxes provided that these are properly supported by
certificates of creditable lax withheld at source subject Lo the rules on Philippine income taxation.
CWT is slaled at estimated net realizable value and is included as part of “Other current assets”
account in the statements of financial position.

Prepayments, Prepayments are expenses not el incurred but paid in advance. Prepayments are
apportioned over the period covered by the payment and charged to the appropriate account in
profit or loss when incurred. Prepayments thal arc expected to be realized for no more than
12 months after the reporting period are classified as current assel. Otherwise, these are classified
as noncurrenl assel,

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

= where the tax incurred on a purchase of asscls or services is not recoverable from the taxation
authority, in which case the lax is recognized as parl of the cost of acquisition of the asset or
as part of the ¢xpensc item as applicable: and

= recelvables and payables that are stated with the amount of tax included,

The net amount of VAT recoverable from the axation authority is included as part of “Other
current assels” account in the statements of financial position.

Investment Properties

Investment propertics, accounted for under the fair value model, are property held aither to eam
rentals or [or capital appreciation, or both, but not for sale in the ordinary course of business. use
in the production or supply of goods or services or for administrative purposes.

Investment properties are measured initially at cost, including transaction costs, The carrying
amourit includes the cost of replacing part of existing investment propertics at the time that cost is
ineurred and if the recognition criteria are mel, and excludes the costs of day-to-day servicing of
investment properties. Subsequeni to initial recognition, investment properiics are stated at fair
value, which reflects markel conditions at the reporting date as determined by independent
appraisers. Guins and losses arising [rom changes in the fair values of investment properties are
included in profit or loss in the vear in which they arise.

Transters are made to or from invesiment property only when there is a change in use. For a
transfer from investment property to owner occupied property, the deemed cost for subsequent
accounting is the [air value at the datc of change in use. I[ owner occupied property becomes an
investment property, the Company accounts for such property in accordance with the policy on
property and equipment up to the date of change in use.

Investment properties are derccogmized when either they have been disposed of or when the
investment properties arc permanently withdrawn from use and no further economic benefit is
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expected from its disposal. Any gain or loss on the retirement or disposal of an investment
property is recognized in profit or loss in the year of retirement or disposal.

Eguipment
Equipment are stated al cost less accumulated depreciation and impairment in value, if any.

The initial cost of equipmen! comprises its purchase price and any directly attribulable costs of
bringing the assct to its working condition and location for its intended use,

[xpenditures incurred after the equipment have been put into operation, such as repairs,
mainlenance and overhaul costs, arc nonmally charged to operations in the vear the cosls arc
incurred. In situations where it can be clearly demonstrated that the expenditures have resulted in
an inerease in the future economic benefits expected to be oblained from the use of an item of
computer equipmenl beyond its originally assessed standard of performance, the expenditures are
capitalized as additional costs of equipment. The cost of replacing a component of an item of
equipment is recogmized if it is probable that the future economic benefits embodied within the
component will flow to the Company, and its cost can be measurcd reliably. The carrying amount
of the replaced component is derecognized.

When parts of an ilem of equipment have different useful lives, they arc accounted for as separate
items {major components) of equipment.

Depreciation is caleulated on a straighi-line basis over the estimated useful lives of 5 years for
computer and transportalion equipment.

The estimated usetul lives and method for depreciation are reviewed periodically to ensure that the
periods and method of depreciation arc consistent with the cxpected pattern of economic benefits
[rom eguipment.

When assets are retired or otherwise disposed of, the cost and the related accunmulated depreciaiion
and any impairment in value are removed [fom the accounts. Any resulting gain or loss is credited
to or charged against current operations.

Impairment of Nonfinancial Asscts
The Company assesscs al each repotting date whether there is an indication thal nonfinancial
assels may be impaired when events or changes in eircumstances indicate that the carrying amount
of an asset may nol be recoverable. If any such indication exists and if the carying amount
exceeds the estimated recoverable amount, nonfinancial assets are written down to its recoverable
amount, which is the greater of fair valuc less cost to sell and value in use. The [air value less cost
to scll 1s the amount obtainable from the sale of an asset in an arm’s length transaclion. In
assessing value in use, the estimated future cash flows are discounted lo present value using a
pretax discount rate that reflects current markel assessments of the time value of money and the
risks specific (o the asset. Impairment losses are recogmized in profit or loss,

An assessmenl is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer cxist or may have decreased. I such indication
exists, the recoverable amount is estimated. A previously recognized impairment loss is reversed
omly if there has been a chunge in the estimates used to determine the asset’s recoverable amount
since the last impairment loss was recognized. Tn such instance, the carrying amount of the asset
is mereased to its recoverable amount. However, that increased amount cannol exceed the
carrying amount that would have been determined had no impairment loss been recognized for the
asscl in prior years. Such reversal is recogmized in profit or loss,

Equitv

Capital Stock, Capital stock is measured at par value for all shares issued.

