PrimeOrion Philippines, Inc.

NOTICE OF ANNUAL STOCKHOLDERS' MEETING

TO ALL STOCKHOLDERS:
NCTICE 1S HEREEY GIVEM that the annual maeling of the stackholders of PRIME ORION PHILIPPINES, INC. will bs
held on:
Oate 13 January 2017 (Friday)
Time 500 am.
Venue ; Legaspi and Urdaneta Function Rooms, Makati Sports Club, LP. Levists 51 cormer

Gallardo St.,, Makati City
The agends for the meelng wil be as follows:

Call o Croer

Praof of Molice, Determinafion of Suarum and Rules of Conduct and Procedires

Bgproval of Minutes of the Spacial Stockholders’ Meeting on 20 Oolober 2015

Bnnual Raport for Fiscal Year 2014-2015 {inchuding the Consobdated Audited Financial Statements (FS) for

the Flscal Year anded 30 Juna 2015)

B Annual Repor far Fiscal year 2015-2046 (inchuding the Conssiidated fudied FS for the Fiscd Yesr ended 30

Juns 2016}

Elaction of Dirachars (includng the Indapandant Directars)

Appoiniment of Exiesnal Auditor and Fixing of s Remunearation

Amandment of thi By-laws:

i. Change of the place of fe annual stookhalders’ meeting fom "municipality” 1o “city” whese the principal

office of the company |8 bcated, and the dabe of the annisal sicckhaldars' meesing from "second Monday

of Movembar” to "second Friday of April” [Section 1, Article 1)

Ineckisicn af Chiel Operating Odficer as officer of the Conpoation {Sections 1 and 5, Ardcla (V)

Inchigion of Chief Finance Officer as officer of the Corporabion {Sections 1 and 10, Article V)

Change of financig year from fiscal yesr to calender yeer (Sechion 1, Arficls )
v. Dalegalion of aulthorily 1o he Board of Direciors fe amend thg Errlaws [Section 1, Arficle VWil

2] Fluing of the Fiscal Year 2016 Compenaation and Bonus of the Membars of the Board of Direclons and Fising
of the: Par Diemn of Directors per Commilbes Maeling Atended for Fecsl Yaar 218

10, Fixing aof the Per Diem of Direciors. par Board of Directars” Mestng and Gomemitiea Maefing Allended staring
Fiscal Year 2017

11 Considerafion of Ciher Business as May Praperly Coma Bedore the Maeting:

12 Adjcurnrmani

m - m o P
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For e puposs of the meetng, only stocsholders of record at the close of busingss on 28 November 2016
shall be anfilled bo notice of, and %o vods at, this mesting.

Etockholdars who cannal altand the meeling & parson ang requestad bo accomplsh the attached proxy and
reburn the same o the office of the Corporaton nat leter than 4 January 2017, I he slockholder is a carparalion, a
Secratary's Cerlilicade quating the baard resolulion autharizing the corporate officer bo execute the proxy should s be
submitted.

Validatlon of the prostes will bz held on & January 2017 at 200 p.m. at 27F Tawer Ore and Exchange Flaza,
Ayala Triangle, Ayala Avanua, Makali City.

Makati Cily, 24 Novembes 2078

ton of me Board of Girectons;

EE D. MONTECLARO-NAVARRD

crefary /Jﬁ:‘



The Corporate Secredary will certify the dafa the nolice of the mesting was sent to all slockhaldars of recand and the
cate of publication of e noficg in newspapess of genara croula®on,

The Corporate Sacrefary will Turther certy the existence of a quonam, The slockhoiders of recoed, present in persan oo
by prooy, represanting & majority of the oulstanding capital stock shall consfitite a quonm for the fransaction of
business.

The feliowing are the niles of condust and pracedures:

i} The poks are open for the atockhokders 1o cast their wobes manualy,

1] A sipckholdar may vole manualy using the ballot peavided o him upon regisiration (except the baliol for
the election of direciors) and placing fhe woted ballot in the belot boxes located insida e Balincm.

fiiy ~ The paper ballot ssts forth the proposad resaluans for consideration by the stockhokiars and each
proposed rasolution wauld be shaown on fie scresn in front of the Balroom &s it is taken up i the meefing,

(W] Ingeneral, e stockhokders act by e afemalive wate of stocghoklers representng al least a majorlty of
the quistanding capilal sock presant at fie mesting including the amendmsnt of Arlicles I, IV and V' of the
By-Laws

v}  The approval of the amendment of Secticn 1, Arficle VIl of the By-lews on the delagation af autharlly o
the Board of Directors 1o amend e By-laws réquires the affirmative vote of twa thinds (213} wale of the
oub=lznding canilal slock.

il  Each culstanding share of stock endities: the registered holder io one (1) wote,

{¥i] The eleclion of tha direciors shall ba by pluraity of vales. Every slockholdar shall be anfitled to cumufale
hig wotas. The slockholders may cass thair votes for the slection of deeclors &t the time
alloited dunng he maeling,

gwiii) . All votes received shal be tabulated by ihe Cffice of the Corporate Sacredery, and the results of the
[abutaton shal be validated by SyCip Gormes Vefapo and Co, (SGV) excepl the voies R the election of
direciors which will 1sbudated end velidated by SGY

t)  During the maeling, & e stockholdars 1ake up an iem on fhe Agenda, the Corporale Secretary will
report e woles already received and fabuleted on ihat kem.

Approval of Minules of Previous Mesfing

The minules of e special sieckholdars’ mesting hald on 20 Oclaber 5015 are avatlable al the Company websie,
v primeonion, com, Coples of the minutes will slso be diskibuted to the stockholders bafora the meating.

Remarks, A resolufion approwing the minules wil be presented io the siockholders and approved by tha wole af the
shockholders raprasenting a1 least a majonly of he sulsfanding capital stock present al the mesting

mll 12 MR
(=

Ofts Jor W8 FEsces YEArs 20142010 and Al
Sgementy [F & FY's ended 30 June 2015 and 30 June 2016

The Company did not bald an ennual stockholders’ meeting in 2015 but held a special stockhaldars” mesting (S50 on
20 Doober 215 A Managemen! Repon was disiribubed o the stockhoiders during 1he 350 in Ochobar 2015 without
the audited F5 which, neverthelass, ware posled inthe Company wehsile five (5} days before the 55M. - Hence, the
naed 10 present (he audited FS for tha FY's ended 30 June 2015 and 30 Juna 2016 to the stockholders for approval,
Tha Chaimman, Mr. Bamard Vingent O Oy, and the President end Chief Execufive Officer, Mr. Jasa Emmanual H.
Jafandonl, wil delber 3 repaort ¥ 1he stockholders on Ihe perfermance of ihe Company In 2018 and the cutiock for
2018, The FS for FY's 2015 and 2016 anz included in the infarmabon Slatemant ko ba sent bo fha shockhaldars at least
fifteen {15) business days before the meeting,

Remarks: A resclution noling the report and approving the consalidated sudded financial slstements will be
presented o the stockholders for appraval by the affimmagive wobe of the stockholders reaprasanting al least a maanty of
the outstanding capital stock,



Election of Directors [Inclding the Independent Dirsctors}

Any stockholkder may submit bo the Momination Comméies nominelions o the Board of Directors not leter than Ocicber
5. 2076, n view of the resignation of Atly. Ricardo J. Romale as independent direclor and the withdrawal of the
aotaplance of his nomination as such, the nomination wes re-openad and fhe Board of Dirachars sef the deadiine on
Movember 23, 2016, The Nominalion Commifles will determine whelher the nomness for dirsclars, including the
nominees for independent direcloes, kava all the queifications ard none of 1he disqualificaiions o sarve Bs members of
the Bogrd before submilfing the nominess for slecian by (he stockbolders. The pofiles of the nominees lo the Board
will be provided in the nfarmalion Sistament and in the Comgpany wabsile for examination by the stockhcidars,

Each stockhoider anlifed o vole may cast the votes fo which the number of sharas he owns anfilles him, for as many
persons &5 are fo be elected a5 direciors, or he may give one candidate a3 many voles as the number of dreclors o
be elecied multiphad by the rurmber of his shares shial equal, of he may distribute tham on tha sama prindiple amang
a5 many cendidgles as he may sse @, provided that the whole number of votes cast by him shiall not sxceed the
numies of sharas ownad by hem mulipbad by the whaole numbsar of Directors o be elected. The nine (3] nominees
receiing the highest number of voles will be declared slected &s directors of the Company,

Ramarks; A resolufion on $he elecion of direciors will be presented fo and approved by the slockiokders represanting
at least & magonty of he oulstanding capial aiock prasent at (ke meeding,

The Audit.and Risk Management Committes will erdorse o e steckholders the appeiniment of an external asdilar for
the currand fiscal year. The profile of tha axfarnal auditor will be providad in the Informadan Siatement and in tha
Gompany websile for examination by the stockhoklers.

Femarks, A resolubion for the appoiniment of the extermal guditor and B the epproval of It remuneralion will be
prasented lo the stockholders for adoplion by the afirmasive vate of slockhalders representing a mejority of the

outstanding capital stock present at the meeting,
Amen the By-|

The Company will presend for stockholders’ epproval the doliowing amendmends 1o the By-laws to gddress (he
opesalional reguiramants of tha Company:

[ Changs of the place of the anius stockholders’ mestng from Yruncipally” 1o "aly” where the principal afice
of tha company = [ocaled, and dale of e ennual stockholdars’ meeling fram “secand Monday of
Movember® o “second Fridey of Apel® (Section 1, Article I

- The change in the place of the sicckholdars’ masling is o reflect fie kecaticn of e office of tha
Company which isin Makali Gity. The change.in Ihe stockhelders' meeting date & due o the shdll
of fhe Company from fiscal yaar fo calandar year,

I, Inchizion of Chiel Oparang Officer 38 afbosar of e Corporation [Sections 1 and 5, Articke 1V)
The Compary will appaint an officer to handie the day-lo-day operaticns of the Company

i, Inclusien of Chief Finarce Officer as officer of he Corporation (Seclons 1 and 10, Article V)
- Tha Compary will appaind an officer for affactive management of the Company’s funds and assals:

Iv. Change of inancial year from fiscal year % calendar yaar [Seclion 1, Arficke V)
- Tha Campany has o be aigred with the cperaling pericd of its parert company, Ayals Land Inc.,
o faciitabe consolida%on of acoounts.

v. Delegation af aulhority 1o the Board of Directors S0 amend the By-laws [Saction 1, Articls Vi)
- The delegation of authority wil facilitate the amendment of the By-taws in the fufure,

Femarks: A resolution on the approval of the emendments will be presented fo and approved by the slockhoiders.
Iems (0 o (W) mugt be approved by he affrmative vobe of stockholders representing 20 least a magorily of the
oulstanding capial stock present &l the meeling.  llam [v) requires Ihe affirmaiva vole of the slockholdars
representing &l least bo thirds (203} of the oulzianding capital stock presand at tha mesing.



ing of the f f 2016 compensation and benus and feing of it per diem per comenities mssting atiended

The Compensation and Femuneration Committee will andorse for spprovad of fe siockhalders the fiding of the fiscal
yaar 2116 compensation and bonus of the members of the Board at PRPSO0,000.00 and PhR500,000.00, respectively;
and foing of the per dam of PhP30.500.00 per commitbes maslng albanded.

Femarks A resalidicn on the appreval of the Msca year 2006 compensalion and bomis and fxing of fe ped dem par
commitiee mealing abended will be presented to and spproved by tha sffimalive wole of the siockholders regresanding
at least 2 majoriy of the outslanding capital siock present at the meefing,

Fixing af the per diem of direciors for Board of Directors’ meefings and commifiee mesfngs attended staring fiscal
yaar 2017

The Compensalion and Remuneralion Commiltes will endarse far approval of tha stockholders the fixing of the par
diam of PhP40.000.00 and PRP30,000.00 per Board and comméles meeling akended, respactively, staring fscal vear
217,

Linder the Company's By-laws, the Board of Direciors, subject ko the approval of the stockholders. shal be authorized
to fix the par diems of the dreclors attending board mestings, execufive commities meatings, and other commitbes
mealings. The amaount of per diam shall however be guaded by ressonablaness and induskry practics. Mareaver, the
amount equivalent o five percent (5%} of the nat income befors fax in each year shall be paid and distribided &t the
Board's discretion, o e members of (he Board of Direclors and e Executive Commillles and alficars of |he
Corporation.

Ramarks: A resolution on the approval of the per dism of Directors for Board of Direclors’ mestings and committes

meelings attended siarting Sscal year 2017 will be presended o and approved by the affirmative wale of (he
slockholdars representing at laast a majorily of the ouistanding capital stock presant at tha meedng,

Consderalion of Cther Business which May Properdy Come befare the Meeting

The Chairman wil opan fha loor for questions and commenls of the slockholders



PROXY

This Proxy is being solicited by Prime Orion Philippines, Inc., for and on its behalf, in connection with its Annual Stockholders’ Meeting
to be held on 13 January 2017 (Friday), 9:00 a.m. at the Legaspi and Urdaneta Function Rooms, Makati Sports Club at L.P. Leviste
St. corner Gallardo St., Salcedo Village, Makati City.

The Company shall be pleased to vote your securities in accordance with your wishes if you will execute this Proxy Form and return the
same promptly. It is understood that if you sign without otherwise marking the form, the securities will be voted as recommended by the
Board of Directors on all matters to be considered at the meeting, except election of directors, where the Company will only vote the
specific number of votes you have indicated for the relevant candidates you have specifically identified.

Hereunder are the matters to be taken up during the meeting. Please indicate your proposal selection by firmly placing an “X” in the
appropriate box:

1. Approval of the Minutes of the 20 October 2015 |:| Yes |:| No |:| Abstain
Special Stockholders’ Meeting

2. Approval of Annual Report for Fiscal Year 2014-2015
(including the Consolidated Audited Financial Statements [ ] Yes |:| No |:| Abstain

for the Fiscal Year ended 30 June 2015)

3. Approval of Annual Report for Fiscal Year 2015-2016 |:| Yes |:| No |:| Abstain
(including the Consolidated Audited Financial Statements
for the Fiscal Year ended 30 June 2016)

4, Election of Nine (9) Directors (Including the Two (2) Independent Directors)
1 vote for nominees listed below: No. of Votes No. of Votes
Bernard Vincent O. Dy Felipe U. Yap
Jose Emmanuel H. Jalandoni Victor C. Say
Maria Rowena M. Tomeldan Tsang Cho Tai
Ruby P. Chiong Nathanael C. Go

Rex Ma. A. Mendoza - as Independent Director
Renato O. Marzan - as Independent Director

5. Appointment of SyCip Gorres Velayo & Co. as external L ves L] No [ Abstain
auditor for the ensuing fiscal year and fixing of its remuneration

6. Approval of the following amendments to the By-laws:
(i) Change of the place of the annual stockholders’ meeting from
“municipality” to “city” and date of the annual stockholders’ meeting
From “second Monday of November” to “second Friday of April” |:| Yes |:| No |:| Abstain

(i) Inclusion of Chief Operating Officer as officer of the Corporation |:| Yes |:| No |:| Abstain
(i) Inclusion of Chief Finance Officer as officer of the Corporation |:| Yes |:| No |:| Abstain
(iv) Change of financial year from fiscal year to calendar year |:| Yes |:| No |:| Abstain
(v) Delegation of authority to the Board of Directors to amend the |:| Yes |:| No |:| Abstain
By-laws
7. Fixing of the fiscal year 2016 compensation and bonus of the |:| Yes |:| No |:| Abstain

members of the Board of Directors; and fixing of the per diem of
directors per committee meeting attended.

8. Fixing of per diem of directors per Board of Directors’ meeting and |:| Yes |:| No |:| Abstain
committee meeting attended starting fiscal year 2017.

9. Atits discretion, the Board of Directors is authorized tovote onsuch [ ]  Yes [ ] No
matters as may properly come before the meeting

Printed Name of Stockholder Signature of Stockholder

Date:

Pursuant to the By-Laws, no proxy in favor of a third person who is not a bona fide registered stockholder of the Corporation shall be
recognized. All proxies must be returned to the offices of the Corporation not later than one (1) week prior to the meeting date. If the
stockholder is a corporation, a Secretary’s Certificate quoting the Board Resolution authorizing the corporate officer who signed this
proxy must be submitted. This Proxy need not be notarized.

This Proxy should be received by the Corporate Secretary on or before 4 January 2017 which is the deadline for submission of
proxies.



10.

11.

12.

SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-IS
INFORMATION STATEMENT OF
PRIME ORION PHILIPPINES, INC. (the “Registrant”, “Company” or “POPI”)
PURSUANT TO SECTION 20
OF THE SECURITIES REGULATION CODE

Check the appropriate box:

[ ] Preliminary Information Statement

[x] Definitive Information Statement

Name of Registrant as specified in its charter ~ PRIME ORION PHILIPPINES, INC.

REPUBLIC OF THE PHILIPPINES
Province, country or other jurisdiction of incorporation or organization

SEC Identification Number 163671
BIR Tax Identification Code 320-000-804-342

20/F LKG TOWER, 6801 AYALA AVENUE, MAKATI CITY 1226
Address of Principal Office Postal Code

Registrant’s telephone number, including area code (632) 884-1106

Date, Time and Place of the Meeting of Security Holders

Date : 13 JANUARY 2016 (FRIDAY)
Time © 9:00 AM.
Place. : LEGASPI AND URDANETA FUNCTION ROOMS, MAKATI SPORTS CLUB, L.P.

LEVISTE COR. GALLARDO ST., SALCEDO VILLAGE, MAKATI CITY

Approximate Date on which the Information Statement is First to be Sent or given to Security Holders
22 DECEMBER 2016

In case of Proxy Solicitation:
Name of Person Filing the Statement/Solicitor: PRIME ORION PHILIPPINES, INC.

Address and Telephone No..  20/F LKG TOWER, 6801 AYALA AVE., MAKATI CITY
(632) 884-1106

Securities registered pursuant to Sections 8 and 12 of the Code or Sections 4 and 8 of the RSA
(information on number of shares and amount of debt is applicable only to corporate registrants):

Title of Each Class Number of Shares of Common Stock
Outstanding or Amount of Debt Outstanding

(As of 31 October 2016)

Common 4,896,455,183

Loans Payable (consolidated) -nil-

Are any or all of registrant’s securities listed in a Stock Exchange?

Yes X No

Common Shares Philippine Stock Exchange



INFORMATION REQUIRED IN INFORMATION STATEMENT

Part |

A. GENERAL INFORMATION

[tem 1.

[tem 2.

Date, time and place of meeting of security holders (hereafter, the “annual stockholders’ meeting” or
“meeting”)

) Date: 13 January 2017 (Friday)
Time:  9:00 a.m.
Place: Legaspi and Urdaneta Function Rooms, Makati Sports Club, L.P. Leviste corner Gallardo
St., Salcedo Village, Makati City

Complete mailing address of principal office of the Registrant/Company:
20/F LKG Tower, 6801 Ayala Avenue, Makati City 1226

2 Copies of this Information Statement will be sent to the Company’s stockholders beginning 22 December
2016.

Dissenters' Right of Appraisal
Sections 81 and 82 of the Corporation Code provide:

Section 81. Any stockholder shall have the right to dissent and demand payment of the value of his shares in the
following instances: (a) amendment of the articles of incorporation which has the effect of changing or restricting the
rights of any stockholders or class of shares; or of authorizing preferences in any respect superior to those
outstanding; or of extending or shortening the term of corporate existence; (b) in case of sale, lease, exchange,
transfer, mortgage, pledge or disposition of all or substantially all of the corporate property and assets; and (c) in case
of merger and consolidation.

Section 82. The appraisal right abovementioned may be exercised by any stockholder who shall have voted against
the proposed corporate action, by making a written demand on the corporation within thirty (30) days after the date on
which the vote was taken for payment of the fair value of his shares: Provided, That failure to make the demand within
such period shall be deemed a waiver of the appraisal right. If the proposed corporate action is implemented or
affected, the corporation shall pay to such stockholder, upon surrender of the certificate or certificates of stock
representing his shares, the fair value thereof as of the day prior to the date on which the vote was taken, excluding
any appreciation or depreciation in anticipation of such corporate action.

If within a period of sixty (60) days from the date the corporate action was approved by the stockholders, the
withdrawing stockholder and the corporation cannot agree on the fair value of the shares, it shall be determined and
appraised by three (3) disinterested persons, one of whom shall be named by the stockholder, another by the
corporation, and the third by the two thus chosen. The findings of the majority of the appraisers shall be final, and their
award shall be paid by the corporation within thirty (30) days after such award is made: Provided, That no payment
shall be made to any dissenting stockholder unless the corporation has unrestricted retained earnings in its books to
cover such payment: and Provided, further, That upon payment by the corporation of the agreed or awarded price, the
stockholder shall forthwith transfer his shares to the corporation.

The present meeting, is being called to approve the following matters:

(1)  Approval of the Minutes of the Previous Stockholders’ Meeting dated 20 October 2015;
(2)  Approval of the Annual Reports for Fiscal Year (FY) 2014-2015 (including the Audited Consolidated Financial
Statements for the FY ended 30 June 2015);
(3)  Approval of the Annual Reports for FY 2015-2016 (including the Audited Consolidated Financial Statements for
FY ended 30 June 2016);
(4)  Election of Directors (Including the Independent Directors);
(5)  Appointment of SyCip Gorres Velayo & Co. as External Auditor and Fixing of its Remuneration;
(6)  Amendment of By-laws:
i.  Change of the place of the annual stockholders’ meeting from “municipality” to “city” where the principal
office of the company is located, and date of the annual stockholders’ meeting from “second Monday of
November” to “second Friday of April” (Section 1, Article II)
ii.  Inclusion of Chief Operating Officer as officer of the Corporation (Sections 1 and 5, Article IV)
iii.  Inclusion of Chief Finance Officer as officer of the Corporation (Sections 1 and 10, Article IV)
iv. Change of financial year from fiscal year to calendar year (Section 1, Article V)
v. Delegation of authority to the Board of Directors to amend the By-laws (Sec. 1, Article VII)



Definitive Information Statement Pursuant to
Section 20 Securities Regulation Code
Prime Orion Philippines, Inc.

Page 3

[tem 3.

) Fixing of the Fiscal Year 2016 Compensation and Bonus of the Members of the Board of Directors; and
Fixing of the per diem of Directors per Committee Meeting attended for Fiscal Year 2016; and
(8) Fixing of the Per diem of Directors per Board of Directors’ Meeting and Committee Meeting Attended starting

Fiscal Year 2017.

Given the foregoing, there are no matters to be taken up during the meeting which may give rise to the exercise of
appraisal right by a stockholder.

Interest of Certain Persons in Matters to be Acted Upon
(1)  No current director of officer of the Company, or nominee for election as director of the Company, or any
associate thereof, has any substantial interest, direct or indirect, by security holdings or otherwise, in any matter

to be acted upon other than election to office.

(2 No director of the Company intends or has expressed an intention to oppose any action to be taken during the
annual meeting.

B. CONTROL AND COMPENSATION INFORMATION

[tem 4.

1)

(2

Voting Securities and Principal Holders Thereof

Number of Outstanding Common Shares as of 31 October 2016

No. of Shares No. of Votes to
Outstanding which Entitled
-Filipino Equity 4,842,052,417 4,842,052,417 (98.89%)
-Foreign Equity 54,402,766 54,402,766 (1.11%)
Total 4,896,455,183 4,896,455,183

The record date for stockholders who shall be entitled to notice and to vote has been fixed at 29 November 2016 in
accordance with the By-laws of the Company and the rules of the Securities and Exchange Commission and the
Philippine Stock Exchange. Solicitation of proxies shall be made on common stockholders as of record date as
provided by the Company’s stock and transfer agent, BDO -Trust and Investments Group (BDO), starting on 22
December 2016.

Manner of Voting

Under the Company’s By-laws, the election of directors shall be conducted in the manner provided by the Corporation
Code of the Philippines and with such formalities and machinery as the officer presiding at the meeting shall then and
there determine.

Section 24 of the Corporation Code allows cumulative voting in the election of directors. Thus, a stockholder may vote
such number of shares for as many persons as there are directors to be elected, or he may cumulate his shares and
give one candidate as many number of votes as the number of directors to be elected multiplied by the number of his
shares shall equal, or he may distribute them on the same principle among as many candidates as he shall see fit;
provided that the total number of votes cast by him shall not exceed the number of shares owned by him as shown in
the books of the corporation multiplied by the total number of directors to be elected. In connection with the election of
directors, discretionary authority to cumulate the votes is not solicited by the Corporation.

As for other matters in the agenda, each voting stock is entitled to one vote.



Definitive Information Statement Pursuant to
Section 20 Securities Regulation Code
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(4) Security Ownership of Certain Record and Beneficial Owners and Management

i. Security Ownership of Record and Beneficial Owners of more than 5% as of 31 October 2016:

Title of Name & address of | Name of Beneficial | Citizenship No. of Shares | Percent
Class record owner & | Owner & relationship Held (%)
relationship with issuer | with record owner
Common | Ayala Land, Inc.! Ayala Land, Inc.2 Filipino 2,499,999,996 51.057%
31/F Tower One and
Exchange Plaza, Ayala
Triangle, Makati City
-Stockholder
Common | PCD Nominee Corp.3 | PCD participants Filipino 1,307,378,990 21.186%
G/IF Makati  Stock | acting for
Exchange, Ayala Ave., | themselves
Makati City or for their
customers*
Common | PCD Nominee Corp. Guoco Assets Singaporean 451,256,180 9.216%
G/F Makati Stock (Philippines), Inc.
Exchange, Ayala Ave., | (GAPI)
Makati City3
Common | PCD Nominee Corp. | Genez Investments Malaysian 263,819,038 5.388%
G/F  Makati  Stock | Corporation (GIC)®
Exchange, Ayala Ave.,
Makati City3
ii. Security Ownership of Directors and Management as of 31 October 2016
Title of Class Name of Beneficial Owner Amount and Nature | Citizenship Percent of Class
of Beneficial (%)
ownership
Directors
Common Bernard Vincent O. Dy 2 (direct) | Filipino 0.00%
Common Felipe U. Yap 6,594,000 (direct) | Filipino 0.135%
Common Jose Emmanuel H. Jalandoni 2 (direct) | Filipino 0.00%
Common Maria Rowena M. Tomeldan 2 (direct) | Filipino 0.00%
Common Victor C. Say 26,572,000 | Filipino 0.543%
(direct & indirect )
Common Ricardo J. Romulo* 3,072,001 (direct) | Filipino 0.063%
Common Rex Ma. A Mendoza 1 (direct) | Filipino 0.00%
Officers
Common Ruby P. Chiong 1 Filipino 0.00%
Common Rhodora Estrella B. Revilla 0 Filipino 0.00%
Common June Vee D. Monteclaro Navarro 0 Filipino 0.00%
Common Nimfa Ambrosia L. Perez-Paras 0 Filipino 0.00%
Total 36,238,009 0.740%

*Resigned as Independent Director effective November 14, 2016.

iii. Voting Trust Holders of 5% or More

The Company knows of no persons holding more than 5% of common shares under a voting trust or similar

agreement.