23| Page



APIC. Proceeds and/or fair value of considerations received in excess of par value, if any, arc
recogmized as APIC. Incremental costs directly attributable 1o the issuance of new shares are
treated as deduction from APIC,

Dy¢ficit. Deficit represents the cumulalive balance of the Company’s results of operations.

Revenue Recognition
Bevenue is recognized 1o the extent that it is probable that economic benefits will flow to the
Company and the amount of revenue can be measured reliably.

Revenue from contract with cuslomers is recognized when (he performance obligation in the
contract has been satisfied at a point in time or over Hme.

The Company also assesses its revenue arrangements o delermine if it is acting as a principal or
as an agent. The Company has assessed that 1t acls as a principal in all of ils revenue source.

The following specific recognition criteria must also be met before revenuc is recognized.
Rental. Rental income is recognized using the straight-line method over the term of the lease.

Recovery of Avcounts Written-off. Income [rom other sources is recomized when the amount is
actually received.

Interest Income, Tnterest income is recognized in profit or loss as it acerues, taking into accoun!
the effective yield on the asset.

Chher Income, Other income is recognized when eamed.

Expenses constitute cost of administering the business. These costs are expensed upon receipt of
goods, utilization of services. or when the expense is incurred.

Operatine Lease

Compeany as a Lessee. Leases where the lessor retains substantially all the risks and rewards of
ownership are classificd as operating leascs. Operating lease payments are recognized in profit or
Toss om & straight-line basis over the lease term.

Company as a Lessor. Leases in which the Company does not transfer substantially all the risks
and benefits of ownership of the asset arc classified as operating leases. Tnitial direet costs
incurred in negotiating an operating lease are added 1o the carrving amount of the leased assel and
recognized over the lease lerm on the same bases as rent income. Contingent rents are recognized
as revenue n the period in which they are earned.

Income Taxes

Ciorvent Tax. Current tax assets and liabilities are measured at the amouni expected to be
recovercd [Tom or paid to the taxation authorities, The tax rate used to compute the amount is the
one that has been enacted or substantively enacted at the reporting date.

Deferved Tax, Delerred tax is provided on temporary difTerences at the reponting date between the
tax hases of assets and liabilitics and their carrying amounts for financial reporting PUITHOSCS,

Deferred tax liabilities are recognized for all taxable temporary differences. Deferred tux assets
are recognized for all deductible temporary differences, carryforward benefits of any unused tax
credits from the excess of minimum corporate income tax (MCLL} over the regular corporate
income tax and any unused net operating loss carryover (NOLCO), to the extent that it is probable
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that taxable profit will be available against which the deductible temporary differcnces and
carryforward benefits of unuscd MCIT and unused NOLCO can be utilized.  Deferred tax,
however, 1s not recognized when it arises from the initial recognition of an assel 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,

Deferred tax is recognized in profil or loss except to the extent that it relates 1o a business
combination, or items dircetly recognized in equity as OCL

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent thal il is no longer probable thal sufficient taxable profit will be available to allow all or
parl of the deferred tax asscl lo be utilized. Unrecogmized deferred tax asscls are reassessed at
each reporting date and are recognized Lo the extent that it has beecome probable that fulure taxable
profit will allow the deferred tax asset to be recovered,

Delerred tax assets and liabilities are measured at (he tax rate that are expected to apply to the
period when the asset is realized ot the liability is settled, based on tax rate that has been cnacted
or substantively enacted at the reporting date.

Deferred tax assets and liabilities are offset, if a legally enforceable right exists to offset curren
tax assets againsl current tax liabilities and the deferred taxes relate 1o the same taxable entity and
the same taxation authorty,

Basic and Diluted Income (Loss) per Share
The Company computes iis basic income (loss) per share by dividing net income (loss) for the
period attributable o ordinary equity holders of the Company by the weighted average number of
commoen shares outstanding during the period.

Diluted income per share amounts are compuled in the same manner, adjusted for the dilutive
effect of any polential common shares. There is no such information in 2019 and 2018 because
the Company is in a net loss position.

Sesment Reportin
AN operating segment is a component of the Company that engages in business activilies from
which it may earn revenues and incur expenses, including revenues and expenses that relate to fhe
transactions with any of the Company’s other components. The Company has only one segmment
which is a holding company.