1 Ayala Land, Inc. is the parent of the Company.

2 Under the By-Laws and the Corporation Code, the ALI Board has the power to decide how ALI's shares are to be voted.

3PCD is not related to the Company.

4 Each beneficial owner of shares through a PCD participant is the beneficial owner to the extent of the number of shares in his account with the PCD
participant. The Company has no record relating to the power to decide how the shares held by PCD are to be voted.

5The Board of Directors of GAPI has authority to decide how the POPI shares will be voted. The POPI shares will be voted in accordance with the instructions of
GAPI's proxy.

6 The GIC Board of Directors has the power to decide how the POPI shares will be voted.
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[tem 5.

iv. Change in Control of Registrant

On 24 February 2016, the Company entered into a Deed of Subscription with ALl whereby ALI subscribed to
2.5 billion common shares of stock of POPI (the “ALI Subscription”) at the price of P5.625 billion, from the
increase in the Company'’s authorized capital stock from P2.4 billion to P7.5 billion.

Of the Company’s increase in authorized capital stock of P5.1 billion, ALI subscribed to P2.5 billion worth of
common shares. On 4 July 2016, the Securities and Exchange Commission (SEC) approved the
Company’s increase in its authorized capital stock from P2.4 billion to P7.5 billion divided into 7.5 billion
common shares, with par value of P1.00 per share. The ALI Subscription represents 51.06% of the total
outstanding capital stock of the Company and will come from original issuance of shares of the Company.

Of the ALI Subscription of 2.5 billion shares, P1.406 hillion has been paid, the balance to be paid upon
completion of certain conditions. As majority owner of the total outstanding stock of the Company, ALI
gained control of the Company. Previously, the Company had no parent company as no stockholder held
more than 20% of the equity of the Company.

Directors and Executive Officers

On 30 October 2015, the SEC approved the amendment of the Articles of Incorporation of the Company to increase
the number of directors from seven (7) to nine (9). Under Section 29 of the Corporation Code, the directorship to be
filled by reason of an increase in the number of directors shall be filled by an election at a regular or special meeting of
stockholders duly called for the purpose; hence, the two (2) additional seats in the Board shall be filled up during this
annual stockholders’ meeting.

Information required of Directors and Executive Officers
i. Directors and Executive Officers
The following persons, who constitute the final list of candidates presented and approved by the Nomination

Committee (which is composed of Jose Emmanuel H. Jalandoni, Chairman, Felipe U. Yap and Rex Ma. A. Mendoza,
members) have been nominated to the Board for the ensuing year and have accepted their nomination:

Bernard Vincent O. Dy Victor C. Say
Felipe U. Yap Maria Rowena M. Tomeldan
Jose Emmanuel H. Jalandoni Ruby P. Chiong

Rex Ma. A. Mendoza - as Independent Director Nathanael C. Go
Renato O. Marzan - as Independent Director Tsang Cho Tai (Allan Tsang)

Messrs. Bernard Vincent O. Dy, Felipe U. Yap, Jose Emmanuel H. Jalandoni, Victor C. Say, and Rex Ma. Mendoza,
and Ms. Maria Rowena M. Tomeldan are incumbent directors of the Company. Messrs. Tsang Cho Tai, Nathanael C.
Go and Renato O. Marzan, and Ms. Ruby P. Chiong are nominated as directors of the Company for the first time.

In accordance with SRC Rule 38 and Section 2, Article Ill (The Independent Director) of the Company’s Amended By-
laws (which was approved by the SEC on 25 November 2005), the Nomination Committee evaluated the qualifications
of the nominees and prepared the final list of nominees prior to the annual stockholders’ meeting. Only such
nominees whose names appear in the final list of candidates are eligible for election as directors, including
independent directors. No other nomination shall be entertained or allowed on the floor during the annual
stockholders’ meeting. In case of failure of election for independent directors, the Chairman of the meeting shall call a
separate election during the same meeting to fill up the vacancy.

Messrs. Bernard Vincent O. Dy, Jose Emmanuel H. Jalandoni, Rex Ma. A. Mendoza and Renato O. Marzan, and
Mmes. Maria Rowena M. Tomeldan and Ruby P. Chiong were nominated by ALI. Mr. Felipe Yap was nominated by F.
Yap Securities, Inc. and Ms. Vichelli Churchill Say. Messrs. Victor C. Say was also nominated by Ms. Vichelli
Churchill Say. Mr. Tsang Cho Tai was nominated by Guoco Assets (Philippines), Inc. while Mr. Nathanael C. Go was
nominated by Mr. David C. Go. All nominees to the Board and their nominators are stockholders of the Company.

Messrs. Rex Ma. A. Mendoza and Renato O. Marzan were nominated as independent directors of the Company. As
verified by the Nomination Committee, both nominees are not related to ALl. The Company shall submit the
Certificate of Qualification of the Independent Directors within thirty (30) days after their election.
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A summary of the qualifications of the incumbent directors, nominees for directors for election at the annual

stockholders’ meeting and incumbent officers is set forth in Annex “A”.

Attendance of Directors

The record of attendance of the directors at the meetings of the Board of Directors of the Company for the period 1

July 20

15 to 24 November 20186, is as follows:
Directors No. of Board Meetings Percent Present
Attended/Held

Bernard Vincent O. Dy**** 8/8 100%
Felipe U. Yap 19/19 100%
Jose Emmanuel H. Jalandoni**** 8/8 100%
Maria Rowena M. Tomeldan***** 8/8 100%
Victor C. Say 19/19 100%
Ricardo J. Romulo*** 14/18 83%
Rex Ma. A. Mendoza***** 8/8 100%
David C. Go** 12/12 100%
Yuen Po Seng** 12/12 100%
Ronald P. Sugapong* 11/11 100%
Daisy L. Parker* 11/11 100%

*resigned as director on 24 February 2016

** resigned as director on 26 February 2016
***resigned as director on 14 November 2016
**+elected on 24 February 2016

***kelected on 26 February 2016

The officers, unless removed by the Board, shall serve as such until their successors are elected or appointed.

ii. Significant Employees

The Company’s entire work force is considered as significant employees. The entire work force is expected to work as
a team to attain the Company’s objectives.

iii. Family Relationships

There are no family relationships (up to fourth civil degree) either by consanguinity or affinity among the abovenamed
directors and executive officers.

iv. Involvement in Certain Legal Proceedings

The abovementioned directors and executive officers have not been involved in any of the following events or legal
proceedings that occurred during the past five (5) years up to the date of filing of this proxy statement which are
material to an evaluation of the ability and integrity of the said directors and executive officers:

a.

b.

Any bankruptcy petition filed by or against any business of which such person was a general partner or
executive officer either at the time of the bankruptcy or within two (2) years prior to that time;

Any conviction by final judgment in a criminal proceeding, domestic or foreign, or being subject to a pending
criminal proceeding, domestic or foreign, excluding traffic violations and other minor offenses;

Being subject to any order, judgment, or decree, not subsequently reversed, suspended or vacated, of any
court of competent jurisdiction, domestic or foreign, permanently or temporarily enjoining, barring,
suspending or otherwise limiting his involvement in any type of business, securities, commodities or
banking activities; and

Being found by a domestic or foreign court of competent jurisdiction (in a civil action), the Commission or
comparable foreign body, or a domestic or foreign exchange or electronic marketplace or self-
regulatory organization, to have violated a securities or commodities law, and the judgment has not been
reversed, suspended, or vacated.

The details of material pending legal proceedings for the past five (5) years to which the Company or any of its
subsidiaries or affiliates is a party are discussed in Part 1, ltem 3 of Annex “B’".
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(2) Certain Relationships and Related Transactions
i. There has been no transaction during the last two (2) years, or proposed transactions to which the Company was or
is to be a party, in which any of the following persons had or is to have a direct or indirect material interest:
a. Any director or executive officer of the Company;
b.  Any nominee for election as a director;
c.  Any security holder named in Sections B (d) (1) and (2) above; and
d.  Any member of the immediate family (including spouse, parents, children, siblings and in-laws) of any
of the persons named in the immediately preceding subparagraphs (1) (2) and (3) hereof.

ii. The Company and its subsidiaries in their normal course of business, have entered into transactions with related
parties principally consisting of noninterest-bearing advances with no fixed repayment terms and are due and
demandable. As disclosed in Note 18 of the Notes to Consolidated Financial Statements, the Company and the
related parties have common stockholders.

The Company has no relationship that enables the parties to negotiate terms of material transactions other than on an

arm’s length basis.

(3) Ownership Structure and Parent Company
As of 31 October 2016, ALI owns 51.06% of the total outstanding shares of the Company.
(4) Disagreement with Registrant
No director has resigned or declined to stand for re-election to the Board of Directors since the date of the annual
meeting of security holders because of a disagreement with the Company or any matter relating to the Company’s
operations, policies or practices.
Item 6. Compensation of Directors and Executive Officers
(1) Executive Compensation
Information as to aggregate compensation paid or accrued during the last two (2) fiscal years and the ensuing fiscal
year to the Company’s Chief Executive Officer and four (4) other most highly compensated executive officers.
Summary Compensation Table
Annual Compensation
Name Fiscal Year Salary Bonus Other Annual
(in R000s) (in R000s) Compensation
(in RO00S)
Yuen Po Seng* 2014-2015
(President) 2015-2016
Ronald P. Sugapong* 2014-2015
(SVP-Treasurer/CFQ) 2015-2016
Daisy L. Parker* 2014-2015
(SVP-Chief Legal Counsel) 2015-2016
Ma. Rhodora P. dela Cuesta** 2014-2015
(VP-Legal Dept.) 2015-2016
Edwin M. Silang 2014-2015
(AVP-Group HR) 2015-2016
2016-2017
CEO and four most highly | 2014-2015 P27917.71 P 4,833.90 P 0.00
compensated Exec. Officers 2015-2016 27,336.72 5,302.76
2016-2017 6,431.34 596.09
(projected)
All officers and directors as a group | 2014-2015 P 32,077.71 P 8,333.90 P 0.00
unnamed 2015-2016 38,376.72 13,702.76
2016-2017 12,371.34 5,096.09
(projected)

*separated from employment effective 26 March 2016
** separated in October 2016; resigned as Assistant Corporate Secretary effective 14 November 2016
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On 24 February 2016, Mr. Jose Emmanuel H. Jalandoni, Ms. Ruby P. Chiong and Ms. Rhodora Estrella B. Revilla were
elected as President, Treasurer and Chief Finance Officer of the Company, respectively. They are officers of ALI and
received no salaries or compensation from the Company from time of their election to date.

(2) Compensation of Directors

)

Members of the Board of Directors are elected for a term of one (1) year and serve until the election and acceptance
of their qualified successors. They receive no compensation except reasonable director’s fee (and/or bonus) as fixed
by the Board of Directors at the end of the FY. Section 12 of Article Il of the By-laws provides that subject to the
approval of the stockholders, the Board of Directors shall be authorized to fix the per diems of directors attending
board meetings, executive committee meetings and other committee meetings. The amounts per diem shall however
be guided by reasonableness and industry practice. Section 13 of Article Il provides that an amount equivalent to five
percent (5%) of net income before tax in each year shall be paid and distributed at the Board’s discretion, to the
members of the Board of Directors, the Executive Committee, and officers of the Corporation.

The Directors received, and availed of, the subscription grants under the Employees Stock Ownership Plan (ESOWN)
of the Company (covering 250 million shares of the Company). Initially, the Company filed a request for exemption
from the registration requirements of the Securities Regulation Code covering 32 million shares (Tranche 1 of the
ESOWN) which was granted by the SEC on 10 November 2015.

On 14 November 2016, the Board of Directors approved the fixing of the fiscal year 2016 compensation and bonus of
the members of the Board at PhP500,000.00 and PhP500,000.00, respectively; and fixing of the per diem of
PhP30,000.00 per committee meeting attended. This will be presented to the stockholders, for their approval at their
meeting on 13 January 2017.

On 24 November 2016, the Board of Directors approved the fixing of the directors’ per diem of PhP40,000.00 and
PhP30,000.00 per board of directors’ meeting and committee meeting attended, respectively, starting fiscal year 2017.
The fixing of the directors’ compensation, bonus and per diem, as approved by the Board of Directors, will be
presented to the stockholders for their approval at their meeting on 13 January 2017.

The members of the Board who are executive officers of the Company are remunerated with a compensation package
comprising of 13-month base pay. In addition, they may receive a performance bonus at yearend which the
Board extends to the rest of the managerial, supervisory and rank and file employees.

Employment Contracts/Termination of Employment/Change-in Control Arrangements

The Executive Officers are regular employees of the Company and are remunerated with a compensation package (as
mentioned in the foregoing paragraph) corresponding to their position/rank as provided in their respective standard
engagement/employment contracts.

There are no special terms or compensatory plans or arrangements relative to the resignation, termination of
employment of such executive officers other than the ESOWN of the Company. However, such executive officer may
receive compensation if he qualifies under the terms and conditions of the Company’s retirement benefit plan.

Further, the Company has no change-in-control arrangements with its executive officers.

On 26 March 2016, three (3) executive officers were separated from the Company and were paid benefits as provided
in the Company’s retirement plan.

In September 2016, notices of separation were served to the employees and officers as part of the reorganization of
the Company and its subsidiaries. They will receive a separation package as provided under the law or the
Company’s retirement plan, whichever is higher, and ex gratia benefit as approved by the Compensation and
Remuneration Committee.

Warrants and Options Outstanding

On 13 August 2015, the Board of Directors of the Company approved the Terms and Conditions of its ESOWN
covering 250 million shares of the Company. In November 2015, the Company applied for, and was granted by the
SEC, exemption from the registration requirements of the Securities Regulation Code (SRC) of its ESOWN covering
32 million shares of the Company. In December 2015, an application for listing of the ESOWN covering 32 million
shares of the Company has been filed, and is pending, with the Philippine Stock Exchange.
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Item 7.

Independent Public Accountants

Sycip Gorres Velayo & Co. (SGV) is the external auditor of the Company. The Board of Directors of the Company,
upon the recommendation of its Audit and Risk Management Committee as provided in the Company’s Revised
Manual of Corporate Governance (Revised Manual) and in compliance with SRC Rule 68 (3)(b)(iv)(ix), has approved
the re-appointment of SGV as the external auditor of the Company for this audit period. The Company’s Audit and
Risk Management Committee is composed of Rex Ma. A. Mendoza, Chairman, Maria Rowena M. Tomeldan, and
Ricardo J. Romulo (resigned effective 14 November 2016), members.

Ms. Dhonabee Sefieres is the Partner-in-Charge assigned to handle the Company’s accounts for FY 2015-2016. Ms.
Sefieres replaced Ms. Alicia O. Lu, who served as the partner-in-charge for the Company for five (5) years or until FY
2014-2015; hence, the need to appoint a new partner. This is in accordance with the policy to change the external
auditor or rotate partner every five (5) years as provided in the Company’s Revised Manual. A two-year cooling off
period shall be observed in the re-engagement of the same signing partner or individual auditor. There has been no
resignation, dismissal or change in the external auditor of the Company for the past three (3) FYs. Neither was there
any disagreement with external auditor on matters relating to accounting principles or practices or financial disclosures
for the same period.

The representatives of SGV are expected to be present during the annual stockholders’ meeting of the Company.
They are not expected to make a statement but may do so if they so desire. The auditors are ready to answer
questions, if any, on the audited financial statements of the Company for the FYs ended 30 June 2015 and 30 June
2016.

The Company paid or accrued the following fees, including VAT, to its external auditor in the past two (2) years:

Audit and Audit-Related Fees:

2016 2015
Professional Fees P1,200,000.00 P2,488,536.00
Value Added Tax 144,000.00 298,624.32
Total Audit Fees P1,344,000.00 P2,787,160.32
The non-audit services fees:
2016 2015
Professional Fee- Tax Advisory P 225,000.00 -
Knowledge Transfer Workshop 650,000.00
(ESOWN Valuation)
Value Added Tax 105,000.00
Total Audit Fees P 980,000.00

The re-appointment of the SGV & Co. and the fixing of its remuneration will be presented to the stockholders for their
approval at the annual stockholders’ meeting.

C. ISSUANCE AND EXCHANGE OF SECURITIES

Item 9.

[tem 10.

[tem 11.

Authorization or Issuance of Securities Other than for Exchange

There are no matters or actions to be taken up with respect to authorization or issuance of securities.

Modification or Exchange of Securities

There are no matters or actions to be taken up for the modification of the Company’s securities or the issuance or
authorization for issuance of one (1) class of the Company’s securities in exchange for outstanding securities of
another class.

Financial and Other Information

The audited financial statements as of 30 June 2015 and 30 June 2016, SEC Form 17-Q for the quarter ending 30

September 2016, Management's Discussion and Analysis, Market Price of Shares and Dividends and other data
related to the Company’s financial information are attached hereto as Annex “B”. The Schedules required under Part
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[tem 12.

[tem 13.

IV(c) of Rule 68 are included in the Management Report attached to this Information Statement, and Annual Report
(SEC Form 17-A).

Mergers, Consolidations, Acquisitions and Similar Matters

There are no matters or actions to be taken up in the annual stockholders’ meeting with respect to merger,
consolidation, acquisition by sale, or liquidation of the Company.

Acquisition or Disposition of Property

There are no matters or actions to be taken up in the annual stockholders’ meeting with respect to acquisition or
disposition of any property by the Company.

Item 14. Restatement of Accounts

For this year, there is no restatement of accounts of prior years.

D. OTHER MATTERS

[tem 15.

Action with Respect to Reports

(1) The minutes of Special Stockholders’ Meeting (SSM) dated 20 October 2015 covering the following matters will be

[tem 16.

Item 17.

submitted for approval of the stockholders:

a. Approval of the Minutes of the ASM dated 2 December 2014;
b. Consideration and Approval of the Increase in POPI's Authorized Capital Stock from R2.4 hillion to R7.5 billion
divided into 7.5 billion common shares, and the ALI Subscription out of the said Increase in capital stock;
¢. Consideration and Approval of the following Amendments to the Company’s Articles of Incorporation —
1. Increase in Authorized Capital Stock from P2.4 billion to 7.5 billion; and
2. Increase in the Number of Directors from Seven (7) to Nine (9); and
d. Consideration and Approval of the Application for Listing of the ALI Subscription with the Philippine Stock
Exchange.

The annual report of Management for the FYs 2014-2015 and 2015-2016, including the Company’'s Audited
Consolidated Financial Statements for the FYs ended 30 June 2015 and 30 June 2016 will also be submitted for
approval of the stockholders.

Matters Not Required to be Submitted

There are no matters or actions to be taken up in the meeting that will not require the vote of the stockholders as of
the record date.

Amendment of Charter, Bylaws or Other Documents

The Board of Directors of the Company, at its special and regular meetings on March 15, 2016 and October 6, 2016,
respectively, approved the amendments of certain provisions of the Company’s By-Laws. These shall be submitted for
approval of the stockholders during the annual stockholders’ meeting.

i.  Change of the place of annual stockholders’ meeting from “municipality” to “city” where the principal office of the
Company is located and date of the annual stockholders’ meeting from “second Monday of November” to
“second Friday of April” (Section 1, Article Il)

“1. The Annual Meetings of the stockholders of this company shall be held in the city where the
principal office of the company is located on the second Friday of each year or if said be a holiday, on
the first working day hereafter.”

Rationale: The change in the place of stockholders’ meeting is to reflect the location of the Company’s office
which is in Makati City. The change in the date of the stockholders’ meeting date is due to the shift of the
Company from fiscal year to calendar year.

ii. Inclusion of Chief Operating Officer as officer of the Corporation (Sections 1 and 5, Article 1V)
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Section 1. The Officers of the Company shall consist of a Chairman of the Board, a Vice Chairman
of the Board, a President, one or more Vice Presidents, a Chief Operating Officer, a Chief Finance
Officer, a Treasurer and one or more assistant treasurers, a Secretary and one or more assistant
secretaries, and these officers shall be elected to hold office at the pleasure of the Board.

The Board may from time to time, appoint such other officers as it may determine to be necessary
or proper. Any two or more compatible positions may be held concurrently by the same person,
except that no one shall act as President and Treasurer, or Secretary at the same time.

Section 5. Chief Operating Officer. The Chief Operating Officer of the Corporation shall have the
following powers and duties;

(a) Direct, administer, and coordinate the internal operational activity of the Corporation in
accordance with the policies, goals and objectives developed and established by the
President;

Direct the development and installation of procedures and controls and to promote
communication and adequate information flow;

Develop and establish operating and personnel policies consistent with the President’s broad
policies and objectives and to ensure their adequate execution;

Participate in the development _and preparation of short-term and long-term plans and
budgets;

Appraise, evaluate and report the result of overall operations; and

Perform such other duties as are incident to his office or are entrusted to him by the Board of
Directors.

E

D

=
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Rationale: The Company will appoint an officer to handle the day-to-day operations of the Company.
iii. Inclusion of Chief Finance Officer as officer of the Corporation (Sections 1 and 10, Article IV)

Section 10. Chief Finance Officer. The Chief Finance Officer shall serve as the Controller and shall

have the following responsibilities:

(a) Have custody of all of the Corporation’s books of account, including oversight in the
maintenance of these books of account and records of all assets, liabilities and transactions of
the Corporation to ascertain accuracy and completeness;

(b) Render an annual statement showing the financial condition of the Corporation and such other
financial reports as the Board of Directors, or the President may, from time to time require;

(c) Prepare financial reports, statements, certifications and other documents which may, from
time to time, be required by government rules and regulations and to submit the same to the
proper government agencies; and

(d) Exercise such powers and duties as may from time to time be assigned to him by the Board of
Directors or by the President.

Rationale:  The Company will appoint an officer for effective management of the Company’s funds and
assets.

iv. Change of financial year from fiscal year to calendar year (Section 1, Art. V)

Section 1. The fiscal year of the Company shall commence with the opening of business on the
first day of January of each calendar year, and shall close on the last day of December of each
year.

Rationale:  The Company has to be aligned with the operating period of its parent company, ALl, to
facilitate consolidation of accounts.

v. Delegation of authority to the Board of Directors to amend the By-laws (Sec. 1, Art. VII)

Section 1. These By-laws may be amended, repealed or modified by the affirmative vote of the
stockholders owning or representing a majority of the outstanding capital stock and majority of the
Board of Directors at any reqular meeting or at any special meeting duly called for the purpose;
Provided however, that by the affirmative vote of the stockholders owning or representing at least
two-thirds (2/3) of the outstanding capital stock, the power and authority to amend or repeal these
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By-laws or adopt new By-laws may be delegated to the Board of Directors; Provided, finally, that
the delegation of such power and authority to the Board shall be considered as revoked whenever
stockholders owning or representing a majority of the outstanding capital stock shall so vote at a
reqular or special meeting called for the purpose.

Rationale: The delegation of authority will facilitate the amendment of the By-laws in the future.

The amendments on the date of the annual stockholders’ meeting and fiscal year are intended to align the
Company with the financial period of the parent company, ALI, and will facilitate the consolidation of
accounts and reports.  The appointment of a Chief Operating Officer and Chief Finance Officer is expected
to improve the operations of the Company. The delegation of authority to the directors to amend the By-
laws will facilitate amendment of the By-laws.

Item 18. Other Proposed Action

[tem 19.

1)

Except for items enumerated above, there are no other matters that will be presented to stockholders for their
approval during the meeting.

Voting Procedures
Vote required

The affirmative vote of stockholders representing at least 2/3 of the issued and outstanding capital stock is required for
the approval of the proposed amendment to the Section 1 Article VII of the By-Laws. The affirmative vote of at least a
majority of the issued and outstanding capital stock entitled to vote and represented at the annual stockholders’
meeting is required for approval of the other matters on the agenda of the meeting. The election of directors is by
plurality of votes.

Method by which votes will be counted

Each stockholder may vote in person or by proxy the number of shares of stock standing in his/her name on the books
of the Company. Each share represents one vote. During the meeting, voting for the approval/ratification of the
matters presented shall be by poll of votes. Upon registration at the annual stockholders’ meeting, each stockholder
will be given a ballot to enable him/her to vote in writing on each item or proposal in the Agenda. Nonetheless, each
stockholder may vote viva voce or by other means of communicating his/her approval or objection.

In the case of the election of directors, each stockholder may vote such number of shares for as many persons as
there are directors to be elected, or he/she may cumulate the aforesaid shares and give one nominee as many votes
as the number of directors to be elected multiplied by the number of his shares, or he/she may distribute them on the
same principle among as many nominees as he/she shall see fit; provided that, the whole number of votes cast by
him/her shall not exceed the number of shares owned by him/her multiplied by the total number of directors to be
elected.

Counting of votes shall be supervised by the Inspectors of Proxies and Ballots Committee of the Company. The
members of the Committee are Atty. June Vee D. Monteclaro-Navarro, Chairman, Ms. Rhodora Estrella B. Revilla and
Ms. Michelle Marie T. Valbuena.



Definitive Information Statement Pursuant to
Section 20 Securities Regulation Code
Prime Orion Philippines, Inc.

Page 13

Part Il
Solicitation Information

The Proxy Form (attached to this Information Statement and Management Report) is being solicited on behalf of Prime Orion
Philippines, Inc., in connection with its Annual Stockholders’ Meeting to be held on 13 January 2017. The soft copies of this
Information Statement (with the Management Report and AFS) shall be in compact disc (CD) form and distributed to the
Company’s stockholders of record as of record date. The Notice/Agenda and Proxy Form shall be printed on paper and
distributed together with the CDs containing the Information Statement. However, a stockholder may request for hard copies of
the Information Statement, and the Company shall provide the same free of charge.

The Proxy Form will be sent to the security holders for and on behalf of the Company. A stockholder who is unable to attend the
said meeting may submit a duly accomplished proxy form attached to this Information Statement in order that his vote (on
matters to be discussed during the meeting) will be counted. The Proxy Form must be signed, returned or filed with and
received at the office of the Company not later than one (1) week prior to the date of the meeting or on 4 January 2017, in time
for the validation of the proxies to be held not later than five (5) days before the meeting date. The validation of proxies has
been set on 6 January 2017 at 2:00 p.m. at 27/F Tower One and Exchange Plaza, Ayala Triangle, Ayala Avenue, Makati City.
The Inspectors of Proxies and Ballots Committee shall decide on all matters pertaining to the proxies received by the Company.

In case the Proxy Form is returned by the stockholder signed but without any other markings, the shares will be voted as
recommended by the Board of Directors on all matters to be considered at the meeting.

Revocability of the Proxy

The stockholder may revoke the proxy issued by him at any time prior to its use by the party who is thereby authorized to
exercise the same. The Company’s By-laws do not provide any formal procedure by which revocation shall be done. However,
no proxy in favor of a third person who is not a bona fide registered stockholder of the Registrant, and no proxy bearing a
signature which is not legally acknowledged, shall be recognized at any meeting unless such signature is known and recognized
by the Secretary of the meeting.

Persons Making the Solicitation

(@ The solicitation of proxies is being undertaken by the Company (through the Corporate Secretary and her staff) in order to
obtain the required quorum and the required vote to approve the subject matters to be taken up in the annual meeting. None of
the directors has informed the Company of any intention to oppose the matters to be taken up in the annual meeting.

(b)  In addition to ordinary mail, the Company in coordination with its stock and transfer agent, BDO, intends to utilize the
courier service of The Varied Services, Incorporated (TVSI) (with office at G/F Sison Mansion Building, 2631 Rockefeller St.
corner Batangas St., Makati City), to undertake the delivery and/or mailing of the Information Statement (including the proxy
form). Costs will be limited to the normal costs of such services.

(c) The cost of distributing this Information Statement and of soliciting the relevant proxies shall be borne by the Company. As
per TVSI, the distribution of the Information Statement will be subject to a stuffing fee of P3.00/pc. plus delivery charges. The
charges for delivery by messengerial service within Metro Manila (except Pateros, Valenzuela, part of Taguig and areas in
Muntinlupa beyond Ayala Alabang and Alabang proper) is P22.00/pc. (stuffing fee and delivery charges are subject to 12%
VAT). Courier service for Cavite area is about P175.00/pc. Delivery of mailers to the provinces (Luzon, Visayas. Mindanao) and
outside the Philippines will be through the postal service. Mailing costs (via ordinary mail) will include TVSI's stuffing/handling
fee of P10.00/pc. (plus 12% VAT) plus the postage fee for CDs as follows:

Area Weight of Mailer (grams) | Postage Fee /pc.
Local (Provincial) 21-50 P 45.00
Asian countries 21-50 160.00
Middle East & Pacific 21-50 165.00
Europe/North America/USA | 21-50 170.00

The Company, through the office of the Corporate Secretary, will follow-up on the proxies of the stockholders of the Company.
For practicality, the Company will focus on the top 20 stockholders of the Company. There will be random follow-ups with other
stockholders. Whenever possible, the Company (through its messengers) will directly pick up the duly accomplished Proxy
Forms from the stockholders. In some cases, stockholders may initially fax the Proxy Form and have the same picked up by the
Company; stockholders may also mail back the Proxy Form to the Company.
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UNDERTAKING

THE MANAGEMENT OF THE COMPANY UNDERTAKES TO PROVIDE TO ITS STOCKHOLDERS OF RECORD AS OF
RECORD DATE, UPON THEIR WRITTEN REQUEST, A COPY OF THE COMPANY'S ANNUAL REPORT OR SEC FORM 17-
A FREE OF CHARGE. COPIES OF THE EXHIBITS AND ATTACHMENTS THERETO MAY ALSO BE PROVIDED SUBJECT
TO THE PAYMENT OF REASONABLE CHARGES TO COVER PRODUCTION COSTS. ALL WRITTEN REQUESTS FOR
COPIEE OF THE ANNUAL REPORT AND EXHIBITS MAY BE ADDRESSED TO THE COMPANY'S CHIEF FINANCE
OFFICERICOMPLIANCE OFFICER, M5, RHODDRA ESTRELLA B. REVILLA, AT MIF LKG TOWER, BB01 AYALA
AVENUE, MAKATI CITY 1226,
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N PHILIFPIMES, INC.

JUNE YEE D. Hﬁ'HTECLAHﬂ-HM'AHRO
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Annex “A”

DIRECTORS AND KEY OFFICERS
(as of 31 October 2016)

The write-ups below include positions held as of 31 October 2016 and in the past five (5) years, and personal data as of 31
October 2016 of directors and executive officers.

Board of Directors:

Bernard Vincent O. Dy

Felipe U. Yap

Jose Emmanuel H. Jalandoni

Maria Rowena M. Tomeldan

Victor C. Say

Rex Ma. A. Mendoza

Ricardo J. Romulo (resigned effective 14 November 2016)

Bernard Vincent O. Dy, Filipino, 53, has been the Chairman of the Board of Directors of the Company since 24 February 2016.
He is the President & Chief Executive Officer of ALI, a publicly listed company. He is also the Chairman of the Board of
Directors of two other publicly listed companies namely: Cebu Holdings, Inc. and Cebu Property Ventures and Development
Corporation. His other significant positions include: Chairman of Ayala Property Management Corporation, Ayala Land
International Sales, Inc., Amicassa Process Solutions, Inc., Amaia Land Corporation, Avida Land Corp., Alveo Land Corp.,
Alviera Country Club, Inc., AyalaLand Commercial Reit, Inc., Lagdigan Land Corporation, Bellavita Land Corporation,
Avencosouth Corp., Ayagold Retailers, Inc., Station Square East Commercial Corporation, Aviana Development Corp., Cagayan
De Oro Gateway Corp., BGSouth Properties, Inc., BGNorth Properties, Inc., BGWest Properties, Inc., and Portico Land Corp.;
Vice Chairman of Ayala Greenfield Development Corporation; Chairman and President of Serendra, Inc. and; Director and
President of Bonifacio Land Corporation, Emerging City Holdings, Inc., Columbus Holdings, Inc. Berkshires Holdings, Inc., Fort
Bonifacio Development Corporation, Aurora Properties Incorporated, Vesta Property Holdings, Inc., Ceci Realty Inc., Alabang
Commercial Corporation, Accendo Commercial Corp., Hero Foundation Incorporated, Bonifacio Art Foundation,; Director of ALI-
Eton Property Development Corporation, Makati Development Corporation, Nuevocentro, Inc., Whiteknight Holdings, Inc.,
AyalaLand Medical Facilities Leasing, Inc., Alveo-Federal Land Communities, Inc., Philippine Integrated Energy Solutions, Inc.,;
Trustee of Ayala Foundation, Inc.; Member of Ayala Group Club, Inc.; and Treasurer of SIAL Specialty Retailers, Inc. and SIAL
CVS Retailers, Inc. Prior to being President & Chief Executive Officer, he was the Head of the Residential Business,
Commercial Business and Corporate Marketing and Sales of ALI. In 2015, he was inducted as member of the Advisory Council
of the National Advisory Group for the Police Transformation Development of the Philippine National Police. He earned a degree
of B.B.A Accountancy from the University of Notre Dame in 1985 and took his Master's Degree in Business Administration and
International Relations at the University of Chicago in 1997 and 1989, respectively

Felipe U. Yap, Filipino, 79, has been the Vice Chairman of the Board of Directors of the Company since 24 February 2016. He
was the Chairman of the Board of Directors of the Company from 2000 to February 2016 and the Vice Chairman of the Board of
Directors of the Company from 1993 to 2000. His other significant positions include: Chairman of the Board and Chief Executive
Officer of Lepanto Consolidated Mining Company (public listed company) and Manila Mining Corporation (public listed
company), Lepanto Investment and Development Corp., Diamant Boart Philippines, Inc., Diamond Drilling Corporation of the
Philippines, Far Southeast Gold Resources, Inc., and Shipside, Inc.; Chairman of the Board of Zeus Holdings Inc. (publicly
listed company), Kalayaan Copper-Gold Resources, Inc. and Yapster e-Conglomerate; and Director of Manila Peninsula Hotel,
Inc., Philippine Associated Smelting & Refining Corp., FLT Prime Insurance Corporation, Orion Land Inc. and Tutuban
Properties, Inc. He graduated with a degree in B.A. Philosophy from the University of San Carlos in Cebu. He has extensive
experience in the mining industry. He served as Chairman of the PSE Board of Governors from 2000 to 2002.

Jose Emmanuel H. Jalandoni, Filipino, 49, has been a Director and the President of Company since February 24, 2016. He is
a Senior Vice President and member of the Management Committee of Ayala Land, Inc. He is the Group Head of ALl's
commercial businesses including malls, offices, hotels, resorts and ALI Capital. He is also a director of Cebu Holdings, Inc., a
publicly listed company. His other significant positions include: Chairman of AyalaLand Offices, AyalaLand Hotels and Resorts
Corporation, Ten Knots Philippines, Inc., Ten Knots Development Corporation, Laguna Technopark, Inc., Arvo Commercial
Corporation, Central Block Developers, Inc; Arca South Terminal Inc., ALI Commercial Center, Inc., Bacuit Bay Development
Corp., Chirica Resorts Corporation, Asterion Technopod Incorporated and a humber of hotel companies of ALI. He is also the
Chairman of Tutuban Properties, Inc. and Orion Land, Inc.. He is also a director of OCLP Holdings, Inc., North Triangle Depot
Commercial Corporation, Alabang Commercial Corporation, Station Square East Commercial Corporation, Accendo Commercial
Corporation, Pangulasian Island Resort Corp., Integrated Eco-Resort, Inc., Paragua Eco-Resort Ventures, Inc., Sicogon Town
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Hotel, Inc., Lio Resort Ventures Inc., North Liberty Resort Ventures Inc., Philippine Integrated Energy Solutions, Inc., ALI-Eton
Property Development Corporation, and Philippine FamilyMart CVS, Inc. He joined ALI in 1996 and held various positions in the
company. He graduated with a degree of Bachelor of Science in Legal Management from Ateneo de Manila University in 1989.
He earned his Master's Degree in Business Administration from Asian Institute of Management in 1992. He is a Chartered
Financial Analyst.

Maria Rowena Victoria M. Tomeldan, Filipino, 55, has been a director of the Company since February 26, 2016. She is the
Vice President and Head of Ayala Malls Group, Ayala Land, Inc . She is also the President of Laguna TechnoPark, Inc (LTI), an
industrial park owned and operated by Ayala Land, Inc. and Mitsubishi Corporation; presently in charge of all industrial park
developments of Ayala Land. Her other significant positions include: Chairman and President of Ayalaland Malls Synergies, Inc.,
Orion Property Development, Inc., Orion | Holdings Philippines, Inc., Lepanto Ceramics, Inc, Orion Maxis, Inc., Orion Solutions,
Inc., FLT Prime Insurance Corporation, Orion Beverage Inc., ZHI Holdings, Inc., Luck Hock Venture Holdings, Inc.; Chairman of
the Board of Directors of Ayala Land Malls, Inc. (formerly Solerte), Primavera Towncentre, Inc., Ayala Theatres Management,
Inc., Five Star Cinema, Inc., Leisure and Allied Industries Phils., Inc., Cavite Commercial Town Centre Inc., Subic Bay Town
Center, Inc., South Innovative Theatre Management, Inc., and North Beacon Commercial Corporation, Westview Commercial
Ventures Corporation, North Ventures Commercial Corporation; Vice Chairman of the Board of Directors of Lagoon
Development Corporation, AyalaLand Metro North, Inc.; Director of Bonifacio Global City Estate Association, ALI-ClI
Development Corporation, Alabang Commercial Corporation and Asterion Technopod Incorporated; President of ALl
Commercial Center Inc., Soltea Commercial Corp, Cagayan De Oro Gateway Corporation, Station Square East Commercial
Corporation, North Triangle Depot Commercial Corporation, Laguna Technopark, Inc., Ecozone Power Management, Inc., Arvo
Commercial Corporation, Summerhill Commercial Ventures Corp., Tutuban Properties, Inc.. TPI Holdings Corp.; Executive Vice
President of Accendo Commercial Corporation; AyalaLand Malls VisMin, Inc. and Governor of the Ayala Center Estate
Association, Inc. Presently, she is a board member of the International Council of Shopping Centers (ICSC) - Asia Advisory
Board and is a 2015 ICSC Trustees Distinguished Service Awardee. She was a cum laude graduate of Bachelor of Arts in
Economics from the University of the Philippines in 1983 and earned her Masters in Business Administration (MBA) degree from
the same university in 1988. She finished the Executive Development Program at the Aresty Institute of Executive Education in
Wharton University, Pennsylvania, USA in 2005.

Victor C. Say, Filipino, 71, has been a Director of the Company since 1989. He served as an independent director of the
Company from 2009 to 24 February 2016. His other significant positions include: Chairman of the Board of Onetree Holdings,
Inc.; and Director of SEATO Trading Co., Inc., San Juan Enterprises, Inc., Kolin Philippines, Inc., Seven of Us Foods, Inc., and
Laview Security Phils., Inc. He is a holder of a degree in Business Administration, major in Management from Mapua University.
He has extensive business experience having worked in securities broker firms and many companies. He was a member of the
Board of the then Manila Stock Exchange.

Ricardo J. Romulo, Filipino, 83, served as an independent director of the Company from 2002 to November 14, 2016. His
other significant positions include: Senior Partner at Romulo Mabanta Buenaventura Sayoc & De Los Angeles Law Offices;
Chairman and President of Towers Watson Philippines, Inc.; Chairman of the Board of Cebu Air, Inc., (publicly listed company),
FPG Insurance Co., Inc., Sime Darby Pilipinas, Inc., and Interphil Laboratories, Inc.; Director of BASF Philippines, Inc.; Honda
Philippines, Inc., Maersk-Filipinas, Inc., MCC Transport Philippines, Inc., Zuellig Pharma Corporation and JG Summit Holdings,
Inc. (publicly listed company); and Director/Corporate Secretary and Johnson & Johnson (Phils.), Inc. He is a graduate of
Harvard Law School in the United States. He has extensive experience in law and business.

Rex Ma. A. Mendoza, Filipino, 54, has been an Independent Director of the Company since February 26, 2016. He is the
founder and Managing Director of Rampver Financials, a financial services firm and the leading non-bank mutual funds
distributor in the country. He currently serves as an Independent Director of Globe Telecom, Inc. (publicly listed company), and
a Director of The Freeport Area of Bataan, Esquire Financing, Inc., Seven Tall Trees Events, Inc., and the Cullinan Group. He
was previously the Senior Adviser to the AIA Group CEO for Marketing and Distribution. AIA Group Limited is the leading Pan-
Asian insurance company and is the parent firm of the Philippine American Life and General Insurance Company (PhilamLife).
Prior to this position, he was the President and Chief Executive Officer of Philam Life, Chairman of The Philam Foundation, Inc.
and Vice Chairman of BPI Philam Life Assurance Company. Prior to rejoining Philam Life, he was Senior Vice President and
Chief Marketing and Sales Officer of Ayala Land, Inc. He was also Chairman of Ayala Land International Sales, Inc., President
of Ayala Land Sales, Inc., and Avida Sales Corporation. He earned his Master's Degree in Business Management with
distinction from the Asian Institute of Management in 1986 and was one of the 10 Outstanding Graduates of his batch at the
University of the Philippines where he obtained a BSBA degree with a double major in marketing and finance in 1983. He was
awarded Most Distinguished Alumnus of the University of the Philippines’ Cesar E.A. Virata School of Business last December
2013. He is also a fellow with distinction at the Life Management Institute of Atlanta, Georgia, USA, a Registered Financial
Planner and a four-time member of the Million Dollar Round Table. Mr. Mendoza was a professor of Marketing and
Computational Finance at the De La Salle University Graduate School of Business. He taught strategic marketing, services
marketing and services strategy. He has served as Chairman of the Marketing Department and was awarded as one of the
University’s most outstanding professors.
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Nominees to the Board of Directors for election at the stockholders’ meeting:

All incumbent directors, except Atty. Ricardo J. Romulo, and the following individuals:

Ruby P. Chiong, Filipino, 50, has been the Treasurer of the Company since 24 February 2016. She is the Chief Finance
Officer of Ayala Land Inc.'s Commercial Business Group. Her other positions include: Director and Treasurer of ALI Commercial
Center, Inc., Ayalaland Offices, Inc., North Triangle Depot Commercial Corporation, Leisure and Allied Philippines, Inc., Ten
Knots Development Corporation, Ayala Theatres Management, Inc., Laguna Technopark, Inc., Direct Powers Services, Inc.,
Ecozone Power Management, Inc., FLT Prime Insurance Corporation; Director and Vice President of ALI Capital Corp.; Director
of Ayalaland Hotels and Resorts Corp, Ayalaland Malls, Inc.; Treasurer of Alabang Commercial Corporation, Station Square
East Commercial Corporation. Prior to being Chief Finance Officer in ALI, she was an Associate Director of Corporate Strategy
at Ayala Corporation. She earned a degree of BS in Business Administration and Accountancy from the University of the
Philippines, Diliman in 1987 and took her Master’s Degree in Management at the Asian Institute of Management in 1996.

Tsang Cho Tai (Allan Tsang), British, 66, is currently a non-executive director of Lam Soon (Hong Kong) Limited, a company
listed on the Main Board of the Hong Kong Stock Exchange (HKSE). He was the General Manger, Business Planning of Guoco
Management Company Limited, a wholly-owned subsidiary of Guoco Group Limited (GGL) (listed on the Main Board of the
HKSE) and Chief Financial Officer of GGL. He was a director of Guoco Assets (Philippines), Inc. and Pepsi-Cola Products
Philippines, Inc. He is a fellow member of the Association of Chartered Certified Accountants and the Hong Kong Institute of
Certified Public Accountants as well as associate member of the Institute of Chartered Accountants in England and Wales.

Nathanael C. Go, Filipino, 41, is President of United Harvest Corporation, Mighty and Strong (MAS) Food Corporation and
United Chemicals Technology Corporation. He is a Director of Ping-An United Resources (H.K.) Ltd., of Hong Kong. Mr.
Nathanael C. Go obtained his Bachelor's degree in Development Studies in Atene de Manila University. He has a Bachelor of
Science degree in Foreign Service, major in International Politics from Georgetown University, Washington D.C. and graduated
magna cum laude, Phi Beta Kappa. He holds a Master of Arts in International Political Economy from the University of Warwick,
Coventry, United Kingdom as a British Chevening scholar. He was Manager, Public Affairs Practice at Burson-Marstellar at
Beijing, China. He worked in the Policy and Strategy Office of the National Security Council of the Republic of the Philippines.

Renato O. Marzan, Filipino, 67, is currently the Chairman of the Board of Directors of UBS Securities Philippines, Inc. (USPI), a
wholly owned subsidiary of UBS AG. He has been an independent director of the USPI since May 2010. In 2011, he served as a
member of the Board of Directors of the Zamboanga Economic Zone Authority. He was with the Ayala Group of Companies,
from February 1978 to December 2008. At the time of his retirement from Ayala Corporation on December 31, 2008, he was the
General Counsel, Managing Director and the Group Head of the Corporate Governance and Legal Affairs group. In such
capacity, he exercised direct supervision and oversight over the Legal Division, Office of the Corporate Secretary, the
Compliance Unit and the Internal Audit of the Corporation. He played a pivotal role in the adoption and implementation of the
principles and best practices of good corporate governance in the Ayala group of companies. It was during his watch that the
Ayala publicly listed companies were recognized by different organizations/institutions, local and foreign, as “best” in corporate
governance. During his career in Ayala, he served as a director and corporate secretary of a number of companies within the
Ayala Group. He graduated magna cum laude with a degree of Bachelor of Arts major in Philosophy in 1969, and cum laude
with a degree of Bachelor of Laws in 1973, both from San Beda College. Prior to joining Ayala in 1978, he joined the law firm of
CJ Valdes and Associates.

Management/Key Executive Officers

Jose Emmanuel H. Jalandoni* President

Ruby P. Chiong** Treasurer

Rhodora Estrella B. Revilla Chief Finance Officer/Compliance Officer
June Vee D. Monteclaro-Navarro Corporate Secretary

Nimfa Ambrosia L. Perez-Paras Assistant Corporate Secretary

*member of the Board of Directors
** nominee to the Board of Directors

Rhodora Estrella B. Revilla, Filipino, 43, has served as the Chief Finance Officer and Compliance Officer of the Company
since 24 February 2016. She is a Chief Finance Officer of Ayala Land Inc.'s Ayala Malls Group. Her other positions include:
Treasurer of Ayalaland Malls Inc., Ayalaland Malls VisMin, Inc., and Ayalaland Malls NorthEast, Inc., Director and CFO of FLT
Prime Insurance Corporation, Lepanto Ceramics Inc., Orion Property Development Inc., and Orion Land Inc., and Chief Finance
Officer of Cavite Commercial Towncenter Inc., North Ventures Commercial Corp., Subic Bay Town Center Inc., Westview
Commercial Ventures Corp., Summerhill Commercial Ventures Corp., Arvo Commercial Corporation, Ayalaland Metro North
Inc., Soltea Commercial Corp., Primavera Towncenter Inc., and Tutuban Properties Inc. She joined ALI in 2007 and held various
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Finance positions in the company. She graduated with a degree in Bachelor of Science in Accountancy from Ateneo de Naga
University in 1994. She is a Certified Public Accountant.

June Vee D. Monteclaro-Navarro, Filipino, 45, has served as the Corporate Secretary of the Company since 24 February
2016. She is an Assistant Corporate Secretary and the General Counsel of Ayala Land, Inc. She is a Director (management
position) and Corporate Secretary of AG Counselors Corporation. Currently, she holds the position of Director of Ayalaland
Commercial Reit, Inc.; Corporate Secretary of Alveo Land Corp., Avida Land Corp., ALI-Eton Property Development
Corporation, Cebu Holdings, Inc., and Cebu Property Ventures and Development Corporation. Prior to joining ALI in 2007, she
was a Senior Associate at SyCip Salazar Hernandez & Gatmaitan. She earned her Bachelor of Laws degree from the University
of the Philippines in 1997.

Nimfa Ambrosia L. Perez-Paras, Filipino, 50, has served as the Assistant Corporate Secretary of the Company since 24
February 2016. She is a Senior Counsel of Ayala Group Legal. She is the Assistant Corporate Secretary of listed companies
namely: Ayala Land, Inc., Cebu Holdings, Inc. and Cebu Property Ventures and Development Corporation. She handles various
corporate secretarial functions for affiliates of the Company and for a number of companies within the Ayala Group. She was the
Assistant Corporate Secretary of Integrated Micro-Electronics, Inc. from April 2014 to April 2015. Prior to joining Ayala Group
Legal in February 2014, she was a State Counsel at the Department of Justice. She also worked at the Regional Trial Courts of
Makati and Quezon City. In the private sector, she worked as Legal Counsel for Coca-Cola Bottlers Philippines, Inc., RFM
Corporation, and Roasters Philippines, Inc. She graduated with a Bachelor of Laws degree from Manuel L. Quezon School of
Law in 1990.



Annex B
PRIME ORION PHILIPPINES, INC.
Management Report
FY 2015/2016
(includes audited financial statements for the FYs ended 30 June 2016 and 30 June 2015 and SEC Form 17-Q for the
quarter ending 30 September 2016)

PART | - BUSINESS AND GENERAL INFORMATION
Item 1. Business
A Business Development

Prime Orion Philippines, Inc. (POPI/Company/issuer), originally registered as Philippine Orion Properties, Inc., was
incorporated in 1989 as an investment holding company. The exchange of shares of the Company with First Lepanto
Corporation (FLC) paved the way for the entry of the Guoco Group of Hong Kong [through its affiliate, Guoco Assets
(Philippines), Inc. (GAPI)] as principal shareholder of the Company. Consequently, in 1994, the Company was renamed
Guoco Holdings (Philippines), Inc. (GHPI).  (Guoco Group is a regional conglomerate with operations in Singapore,
Malaysia, Indonesia, Hong Kong and the United Kingdom, engaged in the businesses of real estate, manufacturing and
financial services).

In October 2001, GAPI and GHPI mutually agreed to terminate their Management Contract to enable GHPI to better position
itself in the Philippines and capitalize on the local conditions existing at that time. Consequently, on 4 January 2002, GHPI
changed its name to Prime Orion Philippines, Inc..