Related Parties

Partics are considered 1o be related if one party has the ability, directly or indirectly, to control the
other party or ¢xercise significant influence over the other party in making financial and operating
decisions.  Parties arc also considered 1o be related if they are subject to common contral or
commaon significant influence.

A related party transaction is a transfer of resources, services or obligations between a reporiing
entity and a related party, regardless of whether a price is charged.

Provisions
Provisions are recognized when the Company has a present obligation (] egal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits will

be required to seftle the obligation, and a reliable estimate can be made of the amount of the
obligation,

Provisions are made using the best estimates of the amount required to settle the obligation and are
discounted 1o present values using a pre-tax ratc that reflects current market assessments of the
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time value of money and the risks specific to the obligation. Changes in estimates are reflected in
profit or loss in the period they anse,

Contingencies

Contingent liabilities are not recogmized in the financial statements. They are disclosed in the
notes to financial slalements unless the possibility of an outflow of resources embodying
economic benefits is remote. Contingent assets are not recogmized in the financial statements but
are disclosed when an inflow of economic benefits is probable.

Events after the Reporting Date

Post year-end events that provide additional information about the Company’s financial position at
the end of reporting period (adjusting events) are rellected in the financial statements. Post year-
end events that are non-adjusting are disclosed in the notes to financial statements when material,

3. Significant Judgments, Accounting Estimates and Assumptions

‘The preparation of financial statements in accordance with PFRS requires management to exercise
judgment, make estimates and assumptions that affect the amounts reported i the financial
statements. The judgment and estimates used in the financial statements are based upon
management’s evaluation of relevant facts and circumstances as at the reporting date. While the
Company believes that the assumptions are reasonable and appropriate. significant differences in
the actual experience or significant changes in the assumplions may materially alfcet the estimated
amounts. Actual resulls could ditfer from such estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting ¢stimates are recognized in the period in which the estimate is revised if the revision
afleels only that period or in the period of the revision and future periods if the revision affcets
both current and future periods,

Judoments

In the process of applying the Company’s accounting policies, management has made the
following judgment, apart from those involving estimates, which have the most signiGcant effect
on the amounts recognized in the financial statements.

Assesving the Company's Ability to Continwe as a Going Concern. The Company has incurred
continuous losses resulting in a capilal deficiency of 2140.7 million and 2114,1 million as at
December 31, 2018 and 2017, respectively. Management believes this trend to continue for the
twelve months afier reporting date. As discussed in Note 1. the stockholders provide continuing
necessary [inancial support (o the Company while new business opportunities are not yet
available. Based on this, the financial statements are prepared on a going concern basis of
accournting.

Classifving Financial Instruments. "The Company exercises judgments in classifving a financial
nstrument on initial recognition either as a financial asset, a financial liability or an equily
instrument in accordance with the substance of the contractual arrangement and the definitions of
a financial asscl, a financial Hability or an equily instrument. The substance of a financial
instrument, rather than its legal form, governs its classification in the stalements of financial
position.

The Compuny classified ifs investment in a club share of Valley Goll & Country Club as financial
asscls at FVOCT (see Note 8).

Accounting for Lease Commitments! Company as a Lessor. Management exercises judgment in

an_r:EhEm whether substantially all the sigmificant risks and benefits of ownership of the assets
held for leasc are retained by the Company. Lease contracts where the Company retains
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substantially all the risks and benefits incidental to ownership of the leased item are accounted for
as operating leases, Otherwise, these are considered as finanee leases.

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

Rent income amounted to PO.7 million and B0.9 million in 2019 and 2018, respectively (sce Note
12).

Accounting for Lease Commitments: Company as a Lessee. The Company. as a lessee, has
various operating lease agreements. The Company has determined that the risks and benefits of
ownership related to the leased properties are retained by the lessor,  Accordingly, the leasc is
accounted [or s an operating lease,

Eent expense amounted to 20.07 million and £2.62 million in 2019 and 2018, respectively (see
MNote 12).

Classifying Invesiment Properties and Owner-Occupied Properties. 'The Company delermines
whether a property qualifies as investment properly. In making its judgmment, the Company
considers whether the properly generates cash flows largely independent of the other asscls held
by an entity. Owner-occupied propertics generate cash flows that are attribulable not only to the
property but also to the other assets used in the production or supply process.

The carrying amount of investment propertics amounted to nil and B69.9 million as at
December 31, 2018 and 2017, respectively (see Note 7).