At present, POPI has interests in real estate and property development, leasing of warehouses and non-life insurance, with
the following intermediate holding companies:

(i) Orion Land Inc., organized in 1996, with authority to purchase, own, hold, lease and dispose of real
properties;

(if) Orion | Holdings Philippines, Inc., organized in 1993, with authority to acquire, hold, own and use for
investment or otherwise, to sell, assign and deal in any and all properties, of every kind and description; and

(iii) OE Holdings, Inc., organized in 1993, with authority to engage in investment holding activities.

On 24 February 2016, POPI entered into a Deed of Subscription with Ayala Land, Inc. (ALI) whereby ALl agreed to
subscribe to 2.4 billion shares of stock of POPI at the price of P5.625 billion, from the increase in POPI's authorized capital
stock from P2.4 billion to P7.5 billion. On 4 July 2016, the Securities and Exchange Commission approved POPI’s increase
in its authorized capital stock from P2.4 billion to P7.5 billion divided into 7.5 billion common shares, with par value of P1.00
per share.  Of the ALl Subscription of 2.5 billion shares (equivalent to 51.06% of the total outstanding stock of the
Company), P1.406 billion has been paid, the balance to be paid upon completion of certain conditions.

B. Business of Issuer

(i) Principal Products and Services

Orion Land Inc. (OLI)

. Tutuban Properties, Inc. (TPI), a wholly-owned subsidiary of OLI, organized in 1990, holds the lease and
development rights over a 20-hectare market district in downtown Divisoria, the country’s oldest and biggest
trading district.  On the property sits the Tutuban Center (the “Center”), an integrated wholesale and retail
complex recognized as the premier shopper's bargain district in the Philippines. On 22 December 2009,
TPI renewed its Contract of Lease with the Philippine National Railways (PNR) for another 25 years (5 September
2014 to 2039). In November 2012, TPI completed the Orion Hotel, a 41-room hotel, located at the third floor of
TPI's Prime Block Building. In line with the reorganization of TPI, the operations of the hotel and café were
discontinued effective 9 October 2016.

On 1 April 2015, TPI entered into a Memorandum of Understanding with the Department of Transportation and
Communications (DOTC) and the PNR whereby the parties agreed to cooperate for the finalization and completion
of the plans for DOTC’s North South Railway Project (NSRP) within a period of six months. Discussions on the
NSRP among DOTC, PNR and TPI are ongoing.

At present, TPI is reorganizing its operations to revitalize the Center. The Center is currently undergoing an
upgrade of its buildings and facilities which includes repainting of building exterior, installation of a new
airconditioning system, refurbishment of the food court and reconfiguration of its stalls and Night Market
operations.
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TPI Holdings Corporation (THC), organized in 2005 as a wholly-owned subsidiary of TPI, holds the titles to certain
parcels of land in Calamba, Laguna. On 18 August 2015, THC entered into a Memorandum of Agreement for the
sale of the said properties to a third party.

Orion Property Development, Inc. (OPDI), another wholly-owned subsidiary, organized in 1993, handles property
acquisition and horizontal development. Its present landholdings include: (i) about 31 hectares raw land in Kay-
Anlog, Laguna (including those with pending Contracts to Sell); (i) about 17 residential lots in The Homelands
Subdivision in Calamba, Laguna, with a total area of about 2,682 sqm. and ridge area, with an area of 21,148
sqm.; (iii) Trellis Pocket Centre, a 747-sqm. commercial project located along National Highway, Calamba; (iv)
additional 7,418 sgqm. property known as the MARFA area at the back of The Homelands offered for sale and
marketed as premier section of The Homelands; (v) industrial lot at Phase Ill of the Homelands, with an area of
31,087 sqm. and (vi) 58,800 sqm. property in San Vicente, Palawan.

Effective 1 July 2013, OMI Land Title Services Division (OMI Titling) of Orion Maxis Inc. (OMI) was transferred to
OPDI. OMI Titling offers land titling services (such as title transfer, reconstitution of lost title, land verification and
survey, real property tax assessment and payment, etc.). In line with the reorganization of the companies under
POPI the operations of OMI Titling was discontinued effective 9 October 2016.

As of 18 August 2015, about 31.61 hectares of the Sto. Tomas, Batangas property (owned by OPDI and THC)
(including the 18 hectares subject of a previous agreement with a third party) have been sold.

In June 2016, OPDI sold its 639-sgm. property (with building) in J.P. Rizal St., Makati City.

Orion | Holdings Philippines, Inc. (OIHPI)

Lepanto Ceramics, Inc. (LCI), a wholly-owned subsidiary, is engaged in the manufacture of ceramic floor and wall
tiles under the brand name Lepanto. However, LCI has ceased tile production in mid-November 2012 and is at
present engaged in the lease of its warehouses. On September 2, 2016, the BOD approved the change in primary
purpose of the LCI from tile manufacturing to leasing of warehouses and change of corporation’s name to
“Lepanto Development Corporation”, and will file for amendment of its Articles of Incorporation. LCI will focus on
the remaining assets of the company.

OE Holdings, Inc. (OEHI)

OMI, a wholly-owned subsidiary of OEHI, is engaged in the business of establishing, developing and providing
management and logistical infrastructure service and market incentive systems solutions, and other allied
businesses and services. Appointed as the sales and marketing arm of LCI in 2008, OMI handled the distribution
of Lepanto tiles.

In 2014, OMI was appointed as distributor of San Marco Paints, a leading decorative paint brand from Italy for
finishing walls and ceilings, as well as exterior and interior basic paints for all types of construction projects. In line
with the reorganization of the companies under POPI the operations of OMI was discontinued effective 9 October
2016.

Other subsidiaries/affiliates of POPI include:

FLT Prime Insurance Corporation (FPIC)

FPIC, a 78.77%-owned subsidiary of POPI, was incorporated in 1977, and operates as a non-life insurance
company. It offers wide range of insurance products/lines such as fire, marine cargo, motor car, bonds, accident &
health, miscellaneous casualty, engineering and business care.

Orion Solutions, Inc. (OSI)

OSI, a 100%-owned subsidiary, is engaged in the business of providing business software solutions and
management/information technology (IT) consultancy services to individuals and corporations.  OSl is the IT
subsidiary of the POPI Group and is an authorized Reseller in the Philippines of the Enterprise Retail Planning
Software Solution, Epicor, which is focused on sales and distribution for wholesale and retail, finance and discrete
manufacturing.

In line with the reorganization of the companies under POPI the operations of OSI was discontinued effective 9
October 2016.
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. BIB Aurora Insurance Brokers, Inc. (BAIBI)

BAIBI, organized in 1960, a 20%-owned affiliate, is in the business of insurance brokering. Due to poor market
conditions, BAIBI suspended its operations in 2002.

Based on the Company’s Consolidated Statement of Income (Loss) for the past year, the contributions of the above
subsidiaries (on a per type of business basis) to the Company’s consolidated Net Income are as follows:

Parent Company (holding company) 2,107.35%

Real estate and property development -1,189.44%

Financial Services -448.98%

Manufacturing -220.00%

Others -148.93%
Total 100%

(i) Percentage of Sales Contributed by Foreign Sales

The target market for products of the Company and its subsidiaries is the domestic market. It has no foreign sales.

(iii) Distribution Methods

Selling of real estate by OPDI is made either through: (i) direct selling to individual or corporate buyers, or (i) brokers. LCI's
remaining inventory of Lepanto tiles are sold through the factory outlet at the LCI plant. Insurance products of FPIC are sold
through direct selling or marketing by FPIC’s individual/ corporate agents, branches, brokers and partners.

OMI Titling promotes its land titling services by joining trade fairs, direct advertising through flyers/brochures and service
agreements with banks and land developers. OMI promotes and sells San Marco Paints through direct selling to, and/or tie-
ups with, architects, contractors and developers.

OSI products are sold through direct selling.

Effective 9 October 2016, operations of OSI, OMI and OMI Titling were discontinued.

(iv) New Products or Services

The Company has no new products or services.

(v) Competition

The Company competes with other investment holding companies in the Philippines in terms of investment prospects.

The Company’s core businesses continue to compete in their respective industries. However, competition is kept basically
on a domestic level. The Company’s core businesses are as follows:

1. With the suspension of tile production in 2012, LCI sells only its remaining inventories. With the shift of LCI into
leasing of its warehouses, LCI faces competition from other lessors of warehouses.

2. TPI operates the Center in Manila, known as the premier bargain center in the country. Its competitors include
other mall operators/lessors in the Divisoria area and within Metro Manila. TPI's Night Market operations continue
to draw customer traffic. TPl  capitalizes on advertising and promotional campaigns to enhance customer
awareness about the Center.

TPI has a 41-room Orion Hotel located at the third floor of Prime Block Building, to cater to traders and shoppers
of the Center. The Orion Hotel competes with other hotels in the Divisoria district. Effective 9 October 2016, hotel
and café operations were discontinued.

3. FPIC competes with other non-life insurance companies. Aside from its head office in Makati, FPIC maintains
branches in Metro Manila, specifically, in Caloocan and Alabang (until end October 2016), and key cities in the
provinces of Cebu, Bacolod, Baguio and Davao, to expand its customer base and improve its market share. To
remain competitive, FPIC continues to develop diverse and customized products which cater to the unique needs
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of its target market- the retail market, and to improve its existing products and services to its customers. Its
primary focus is on lines with high premium retention such as motor car, personal accident and residential
accounts.

4, OMI competes with distributors of other paint distributors and importers. OMI operations was discontinued
effective 9 October 2016.

5. OPDI faces competition with other land developers; while OMI Titling competes with other land title management
service providers. OMI Titling operations was discontinued effective 9 October 2016.

6. OSI competitors are other sellers of business solution software.  OSI operations was discontinued effective 9
October 2016.

(vi) Purchases of Raw Materials and Supplies

The Company’s supplies are purchased on a competitive basis from many different sources and are readily available locally.
(vii) Customers

POPI has a broad market base for its numerous product lines and is not dependent on a single customer or group of
customers.

For its real estate and property development operations, TPI's customers include wholesalers, retailers and mall shoppers.
OPDI's customers include middle to high-income home buyers as well as real estate investors and developers. OMI Land
Titling’s customers include banks and individuals who require services related to land titling. OMI offers its products to
architects, developers and contractors as well as institutional end users of paints.

With the suspension of tile production in 2012, LCI's customers are mainly lessees of warehouses.

FPIC has non-life insurance products which cater to a variety of customers, individuals and corporations.

0SI offers its software business solution products (Epicor) and services to various corporations such as those engaged in
sales and distribution for wholesale and retail, finance and discrete manufacturing.

(viii) Transactions with and/or Dependence on Related Parties

The Company has limited transactions and/or dependence on its shareholders and/or related parties in view of existing laws
on disclosure and/or requirement for prior approval of appropriate government agencies.

(ix) Franchise
The Company’s products are not covered by any franchise.

(x) Government Approvals for Principal Services

The following subsidiary/affiliate of the Company have been granted the necessary government approvals for their
operations:

On 29 August 1980, BAIBI, a 20%-owned affiliate, was granted a license by the Insurance Commission (IC) to operate as an
insurance broker. BAIBI's broking license has not been renewed as it has not resumed operations.

On 9 March 1977, FPIC, a 78.77%-owned subsidiary, was also granted a license by the IC to operate as a non-life
insurance company, which license is renewed annually. The IC has extended the license of FPIC up to 31 December 2018,
subject to its compliance with the net worth and risk based capital ratio of the IC.

(xi) Effect of Existing or Probable Governmental Requlations

Governmental regulations expected to materially affect the operations or business of POPI and certain of its subsidiaries are
as follows:

a) OnFPIC
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Under Republic Act No. 10607 (An Act Strengthening the Insurance and Further Amending Presidential Decree No.
612, otherwise known as “Insurance Code”) which took effect on 20 September 2013, existing domestic non-life
insurance companies are required to have a net worth of P250 million by 30 June 2013, which will be increased every
three years as follows: P550 million by end of 2016, P900 million by end of 2019 and P1.3 billion by end of 2022. The
increase in net worth will coincide with the issuance of the Certificate of Authority or license of the insurance company
which shall be renewable every three (3) years. FPIC has complied with the P250 million paid-up capital requirement
through the issuance of common and preferred shares of stock. It has further increased its paid-up capital to P320
million in February 2016.

b) OnTPI
Government approval on any proposed increase in the prices of electricity and water will have a material adverse
impact on the operations of TPI as it will directly increase utilities and overhead expenses (including Common Usage

Service Area expenses).

(xii) Research and Development Activities

There are no research and development activities undertaken by the Company or its other subsidiaries.

(xiii) Costs and Effects of Compliance with Environmental Laws

Operations may be affected in the coming years with the implementation of R.A. 8749 and other environmental laws.
Compliance with such environmental laws may entail additional investments and/or upgrades in facilities of TPI.

(xiv) Employees

As of 30 June 2016, the employees of POPI are as follows:

Executives -2
Managers -9
Supervisors* - 16 *performs various clerical and administrative functions
Rank & File - 8
Total 35

The said employees have been seconded by POPI to its subsidiaries.

The Company has no workers’ union. However, the Company’s subsidiaries, FPIC and LCI, have workers’ unions, although
almost all rank and file workers have left LCI in 2012. FPIC’s new CBA was signed on 9 October 2015 and shall be effective
for five years starting on 1 April 2015.

In line with the reorganization of POPI, the employees were offered redundancy package and separated by end of October
2016. The restructuring of the organization will allow POPI to focus on its core business which is real estate. Employees of
subsidiaries such as OMI, OSI and OMI Titling will be separated as a consequence of the closing of operations. The
remaining employees of LCI will be separated as part of reorganization of LCI. The employees of TPI have also been
served separation notice on account of (1) cessation of operations of hotel and café business and (2) implementation of new
processes and systems aligned with its plan to revitalize the Center.

Item 2. Properties

The operations of the Company and most of its subsidiaries are conducted at the 20/F LKG Tower, 6801 Ayala Avenue,
Makati City. The Company and its subsidiaries (TPI, OSI and OMI) lease an office (with a total area of 557.04 sqm.) at
the rate of P907.17 per sqm (VAT inclusive), with a lease term until 14 April 2016, which was extended to until 31
December 2016. The Company has extended the lease of its office until 31 December 2017 at the same rate but with a
reduced area of 410.79 sqm..

LCl's office and plant sit on a 14.28-hectare property in Calamba, Laguna. TPI holds office at the 2nd Floor of Centermall
Building of the Center at C.M. Recto Ave., Manila. FPIC’s Head Office leases the 16t floor of Pearlbank Centre located at
146 Valero St., Salcedo Village, Makati City, while its branches lease office spaces in Caloocan, Davao City, Bacolod,
Baguio and Cebu. FPIC'’s lease of its Alabang office has expired and was not renewed.
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Other properties of the Company and its subsidiaries include: (i) a 232.98 sqm. condominium unit at Eurovilla Ill at Valero
St., Makati City; and (ii) Tutuban Center (comprised of Prime Block Mall, Cluster Building 2, Centermall | and I,
Robinsons’ Supermarket and Department Store building and Parking Tower), with gross leasable area of about 60,000
square meters. The Center sits on about 8.5 hectares (has.) (out of about 20 has. of real property owned by the PNR and
covered by the lease of TPI). The area previously occupied by Cluster Building 1 which was gutted by fire in 2012, is
being used as a parking area for now.

The lease of TPI with the PNR was renewed last 22 December 2009 for another 25 years (5 September 2014 to 4
September 2039). The Renewal of Contract of Lease (starting 2014) provides for an expanded leased area (land use),
which would include: (a) Phase I- existing 8.5 has.; (b) Phase IIA- approximately 5.8 has. (for land use); and (c) Phase IIB-
approximately 5.8 has. (air rights).

As of October 2016, PNR has turned over to TPI the following additional areas: (1) about 3.8 hectares of Phase IIA (land
use), and (2) about 5.7 hectares of Phase IIB (air rights).

OPDI, which handles property acquisition and horizontal development, has the following properties/projects: ((a) about 31
hectares raw land in Kay-Anlog, Laguna (including those with pending Contracts to Sell); (b) about 17 residential lots in The
Homelands Subdivision in Calamba, Laguna, with a total area of about 2,682 sqm., and ridge area, with an area of 21,148
sqm.; (c) Trellis Pocket Centre, a 747-sgm. commercial project located along National Highway, Calamba; (d) additional
7,418 sgm. property known as the MARFA area at the back of The Homelands, marketed as the premier section of The
Homelands Subdivision; (e) a 49.85 sgm. condominium unit at Makati Prime Tower (subject to notice of lis pendens
registered by the property owner, Prime Tower Property Group, Inc., in connection with its case against its contractor, Titan-
Ikeda Construction and Development Corporation), (f) a 31,087 sqm. industrial lot at Phase Ill of The Homelands; and (g) a
58,800 sqm. property in San Vicente, Palawan.

This fiscal year, the Company and its subsidiaries, OPDI and THC, sold some of its real properties. In August 2015, OPDI
and THC sold its 33-has. property in Sto. Tomas, Batangas (including the portion subject of previous agreement with a third
party). At present, THC's remaining property in Sto. Tomas, Batangas is a 1,095 sqm. property.

On 7 September 2015, the Company sold its 10,747-sqm. property in Mandaue City.

In June 2016, OPDI sold its 639-sqm. land (with building) in J.P. Rizal, Makati City.

Item 3. Legal Proceedings

a. “Lavine Loungewear vs. First Lepanto-Taisho Insurance Corp. (now FPIC), et. al.”
Civil Case No. 68287
G.R. No. 197219/ CA GR CV No. 90499

A complaint for sum of money (representing insurance proceeds) with issuance of Temporary Restraining Order (TRO)
and Injunction was filed on 24 January 2001 with the Pasig Regional Trial  Court (RTC)-Branch 71, against the Company’s
subsidiary, FPIC, by its insured, Lavine Loungewear Mfg. Inc. (Lavine). Prior to the filing of the suit, there was an intra-
corporate dispute between two groups of stockholders of Lavine, each group claiming to be the owner of Lavine and
therefore entitled to receive the insurance proceeds. Since FPIC could not determine which group of Lavine stockholders to
pay, FPIC only made partial payment on the claim.

On 2 April 2001, the RTC rendered a Decision finding FPIC liable to pay Lavine the amount of P18,250,000 with 29%
interest per annum from October 1998 until full payment. A Special Order for Execution Pending Appeal was also issued by
the Court. As a result, certain assets of FPIC were garnished/attached. FPIC then filed a Petition with prayers for TRO and
Injunction with the Court of Appeals (CA)-10t Division, which reliefs were granted by the court.

On 29 May 2003, the CA-10t Division, in its Consolidated Decision, ruled as follows: (1) setting aside the RTC Decision
dated 2 April 2001; (2) declaring null and void the Special Order dated 17 May 2002 and the Writ of Execution dated 20
May 2002; (3) remanding the case to the lower court for pre-trial conference on the Second Amended Answer-in-
Intervention; and (4) payment of proceeds to Lavine (if adjudged entitled to said proceeds) be withheld until a decision on
the rightful members of the Board of Directors of Lavine is issued by the intra-corporate court. The Intervenors Harish
Ramnani (a party to the intra-corporate dispute) filed a Motion for Reconsideration (MR) with the CA-10t Division,
to which FPIC filed its Opposition dated 15 July 2003 together with a Motion for Immediate Lifting of
Garnishment.
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On 20 April 2004, the CA resolved to lift the order of levy and notices of garnishment on the real and personal properties and
bank deposits of FPIC which were made pursuant to the Special Order dated 17 May 2002 and Writ of Execution dated 20
May 2003 which were declared null and void by the CA.

A Petition for Review (PR) was filed by Intervenors with the Supreme Court (SC) to set aside the CA Decision of 29 May
2003. The SC, in its Decision dated 25 August 2005, affirmed the CA Decision dated 29 May 2003. Said SC Decision
became final and executory.

Separately, FPIC filed an appeal with the CA of the RTC Decision dated 2 April 2001. The records of the case have been
forwarded to the CA on 28 January 2008. FPIC filed its Appellant’s Brief with the CA on 6 November 2008. Intervenor-
appellees Harish Ramnani, et.al filed an Amended Motion to Dismiss (MTD) Appeal of Defendant Equitable PCI-Bank dated
14 November 2008. Intervenor-Appellees filed its Consolidated Brief dated 8 January 2009 to which FPIC filed its
Appellant’s Reply Brief dated 11 February 2009.

Meanwhile, on 6 January 2009, Villaraza Cruz Marcelo & Angangco (VCMA) filed its Entry of Appearance as counsel for
appellant Banco de Oro Unibank, Inc. (now BDO Unibank, Inc. or BDO) (formerly Equitable PCI Bank) and filed an
Opposition to the Amended MTD filed by Intervenor-appellees.

The CA, in its Resolution dated 8 May 2009, resolved as follows: (i) the MTD filed by Intervenor-appellees was denied; (i)
entry of appearance of counsel for BDO was noted; (iii) Appellee’s Brief filed by Lavine on 10 February 2009 (which was one
day late) was admitted in the interest of justice; (iv) Reply Brief of defendant appellants Rizal Surety and Insurance Co.,
Tabacalera Insurance Co. and FPIC (which was filed late) were admitted; (v) BDO given an inextendible period of 45
days from notice within which to file appellant's brief; and (vi) plaintiff-appellee’s Consolidated Brief was admitted without
prejudice to filing of an appellee’s brief in response to appellant BDO.

The CA issued a Decision dated 30 September 2010 which affirmed the RTC Decision dated 2 April 2001 in all respects
except that it exempted BDO from paying 10% of the actual damages due and demandable as and by way of attorney’s fees.
Briefly, the Decision ruled relative to FPIC that:

(@  Intervention (by intervenors) was done and allowed so that the real representatives of party-plaintiff could sue on
behalf of the latter;

(b)  FPIC is liable for P18,250,000.00 because the insurance proceeds totaled P169,300,000.00 with interest per lead
adjuster’s valuation;

()  FPIC must pay interest as it did not file an interpleader and consignation suit for this purpose;

) FPIC liable to pay 29% interest (i.e., twice the interest ceiling of 14.5%) as provided under Section 243 of the

Insurance Code of 1978; and

(e)  FPIC is liable for attorney’s fees as it compelled plaintiff-appellee, through intervenors, to file the instant suit to collect
money due from it.

On 5 November 2010, FPIC filed an MR of the CA Decision dated 30 September 2010. The CA issued a Resolution dated 9
June 2011 which affirmed the 30 September 2010 CA Decision subject to the following modifications:

1. Phil Fire is liable to plaintiff-appellee through intervenors for the sum of P8,628,278.57 with 6% interest per annum
(p.a.) from 26 November 2001 and 12% p.a. from finality of the resolution until full paid;

2. Rizal Surety is liable for P10,616,608.10 with 6% interest p.a. from 26 November 2001 and 12% p.a. from finality of
the resolution until fully paid;

3. FPIC is liable for the sum of P10,145,760.11 with 6% interest p.a. from 26 November 2001 and 12% p.a. from finality
of resolution until fully paid;

4, Tabacalera Insurance is liable for the sum of P11,189,530.22 with 6% interest p.a. from 26 November 2001 and 12%
from finality of resolution until fully paid;

5. Award of 10% attorney’s fees is deleted;

6. BDO’s MR on the issue of overpayment is remanded to the trial court for computation;

7. The loan mortgage annotations on TCT Nos. 2390684, CCT Nos. PT-1787185, PT-1787286 and PT-1787387 are
declared valid and subsisting until the obligations secured thereby shall have been completely discharged based on
the trial court’s final computation; and

8. Amounts due to Lavine, through intervenors-crossclaimants-appellees, are subject to priority satisfaction of its
remaining obligation to BDO, if any subsists based on trial court’s final computation as directed, and payment of
docket fees corresponding to intervenors-crossclaimants-appellees’ money claims as prayed for in their Second
Amended Answer-in-Intervention with Counterclaim dated 15 October 2001. Should the trial court’s final
computation as required yield an overpayment, the same should be reimbursed to Lavine, through intervenor-
crossclaimants-appellees.
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Intervenors-Crossclaimants-Appellees filed a Motion for Partial Reconsideration (MPR) of the CA Resolution dated 9 June
2011, which was denied by the CA in its Resolution dated 5 September 2011 for lack of merit. The Motion for Extension of
Time to File Petition for Review on Certiorari filed by Phil Fire, and the Appeal by Certiorari filed by plaintiff-appellee Lavine
filed before the SC were duly noted.

FPIC filed its PR on Certiorari with the SC on 29 July 2011.

The SCissued a Resolution dated 1 February 2012 which resolved to:

(1)  note the withdrawal of appearance of Atty. Arturo S. Santos as counsel for intervenors-crossclaimants respondents
Jose F. Manacop, et.al., with conformity;

(2 note the entry of appearance of Atty. Ronaldo M. Caringal of Rivera Santos and Maranan, Unit 2902-D West Tower,
Philippine Stock Exchange Centre, Exchange Road, Ortigas Center, Pasig City, as counsel for intervenors-
crossclaimants-respondents Jose F. Manacop, et.al., with conformity, requesting that henceforth, all notices, orders
and other papers relative to this case be forwarded to them at said address;

(3)  grant the motion by respondent BDO for extension of ten (10) days from 7 November 2011 within which to file a
comment (re: appeal by certiorari dated 30 June 2011);

(4)  note the comment of respondent FPIC re: petitioner’s appeal by certiorari dated 30 June 2011;

(5)  torequire petitioner to file a Reply thereto within ten (10) days from notice hereof;

(6)  grant the motion of respondent FPIC to consolidate G.R. No. 197227 with G.R. Nos. 1977219, 197244 and 198481,
(7)  grant the respondents motion for extension of twenty (20) days from 18 November 2011 within which to file a

comment on the PR;

(8)  grantthe second and third motion of respondent BDO for extension totaling twenty five days from 17 November 2011
within which to file comment (re: appeal by certiorari dated 30 June 2011);

(9)  note the omnibus motion of respondent Phil Fire to be furnished with a copy of the petition for consolidation;

(10)  note the comment of counsel for petitioner Lavine on the omnibus motion, stating that it has personally served a
copy of the petition upon counsel for respondent Phil Fire at the address provided in the said omnibus motion, with
attachments;

(11)  note the comment of respondent Phil Fire on Lavine’s petition for review on certiorari with prayer for the issuance of
temporary restraining order;

(12)  require petitioner to file a Reply thereto within ten (10) days from notice hereof;

(13)  note the comment of counsel for respondent Rizal Surety on the petition for review on certiorari;

(14)  require petitioner to file a Reply thereto within ten (10) days from notice hereof;

(15)  note and consider as satisfactory the petitioner's compliance with the Resolution dated 8 August 2011 which required
petitioner to submit a proper verification of the petition.

On 6 March 2013, petitioners Ashok C. Ramnani and Rolando M. Vaswani representing Lavine, filed a Supplement which

prayed among others, for:

a) annulling of the portion of the assailed CA Decision dated 30 September 2010 and Resolution dated 9 June 2011
insofar as it awarded monetary judgment in favor of intervenors;

b) directing the RTC Pasig —Branch 158 to proceed with the trial of Civil Case no. 00-1554 and SEC Case No. 06-79
until finality to determine the legitimate representation of Lavine;

c) confirming overpayment made by Lavine in favor of Equitable-PCI Bank (BDO) and affirming the remand of the case
for purposes of computing the amount overpaid to said Bank;

d) directing that any and all amounts determined after the computation, to be consigned to the lower court for
safekeeping until and after the cases pending before Pasig RTC Br. 158 has been decided with finality; and

e) issuing a writ of preliminary injunction to restrain the execution of the CA Decision and Resolution.

Petitioner Lavine and Chandru Ramnani filed a Manifestation with Motion (to Supplement Appeal by Certiorari) dated 11
September 2013. An Additional Supplement (Appeal by Certiorari) dated 26 September 2013 was filed by petitioners Ashok
C. Ramnani and Rolando M. Vaswani representing Lavine. The case is still pending with the SC.

b. “Chevron Philippines, Inc. (formerly Caltex) vs. FPIC, et.al.”
Civil Case Nos. 02-856 [Makati RTC- Br. 62]/ CA G.R. CV No. 94985/
G.R. No. 217061

Status: Case dismissed.

Chevron Philippines, Inc. (Chevron) filed three civil cases against FPIC for recovery of sum of money pursuant to the terms
and conditions of the surety bonds issued by FPIC to secure each of the obligations of Peakstar Qil Corporation (Peakstar),
Fumitechniks Corp. of the Philippines (Fumitechniks) and R.S. Cipriano Enterprises (Cipriano) to Chevron. In all these
cases, FPIC cited as its defense that in the absence of written principal agreements (between Chevron and the three
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abovenamed obligors), the surety bonds (issued by FPIC), which are mere accessory contracts, could not have come into
being or are void.

The remaining case of Peakstar has been dismissed:

Peakstar Account (Civil Case No. 02-856)-  Chevron filed a claim against FPIC for the recovery of the sum of
P26,257,712.58 before Makati RTC-Branch 62 on 25 July 2002. FPIC filed a Motion to Strike Out Testimony and
Evidence of Chevron’s witnesses on grounds that they were in violation of the Parol Evidence Rule, irrelevant and
immaterial and unenforceable under the Statute of Frauds. The RTC granted FPIC’s Motion and the said testimonies and
evidence were stricken off the records.

Chevron filed an MR of the Order striking out the testimonies of the plaintiffs’ witnesses which was denied by the court.
Chevron then filed a PR with the CA which was dismissed by the CA as per Decision dated 28 September 2007 which has
become final and executory.

The RTC asked the parties to file their respective Memoranda. On 26 September 2008, FPIC filed its Memorandum.
Chevron filed its Memorandum dated 18 September 2008 (received by FPIC on 2 October 2008). FPIC filed its Reply (to
Plaintiffs Memorandum) dated 6 October 2008.

The RTC issued a Decision dated 28 December 2009 in favor of Chevron which ordered FPIC to pay Chevron
P26,257,712.58 plus interest starting 6 February 2009 until fully paid plus attorney’s fees and costs of suit. FPIC filed its
Notice of Appeal on 5 February 2010.

The CA issued a Resolution dated 31 March 2011 which referred the parties to the Philippine Mediation Center-CA for
mediation to give the parties one final chance to explore the possibility of amicable settling their dispute. The mediation
proceeding held on 29 July 2011 was terminated as the parties deemed it unlikely for the parties to reach a settlement in
view of the legal issues involved. Case was referred back to CA for decision.  To support its position, FPIC filed a
Manifestation and Submission dated 10 October 2011 with the CA informing the CA of the pendency of a similar case
involving Chevron and FPIC (CA Case No. 92226) and that the MPR filed by Chevron in said case was already denied by
the CA and Chevron has already filed a PR with the SC. FPIC filed another Manifestation and Submission dated 31
January 2012 informing the Honorable Court about the SC (First Division) Decision in the similar case of Fumitechniks (GR
No. 177839) which dismissed the complaint filed by Chevron against FPIC in RTC-Makati Br. 61.  FPIC filed a Fifth
Manifestation and Submission dated 25 March 2014 manifesting that in the SC Case No. 198039 (Cipriano case), the SC
issued a resolution denying with finality the MR filed by Chevron (seeking reconsideration of CA resolution denying
Chevron’s petition to set aside the CA decision dismissing the complaint of Chevron).

The CA (4™ Division), in its Decision dated 15 August 2014 reversed and set aside the RTC Decision dated 28 December
2009 which held FPIC liable under the surety bond, and dismissed the complaint. However, the dismissal of FPIC's
counterclaim was affirmed.

Chevron filed a Motion for Partial Reconsideration (MPR) of the CA Decision of 15 August 2014, which was denied by the
CAinits Resolution dated 25 February 2015.

Chevron filed Petition for Review (of the CA Decision) with the SC. The SC denied Chevron’s Petition in a minute resolution
dated 22 July 2015. Chevron filed an MR which was denied with finality in the SC’s minute resolution dated 23 November
2015.

c “Archipelago Philippine Ferries Corporation vs. FPIC,
Yuen Po Seng, Amado A. Mauleon and Martial V. Careng”
Civil Case No. 12-061
[RTC Muntinlupa Br. 276]

On 11 May 2012, a Complaint for specific performance of insurance contract, exemplary damages attorney’s fees was filed
by insured Archipelago Philippine Ferries Corporation against FPIC for payment of P13,622,000.62 for and as actual
damages for loss of/damage to insured vessel M/V Maharlika Siete (with 24% interest thereon until fully paid), exemplary
damages of P1,000,000 and attorney’s fees of P500,000, under Policy No. MH-NIL-HO-08-0000015-0 issued by FPIC.

FPIC filed its Answer with Special and Affirmative Defenses and Compulsory Counterclaim dated 15 June 2012. Co-
respondent Careng filed a MTD dated 30 May 2012. Plaintiff filed its Comment/Opposition to the MTD to which defendant
filed its Reply.
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The Court in its Order dated 29 August 2012 denied the MTD filed by defendant Careng.

Plaintiff filed a Motion for the Issuance of a Writ of Preliminary Attachment (WPA) and/or Garnishment dated 27 September
2012 against defendants which was denied by the court.

The case was referred to the Philippine Mediation Center for mediation on 3 July 2013. As no settlement was reached,
mediation proceedings have been terminated. The preliminary conference before the Branch Clerk of Court for the pre-
marking of documents and comparison of photocopies to be marked with originals was set on 8 August 2013.

Preliminary conference originally set on 22 August 2013 was reset to 17 October 2013. Pre-trial conference was set on 5
November 2013. In order to buy peace, FPIC offered P2.5 million to plaintiff Archipelago, which offer was rejected by plaintiff
during the 14 December 2013 hearing.

Pre-trial was set on 19 February 2014. Hearing was set on 7 May 2014. FPIC filed a Motion to Amend Answer as well as
Pre-trial Brief dated 30 April 2014. The Court granted the motion in its Order dated 2 June 2015.

On 5 August 2016, FPIC submitted the judicial affidavit of its witness, Mr. Amado A. Mauleon. Pre-trial conference set on 10
August 2016. Plaintiff was not present but filed an Urgent Motion to Reset Hearing. At the hearing on 10 August 2016,
defendant Careng moved for dismissal of the case on the ground that the Plaintiff's Urgent Motion to Reset is a mere scrap
of paper as it was filed in violation of the three-day notice rule. FPIC joined in the said motion for dismissal. Whereupon,
the Court ordered the dismissal of the case.  Plaintiff filed an MR of the Order dismissing the case and is pending with the
court.

d. FLT Prime Insurance Corporation vs. Solid Guaranty, Inc.
Civil Case No. 14-381
(Makati RTC Branch 145)
(For: Recovery of Sum of Money and Damages)

On 2 April 2014, a complaint for recovery of sum of money and damages was filed by FPIC against its reinsurer, Solid
Guaranty, Inc. (SGI), in view of the latter’s refusal to pay the amount of P10,721,938.50 representing SGI's 45% share in the
final settlement amount paid by FPIC to its assured Top Forest Developers, Inc..

Defendant SGl filed its Answer with Counterclaim dated 21 May 2014. Defendant filed a Motion to Set Case for Preliminary
Hearing Based on Affirmative Defenses dated 21 May 2014, to which FPIC filed its Comment. The motion was set for
hearing on 25 May 2014. However, the hearing set on 25 May 2014 was reset to 8 August 2014 which in turn was reset to 8
September 2014. The Court , in its Resolution dated 24 September 2014, denied the said motion for utter lack of merit.

Subsequently, Defendant filed an MTD which was denied by the court in its Resolution dated 8 September 2014. Defendant
filed an MR of the Resolution dated 24 September 2014, which motion was set for hearing on 13 October 2014. FPIC filed
its Opposition to the MR on 13 October 2014. The Motion was deemed submitted for resolution.

The case was referred to Judicial Dispute Resolution (JDR) hearing on 28 September 2015.

Meanwhile defendant filed Motion to Strike Out Plaintiffs Judicial Affidavits for having been filed out of time. On the hearing
of said Motion last 14 August 2015, FPIC filed its Opposition with Alternative Motion to Allow Submission of and Admit
Plaintiffs Judicial Affidavits dated 11 August 2015. Defendant was given 10 days to file its reply to the Opposition and FPIC
given 10 days to file its rejoinder.

Case was scheduled for JDR hearing on 6 January 2016. As the parties did not reach any settlement, the JDR proceedings
were terminated and the case was re-raffled from Branch 143 to Branch 145,

Meanwhile, the court imposed a fine on FPIC for failure to submit its Judicial Affidavits on time. FPIC filed a Motion To Set
Aside the Fine imposed on FPIC in view of the Order of Branch 145 declaring that the affidavits were filed on time. FPIC
filed a Request for Admission and Supplemental Request for Admission which have been submitted for resolution.

A mid-trial JDR was set on 4 May 2016 but was re-set to 1 June 2016. On 11 July 2016, the JDR was terminated as the
parties did not arrive at any amicable settlement. The case was set for preliminary conference before the Branch Clerk of
Court on 26 July 2016. Pre-trial proper was set on 11 August 2016. Presentation of FPIC’s evidence set on 23 September
2016.
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FPIC filed Motion for Inhibition of the Judge which was granted by the court on 2 November 2016. Case to be re-raffled to
another court.

Item 4. Submission of Matters to a Vote of Security Holders

At the special stockholders’ meeting held on 20 October 2015, the following items were approved: (i) amendment of the
Company’s Articles of Incorporation to increase its authorized capital stock from P2.4 billion to P7.5 billion, divided into 7.5
billion common shares with par value of P1.00 per share and the ALI Subscription to 2.5 billion shares of stock from said
increase in capital stock; (i) amendment of the Company’s Articles of Incorporation to increase its directors from seven to
nine; and (iii) approval for listing of the ALI Subscription.

No matter was submitted to a vote of the security holders of the Company during the fourth quarter of the fiscal year.

PART Il - OPERATIONAL AND FINANCIAL INFORMATION
Item 5. Market for Issuer’s Common Equity and Related Stockholder Matters
A Market Information

The Company’s Common Shares are listed and principally traded in the PSE. The high and low sales prices* of
the Company’s securities for each quarter are indicated in the table below:

High Low
Fiscal Year 2017
1st Quarter (1 Jul. 2016- 30 Sept. 2016) P2.16 P1.81
Fiscal Year 2016 (1 July 2015-30 June 2016)
1stQuarter  (Jul. 2015—Sept.2015) P2.54 P1.54
20 Quarter  (Oct. 2015-Dec. 2015) 2.15 171
3 Quarter  (Jan. 2016-Mar.2016) 2.28 1.68
41 Quarter  (Apr. 2016-Jun 2016) 2.00 1.74
Fiscal Year 2015 (1 July 2014- 30 June 2015)
1st Quarter  (Jul. 2014- Sept. 2014) P0.84 P0.55
2nd Quarter (Oct. 2014-Dec. 2014) 0.82 0.62
3rd Quarter  (Jan. 2015-Mar. 2015) 0.75 0.64
4th Quarter  (Apr. 2015-Jun. 2015) 2.08 0.70
Fiscal Year 2014 (1 July 2013- 30 June 2014)
1st Quarter  (Jul. 2013-Sept. 2013) P0.630 P0.540
2nd Quarter (Oct. 2013-Dec. 2013) 0.580 0.355
3rd Quarter  (Jan. 2014-Mar. 2014) 0.530 0.410
4th Quarter  (Apr. 2014-Jun. 2014) 0.700 0.435

Stock price as of latest practicable trading date of 23 November 2016 is P 1.86 per share.
*provided by PSE Corporate Planning and Research Department
B. Holders

The number of shareholders of record as of 31 October 2016 was 824. The following are the top 20 registered
stockholders of the Company as provided by the Company’s Stock and Transfer Agent, BDO Unibank, Inc.-Trust

and Investments Group:

Name Number of Shares Percentage
1. | AyalaLand, Inc. 2,499,999,996 51.057%
2. | PCD Nominee Corporation (Filipino) 1,697,709,444 34.672%
3. | Lepanto Consolidated Mining Co. 180,000,000 3.676%
4. | F. Yap Securities, Inc. 157,254,100 3.212%
5. | PCD Nominee Corporation (non-Filipino) 49,501,364 1.011%
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6. | YHS Holdings Corporation 22,900,000 0.468%
7. | Caridad Say 22,370,000 0.457%
8. | Victor Say 21,500,000 0.439%
9. | Gilbert Dee 19,598,000 0.400%
10. | ESOWN Administrator 2015 18,754,800 0.383%
11. | David C. Go 18,560,000 0.379%
12. | SEC Account FAO: Various Customers of 18,076,380 0.369%

Guoco Securities (Philippines), Inc.

13. | David Go Securities Corp. A/C # 1085 11,816,000 0.241%
14. | Vichelli Say 10,000,000 0.204%
15. | David Go Securities Corp. 8,665,000 0.177%
16. | Quality Investments & Securities Corp. 8,010,000 0.164%
17. | Coronet Property Holdings Corp. 6,000,000 0.123%
18. | Federal Homes, Inc. 5,492,000 0.112%
19. | Eleonor Go 5,400,000 0.110%
20. | Guoco Securities (Phils.), Inc. 5,243,000 0.107%

C. Dividends

There were no dividend declarations for the years 2013 to 2016.

D. Recent Sales of Unregistered Securities

The Company has not sold any unregistered securities within the past three fiscal years.

Management's Discussion and Analysis or Plan of Operation

For the Quarter Ending 30 September 2016

Consolidated Results of Operations

For the first quarter of fiscal year 2017, Prime Orion Philippines, Inc. (‘POPI” or “the Group”) reported a consolidated net
income of P11.0 million compared to P494.9 million net income last year. Income last year was mainly attributable to the
gain on sale of investment properties in Mandaue, Cebu City and Sto. Tomas, Batangas.

Consolidated Revenues amounted to P173.9 million from P346.7 million last year. The decrease in revenues was due to the
sale of real estate last year. Rental revenue improved by 4% due to increase in occupancy. Revenue from insurance
business decreased by 6% as net premiums earned on motor car business and property insurance dropped by 9% and
11%, respectively.

Total Cost and Expenses was lower by 50% as last year included the Cost of Real Estate Sold. Operating expenses
decreased by 33% due to lower professional fees, personnel expenses and taxes and licenses. Likewise, Underwriting
Costs was down by 16% due to lower claims and losses. Cost of goods sold and services increased by 9%.

Tutuban Properties, Inc. (TPI)

TPI registered a net income of P8.4 million during the quarter compared to a net loss of P3.4 million for the same period last
year. Revenues from mall operations was flat at P98.0 million. Rental revenue from retail spaces improved by 6% but was
negated by lower income generated from exhibits and promotional activities.

Cost and operating expenses decreased by 8%, from P103.3 million to P95.2 million due to lower professional fees and
personnel expenses.

Lepanto Ceramics, Inc. (LCI)

LCl posted a net loss of P2.5 million, lower compared to same period last year’s net loss of P9.5 million due to the increase
in rental income from leasing warehouse spaces.
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FLT Prime Insurance Corporation (FPIC)

During the quarter, FPIC recorded a net income of P2.5 million compared to last year’s net loss of P2.7 million. The positive
bottom line was on account of lower Insurance Claims and Losses and general and administrative expenses which
decreased by 15% and 16%, respectively.

Financial Condition

Total Assets of the Group remained at P6.4 billion as of 30 September and 30 June 2016. Decrease in Receivables was due
to transfer of loan receivables to Advances to related parties. Increase in Investment Properties was on account of
improvements in Tutuban Center.

The decrease in Total Liabilities was mainly due to reclassification of Deposit for future stock subscriptions into Equity.
Unrealized valuation loss on Available-For-Sale (AFS) investments represents decline in its market value as of the reporting
period.

Financing Through Loans

As of 30 September 2016, the Group has no outstanding loan from any financial institution.

The top 5 Key Performance Indicators of the Group are as follows:

Ratios Formula 30-Sep-16 30-Sep-15 30-Jun-16
Current Ratio Current Assets 4771 4371 2.11:1

Current liabilities 5,023,836 /1,053,968 3,413,311 /780,511 5,151,148 / 2,442,755
Debt to Equity
Ratio Total Liabilities 0.434:1 0.528:1 1.08:1

Equity 1,921,595/ 4,425,014 1,653,408 / 3,132,909 3,310,070/ 3,072,465
Capital Adequacy
Ratio Equity 0.691:1 0.645:1 0477:1

Total Assets 4,425,014 / 6,402,222 3,132,909 / 4,857,897 3,072,465 / 6,437,404
Book Value per
Share Equity 1.860 1.323 1.292

Total # of shares 4,425,014 /2,378,638 3,132,909 /2,367,149 3,072,465 /2,378,638
Income per
Share Net Income 0.005 0.209 0.005

Total # of Shares 11,792 /2,378,638 494,174 | 2,367,149 12,956 / 2,378,638

Current ratio shows the Group’s ability to meet its short term financial obligation. As of 30 September 2016, the Group has
P4.77 worth of current assets for every peso of current liabilities as compared to P2.11 as of 30 June 2016. The Group has
sufficient current assets to support its current liabilities as of the period.

Debt to Equity ratio indicates the extent of the Group’s debt which is covered by shareholders’ fund. It reflects the relative
position of the equity holders. The higher the ratio, the greater the risk being assumed by the creditors. A lower ratio
generally indicates greater long term financial safety. Compared to 30 June 2016, debt to equity ratio improved to 0.43 as a
result of the conversion of Deposit for future stock subscription to Equity.

Capital Adequacy Ratio is computed by dividing the Total Stockholders’ Equity over Total Assets. It measures the financial
strength of the Company. As of 30 September 2016, the Group’s Capital Adequacy Ratio is 0.691 compared to last year's
0.477. Increase was attributable to the subscription of Ayala Land, Inc. during the period.

Book value per share measures the recoverable amount in the event of liquidation if assets are realized at book value. As
of 30 September 2016, the Group has book value per share of P1.860, 44% higher compared to 30 June 2016.

Income per share is calculated by dividing net income by the weighted average number of shares issued and outstanding.
As of 30 September 2016, the Group reported a P0.005 income per share as compared to P0.209 last year.
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(i)

(i)

(vii)

(viii)

Any known trends, demands, commitments, events or uncertainties that will have a material impact
on issuer’s liability.

There are no known trends or any known demands, commitments, events or uncertainties that will result in or
that are reasonably likely to result in the Company and its subsidiaries’ liquidity increasing or decreasing in

any material way.

Events that will trigger direct or contingent financial obligation that is material to the Group, including
any default or acceleration of an obligation

There are no known events that will trigger direct or contingent financial obligation that is material to the
Group, including any default or acceleration of an obligation.

Material off-balance sheet transactions, arrangements, obligations (including contingent obligations),
and other relationships with unconsolidated entities or other persons created during the reporting
period.

There are no known off-balance sheet transactions, arrangements, obligations (including contingent
obligations), during the period.

Any material commitments for capital expenditures, the general purpose of such commitments, and
the expected sources of funds for such expenditures.

The Group has not entered into any material commitment for capital expenditure.

Any known trends, events or uncertainties that have had or that are reasonably expected to have a
material favorable impact on net sales or revenues or income from continuing operations should be
described.

There are no known trends, events or uncertainties that have material impact on net sale/revenues/income
from continuing operation.

Any significant elements of income or loss that did not arise from the registrant’s continuing
operations.

The Group did not recognize income or loss during the period that did not arise from continuing operations.

Causes of Any Material Changes from Period to Period of FS which shall include vertical and
horizontal analyses of any material item (5%).

Causes of any material changes from period to period of FS is included in the Financial Condition.
Any seasonal aspects that had a material effect on the financial condition or results of operations.

There are no known seasonal aspects that had a material effect on the financial condition or results of
operations.

Fiscal Year 2016

Consolidated Results of Operations

The Group ended the fiscal year with a consolidated net income of P12.96 million. Last year, the Group reported a net loss
of P262.2 million which includes an impairment loss of P236 million to account for the decline in value of 1.388 billion shares
of Cyber Bay Corporation.

Consolidated revenues amounted to P1,037.1 million, higher by 50% from the previous year's P692.4 million. Increase in
consolidated revenues was mainly attributable to the sale of land in Sto. Tomas and J.P. Rizal St., Makati City. Likewise,
rental revenue improved by 13% compared to last year owing to the 4% improvement in overall occupancy for Tutuban
Center and increase in rental rates.
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Total cost and expenses increased by 81% attributable to the increase in cost of real estate sales coupled by higher
operating expense and cost of goods and services. Increase in operating expenses was due to increase in personnel cost
as a result of the implementation and grant of 29.3 million POPI shares under the Employee Stock Ownership Plan and
higher professional fees. Likewise, general provisions for clean-up activities was also recognized during the year. Higher
cost of goods and services was due to additional rental to PNR arising from the turnover of leasable land in Phase Il with an
area of 8.8 hectares.

The Group also reported gain on sale of investment property located in Mandaue, Cebu City and proportionate gain on sale
of Sto. Tomas land in the amount of P584.9 million.

TPI

During the year, revenues from mall operations grew by 5%, from P408.7 million to P431.1 million driven by the growth in
Night Market operations, parking income and improvement in rental rates and occupancy.

Excluding one-time adjustments, general and administrative expense ratio to revenue was higher by 1.6% compared to the
same period last year mainly attributed to professional fees. Direct operating expenses also increased due to additional
rental arising from the turnover by PNR of leasable land and air rights totaling 8.8 hectares. TPI registered a net loss of
P306.05 million as against last year's net income of P14.9 million.

LCl

Since the shift of LCI business from manufacturing to leasing of industrial warehouses, rental revenue grew by 82%, to
about P33.4 million during the year. Disposal of existing machineries and equipment is on-going, and renovation of existing
structures will be implemented to increase leasable space. LCI posted a net loss of P28.7 million compared to P31
thousand last year. The net loss is attributable to cost of repair and renovations of existing facility and set-up of provision for
impairment of plant and machineries used for tile manufacturing.

Conversion of existing facilities into leasable industrial spaces is in progress. Renovation of existing structures and disposal
of existing machineries and equipment is on-going to increase leasable space. The existing facility will be able to provide
leasable space of about 80,000 square meters.

FPIC

Gross premiums written (GPW) for the fiscal year 2016 of P292.8 million has resulted to a 1% growth compared to the
P290.6 million GPW last year. The motor car and property lines registered a combined growth of 1% compared to 2015
figures.

On the Underwriting cost, the total incurred expenses for the fiscal year 2016 is P197.1 million. This represented a 13%
increase compared to last year of P173.7 million attributed to the increase in claims and losses. General and administrative
expenses of P107.9 million registered an increase of P38.7 million, which is about 56% increase from last year. The
increase was on account of provisions for doubtful accounts and share based expenses. FPIC posted a net loss of P58.2
this fiscal year.

Financial Condition

Total Assets of the Group stood at P6.4 billion compared to last year's P4.5 billion. Increase in Total Assets was primarily
due to the payment of deposit for future stock subscription by Ayala Land, Inc. (ALI). Higher cash and cash equivalents were
sourced from the proceeds of sale of real estate and investment property. Net decrease in available-for-sale (AFS) financial
assets was due to redemption of Unit Investment Trust Funds (UITFs) negated by the improvement in market value of
stocks during the period. Decrease inventories was due to disposal of the remaining stocks. Current Assets was higher than
Total Current Liabilities, which stood at P5.2 billion and P1.0 billion, respectively. Real estate held for sale and development
and investment property decreased by 38% and 12%, respectively. Decrease in property, plant and equipment and
software costs represents depreciation and amortization during the period. Provision for impairment on machinery and
equipment was recognized during the year. Noncurrent assets decreased due to reclassification of payment to PNR in prior
years as expense.