Evaluating Contingencies. The Company is a party to certain lawsuits or claims arising from the
ordinary course of business. However, the Company’s management and legal counsel believe that
eventual liahilitics under these lawsuits or claims, il any. will not have a material effect of the
Company’s [inancial statemenis,

Estimates and Assumptions

The key estimates concerning the future and other key sources of estimation uneertainty at the
reporting date, thal has a significant risk of causing a material adjustment to the carrving amounts
of assets and liabilities within the next financial vear, are described below.

Fstimating Liabilities Related to Previous Development Bank Operations.  The estimated
liabilities related to previous development bank operations of the Company 15 based on the
management s best estimate of the amount expected to be incurred to settle the obligation.

The liabilities arising from the MOA amounted to B1351.1 million as at Seplember 30, 2009 and
Dccember 31, 2018 (see Note 107,

Assessing Fxpected Credit Losses on Financial Assets at Amortized Cost. The Company applics
the simplified approach on its rent receivables and the general approach on all its other financial
assets at amortized cost in measuring the expected credit loss. The Company estimates the
expected credit losses on its rent receivables using a provision matrix that is based on its
historical credit loss experience, adjusted for forward-looking factors specific to the debtors and
the economic environmenl.

The Company assessed that cash are deposited with reputable counterparty banks that possess
good credit ratings. For rclated party iransactions, and other teceivables. the Company
considered the available liquid asscts of the related parties and letter of guaranlee from the
stockholders,

The Company assesscs that a financial asset is considered credit impaired when one or more
cvents that have a detrimental cffect on the cstimated future cash flows of the asset have nceurred
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such as significant financial difficulty on the part of the franchisee or debtor’s cessation of
operations.

No impairment losses were recognized in 2019 and 2018.

The aggregate carrying amount of receivables (excluding advances to officers, employvees and
scrvice providers) and due from related parties amounted to £35.6 million and £35.3 million as at
September 30, 2019 and December 31, 2018, respectively (see Notes 5 and 13).

Determining Fair Value of Investment Properties. The Company engaged an independent
appraiser to determuine the fair value of its investment propertics. The fair value was delermined
using the market data approach. Market data approach involves the comparison of the land to
those that are more or less located within the vicinity of the appraised property and are subject of
recent sales and offerings.  Adjustments were made to arrive at the market value by considering
the location, size. shape, utility, desirability and time element.

Further inlormation about the assumptions made in measuring fair value of investment properties
are discussed in Noje 7,

Gain on fair value changes which were recogmized in the statements of comprehensive income
amounied to nil in 2019 and 2018, The camrying value of investment properties amounted to nil as
at September 30, 2019 and December 31, 2018 (see Note 7).

Assessing Impairment of Nonfinancial Assets. The Company assesses impainnent on nonfinancial
asscls whenever events or changes in circumstances indicate that the carrying amount of an asset
may not be recoverable. The factors that the Company considers important which could trigger an

impairmeni review include the following:

* signilicant underperformance relative to expected historical or projected future nperaling
restlts;

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

¢ significant negative industry or economic trends.

No impairment losses were recognized in 2018, 2017 and 2016 cxcept for impairment losses
recogmized on advances Lo officers. employees and service providers amounting to £2.1 million in
2017 (see Note 5).

The carrying amount of the Company’s nonfinancisl assets are as [ollows:

September 30, 2019 December 31, 2018

Mote {Unaudited) [ Aundited)

Other current assets f £4,127.131 #3EK2,TER

Equipment 9 1,000,617 1,258,193
Advances to officers, emplovees and

service providers 5 41,500 32 200

Assessing Realizability of Deferved Tax Assers. The Company reviews its deferred tax assets at
each reporting date and reduces the carrying amount to the extent that it is o longer probable that
sutticient taxable profit will be available to allow all or part of the deferred fax assets to he
ufilized.

The Company’s unrecognized deferred lax assets amounted to £36.5 million and 244.6 million as

at December 31, 2018 and 2017, respectively, Management believes that there will be no
sufficient future taxable profits against which these deferred tax assets can be utilized.
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4. Cash

This account consists of:

September 30, 2019  Deeember 31, 2018

{(Unaudited) {Audited)

Cash on hand P5.277 P5.277
Cash in banks 2,296,207 5,597,686
2,301,484 75,602,963

Cash in banks earn intcrest at prevailing bank deposit rates, Interest income from cash in banks

amounted to P4,367 and P4,596 in 2019 and 2018, respectively.