Total Liabilities of the Group increased due to recording of deposit for future stock subscription by ALI. Accounts Payable
and accrued expenses increased by 34% due to set-up of general provision for clean-up activities. Net decrease in
Retirement benefits liability was due to contribution to the retirement fund as of the period. There was a decrease in
Subscription Receivables as some shareholders fully paid their subscription to the Company. Unrealized valuation gain on
AFS financial assets mainly due to higher market value as of the reporting period. In November 2015, the Company granted
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to qualified employees an Employee Stock Ownership Plan at an option price of P1.00 per share. Corresponding equity
reserve was recorded under Equity section of the Statement of Financial Position amounting to P27.5 million.

Financing Through Loans

As of 30 June 2016, the Group has no outstanding loan from any financial institution.

Prospects for the future

The Group will focus on maximizing value of the 20-hectare Tutuban property in Manila by turning around the profitability of
Tutuban Center.

The short term plan involves major upgrade of facilities and improvement of mall operations which are now in full swing. The
mid to long term development entails expanding the gross leasable areas of the mall and introducing complementary mixed-
use components. In addition, the Group is in close coordination with government for the finalization of the North-South
Commuter Rail masterplan whose terminal station shall be in Tutuban Center.

LClI's 15-hectare property in Calamba, Laguna will continue to serve as a warehouse facility for various locators.

Key Variable and Other Qualitative and Quantitative Factors

Ratios Formula 30-Jun-16 30-Jun-15
Current Ratio Current Assets 2111 3.52:1
Current liabilities 5,151,148 / 2,442,756 2,870 126 / 815,492
Debt to Equity Ratio Total Liabilities 1.08:1 0.64:1
Equity 3,310,070/ 3,072,465 1,714,830/ 2,673,903
Capital Adequacy
Ratio Equity 0.477:1 0.599:1
Total Assets 3,072,465/ 6,437,404 2,673,903 /4,461,073
Book Value per Share Equity 1.292 1.129
Total # of shares 3,072,465 /2,378,638 2,673,903 /2,367,149
Income per Share Net Income 0.005 -0.111
Total # of Shares 12,956 / 2,378,638 -262,236 / 2,367,149

Current ratio shows the Group’s ability to meet its short term financial obligation. As of 30 June 2016, the Group has P2.11
worth of current assets for every peso of current liabilities as compared to P3.52 as of June 30, 2015. The Group has
sufficient current assets to support its current liabilities as of the period.

Debt to Equity ratio indicates the extent of the Group’s debt which is covered by shareholder’s fund. It reflects the relative
position of the equity holders. The higher the ratio, the greater the risk being assumed by the creditors. A lower ratio
generally indicates greater long term financial safety. Compared to 30 June 2015, debt to equity ratio increased by 68% as a
result of the increase in total liabilities due to deposit of future stock subscription coupled by an income recognized during
the period.

Capital Adequacy Ratio is computed by dividing the Total Stockholders’ Equity over Total Assets. It measures the financial
strength of the Group. As of 31 March 2016, the Group’s Capital Adequacy Ratio is 0.477 compared to last year's 0.599.
Decrease was attributable to higher Assets as of the period.

Book value per share measures the recoverable amount in the event of liquidation if assets are realized at book value. As
of 30 June 2016, the Group has book value per share of P1.292 higher by 14% compared to 30 June 2015.

Income per share is calculated by dividing net income by the weighted average number of shares issued and outstanding.
As of 30 June 2016, the Group reported a P0.005 income per share as compared to last year's P0.111 loss per share.
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(ix)

(xi)

(xii)

(iii)

(xiv)

(xv)

(xvi)

Any known trends, demands, commitments, events or uncertainties that will have a material impact
on issuer’s liability.

There are no known trends or any known demands, commitments, events or uncertainties that will result in or
that are reasonably likely to result in the Company and its subsidiaries liquidity increasing or decreasing in
any material way.

Events that will trigger direct or contingent financial obligation that is material to the Company,
including any default or acceleration of an obligation

There are no known events that will trigger direct or contingent financial obligation that is material to the
Company, including any default or acceleration of an obligation.

Material off-balance sheet transactions, arrangements, obligations (including contingent obligations),
and other relationships with unconsolidated entities or other persons created during the reporting
period.

There are no known off-balance sheet transactions, arrangements, obligations (including contingent
obligations), during the period.

Any material commitments for capital expenditures, the general purpose of such commitments, and
the expected sources of funds for such expenditures.

The Company has not entered into any material commitment for capital expenditure.
Any known trends, events or uncertainties that have had or that are reasonably expected to have a
material favorable impact on net sales or revenues or income from continuing operations should be

described.

There are no known trends, events or uncertainties that have material impact on net sale/revenues/income
from continuing operation.

Any significant elements of income or loss that did not arise from the registrant’s continuing
operations.

The Group did not recognize income or loss during the period that did not arise from continuing operations.

Causes of Any Material Changes from Period to Period of FS which shall include vertical and
horizontal analyses of any material item (5%).

Causes of any material changes from period to period of FS is included in the Financial Condition.
Any seasonal aspects that had a material effect on the financial condition or results of operations.

There are no known seasonal aspects that had a material effect on the financial condition or results of
operations.

Fiscal Year 2015

Consolidated Results of Operations

The Group ended the fiscal year with a consolidated net loss of P262.2 million. This includes an impairment loss of P236
million attributed to the decline in value of 1.388 hillion shares of Cyber Bay Corporation. Last year's reported Net Income of
P205.9 million was due to the recognition of recovery from insurance and gain on sale of Available-for-Sale (AFS) financial

assets.

Consolidated Revenues amounted to P692.4 million, lower by 16% from previous year's revenue of P824.7 million.
Decrease in Revenues was due to lower gain on sale of AFS financial assets. Revenue from insurance business grew by
6% as fire and accident and health (A&H) lines continue to spearhead growth increasing by 9% and 46%, respectively,
during the year. On the other hand, overall occupancy for Tutuban Center slightly improved but was negated by lower rental
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rates consequently reducing Rental Revenue by 2%. Sales from tile business, mainly sourced from the remaining
inventories, dropped by 61%.

Total Cost and Expenses decreased by 7% as cost of goods and services went down by 8%. This includes decrease in cost
of sales of and share in common usage service area (CUSA) related expenses of about 75% and 23%, respectively, brought
about by lower sales from LCI and reduced power and water consumption.  Likewise, Operating Expenses decreased due
to lower taxes and licenses.

In March and June, the PNR turned over to TPI a total of 8.8 hectares of Phase Il (land and air rights) of the leased property
and in turn, TPI paid the corresponding rental of about P115 million. The turnover of the additional land will be a major
component in the redevelopment of Tutuban Center which is envisioned to integrate the NSRP of the DOTC with the LRT 2
West line.

TPI

TPI reported a Net Income of P14.9 million during the year compared to P194.0 million Net Income last year. Last year's
income was due to the recognition of recovery from insurance. Revenue from mall operations improved by 2%, from P411.9
million to P421.8 million. Overall occupancy improved, however, the decrease in average rental rate negatively impacted
Rental Revenue by 2%.

On cost and expenses, there was a slight decrease on CUSA related expenses from P235.0 million to P234.0 million driven
by reduced electricity and water usage. Operating expenses increased due to the higher professional fees.

LCl
LCI posted a Net Loss of P31 thousand during the year. Operating cost was compensated by the reversal of accrued
interest of about P23 million and gain on disposal of unutilized equipment. Last year's net income was due to the recognition

of gain from condonation of debt as a result of approval by the court of the Rehabilitation Plan. Sales from tile business was
mainly sourced from the remaining inventories.

FPIC
FPIC’s Net Premiums Earned grew by 8%, from last year's P210.6 million to P226.8 million. This was attributable to the 9%
and 46% growth on fire and A&H lines, respectively. On the other hand, Commission Income decreased by 17%. FPIC

registered a Net Income of P0.9 million compared to last year’s net loss of P15.6 million.

Revenues posted a 6% increase compared to last year, from P222.1 million to P236.5 million. Underwriting Cost decreased
by 7% due to lower excess of loss treaty cover and claims.

Financial Condition

Total Assets of the Group stood at P4.5 billion compared to last year's P4.8 billion. Reduction in Total Assets was
attributable to the decline in market value of AFS financial assets. Decrease in Cash and Cash Equivalents was due to
transfer to AFS financial assets. Decrease in Receivables was due to collection of Insurance Receivables. Current Assets
was higher than Total Current Liabilities, which stood at P2.9 billion and P0.8 billion, respectively. Inventories decreased due
to sale of remaining stocks. The increase in Investment properties was due to reclassification of land, buildings and
improvements previously recorded as property, plant and equipment (PPE) at revalued amounts. Correspondingly, PPE
decreased. Other Non-Current Assets increased due to advance rental paid to PNR as a result of the turn over to TPI of
about 8.8 hectares of Phase Il A (land) and B (air rights).

The decrease in total Group Liabilities was due to the impact of the reclassification of the revaluation increment on PPE on
Deferred Income Tax Liabilities. Net decrease in Retirement Benefits Liability was due to increase in contribution to the
retirement fund as of the period. Moreover, rental and other deposits increased due to advance rental by tenants. Decrease
in Unrealized Valuation Gain on AFS financial assets was due to the effect of the impairment loss recognized during the
year.

Financing Through Loans

As of 30 June 2015, the Group has no outstanding loan from any financial institution.

Prospects for the future
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The entry of Ayala Land, Inc. will provide the expertise and resources that will optimize the development of the Group’s
property assets, particularly Tutuban Center. The immediate focus of the planned redevelopment of the entire 20-hectare
property will now include the Tutuban Transfer Station which will serve as the interconnection for the government’s massive
NSRP and the LRT 2 West Station extension.

After the sale of the 31-hectare Sto. Tomas, Batangas and the 1-hectare Mandaue, Cebu properties, the Group will now
focus on the conversion of the 15-hectare property in Calamba, Laguna, which houses LCI, into an industrial complex and

attain 100% utilization as a warehouse facility within the next two years.

Key Variable and Other Qualitative and Quantitative Factors

Ratios Formula 30-Jun-15 30-Jun-14
Current Ratio Current Assets 3.52:1 3.93:1
Current liabilities 2,870,126 / 815,492 3,298,691 / 840,410
Debt to Equity Ratio Total Liabilities 0.64:1 0.56:1
Equity 1,714,830 /2,673,903 1,711,654 / 3,042,197
Capital Adequacy
Ratio Equity 0.599:1 0.630:1
Total Assets 2,673,903 /4,461,073 3,042,197 / 4,825,990
Book Value per Share Equity 1.129 1.285
Total # of shares 2,673,903 /2,367,149 3,042,197/ 2,367,149
Income per Share Net Income -0.111 0.087
Total # of Shares -262,236 / 2,367,149 205,903 / 2,367,149

Current ratio shows the Group’s ability to meet its short term financial obligation. As of 30 June 2015, the Group has P3.52
worth of Current Assets for every peso of Current Liabilities as compared to P3.93 as of 30 June 2014. The Group has
sufficient current assets to support its current liabilities as of the period.

Debt to Equity ratio indicates the extent of the Group’s debt which is covered by shareholders’ fund. It reflects the relative
position of the equity holders. The higher the ratio, the greater the risk being assumed by the creditors. A lower ratio
generally indicates greater long term financial safety. Compared to 30 June 2014, debt to equity ratio increased by 14% as a
result of the decline in market value of AFS financial assets.

Capital Adequacy Ratio is computed by dividing the Total Stockholders’ Equity over Total Assets. It measures the financial
strength of the Group. As of 30 June 2015, the Group’s Capital Adequacy Ratio is 0.599 compared to last year's 0.630.
Decrease was attributable to the decline in market value of AFS financial assets affecting the Total Equity.

Book value per share measures the recoverable amount in the event of liquidation if assets are realized at book value. As
of 30 June 2015, the Group has book value per share of P1.129, lower by 12% compared to 30 June 2014.

Income per share is calculated by dividing net income by the weighted average number of shares issued and outstanding.
As of 30 June 2015, the Group reported a P0.111 loss per share as compared to last year's P0.087 income per share.

(i) Any known trends, demands, commitments, events or uncertainties that will have a material impact on
issuer’s liability.

There are no known trends or any known demands, commitments, events or uncertainties that will result in or
that are reasonably likely to result in the Group’s liquidity increasing or decreasing in any material way.

(i) Events that will trigger direct or contingent financial obligation that is material to the Group, including any
default or acceleration of an obligation

There are no known events that will trigger direct or contingent financial obligation that is material to the
Group, including any default or acceleration of an obligation.

(i) Material off-balance sheet transactions, arrangements, obligations (including contingent obligations), and
other relationships with unconsolidated entities or other persons created during the reporting period.
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There are no known off-balance sheet transactions, arrangements, obligations (including contingent
obligations), during the period.

(iv) Any material commitments for capital expenditures, the general purpose of such commitments, and the
expected sources of funds for such expenditures.

The Group has not entered into any material commitment for capital expenditure.

(v) Any known trends, events or uncertainties that have had or that are reasonably expected to have a material
favorable impact on net sales or revenues or income from continuing operations should be described.

There are no known trends, events or uncertainties that have material impact on net sale/revenues/income
from continuing operation.

(vi) Any significant elements of income or loss that did not arise from the registrant’s continuing operations.
The Group did not recognize income or loss during the period that did not arise from continuing operations.

(vii) Causes of Any Material Changes from Period to Period of FS which shall include vertical and horizontal
analyses of any material item (5%).

Causes of any material changes from period to period of FS are included in the Financial Condition.
(viii) Any seasonal aspects that had a material effect on the financial condition or results of operations.
There are no known seasonal aspects that had a material effect on the financial condition or results of
operations.
Fiscal Year 2014

Consolidated Results of Operations

The Group ended the fiscal year (FY) with a consolidated Net Income of P205.9 million lower than the P721.2 million
reported Net Income last year. Net income was due to the recognition of recovery from insurance and gain on sale of
Available for Sale (AFS) financial assets. Last year's Net Income includes gain on condonation of debt, reversal of provision
for losses and net gain as a result of change in accounting treatment of investment in affiliate due to dilution of percentage in
ownership.

Consolidated revenues amounted to P824.7 million, lower by 22% from previous year's P1.1 billion. Revenue from
insurance business grew by 6% as motor car business and accident and health continue to spearhead growth increasing by
7% and 37%, respectively, during the year. On the other hand, overall occupancy for Tutuban Center slightly improved
but was negated by the decrease in rental rates consequently reducing rental revenue by 4%. Sales from tile business
which were mainly sourced from the remaining inventories, dropped by 91%. The Group posted gain on sale of AFS
financial assets.

Total cost and expenses decreased by 29% as cost of goods and services went down by 57%. These include decrease in
cost of sales of and share in CUSA related expenses of about 75% and 23%, respectively, brought about by lower sales
from LCI and reduced power and water consumption. Likewise, operating expenses decreased due to lower provision for
inventory losses and utilities and fuel.

TPI

TPI reported a higher Net Income of P194.0 million during the year compared to P8.1 million last year, due to the recognition
of recovery from insurance. Revenue from Mall operations amounted to P411.3 million compared to last year's P420.6
million. Overall occupancy improved; however, the decrease in average rental rate negatively impacted Rental Revenue by
11%.

On cost and expenses, CUSA related expenses decreased by 23% driven by reduced electricity and water usage. Operating
expenses decreased due to the one-time impairment loss on Receivables reported last year.

FPIC
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Net Premiums Earned (NPE) and Commissions increased by 6% to P222.1 million, as production from motor car, and
Accident and Health businesses grew by 7% and 37%, respectively.

Operating expenses slightly decreased by 1%, cost of underwriting remained at P186 million. General and Administrative
expenses decrease mainly due to the recognition last year of additional provision for taxes on prior year's income. FPIC
reported a Net Loss of P15.6 million compared to a Net Loss of P24.5 million last year.

LCI

Sales from tile business dropped by 93% from the previous year as a result of the shut down of LCI's manufacturing
operations. Sales revenue were primarily sourced from the existing inventories. LCI reported a Net Income of P1.4 billion as
of 30 June 2014.

As a result of approval by the Rehabilitation Court of the Rehabilitation Plan, LCI recognized a gain from condonation of debt
from related parties amounting to P1.5 hillion and P2.6 hillion in 2014 and 2013, respectively. In 2013, LCI likewise
recognized a gain from condonation of debt from trade creditors amounting to P199.3 million.

With its manufacturing operations shutdown since November 2012, LCI focused its activities on the sale of its remaining
inventories and collection of receivables. Accordingly, the company was able to generate positive cash flows from
operations, thus increasing Cash and Cash Equivalents to P81.5 million.

Prospects for the Future

The Group will focus on maximizing the value of its assets while continuing to explore opportunities through acquisitions and
joint ventures.

This includes the full redevelopment of the 8.5-hectare Tutuban property in Manila, whose lease has been renewed until
2039. Also, the conversion of LCI's 15-hectare property in Calamba, Laguna (on which the LCI plant is located), into an
industrial complex has started. It now serves as a warehousing facility for several companies, with a target of 100%
utilization of its more than 70,000 sqm. warehousing area in the next three years. This industrial complex model will likewise
be explored for the 31-hectare property in Sto. Tomas, Batangas.

In Cebu, the best use for the Company’s remaining 1-hectare property in Mandaue is now under study, taking into
consideration the soon-to-be completed Government master plan for Mandaue’s North Reclamation Area.

The Group will also continue to look into tourism-related initiatives. Its most recent acquisition of a 5.8-hectare beachfront-
property Palawan aims to springboard its entry into this sunrise industry.

Key Performance Indicators
The Top 5 Key Performance indicators of the Group are as follows:

Ratios Formula 30-Jun-14 30-June-13
Current Ratio Current Assets 3.90:1 2771
Current Liabilities 3,276,966/ 840,038 3,272,663/1,182,766
Debt to Equity Ratio Total Liabilities 0.56:1 0.75:1
Equity 1,711,654/ 3,042,197 2,053,193/ 2,732,746
Capital Adequacy Ratio Equity 0.630: 1 0.562:1
Total Assets 3,042,197/ 4,825,990 2,732,746/ 4,861,531
Book Value per Share Equity 1.2852 1.1544
Total # of Shares 3,042,197/ 2,367,149 2,146,385/ 2,367,149
Income (Loss) per Share Net Income (Loss) 0.087 0.305
Total # of Shares 205,903/ 2,367,149 721,213/ 2,367,149

Current ratio shows the Group’s ability to meet its short term financial obligation. As of 30 June 2014, the Group has P3.90
worth of Current Assets for every peso of Current Liabilities as compared to P2.77 as of 30 June 2013. Increase was
attributable to the decrease in Accounts Payable and Accrued Expenses. The Group has sufficient Current Assets to
support its Current Liabilities as of the period.
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Debt to Equity ratio indicates the extent of the Group’s debt which is covered by shareholder’s fund. It reflects the relative
position of the equity holders. The higher the ratio, the greater the risk being assumed by the creditors. A lower ratio
generally indicates greater long term financial safety. Compared to 30 June 2013, debt to equity ratio improved as a result of
increase in equity for the current period by 11%.

Capital Adequacy Ratio is computed by dividing the Total Stockholders’ Equity over Total Assets. It measures the financial
strength of the Company. As of 30 June 2014, the Group’s Capital Adequacy Ratio is 0.630 compared to last year's 0.562.
Improvement was attributable to the reduction in Deficit as of the period.

Book value per share measures the recoverable amount in the event of liquidation if assets are realized at book value. As
of 30 June 2014, the Group has book value per share of P1.2852.

Income per share is calculated by dividing Net Income by the weighted average number of shares issued and outstanding.
As of 30 June 2014, the Group reported a P0.087 income per share as compared to last year's P0.305 per share.

(ix) Any known trends, demands, commitments, events or uncertainties that will have a material impact on
issuer’s liability.

There are no known trends or any known demands, commitments, events or uncertainties that will result in or
that are reasonably likely to result in the Group’s liquidity increasing or decreasing in any material way.

() Events that will trigger direct or contingent financial obligation that is material to the Group, including any
default or acceleration of an obligation

There are no known events that will trigger direct or contingent financial obligation that is material to the
Group, including any default or acceleration of an obligation.

(xi) Material off-balance sheet transactions, arrangements, obligations (including contingent obligations), and
other relationships with unconsolidated entities or other persons created during the reporting period.

There are no known off-balance sheet transactions, arrangements, obligations (including contingent
obligations), during the period.

(xii) Material Commitment for Capital Expenditure
The Group has not entered into any material commitment for capital expenditure.

(xiii) There are no known trends, events or uncertainties that have material impact on net sale/revenues/income
from continuing operation.

(xiv) The Group did not recognize income or loss during the year that did not arise from continuing operations.
(xv) There are no known causes for material change (of material item) from period to period.

(xvi) There are no known seasonal aspects that had a material effect on the financial condition or results of
operations.

Financial Condition

Total Assets of the Group stood at P4.90 billion compared to last year's P4.83 hillion. Cash and Cash Equivalents were
reduced by 41% due to the acquisition of new investments and purchase of real estate property in San Vicente, Palawan.
Accordingly, AFS financial assets and real estate held for sale and development increased by 33% and 53%, respectively.
Held- to-Maturity investments that matured were reinvested as AFS financial asset. Decrease in Receivables was due to
collection of insurance receivables. The lower cost of Inventories was due to the LCI plant shut down. Increase in other
Current Assets was due to unutilized creditable withholding during the period.

Current Assets were higher than its Total Current Liabilities, which stood at P3.28 billion and P0.84 billion, respectively.
Decrease in Leasehold Rights, Property Plant and Equipment and Software costs represents depreciation and amortization
as of the period.

The Group reported a 17% decrease in Total Liabilities. This was attributable to the 36% reduction in Accounts Payable and
Accrued Expenses. Retirement Benefit Obligation decreased due to contribution to the retirement fund as of the period.
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Increase in Deferred Income Tax liability was a result of the recognition of recovery from insurance. Increase in unrealized
valuation loss on AFS financial assets was due to the decline in market value as of the reporting period.

Financing Through Loans
As of the reporting period, the Group has no outstanding loan from any financial institution.

Fiscal Year 2013

Consolidated Results of Operations

The Group ended the FY with a consolidated net income of P720.0 million higher than P100.5 million reported Net Income
last year. The increase in Net Income was attributable to gain on condonation of debt, reversal of provision for
losses and net gain as a result of change in accounting treatment of investment in affiliate due to dilution of percentage in
ownership.

Consolidated Revenues reached P1.1 billion, lower by 19% from the previous year's revenue of P1.3 billion. Revenue from
insurance business grew by 9% as the motor car business continues to spearhead the growth with a 15% increase this
year. On the other hand, TPI's operations were significantly affected by the fire that totally damaged CB 1 and rendered CB
2 non-operational for the rest of the FY. Accordingly, overall occupancy and the Rent Generating Area (RGA) decreased,
and consequently, reduced Rental Revenue by 12% compared to last year. Sales from tile business dropped to almost half
of the previous year’s revenue as LCI temporarily ceased its manufacturing operations in mid-November 2012. LCI's Sales
Revenue was primarily sourced from the existing inventories.

Total Cost and Expenses decreased by 8% as rent and utilities and cost of sales went down by 16% and 32%, respectively,
due to lower occupancy and sales volume but was tempered by the significant increase in underwriting costs of insurance
business. The increase in operating expenses was attributable to the provision for probable losses negated by lower
marketing expenses.

TPI

TPI reported a Net Income of P7.5 million during the year compared to a Net Income of P55.3 million last year. Revenue
from mall operations decreased to P417.4 million compared to last year's revenue of P498.8 million which was attributed
mainly to the fire that gutted CB 1 and rendered CB 2 non-operational to date. Overall occupancy and RGA decreased,
resulting to a 12% reduction in Rental Revenue. With CB 1 and CB 2 non-operational, volume of shoppers in Tutuban
Center also decreased affecting other revenue sources, which resulted to other ancillary businesses performing 6% lower
than last year.

CUSA-related expenses decreased by 17% driven by reduced electricity usage and lower cost of contracted services. Direct
operating expenses also decreased by 14% which can be attributed to the reduced rental payment to PNR.

FPIC

Revenue increased by 9% to P210.0 million attributed to higher Net Premiums Earned (NPE) as production from property,
motor car and accident and health businesses grew by 10%, 15% and 24%, respectively.

However, revenue growths were negatively affected by the rise in Underwriting Costs. Operating Expenses increased by
33% due to the accrual of additional provision for taxes on prior year's income. Accordingly, FPIC reported a P24.5 million
Net Loss for the year.

LCl

On 23 December 2011, LCl filed a Petition for Rehabilitation (Petition) with RTC-Calamba under the Financial Rehabilitation
and Insolvency Act of 2010, to arrest its continuing financial losses for the past several years and to enable it to eventually
meet its financial obligations to its creditors. On 20 December 2012, the Court issued an Order approving the Third
Amended and Restated Rehabilitation Plan (RP) and ordering LCI to submit a Status Report on the implementation thereof
every 90 days. The RP is a combination of debt re-scheduling, debt condonation and debt-equity conversion.

As a result of approval by the Court of the RP, LCI recognized a gain from condonation of debt from trade creditors and
related parties amounting to P199.3 million and P2.4 billion, respectively.
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In November 2012, LCI temporarily stopped its manufacturing operations as prevailing market conditions remain
unfavorable. Cost reduction programs including retrenchment, were implemented as part of its rehabilitation program and to
maintain its business viability. LCI focused its activities on the sale of its remaining inventories and collection of receivables.
Accordingly, LCI was able to generate positive cash flows from operations and increased its Cash and Cash Equivalents to
P85 million.

Sales from tile business dropped to almost half of the previous year’s revenue as LCI temporarily stopped its manufacturing
operations. Sales Revenue was primarily sourced from the existing inventories. LCI reported a Net Income of P2.6 billion as
of 30 June 2013.

Prospects for the Future

While the lingering effects of the September 2012 fire are still being felt within TPI, the Group’s priority is to ensure the
resumption of normal operations for CB 2 while integrated redevelopment plans for CB are being discussed with a third
party consultant.

The repositioning of the Centermall beginning 2014 in terms of concept, tenant mix and exhibit operations is also being
explored. The strategic plan for the next three years is to realign current merchandising mix to bring in new complementary
businesses involving services, entertainment, and retail outlet hubs. For operational efficiency, a major energy efficiency
project that seeks to lower air conditioning and lighting costs is targeted for implementation within the first quarter of 2014.

The 41-room Orion Hotel, which was completed in November. 2012, is leading the transformation of Prime Block. The
construction of a complementary coffee shop/restaurant adjacent to the hotel by early 2014 is also being finalized.

Meanwhile, FPIC was able to meet the P250 million minimum capitalization requirement for existing non-life insurance
companies by 30-June 2013. The focus now is the thorough evaluation of the viability of the business in the light of the
minimum net worth requirement of P550 million by 2016.

For LCI, pending the court ruling that will put the final amendments to the company’s rehabilitation plan, Management is
exploring other business options for the highest and best use for the property and plant facilities. Initial plans to convert the
entire 15-hectare facility into a comprehensive and integrated warehousing complex with PEZA accreditation are currently
being evaluated.

In addition, the Group marked its entry into tourism-related initiatives with the acquisition of a 5.8-hectare property in
Palawan in September. The property, with a 115-meter beach frontage, is located in the first-class municipality of San
Vicente, a largely untapped area of Palawan endowed with white sand beaches, coral reefs, vast forest cover, and varied
endemic flora. Plans on the high and best use of the P147 million property are currently being explored.

Key Variable and Other Qualitative and Quantitative Factors

The Top 5 Key Performance indicators of the Group are as follows:

Ratios Formula 30-Jun-13 30-June-12
Current Ratio Current Assets 2611 1611
Current Liabilities 3,300,817/ 1,265,783 2,179,854/ 1,351,379
Debt to Equity Ratio Total Liabilities 0.71:1 0.98:1
Equity 1,980,353/ 2,805,625 2,115,064/ 2,146,385
Capital Adequacy Ratio Equity 0.577:1 0.494:1
Total Assets 2,805,625/ 4,861,570 2,146,385/ 4,346,957
Book Value per Share Equity 1.1852 0.9067
Total # of Shares 2,805,625/ 2,367,149 2,146,385/ 2,367,149
Income (Loss) per Share Net Income (Loss) 0.304 0.042
Total # of Shares 720,018/ 2,367,149 100,547/ 2,367,149

Current ratio shows the Group’s ability to meet its short term financial obligation. As of 30 June 2013, the Group has
P2.61 worth of Current Assets for every peso of Current Liabilities as compared to P1.61 as of 30 June 2012. Increase was
attributable to the change in accounting treatment of certain investment in affiliate due to the dilution of percentage in
ownership. The Group has sufficient current assets to support its current liabilities as of the period.
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Debt to Equity ratio indicates the extent of the Group’s debt which is covered by shareholder’s fund. It reflects the relative
position of the equity holders. The higher the ratio, the greater the risk being assumed by the creditors. A lower ratio
generally indicates greater long term financial safety. Compared to 30 June 2012, debt-to-equity ratio improved as a result of
increase in equity for the current period by 28%.

Capital Adequacy Ratio is computed by dividing the Total Stockholders’ Equity over Total Assets. It measures the financial
strength of the Group. As of 30 June 2013, the Group’s Capital Adequacy Ratio is 0.577 compared to last year's 0.494.
Improvement was attributable to reduction in Deficit for the period.

Book value per share measures the recoverable amount in the event of liquidation if assets are realized at book value. As
of 30 June 2013, the Group has book value per share of P1.18.

Income per share is calculated by dividing net income by the weighted average number of shares issued and outstanding.
As of 30 June 2013, the Group reported a P0.304 income per share as compared to last year's income of P0.042 per share.

(i) Any known trends, demands, commitments, events or uncertainties that will have a material impact on
Issuer’s liability.

There are no known trends or any known demands, commitments, events or uncertainties that will result in or
that are reasonably likely to result in the Group’s liquidity increasing or decreasing in any material way.

(i) Events that will trigger direct or contingent financial obligation that is material to the Group, including any
default or acceleration of an obligation

There are no known events that will trigger direct or contingent financial obligation that is material to the
Group, including any default or acceleration of an obligation.

(iif) Material off-balance sheet transactions, arrangements, obligations (including contingent obligations), and
other relationships with unconsolidated entities or other persons created during the reporting period.
There are no known off-balance sheet transactions, arrangements, obligations (including contingent
obligations), during the period.

(iv) Material Commitment for Capital Expenditure
The Group has not entered into any material commitment for capital expenditure.

v) There are no known trends, events or uncertainties that have material impact on net sale/revenues/income
from continuing operation.

(vi) The Group did not recognize income or loss during the year that did not arise from continuing operations.
(vii) There are no known causes for material change (of material item) from period to period.

(viii) There are no known seasonal aspects that had a material effect on the financial condition or results of
operations.

Financial Condition

Total Assets of the Group reached P4.9 hillion compared to last year's P4.3 billion. Growth in Total Assets was attributable
to the increase in Receivables due to higher losses recoverable from the reinsurers. Proceeds from the sale of Pepsi shares
increased Cash and Cash Equivalents to P663.8 million, a 22% increase from the previous year as the Group continues to
beef up its cash.

Increase in AFS Investments was a result of change in accounting treatment of investment in CBC from Investments in
Associates to AFS Investments, due to dilution of ownership to less than 20% arising from the increase in capital of CBC.
Accordingly, the CBC shares were restated at the prevailing market value as at the end of the FY. Current Assets was
higher than its Total Current Liabilities, which stood at P3.3 billion and P1.3 billion, respectively. Unrealized Valuation Gain
decreased due to realization of profit upon sale of AFS Investments. The lower cost of Inventories was due to the temporary
stoppage of plant operations, provision for inventory losses and lower volume of finished goods as of the end of the FY.
Similarly, there was a decrease in Leasehold Rights and Software Costs attributable to amortization during the year.
Other Current Assets grew by 4% due to unutilized creditable withholding tax and input value added tax. The decline in
Other Non-Current Assets was due to the decrease in deferred reinsurance premium.
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The Group registered a 6% decrease in Total Liabilities. Trade payables was reduced by 83% due to settlement and
condonation of debt of trade creditors as a result of LCI's approved RP. On the other hand, insurance claims increased
substantially as a result of claims and losses from property business, which correspondingly increased the amount of
receivables from reinsurers. The reduction in Subscription Payable was due to application of advances to affiliates.

Financing Through Loans

As of the reporting period, the Group has no outstanding loan from any financial institution.

Information on Independent Auditors

1) External Audit Fees and Services

(@) Audit and Audit-Related Fees

Please refer to the discussion on the FY 2016 Audit Fees and Audit Related Fees on page 9 of the Definitive
Information Statement (SEC Form 20-IS).

(b) Tax Fees
For FY 2016, the external auditor also rendered tax advisory services and knowledge transfer workshop (in
connection with Employees Stock Ownership Program valuation) to the Company, for which the Company paid
P908,000.00 as professional fees. There were non-audit services rendered by the external auditors in FY 2015.
(c) All Other Fees

No known Other Services were rendered by external auditor aside from that stated above for FYs 2013 to 2016.

Audit and Audit-Related Fees are as follows:

2016 2015 2014 2013
Professional Fees P1,200,000.00 P2,488,536.00 P2,382,930.00 | P2,279,750.00
Value Added Tax 144,000.00 298,624.32 285,952.00 273,570.00
Total Audit Fees P1,344,000.00 P2,787,160.32 P2,668,882.00 | P2,553,320.00

The non-audit services fees are as follows:

2016 2015 2014 2013
Professional Fee- Tax Advisory | P 225,000.00 - - -
Knowledge Transfer Workshop 650,000.00 - - -
(ESOWN Valuation)
Value Added Tax 105,000.00
Total Audit Fees P 980,000.00
(d) The Audit and Risk Management Committee (‘Audit Committee”) performs oversight functions over the

Corporation’s external auditors in accordance with the Company’s Revised Manual of Corporate Governance
(‘Revised Manual”). It reviews and approves all reports of the external auditors prior to presentation to the Board
of Directors for approval. The Audit Committee discusses with the external auditor the scope and expenses for the
audit prior to conduct of the audit. It evaluates and recommends to the Board of Directors the external auditors of
the Company for the ensuing fiscal year.

2) For FY 2015-2016, please refer to the discussion on Independent Public Accountants on pages 8-9 of the
Company's Information Statement.

Compliance with Corporate Governance

On 30 July 2015, the Company amended its Revised Manual of Corporate Governance (the “Revised Manual”) to include
the provisions on stakeholders as provided in the Revised Code of Corporate Governance as required under SEC
Memorandum Circular No. 9, Series of 2014.
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The Company has substantially complied with its Revised Manual with the election of two independent directors to the
Company’s Board. The Company has, for the last ten years, complied with the requirement for the creation of the Audit,
Compensation, and Nomination and Election Committees and the election of the members of each committee; the regular
conduct of meetings of the Board, certification on attendance in meetings of the directors and committee members; has a
written Code of Conduct/Policy Manual prepared by its Human Resources Department, and adherence to applicable
accounting standards and disclosure requirements.

The Revised Manual provides in detail the qualifications and disqualifications of the Board. The duties and functions of the
directors are also provided in the Revised Manual. The performance of the directors will be measured against the criteria
established in the Manual.

In compliance with the requirements of the PSE, the Company established its official website, www.primeorion.com, on 16
June 2008. This website is updated regularly and contains all the corporate information on the business and
management of the Group, corporate governance reports and disclosures made by the Company. The website was
updated in compliance with the template requirements under SEC Memorandum Circular No. 11, Series of 2014.

A Full Business Interest Disclosure Form has been adopted and has been accomplished by the directors and key officers of
the Company. The Company also submitted to the SEC the Certification of Qualification of its Independent Directors Al
directors have attended a corporate governance seminar in 2015 in compliance with SEC Memorandum Circular No. 20,
Series of 2013. For 2016, five (5) directors have attended a corporate governance seminar.

Company policies on Code of Business Conduct and Ethics, Conflict of Interest, Related Party Transaction, Insider trading,
Whistle Blowing, Management Succession and Health, Safety and Welfare have been developed and may be accessed in
the POPI website. The Charters of the Nomination Committee, Audit and Risk Committee and Compensation and
Remuneration Committee may also be accessed in the website of the Company.

The Company and its operating subsidiaries prepare and adhere to their respective business plans, budget and marketing
plans. The Management prepares and submits to the Board, on a regular basis, financial and operational reports
which enable the Board and Management to assess the effectiveness and efficiency of the Company and its operating
subsidiaries. The Audit and Risk Management Committee reviews the quarterly and annual financial statements before
their submission to the Board.

On 28 June 2013, the Corporation submitted to the SEC and PSE its Annual Corporate Governance Report (SEC Form-
ACGR) as prescribed in SEC Memorandum Circular No. 5, Series of 2013. Changes and updates to the ACGR have heen
submitted to the SEC. The Consolidated Changes to the ACGR for the CYs ended 31 December 2015 and 31 December
2014 and FY ended 30 June 2014 have been uploaded in the POPI website.

In compliance with SEC Memorandum Circular No. 1, Series of 2014, the Company, on 5 July 2016, submitted its
advisement letter on the attendance of Directors in Board and Committee meetings or five (5) days from the end of the
Company’s fiscal year.

For FY 2015/2016, the BOD had fifteen (15) meetings. Of said meetings, eleven (11) meetings were held before the entry of
ALl from 1 July 2015 to 24 February 2016. The members of the Board then attended all eleven (11) meetings, except for
one director who was not able to attend one (1) meeting. For remaining four (4) meetings (held from 1 March to 16 May
2016), all the directors were present. Attendance in the meetings of the Board Committees for FY 2015/2016 were as
follows: (a) Nomination Committee-100% attendance; (b) Audit Committee- One director was not able to attend one meeting
out of six (6) meetings; and (c) Compensation and Remuneration Committee- one director was not able to attend one
meeting out of three (3) meetings for the fiscal year. The attendance of directors in Board meetings for 2016 and 2015 are
available in the Company’s website.

No annual stockholders’ meeting was held in 2015. However, all members of the Board attended the Special Stockholders’
Meeting held last 20 October 2015.

On 6 October 2015, the Board approved the Self-Assessment Form and Self-Assessment Results of the Board as well as
the Self- Assessment Rating Form and Worksheet of the Audit Committee (for FY 2014/2015). The self-assessment results
of the Board and the Audit and Risk Management Committee for FY 2013/2014 were approved on 2 October 2014. The
self-assessment forms of the Board and Audit Committee for FY 2015/2016 are subject to review.

There were no major deviations to the Revised Manual. The Company will continue to work on its systems and procedures
to improve compliance with the Revised Manual.
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Audited Consolidated Financial Statements of the Company and Quarterly Report for the Quarter Ended 30
September 2016

Please refer to the attached F/S for the FY ended 30 June 2016 and the following additional components of the financial
statements as required under SRC Rule 68 (as amended in October 2011):

~wn =

5.

Auditor’s Report;
Reconciliation of Retained Earnings Available for Dividend Declaration as of 30 June 2016;
Tabular Schedule of Standards and Interpretation as 30 June 2016;

Map of the POPI Group of Companies showing the relationships between and among the parent company and its
subsidiaries; and
Schedule showing financial soundness indicators for 2016 and 2015.

The F/S for FY ended 30 June 2015 and the SEC Form 17-Q for the period ending 30 September 2016 are also attached to
this Report and may also be accessed in the website of the Company.
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STATEMENT OF MANAGEMENTS RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of PFRIME ORION PHILIPPINES, INC. i responsible for the preparation and fair
presentation of the consolidated financial statements for the Oscal vears ended June 30, 2005 and 2014,
mcluding the additional components attached therein, in accordance with Philippine Financial Reporting
Standards, This responsibility includes designing and implementing internal controls relevant to the
preparation and fair presenaion of firancial statements that are ffee from material misstatement, whether diss
o frand or ervor, selecting and applying appropriate accounting policies, and making accounting estimates that
ire reasonnble in the circumstances,

The Bimrd of Directors reviews and approves the consofidased financial statements and submiss the same to the
stockholders of the Company,

SvCip Gorres Yelayo & Co,, the independent auditors appointed by the Board of Directors and Stockholders,
leas exumined the consolidated financial statements of the Company and its subsidiaries in accordance with
Philippine Standards of Auditing and in its report w0 the stockholders, bas expressed i opinion on the faimess
ol presentafion upon completion of such examination.
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INDEPENDENT AUDITORS® REPORT

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

6801 Ayala Avenue, Makati City

We have audited the neeompanying consolidated financial statements of Prime Orion Philippines, lnc,
and its subsidiarics, which comprise the consolidated statements of financial position as at

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

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

Management's Responsibitity for the Consolidated Financial Statemets

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Philippine Financial Reporting Standards, and for such internal control
as management delermings is necessary to enable the preparation of consolidated financial statements
thai are free from material misstatement, whether due 1o fraud or error.,

Asditors’ Responsibility

Olur responsibility is (o express an opinion on these consolidated financial statements based on our
sudits. We conducted our audits in accordance with Philippine Standards on Auditing, Those
stancdards require that we comply with ethical requirements and plan and perform the audit to cbtain
reasonahle assurance about whether the consol idated financial statements are free from material
misstatement.

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

We helieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
car audit opinion,
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Opinion

In our opinion, the consolidated financial statements present fairly, im all material resoecis, the
financial position of Prime Crion Philippines, Inc. and its subsidiaries as at June 30, 2015 and 2014,
and their fingncial performance and their cash flows for the three years then ended June 30, 2013,
2014 and 2013, in accordance with Philippine Financial Reporting Standards,

SYCIP GORRES VELAYO & CO.

J,.,P.,F;h E’.W

Jose Pepito E. Zabat [11
Partner
CPA Certificate No, 85301
SEC Accreditation Mo, 0328-AR-3 (Group A),
May |, 20135, valid until April 30. 2018
Tax ldentification Mo. 102-100-8340
BIR Accreditation Mo, 08-00| 998.60-201 5,
February 27, 2015, valid until February 26, 2018
PTR Mo, 4731344, January 5, 2015, Makati City
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PRIME ORION PHILIPPINES, INC, AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

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

Jume 30

s 2014
ASSETS
Currenl Assels
Cash and cash equivalents (Note 4) F151,703 B3T1,534
Receivables (Note 5) 496,116 603,141
Inventories (Mote &) 12,006 18,474
Feal estaie held for sale and development (Mote 7) 430,103 A29 507
Amounts owed by related parties (Mote 18) 9 22
Available-Tor-sabe (AFS) linancial assets (Mote B) 1,507 408 1,643 B8
Financial assets at fair vakue through profit or loss (FVPL) (Note 9) 27,992 -
Other current assets (Note 10) 244,729 232115
Total Current Assels 2,870,126 3,298 691
MNoacurrent Assels
Investments in an associate (Mote 11) 2.5 2564
Investment properties (Note 12) 1329022 737 488
Property, plant and equipment (Note 13) 46,328 672,083
Software costs (Note 14) 8800 §.957
Chther noncurrent assets (Note 15) 204226 [ 06.207
Total Noncurreat Assets 1,590,947 [,527.290
TOTAL ASSETS 4,461,073 B B25.990
LIABILITIES AND EQUITY
Current Liabalities
Accounts payahle amd accrued expenses (Note 16) Po6T 262 BGTI, 755
Current portion of rental and other deposits (Note 17) 148,230 166,655
Total Current Liabilities Bi5492 240,010
Moncurrent Liabilities
Remtal and other deposits - net of current portion (Note 17) 85331 48,088
Retirement benefits habitity (Note 23) 06,975 W18
Deferred rent income (Mote 17) T02 735
Deferred income tax liabilities - net (Note 24) 234,565 241 561
Subscriptions pavahle {Note 19) 451,675 481,675
Total Noncurrent Liabilities R0 338 B71,244
Total Liabilities P1.714.830 P1,711.654




I

June 30

s 2014
Equity Attributable to Equity Holders of the
Pareni
Capital stock - B] par value
Authorized - 2,400, 000,000 shares
Issued and subscribed - 2,367,149.383 shares {net of
subscriptions receivable of #297,237 and #300,792 as at
June 30, 2015 and 2014) F2.069,.912 #2066 357
Additional paid-in capital 829,904 529904
Treasury shares (21,916) -
Fevaluation increment on property, plant and equipment (Mote 13) 244,622 252 233
Unrealized vahluation gains {losses) on AFS financial ussets (Note §) 2,066 §3,801
Loss on remeasurcment of retirement benefits lability (Mote 23) (T2 481) (66, 736)
Deficit (378.204) (123.362)
2,673,903 1,042,197
Non-Controlling Interests 72,340 72,1389
Total Equity 2,746,243 1.114.336
TOTAL LIABILITIES AND EQUITY #3,461,073 B4 525 990

Xee aoeompanying Notes to Consolidated Fimancial Salemenis.



PRIME ORION PHILIPPINES, INC, AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

{Amounts in Theusands, Except Earnings Per Share)

Years Ended June 30
2015 2014 2013
REVENLE
Rental and other charges (Mote 12§ Fi14,475 B2 520 P19, 769
Lnsurance premioms and cvmmissions - net 236,452 222,126 204,889
Interest income on AFS firancial assets (MNote 8) 11,753 7803 21,979
Merchandise sales £611 22070 255,390
Service fiees 5,070 6,972 3,440
Gain on sale of AFS financial assets (Kole B) #8406 159 159 147,303
Dividend income (MNotes & and 95 4,218 4,032 1,310
691,438 524 712 1059 0195
COSTS ANT EXPENSES
Cost of goeds sold and services (Noise 20) 226,309 247 8032 LR3630
Operating expensas (Mote 20) 357414 IR6,673 403,950
Commission and sther underwriting expenses 173,252 86,534 1BS.914
T56,.975 216,009 1155 404
OTHER INCOME [CHARGES)
Impairment losses on AFS financial assets (Mate 8] {241,187 (2,600 {291,501
Gain on sale of property, plant and equipment (Mot 13) 15,324 146 1,204
Reversal of impairment lisses on receivables &9 - -
Interest expense and bank charges - net (Note 22) 1,825 1,366 {1,843)
Reversal of inventary losses (Mote 6) 1,241 4,360 -
Lnrealized gain on fimancial asses & FYPL (Moite @) B0 x
Behabilifation cxpenses {MNote 1) {60 {13.455) [ DGy
Equity in net income {less) ol associntes {Hote 11) T {24 3z
Recovery from insurance {MNote 1) - 265,282 T&,085
Loss on write off on investment properties {Mote 12) - (28E) -
Keversel of probable lasses (Mote 16) - 143,344
Caain on re-measurement to AFS financial assets (Mote §) 3 =5 o4 107
Gainen condonation of debt (Note 1) - - 190342
Casualty Joss {Motes 12 and 13) - = {63.247)
Reversal of impairment losses on amounss owed by relaed
parties (Note 18) - 62,4462
{xhers - el 2R,938 23, 9R5 115354
{186,132) 379,150 823,202
INCOME [LOSS) BEFORE INCOME TAX (I5E,6T1) 287 851 T2 803
FROVISION FOR |le"l:i|‘l'l_'§ TANX - Met {Mote 24} 11,564 £1,950 5,500
MET IMCOME (LA0S5) (#I61.234) 205,903 ri21.213
ATTRIBUTABLE TC:
Equity hobders of the Parent (B2H2A455) Frinain FII8.630
Nmrmmﬂm Imléresis 217 {4.715) (ALY
fnﬁziﬁ} F205.903 Fr2l.2E5
EARNINGS (LOSS) PER SHARE (Note 25)
Basic and dibuted, for income for the yesr atirbutable to
ordinary equity holders of the Parert (P11} B0 P31

See avcomparning Notes to Coreofidisd Fimarciol Sosements



PRIME ORION PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

{Amounis in Thousands)
Years Ended June 30
2015 2014 2003
NET INCOME (LOSS) (B262,236) B205.903 RT21.213
OTHER COMPREHENSIVE INCOME
Cither comprehensive incone fo be reclassificd o

jrrafit ar loss in subsequent periods.
Unrealized valustion gains on AFS financial
assels | Note B)

Cither comprehensive income (loss) not to be
reclassified 1o projfit or loss in subsequent
periods:

Loss on remeasurement on retirement
benefits lability net of tax (Note 23)
Effect of shortened corporate life of a
subsidiary (Note 1)
Revaluation increment on property, plant and
= equipment, net of tax (Note 13)

2351 245,666 62,571

{5,745) (8.592) {23,619)
- 5026

- - (198)

TOTAL COMPREHENSIVE INCOME (LOSS)

(FE267,730) P448.003 R739.767

ATTRIBUTARLE TO:
Equity holders of the Parent
Mon-controlling interesis

(P275,665) 454,024 P760,937
7835 (6,021) (1,170

(#267,730) 448,003 B759.767

Feer accomyraying Nowes 1o Cwvisolbafed Finameid Saresienis
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PRIME ORION PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Years Ended June 3

2015 2014 il
CASH FLOWS FROM DPERATING ACTIVITIES
Incoime (loss) before income tax {R250,672) FIRT RS P76 803
Adpustments for;
Depreciation and amortization (Moedes 12, 13,
14 and 27) Ta.747 21675 85,107
Provision (Recovery of) for impairment losses on:
AFS Minancial azsets (MNote 8) 241,187 2,500 291,50
[nventories [ Mote &) - 1,588 0 a5k
Receivables (Mote 5) (5.538) (553) 0,536
(b gurrent assets (Mote () Th il |93
Amounts owed by related parties (Note 18) 15 - (62,462
Retirement benefits cxpense (Mot 23) 12,773 25334 21,345
Interest income (16,5%9) {13,623) (28,055)
Gain on sale of;
Property, plint and equipment (Mote 13) {15,345) {19a} (1,206)
AFS financial assats (Note 8) {8,846) {158,180} (147 303}
Dividend ineome {Mote K) {4,228) (4,032) (1,319
Reversal [or mvendory losses (Nale &) (1,241) {4,360) -
Interest expense and hank charpes (Naote 22) £ 1.560 812
Crain on valuation of f@ir value of FVPL {130} -
Exquity in net loss (mcome) of associates (Note 1 1) (n 24 (32}
Recovery from msurance (Note 1) - (269.282) (T8.086)
Loss on write-of invesiment property (Note 12) - 288 -
Unrealtzed foreign exchange losses (pains) - net 4 il
Feversal of probable losses (Mote 16) - - (243 346}
Gain on re-measurement (o AFS financial assers
{Moie B) - (S04, 1007}
Cain on condonation of debt (Mote [} - = 159202 )
Casualty Inss (Motes 12 and 13) - = 63,247
Ciperuting income (loas) before working capital changes 41,718 {30,234) {74,637}
Decrease {increnss) in;
Receivahles 110,966 510 143 {305,431
Inventomies 7,709 14,744 02970
Real estate held for sale and development (506) (149.328) {1,059)
Amounts owed by related parties (2 - -
Other current asiets {12,694} (32475) (8.198)
Increase {decrease) in:
Acgounts payable and acerued expenzes {6,511 (381,546} 364,346
Rental and other deposits IR818 15,584 {1.162)
Met cash flows generated from (used in) operations 159,410 {4,412} 60,829
Interest receivid 15,156 |4 466 28,053
Income tax paid {19,712} {11,589) {1057
Interest paid (523) {1,569) {812)
Mer cash fows from (used in) operating activives 157 371 [P43, 104 PRI OIS

{Frorward)



Years Ended June 350

1015 2014 2013
CASH FLOWS FREOM INVESTING ACTIVITIES
Contributions paid (¥30,728) {#55,481) {(P21,657)
Proceeds from sale of

AFS fAnmmcial assets (Mote &) 094,593 222,945 193,437

Property, plant and eqguipment 15,345 230 2084
Acguisitions ol

AFS financial assets (Note 8) 27L17T) (183.204) (178,101)

Investment propertics (Mote 12) (34,197) (15477} (58.485)

FWPL investments 27,71 =

Propecty, plant and equipment {Noie 13) (7.367T) [ 106600 (16,918)

Software cost (Note |4) (3,805) {4, 183) {3.003)
Decrease (inrease) in:

Other noncurrent assss (98,019 8363 1,150

Amounts owed by related parties = 3 (1%4)

HTM mvestments - 2 (W)

Dreferred rent income L | 423 84
Dividends received (Mote §) 4,228 4032 x4
Met cash flows from (used in) investing activities {358,765) (43 1.409) 20,261
CASH FLOWS FROM FINANCING ACTIVITIES
Acguisition of treasury sharcs (21,916)

Collection of subscription receivables 3,555 = =
Decreass i minority interest (16) 2843 -
Decreasa in amounts owed to related partics (Note | 8) = {2671 =
Met cash flows from (used in) financng sctivities {18.377) 70

NET INCREASE (DECREASE) IN CASH AND CASH

EQUIVALENTS (209771 (274,343) 276
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR IT1L.5M 4587 544 601
CASH AND CASH EQUIVALENTS

AT END OF YEAR {Mote 4) B151,763 p3T1.534 Pé45.877

See avcompaning Nives o Comsolidated Firanciol Statements



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

. Corporate Information and Status of Operations

Corporate Information

Prime Orion Philippines, Inc. (POPI; the Parent Company) was incorporated and registered with
the Philippine Securities and Exchange Commission (SEC) on May 19, 1989, The Parent
Company's primary purpose then was (o acquire by purchase, exchange, assign, donate or
otherwise, and to hold, own and use, for investment or otherwise and to sell, assign, transfer,
exchange, lease, develop, mortgage, pledge, traffic, deal in and with, and otherwise operate, enjoy
and dispose of any and all properties of every kind and description and wherever situated, as and Lo
the extent permitted by law, including but not limited fo, buildings, tenements, warehouses,
factories, edifices and structures and other improvements, and bonds, debentures, promissory notes,
shares of capital stock, or other securities and obligations, created, negotiated or issued by any
corporation, association, or other entity, domestic or foreign. The Parent Company’s registered
office address is 200F LKG Tower, 6801 Avalas Ave., Makati City.