5

Receivables

This accounl consists of:

September 30, 2019 December 31, 2018
Note (Unaudited) {Audited)
Loans receivables:
Third partics Pol.277.740 P62.277.740
Related party 13 26,000,000 26,000,000
Advances to officers, employees and
service providers 2,167,835 2,158,535
Rent receivables: 12
Related party 13 1,076,400 209518
Third pariics 261,932 309,032
Tnierest receivahle 13 341.667 431,500
Others — 51,226
02,125,574 02.038.451
Less allowance for impairment losscs 64,642,007 64,642 007
P17.483.567 P27.396,444

Loans receivable from third parties are related o the Company’s previous bank operations and

reeeivable from a related party arising from loan agreements entered during the vear.

Advances to officers, employees and service providers represent unliquidated, noninterest-bearing
advances [for processing of the transfer of title of properties to PDIC and BDO. These are

liquidated upon the accomplishment of the purposes for which the advances werc granted.

Movements in allowance for impainment losses are as tollows:

September 30, 2019 (Unandited)

Advances to

officers,

Loans emplovees and
receivables service providers

Rent
receéivables

Total

Balance at beginning of period 262,277,740 P2,126335  P237.032 264,642,007
Lffeet of initial application of PEFRS 9 - - — -
Balance at end of period 262,277,740 P2,126,335  P237.032 B64.642,007




December 31, 2018 { Audited)
Advances o

officers,
Loany  emplovees and Rent
recetvables service providers  receivables Toral
Balance at beginning of vear Po0.277.740 P2.126,335 L £62 404075
FEftect of ininal application of PFRS 9 2,000,000 - 237,932 2.237.932
Balance at end ol vear PG2,2T7.740 P I26,335 ®I37.912 £64.642.007

The Company recovered various accounts written-off in prior years amounting to BOOZ million
and P0.25 million in 2019 and 2018, respectively,

6. Other Current Assels

This account consists of”

September 30, 2019 December 31, 2018

(Unandited) {Audited)

CWT $3.304.567 R3208.209
Propayments 428,965 515,924
Net input VAT 393,599 68,655
P4,127,131 P} BR2,TRR

Prepayments mainly pertain to prepaid insurance and taxes.

7. Investment Propcrtics

Movements in this account are as follows:

September 30, 2019 December 31, 2018

{(Unaudited) {Audited)
Balance at beginning of vear f P69 876,000
Dizposal = (6% R76.000)
Balance at end of vear P P

This account represents parcels of commercial land located in Tegaspi City, Albay, which are held
for capital appreciation.

In 2018, the Company sold its investmen! properties for 4 total consideration of B45.0 million,
resulting to a loss on sale of B24.9 million. In concluding the sale transaction, the managermenl

took into account the cost of maintaining the property as well as other expenses and liabilities
which the Company needs to defray.

The fair values of the investment properties as al December 31, 2017 are hased on valuations
performed by aceredited independent appraiser. The appraised value of the investment properiics
were arrived al using the market data approach. Market Data Approach involves the comparison
ot the land to those that are more or less located within the vicinity of the appraised property and
are subject of recent sales and offerings. Adjustments were made to arrve at the markel value by
considering the location, size, shape, wiility, desirability and time clement. In this approach, the
vilue of the land was based on sales and listings of comparable property registered wilhin the
vicinity,  This requircs the adjustments of comparable property by reducing reasonable
comparative sales and listings 10 a common denominator, This was done by adjusting the
differcnces between the subject property and those actual sales and listings regarded as
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comparable. The properties used as bases of comparison are situated within the vicinily of the
subject property. The comparison was premised on the factors of location, size, and shape of the
lpt, time element and others,

The sigmificant unobscrvable inputs to fair valuation are as follows:

Price per squarc meter F20,000-P22 857
Value adjustments -5% 1o 75%

Price per Square Meter: estimated value prevailing in the real estate market depending on the
location, area, shape and time element.

Value Adjustments: adjustments are made to bring the comparative values in approximation to the
investment property taking into account the location, size, architectural features and ete.

Sensitivity Analysis, The factors considered in determining the fuir value of the property are the
(a) location of the property with reference to quality neighborhood, (h)  size, (c)  physical
characteristics such as shape, topography and road frontage; and (d) time element. Significant
increase (decrease) in price per square meter would result in a significantly higher (lower) fair
value measurement. Sigmificant increase (decrease) in value adjustments would result in a lower
{higher) fair valuc measurement.

8. Equity Securitics Designated as FVOCT
The Company’s cquity securitics designated as FVOCI consist of a club share in V alley Golt &

Country Club. The fair value of the club share is determined by reference to published price
quotations in an aclive market.

Muovements in this account are as follows:

September 30, 2019 December 31, 2018

(Unaudited) {Audited)

Cost £200,000 P200.000)
Unrealized gain on fair value changes

Balance at beginning of perind 300,000 100,000

Fair value change - 200,000

Balance at end of period 300,000 200,000

B500,000 B500,000

2. Equipment

Movements in this gaccount are as follows:

September 30, 2019 (Unaudited)
Computer Transportation

Equipment Equipment Total
Cost
Balance at beginning of period PR5,800 F1,631,375 PL,717,175
Additions = s
Balance at end of period #5800 1,631,375 1,717,175
Accumulated Depreciation
Balance al beginning of period 62,920 394,062 458,982
Digpreciation 12 870 244,706 257,576
Balance at end of period 75.7910) 640,768 716,558
Carrying Amount F10.010 990,607  P1O00,617
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December 31, 2018 {Audited)
Computer  Transportation

Equipment Equipment Total
Cost
Balance al beginning of vear BE3,800 P1.577.000 B1,662.800
Additions ) - 54,375 54 375
Balance at end of vear H5.800 1,631,375 1. 717175
Accumulated Depreciation
Balance at beginning of vear 45,760 TE.850 124 610
Deprecialion 17,160 317,212 334,372
Halance st end of year 62,920 306,062 A58 082
Carrying Amount B22 880 £1.235313 P1,258,193

On February &, 2018, the Company entered inlo an operating lease agreement with Marcventures
Mining and Development Corporation (MMDC), a related party under common control, for the
lease of the transportation equipment until October 7, 2019 (see Note 13).

Rent income from the lease of transportation equipment amounted to B0O.7 million and
0.9 million in 2019 and 2018, respectively.

1. Acerued Expenses and Other Current Liabilitics

This account consists of:

September 30, 2019 December 31, 2018

(Unaudited) { Audited)

Liabilities arising from the MOA £151,104,972 B151,104.972
Dividends pavable 10,985,443 10,985,443
Rental deposits 5,972,642 5.972.642
Accrued expenses 1,707,296 2117206
Statutory payables 970 2,607
Others 3,196,210 3,240,210

P172,967,533 P173,423,080

Liabilities arising from the MOA pertain Lo estimated transfer taxes and registration fees related to
the transfer of assets from its development bank operations to BDOPDIC and other related
liabilities, primarily from unremitted collection of assiymed receivables and sale of foreclosed
propertics for the aceount of PDIC (see Note 1). This account also includes provision for probable
losses to cover estimated losses from claims.  As allowed under PAS 37. Provisions, Contingent
Liakilities and Comtingent Assets, certain information is not disclosed until final settlement as it
might prejudice the Company’s position on the matter.

Dividends pavable pertains to the Company's dividend for cumulative, nonparticipating,
nonvoting, redeemable and convertible preferred stock that were declared prior to the C OIIpany's
ineurrence of deficit,

Eental deposils represent long-outstanding rental deposits that have not been claimed by the
Company’s previous tenanls,

Accrued expenses pertain to accrual of outside serviees, professional fees and association ducs.
among others. These are normally settled in the next financial year.

Others include statutory payables and rcfunds of tenants related to the Company’s previous

operations. These are noninteresi-bearing, unsecured and are normally scitled in the next fnancial
vear or upon demand.

32| Pacge



11. Equity

Capital Stock
The movement in capital stock are as follows:

September 340, 2009 (Unandited) Devember 21, 2018 { Audsted )
Number of Mumbr ol
Shares Amuunt Shares Amcinn

Common stock - #1 par valie
Authoreed 3. 00H0, U 0, D P3AHI TN I 3000, (0, 00K P30 0,000
Subecribed:
Balance at heginning of period TIHL 298,616 704,295,616 00293 616 0,258,016
Conversion of prefermad to common stock = - -
Balanue al end of penod T, 298,616 T 298 616 TN 298 616 TUR29E 616
Preferred stock - 81 par valuc
Authonsed 2, 00040, e 0, 0 A2 ANHI DM HDEk LR P2 000000000
Teswend and cawdsianding:
Balance at beginning of period 14,366,260 14. 366,260 |4, 30,200 14,306,264
Conversion of prefemed 1o conunen stock - - =
Balance ot end of penind 14,366,266 14,366,260 14,366 260 14366 260

T14,664.876 P714, 604,570 T4 04 8T0 P L4604 870

The Company has 1,594 and 1,598 stockholders as at September 30, 2019 and December 31,
2015, respectively.

The following summarizes the information on the Company’s issued and subscribed shares as at
Seplember 30, 2019;

Number of shares issued  Percentage of

and subscribed sharcs
MNon-public shareholdings:
a. Related parlies 575,733,956 52.21%
b. Affiliates, directors and officers 003 (L00%,
Public shareholdings - 124,563,625 17.79%
Total FON20E 616 T00.00%,

The high and low trading prices of the Company’s stock are as follows:

Cluarter High Low
January to September 2019

First P1.36 £1.12
Second 1.40 1.03
Third 1.98 1.21
January to December 2018

First P1.63 B1.08
Sceond 1.62 1.09
Third 1.66 .15
Fourlh 1.26 1.10

The preferred stock has the following salient features:

a. Cumulative. nonparticipaling, nonvoting, redeemable and convertible al the option of the
Company.

b. Cash dividend rale initially at 4.50% per annum hased on par value, which shall be
automatically adjusted to 9.00% per annum upon [ull payment of the subscription price.

¢. The Company may, al any time at its option, wholly or partially redeem the outstanding



preferred stock plus acerued dividends thereon. When such call for redemption is made, the
holders of the preferred stock may opt to convert the preferred stock to common stock,

On October 10, 2001, the BOD approved an option 1o slockholders of preferred sharcs of
extending the maturity of shares for another five years for a 2% additional dividend on the 9%
regular dividend.

Equity Restructurine
As discussed in Note 1, on March 23, 2018, the STC approved the Company's equity restructuring
to reduce its deficit by applying its APIC amounting to £2,114.9 million.

12. Leases

Operating Lease Commitments

* The Company entered into cancellable lease agreements for @ period ranging from one to
thirteen years renewable upon mutual agreement of the parties and subleased the propertics
under the same terms.

*  On February 8, 2018, the Company cnlered into an operating leasc agreement with MMDC for
the lease of the transportation equipment until October 7, 2019 (see Note 9).

Eent income amounted to PO.7 million and 0.9 million in 2019 and 2018, respectively. Rent
receivable amounted to 1.3 million and #1.1 million as at September 30, 2019 and December
31, 2018, respectively (sce Note 5).

Related rent e¢xpense amounted to RLOT million and £2.62 million in 2019 and 2018,
respoctively.

13. Related Party Transactions

Outstanding balances and (ransactions with related parties are as follows:

Amount of Transaction Chatstanding Balance
Maturc of 01 2018 September 30, 20019 December 37,
Transaction {Lnandited) [Avahited) {Unaudited) 2018 {Audited)
Receivahles
Logns Recetvablexs
Entity under commuon control Loan B P2A,000,000 B26,000,000  B36.000,000
Interest income (89,833) 433,334 341,667 430,500

Renr Receivabies
Entity under cormmuen control [Lent income T45,2010 B2E,000 1,076,400 BO9518

¥I1T418.067 P27.241.018

Due from related parties
Entity under commmon control Advances P2ITA54  BESOOOM0 PE,167,154 BT 540,000

Due to a related party
Parent Comparny Advanees B RID 000000 FI3E80.000 P13 _HEOD 00

Terms and Conditions of Transactions with Related Parties

Toans Receivables

In 2018, the Company granted 1-year unseeured loan with 10% per annum interest (o MMDC due in
2009,
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Due to and from Related Parties

Outstanding balances are unsccurcd, noninterest-bearing, pavable on demand and settlement
occurs in cash, The Company has not made any provision for impairment losses relating to the
amounts owed by related parties. This assessment is undertaken at each reporting date by taking
inte-consideration the Onancial position of the related party and the market at which the related
parly operales.

On December 22, 2015, the Company entered into 4 management agreemen! with the Parcnt
Company to oversee and supervise the Company’s business matters until December 31, 2017, On
December 3, 2018, the Company obtained approval [rom its stockholders to enter inlo a new
management with the Parent Company.

Key Management Personnel
The Company has no key management personnel. Tis accounting and administrative functions are
provided by a related party at no cost o the Company.

14, Commitments and Contingencies

a. In the normal coursc of the Company's prior operations, there are outstanding commitments,
pending litigations and contingent liabilities which are not reflected in the financial statements.
The Company does not anticipate signiticant losses as a result of these transactions.

b.  As discussed in Note 1, under the MOA dated Seplember 12, 2002 between the Company and
BDOPDIC, the Company agreed lo transfer its assets and labilities from its development
banking operations to BDO/PDIC. The Company agreed to hold BDO free from any contingent
claims, labor and minority issucs and concems arising from relsted assets and liabilitics stll
managed by the Company until these are assumed by BDO. Turther, the Company agreed to
indemmily BDO against losses. elaims and damages BDO may suffer in the event such
contingent claims, labor and minority issues atfect BDO's rghts under the MOA,

The Company has accounted for separately, assets from its development banking operation
pursuant to the MOA. It still has in its posscssion titles of real estate properties from its
development banking operations with an aggregate fair value of 25278 million as at
December 31, 2018 and 2017. Moreover, the Company has cash of £13.9 million as at
December 31, 2018 and 2017, respectively, arising from (he proceeds of sale of a property.

15, Basic Loss Per Share

The basic and diluted loss per share were computed as follows:

September 30, 2019 Deeember 31, 2018

{(Unaudited) { Audited)
Net loss {P2.544, 888) (B24.573.027)
Less dividend rights of preferred stockholders
for the period - 1,581,671
Loss atinbutable to common stockholders (2,544, 888) (26.154,695)
Divided by weighted average number of
common stock 700,298,616 TO0,298.616
Basic loss per share (P0.004) (R0.037)

The conversion feature of the Company’s preferred stock has potential antidilutive

effect. The

Company has no diluled income per sharc in 2019 and 2018 because the Company is in a net loss

position,

A5 |Pape



16. Financial Risk Management Objectives and Policies

The Company’s principal financial instraments comprise of cash. receivables (excluding advances
to officers, employees and service providers), duc frum related parties, equily sceurities designated
as FVOCI, acerued expenses and other current liahilities (excluding statutory payables) and due to
a related party.

The main risks arising from the financial instruments of the Company are credit sk and liquidity
risk. The BOD reviews and approves policics for managing the risks.

Credit Risk

Credit risk is the risk of loss that may arisc on outstanding financial instruments should a
counterparty default on its obligation. The Company’s exposure to credit risk arises primarily
from cash in banks and receivables (excluding advances to officers, employees and service
providers) and due from related parics and equity securities designated as FVOCL  The carryving
amounts of the [inancial assets represent the Company’s maximum exposure o credil nisk in
relation Lo financial assets.

The aging analyses of financial assels as al September 30, 2019 and December 31, 2018 are as
follows:

September 30, 2019 (Unaudited)

Meither Pasi Past Due But Not lmpairced

Due Nor Less Than Past Due and
Impaired 3 Days 31-60 Days Impaired Total
Financial Assets ot Amortized Cost
Cash in banks F2,296,207 r— P | PL,296,207
Receivables® 27,442,067 - 62515672 809957730
Due from related parties B.167,154 - - - B.167.154
S 37,905,428 - — 62515672 100421100
Financial Assets at FVOCT
Equity securities designated as TVOCT SH1 D0 - = B SO 000
PIRA054I8 - P—  B62515.672  FI00920.100
*Exeluding advances fo affivers, emplovess and service providers omawning ro #2270 miiion.
Diecember 31, 2008 { Audited)
Meither Past I"ast Due Rut Mot Impaired
Due Nar Less Than Past Duc and
[rrapatire] 30 Days 31-60 Days Lo pairesd Total
Financial Assets at Amorticed Cost
Cash in banks P35 397 6EG E e P— B5, 507,686
Receivailes® 2T 364,244 (2 515,672 BOETO SN
Duse from related partics 7.540.000 - - - T80,
B 40.901.130 - — AL5ISGET2 103417602
Finaneial Assets at FYQCI .
Equity secunitics designated as FVYOCT 500,000 - — S00,000
a1 401 430 F i PO2SI5A72  BRIDAQIT G2

*Exclding advances v officers, emplovess and semdoe providens amoumiing ta 222 millicn,

Credit Quality of Financial Assets, The credit quality of the Company’s financial asscls are being
managed by using internal eredil ratings such as high grade and standard grade.

High grade - pertains to counterparty wha is not expocted by the Company to default in setiling its
obligations, thus credit risk exposure is minimal.

Standard grade - include financial assets that are considered moderately realizable and some
accounts which would require some reminder follow-ups to obtain settlement from the
counterparty.
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The Company has assessed the eredit quality of financial assels that are neither past due nor
impaired as high gradc.

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

The Company also maintains a balance between continuity of funding and flexibility., The policy
of the Company is to first exhaust lines available from affiliated companies before local bank lines
arc availed of. The Company sceks to manage its liquid funds through cash planning on a weekly
basis. The Company uses historical figures and experiences and forecasts from its cash receipts
and disbursements. As parl of its liquidity risk management, the Company regularly evaluates its
prajected and actual cash flows.

As at September 30, 2019 and December 31, 2018, accrued expenses and other current liabilities

(excluding statutory payables) and due to a related parly aggrepating P186.8 million and
£187.3 million. respectively, are generally due and demandable.
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