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

Satys of Operations

On Decermber 21, 200 |, Lepanto Ceramics, Ine. {LCl; a subsidiary) filed a Petition for
Rehabilitation (PR} with the Regional Trial Court of Calamba (RTC-Calamba) under Republic Act
(RA) Mo, 10141, otherwise known as the Financial Rehabilitation and Insolvency Act of 2010, 1o
arrest LCTs continuing financial losses for the past several vears and 1o enable it 1o eventually meet
#s financial obligations to its creditors, On January 13, 2012, RTC-Calamba, Branch 34 (the
Coun) issued a Commencement Order which stayed enforcement of all claims against LCI
accruing pricr to January 13, 2012, On March 26, 2012, the Court issued an Order, giving due
course to the PR, appointing 2 Rehabilitation Receiver (RR)and directing him to submit an
amended Rehabilitation Plan (RP) based on comments submitied by credifors.

However, the Revised and Restated RP, the Second Amended and Restated RP, and the Third
Amended and Restated RP, all of which were crafied by the RR, were respectively voted upan and
rejected by the creditors, On November 28, 2012, the RR submitted to the Court the Third
Amended and Restated RP with the Recommendation 1o Confirm the Third Amended and Restated
RP Pursuant to Section 63, of BA Mo, 10142,

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

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

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

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



c. Clags 3 [Trade) Credifors will condone 85% of their allowed claims;

d. Clags 4 (Non-Trade Unsecured) Creditors will advance 1o LTI such amount necessary to pay
| 5% of the allowed claim of each Class 3 (Trade} Creditor;

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

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

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

h. The common shares held by the Class 5 (Secured Creditor) in LCT will be converled to
preferred shares,

As a resullt of the approval by the Court of the Third Amended and Restated RP, LC] recognized a
gain on condonation of debt from trade ereditors and related parties amounting to nil and
B1,499.78 mullicn in 2015 and 2014, respectively (see Note 16), In 2013, the Group also recognize
a gain on condonation of debt from trade creditors amounting to £19%.3 million,

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

. Inclusion of the Deposit for Future Subseription of Orion | Holdings Philippines, Inc. (OTHPD
in the amount of #373.62 million among the ¢laims 1o be condoned; and

b, Condomation of the claims of OJHPI 10 the extent of 80% of the market value of LCI's assets
securing the Mortgage Trust Indenture (MTI) and Collateral Trust Indenture, or in the amount
of B&77.50 million and an adjustment on the excess market value of the collateral amounting to
#451.66 million 1o attain solvency

¢.  Hoth RR and the affected creditor, OTHPI, filed their comment to the Mation to Amend,
signifying their assent thereto, On March 3, 2014, the Count issued an Order granting the
Mlotion to Amend.

Om May 29, 2014, LCI filed a Motion for Termination of Rehabilitation Proceedings, stating that
LTI has substantially accomplished the lasks and conditions provided in the Third Amended and
Restaled BP, as follows:;

a. Payment to claimants - LCI has already paid 50% of its obligation to Class 1 crediors
amounting to P0.72 million. Class 2 creditor has already been paid in full. Meanwhile, Class 3
creditors have been paid #34,23 million or 36% of their claim. The unclaimed paymenis were
deposited to Metropolitan Bank and Trust Company (MBTC) as *Unclaimed Claims Reserve
Fund™ {the Fund}. A creditor or worker may obtain payment from the account upon
presentation of sufficient proof of authority or identity within two (2) years from the opening of
the scoount.



P, o

b, Conversion of shares - LCI's Board of Directors (BOD) authorized the conversion of shares of
stoeks in ageordance with the conditions in the Third Amended Plan, Om April 30, 201 3, the
SEC approved the amendment of its Articles of Incorporation to reflect the said convergion.

g, Condonation of debt - In a special meeting held on March 27, 2014, the BOD of OIHPI
approved a resolution condoning the entire unsecured claim and a portion of its sscured claim
egquivalent o #0% of the market value of LC1s collateral assets. Tncluded in the debas
condoned are loans listed in the books of LC as Depaosit for Future Subscription under
“amounts owed to related parties™ amounting to B173.62 million

The rehabilitation expenses mcurred by LCI amounted to P0O.61 million and P13.49 million in 2015
and 2014, respectively.

As at June 30, 2015 and 2014, LI has settled a portson of its Hability to ils creditors under the
approved rehabilitation plan amounting 1o #0.14 million and B1.52 million. respectively.

With the total lifting of the impoet safeguards for ceramic tiles beginning 2010, LCI suspended its
manufacturing operations in 2012 and started renting out its warehouses in July 2014, The
amended articles of incorporation of LC) states that LCT may purchase, acquire, own, lease, sell
and convey real properties such as lands, buildings, factories and warchouses and machineries,
equipment and other personal properties as may be necessary or mcidental 1o the conduct of the
corporate business, and o pay in cash, shares of #s capital siock, debentures and other evidences of
indebtedness, or other securitics, as may be deemed expedient, for any business or property
acquired by the corporation as one of its sccondary purposes,

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

Tutuban Properties, Inc. (TP a subsidiary) were damaged by fire. Fixed assets which were
completely destroyed were written off, while those pantially damaged assets were provided with an
allowance for impairment. These property losses, with a net book value of B63 .25 million are
recorded as "Castalty loss” o the 2013 consolidated statement of income.

FLT Prime Insurance Corporation (FPIC), the insurance policy provider and a related party,
recognized the incident as a fire loss event. The insurance policy was substantially ceded by FPIC
to third panty reinsurers. In line with this, TPI recognized recovery from insurance amounting o mil
and P269.28 million in the consolidated statement of income in 2015 and 2014, respectively.

TPI received insurance proceeds from FPIC amounting to B134,43 million and
P174.71 million in 2015 and 2014, respectively

In January 2015, TP1 opened Orion Café adjacent to Oricn Hotel, which is also located at the third
level of the Tutuban Primeblock Building. The café offers a comfortable area where guests can
relax and enjoy gourmet coffee, refreshing drinks and delicious meals and snacks.

On April 1, 2005, TP1 signed a Memorandum of Understanding with the Depariment of
Transportetion and Communication (DOTC) and Philippine Mational Railways (PNR) in
connection with the finalization and implementation of plans 1o North-South Railway Project
(NSREP) of DOTC, The NSRP involves construction of the Morth Line (Bulacan to Tutuban) and
South Line (Tutuban to Afbay) with the transfor station located ar Tutuban Center,

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

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

Basis of Preparation

"The consolidated financial statements have been prepared on a historical cost basis, except for
available-for-sale (AFS) financial assets, Land, land improvements, building and building
mmprovements (included under “Property, plant and cquipment™) and financial assets at fair value
through profit or loss (FVPL) that are carried at fair values. The consolidated financial statements
are presented in Philippine pese. which is the Group®s functional and presentation currency under
Philippines Financial Reporting Standards (PFRS). All values are rounded off to the nearest
thousand (#1,000) except when otherwise indicated.

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

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

Effective Percentage
Subsidiaries Mature of Business of Ownership
20158 2014
Real Estate, Property Development
and Oithers:
Orion Land, In¢. (OLI) and Subsidiarics:
OLl Real Estate and [nvestment
Holding Company 100.00%,  100.00%
TP and Subsidiaries:
TP Real Estare, Mall Operations ~ 100.00%  100.00%
TPl Holdings Corporation
{(TPIHC) Investment Holding Company — 100.00%  100.00%
Orion Property Development, Inc.
(QPDI} and Subsidiaries:
OFPDI Real Estate Development 100.00% | 0000
Orion Beverage, Inc. (OBI) * Manufacturimg 100.00% [ 00.00%

Luck Hock Venture Holdings, Ine. Other Business Activities 60.00%  60.00%

Mampufacturing pnd Distribution:

CIHPI and Subsidiaries:
OIHPI Financial Holding Company  100L00%  100.00%
Ll Manufacture of Ceramic Floor
and Wall Tiles TR, L0 00ES
(Forref)



Effective Percontage

Subsidiarics Mature of Dus incss of Ownership
Financial Services and Others:
OF Holdings, Inc, (OEHI) and
Subsidiaries:
OEHI Wholesale and Trading T 10E00%
Orion Maxis Inc. (DOMI) Marketing and Administrative
Services T 100005
LHI Holdings, Inc. (ZHI) Financial Holding Company — 100.00%  100.00%
FPIC Mon-Life Insurance Company  100.00%  100.00%
Crion Solutiens, Inc, (051} Management Information
Technology Consultancy
Services 100,005 100.00%
* Imactive

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

Subsidiaries are consolidated from the date on which control is transferred 1o the Group and cease
to be oonsolidated from the date on which control & transferred out of the Group.

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

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

Changes in Accounting Folicies

The accounting policies adopted are consistent with thase of the previous financial year except for
the following new and amended PFRS, Philippine Accounting Standards (PAS), Philippine
Interpretations based on International Financial Reporting Interpretations Committes (IFRIC) and
improvements 10 PFRS which were adopted as at July 1, 2014

»  PAS 11, Finamcial Instruments: Presemtation - Offsetting Financial Aszets and Finaneial
Liabilities { Amendments)
These amendments clarify the meaning of “currently has a legally enforceable right to set-ofl™
and the criteria for noa-simulaneous settlement mechanisms of clearing houses to qualify for
offseiting and are applied retrospectively, The Group is presenting its financial assets and
financial linbilities at gross amounts in the consolidated statement of financial position.

= PAS 36, fmpairment of Assets - Recoverable Amownt Disclosures for Nenfinanciol Asseiy
[ Amendiments)
These amendments remove the unintended conseguences of PFRS 13, Fair Value
Measirement on the disclosures required under PAS 36, In addition, these amendments
require disclosure of the recoverable amounts for the assets or cash-generating units (CGUs)
for which impairment loss has been recognized or reversed during the period. The application
of amendments has no effect on the Group's financial position or performance.

L



»  PAS 39, Financial Instrumenis: Recognition aed Measurement - Novasion of Derivatives and
Conifereication af Hedpe Accowniing (Amendments )
These amendments provide reliel from discontinuing hedge accounting when novation of o
derivative designated as a hedging instrument meets certain criteria and retrospective
application is required. The Group expects that this amendment will have no effect in
consnlidated financial statements, as the Group has no derivatives during the current or prior
period.

¢ [nvestment Entitics (Amendments to PFRS 10, Consolidared Financial Statements,
PFRS 12, Discloyuwre of fntevests in Chther Entities, and PAS 27, Separate Financial
SR )
These amendments provide an exception to the consolidation requirement for entities that
meet the definition of an investment entity under PFRS 10, The exception to consolidation
requires investment entities to account for subsidiaries at FVYPL. It is not expecied that this
amendment would be relevani to the Groap since the Group would not gualify o be an
investment entity under PFRS 10.

¢ Philippine Imerpretation [FRIC 21, Levies (IFRIC 21)
IFRIC 21 clarifies that an entity recognizes a liability for a levy when the activity that triggers
payment, a5 identified by the relevant legislation, occurs. For a levy that is trigpered upon
reaching s mmimum threshold, the interpretation clarifies that no liability should be
anticipated befoee the specified minimum threshold is reached. Retrospective application &
vequired for IFRIC 21, The Group does not expect that IFRIC 21 will have material financial
effect in future consolidated fnancial statements,

Annual Improvements fo PFRSs (2010-2012 aywole)

In the 2010-2012 anmual improvements cycle, seven (7) amendments to six (6) standards were
issued, which included an amendment to PFRS |3, Fadr Falue Measeremend, The emendment 1o
FFRS 13 is effective immediately and it clarifies that short-term receivables and payables with no
stated micrest rates can be measured sl invoice amounts when the effect of discounting is
immaterial. This amendment has no effect on the Group's consolidated financial statements.

Annual Improvements i PFRSs (2011-2013 cycle)

In the 201 1-2013 annual improvements cycle, four (4) amendments to four (4) standards were
issued, which included an amendment to PFRS |, Firsi-line Adoption of Philippine Financial
Reporiing Standards-Firsi-time Adoption of PFRS. The amendment to PFRS | is effective
immediately, It clarifies that an entity may choose to apply cither a current standard or a new
slarulard thet is not yet mandatory, bul permits early application, provided either standard is
applied consistently throughout the periods presented in the entity’s first PFRS financial
statements. This amendment has po effect on the Group as it is not a first-time PFRS adopter,

Standards and Interprefations 15sued bul not vet Effective

The Group will adopt the following standards and interpretations enumerated below when these
become effective. Except as otherwise indicated, the Group does not expect the adoption of these
new and amended standards and interpretations 1o have a significant effect on its consolidated
financial statements.




Effective Date fo be Defermined:

PFRS 9, Firarieiad Instruments - Classification cnd Measurement (2010 version)

PFRS 9 (2011 version) reflects the first phase on the replacement of PAS 39 and applics to the
clissification and measurement of financial assets and habilities as defined in PAS 39,

FFES 9 requires all Minancial asseis (o be measured & fir value at initial recognition. A debi
financial asses may, if the fair value option (FVO) is not invoked, be subsequently measured ar
amoriized cost il it is held within a business model that has the objective to hold the assels o
collect the contractual cash flows and #s contractual terms give rise, on specificd dates, o
cash flows that are solely payments of prncipal and interest on the principal outstandmg. All
other debt instruments are subsequently measured at FVPL. All equity financial assets are
measured at fair value either through other comprehensive income (QCT) or profit or loss,
Equity financial assets held for trading must be measured at FVPL. For FVO lisbilitees, the
amount of change in the fair value of a liabality that is stiributable to changes in credit risk
must be presented m OCL. The remainder of the change in fair value is presented in profit or
loss, unless presentation of the fair valoe change relating to the entity’s own credit risk in OC]
would create or enlarge an gecounting mismatch in profit or loss, All other PAS 39
classification and measurement requirements for financial labilities have been carried forward
to PFRS 9, including the embedded derivative bifurcation rules and the criteria for using the
FWOQ. The adoption of the first phase of PFRS 9 will have an effect on the classification and
measurement of the Group's financial assets, but will potentially have no effect on the
classification and measurement of financial labilites.

PFRE 9 (20010 version) 15 effective for annual periods beginnimg on or after January 1, 2013
This mandatory adoption date was moved to January 1, 201 8 when the final version of
PFRS 9 was adopted by the Financial Reporting Standards Couneil (FRSC). Such adoption,
horwever, is &till Tor approval by the Board of Accountancy (BOA),

Philippine Interpretation [FRIC 15, Agreemenis for the Construction of Real Extate

This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The SEC and the
FREC have deferred the effectivity of this interpretation until the final revenue standard =
issued by the International Accounting Standards Boards (1ASB) and an evaluation of the
requirements of the final revenue standard against the practices of the Philippine real estate
indusiry is completed. Adoption of the interpretation when it becomes effective will not have
any effect on the Group’s consolidated financial statements,

The following pew standards and amendments issued by the LASB were elready adopted by the
FRSC but are s1ill for approval of the BOA.

Effective Samuary 1, 200 35:

PAS |19, Emplovee Benefits - Defmed Senefit Plany: Employee Contribarions (Amendments)
PAS 19 requires an entity to consider contributions from employees or third parties when
accounting for defined benefit plans. Where the contributions are linked to service, they
should be attributed to periods of service as a negative benefit. These amendments clarify
that, it the amount of the contributions is independent of the number of vears of service, an



entity is permitted to recognize such contributions as a reduction in the service cost in the
period in which the service is rendered, instead of allocating the contributions to the periods of
service. This amendment is effective for annual periods beginning on or after

January 1, 20015, I is not expected that this amendment would be relevant 1o the Grop, since
they have no defined benefit contribution plan with contributions from cmployees and third
parties.

Anvwal Improvemens to PFRSs (2010-2012 cycle)

The Annual Improvements o PFRSs (2010-2012 cyele) are effective for annual perods begmning
on or affer January 1, 2005 and are not expected (o have a manerial effect to the Group, They
inchude:

» PFRS 2, Shavre-hazed Payment - Definivion of Vesting Condition
This improvement is applied prospectively and clarifies various issues relating 1o the
definitions of performance and service conditions which are vesting conditions, including,

A performance condition must contaim a service condition.
A performance target must be met while the counterparty is rendering service.

= A performance target may relate 1o the operations or activities of an entity, or to those of
another entity in the same group.

s A performance condition may be a market or non-markel condition.
If the counterparty, regardless of the reason, ceases to provide service during the vesting
period, the service condition 15 nod satisfied.

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

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

s FPFRS 8, Uperating Segmenix - Aggregation of Operating Segmenty and Reconcilfation of the
Toral of the Reportable Segments ' Assers to the Entity s Asseis
The amendments are applied retrospectively and clarify that:

= An entity must disclose the judgments made by management in applying the aggregation
criteria in the standard, including a brief description of operating scagmenis that have been
aggregated and the economic characterstics (e.p, sales and pross marping) used (o assess
whether the sepments are “similar’.

s The reconcilistion of segment assets 10 tofal assets is only required 1o be disclozed if the
reconciliation is repocted 1o the chiel operating decision maker, similar to the required
diselosure for segment liabilifies.



PAS 16, Property, Plarnt and Equipment, and PAS 38, futangiile Assets - Revaduction Meifud
- Proporticnole Restatenent of Acoumulared Depreciation and Amoriizaiion

The amendment is applied retrospectively and clarifies in PAS 16 amnd PAS 38 that the asset
may be revalued by reference 1o the observable data on either the gross or the net carmyving
amount, In addition, the accumulated depreciation or amortization is the difference between
the gross and carrying amounts of the assel.

PAS 24, Related Farty Disclosures - Key Management Personnel

The amendment 15 applied retrospectively and clarifies that a management entity, which isan
entity that provides key management personnel services, is a related party subject ic the
related party disclosures. In addition, an entity that uses a management entity is required to
disclose the expenses incurred for management services.

Anrual Improvements o PFRSs (2011-2013 cyele)

The Annual Improvements to PFRSs (2011-2013 cyele) are effective for annual periods begimning
on of atter January 1. 2005 and are-not expected to have a material effect to the Group. They
include:

PFRS 3, Business Combinations - Scope Exceptions for Joint Arrange ments
The amendment is applied prospectively and clarifies the following regarding the scope
exceptions within PFRS 3:

= Joint arrangements, not just joint ventures, are outside the scope of PFRS 3,
*  This scope exception applies only 1o the accounting in the financial statcments of the joint
arrangement itself.

PFRS 13, Fuir Valne Meayurement - Portfollo Exception

The amendment is applied prospectively and clarifies that the portfolio exception in PFRS 13
can be applied not only 1o financial assets and financial liabilities, bui also to other contracts
within the scope of PAS 39 or (FFRS 9, as applicable).

PAS 40, Investment Propery

I'he amendment is applied prospectively and clarifies that PFRS 3, and not the description of
ancillary services in PAS 40, s used to determine if the transaction is the purchase of an asset
or business combination. The description of ancillary services in PAS 40 onlv differentiates
between investment property and owner-oceupied property (e, property. plant and

Bau ipment).

Effective January I, 2016

-

PAS 16, Praperty, Plant end Equipment, and PAS 38, Intangible Asvers - Clarvification of
Acceprable Mechods of Depreciation and Amortization { Amendmenis)

The amendments clarify the principle in PAS 16 and PAS 18 that revenue reflectz a pattern of
economic benefits that are generated from operating a busimess {of which the asset is parnt)
rather than the economic bencfits that are consumed through use of the asset, As a result, a
revenue-hased method cannot be used to depreciate property, plant and equipment and may
only be used in very limited circumstances to amortize intangible assets. The amendments are
effective prospectively for annual periods beginning on or after January 1, 2016, with early
sdoption permitted.  These amendments are not expected to have any effect 1o the Group
given that the Group has not used a revenue-hased method o depreciate its non-current assets.
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PAS 16, Properly, Plant and Equipweent, and PAS 41, Agriculture - Bearer Planis
CAmendments)

The amendments change the accounting requirements. for biological assets that meet the
definition of bearer plants. Under the amendments, biological assets that meet the definition
of bearer plams will no longer be within the scope of PAS 41, Instgad, PAS | 6 will apply.
After initial recognition, bearer planis will be measured under FPAS 16 o1 acoumu lated cost
{before maturity) and using either the cost model or revaluation model (after matunity). The
amendments also require that produce that grows on bearer plants will remain in the scope of
PAS 41 measured at fair value less costs to sell.  For government grants related 1o bearer
plants, FPAS 20, Accownting for Government Gremils and Disclostire of Government Assistance,
will apply. The amendments are retrospectively effective for annual periods beginning on or
affer January |, 2016, with early adoption permitted. These amendments are not expected 1o
have any effect o the Group as the Group does not have any bearer planis.

PAS 27, Separate Financiol Statements - Equity Melhod tn Separate Financial Statements
[Amendments)

The amendments will allow entities to use the equity method to account for investments in
subsidiaries, joint ventures and associates in their separate financizl statements. Entities
already applying PFRS and clecting to change to the equity method in its separate financial
statements will have to apply that chanpe retrospectively. For firsi-time adopters of PFRS
electing 1o use the equity methad in its separate financial statements. they will be required to
apply this method from the date of transition to PFRS. The amendments are effective for
annual periods beginning on ar after January 1, 2016, with early adoption permitted. These
amendments will not have any effect on the Group's consolidated financial statements.

PFRS 10, Consalickted Financial Statements and PAS 28, rvesiments in Associates and Join
Vertures - Sale or Contribution of Assets betwean an hvvestor and s Assactare or Joint
Vemture

These amendments address an acknowledged inconsistency between the requirements in
PFRS 10 and those in PAS 28 (2011) in dealing with the sale or contribution of assets belween
an investor and its associate or joint ventiere, These amendments require that a full gain or
loss is recognized when o transaction involves a business (whether it is housed in o subsidiary
or pol). A partial gain or loss is recognized when a tansaction nvolves assets that do not
constitute a business, even il these assels are housed in a subsidiary. These amendments will
ok have any effect on the Group's consolidated financial statements.

FERS 11, Joint Arrangenents - Accoumling for Acguisitions of Interesis in Joint Cperations
[Amendments)

The amendments to PFRS 11 require that a joint operator accounting for the acquisition of an
interest in a joint operation, in which the activity of the joint operation constitgles & business
must apply the relevant PFRS 3 principles for business combinations accounting. The
amendments alzso clarily thal a previously held interest in 2 joint operation & not remeasured
on the acquisition of an additional interest in the same joint operation while joint control is
retained. In addition, a scope exclusion has been added wo PFRS 11 to specify that the
amendments do not apply when the parties sharing joint control, including the reporting cntity,
are under commaon control of the same ultimate controlling party. The amendments apply o
bath the acquisition of the initial interest in a joinl operation and the acquisition of any
additional interests in the same joint operation and are prospectively effective for annual
periods beginning on or after January 1, 2016, with early adoption permitted. These
amendments are not expected o have any effect to the Group.
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PFRS 14, Regrlatory Deferral Accouwnts

FFRS 14 15 an optiona] standard that allows an entity, whose activities are subject 1o rate-
regulation, (o continue applylng most of its extsting accounting policies for regulatory defierral
accoum halances upon its first-time adoption of PFRS. Entities that adopt PFRS 14 must
present the regulatory deferral accounts as separate line items on the statement of financial
position and present movements in these account balances as separste ling ilems in the
statement of profit or loss and statement of other comprehensive income,. The standard
requires disclosures on the nature of, and risks associated with, the entity’s rate-regulation and
the effects of that rate-regulation on its financial statements. PFRS 14 is effective for anmeal
periods beginning on or after January 1, 2016, Since the Group is an existing FFRS preparer,
this standard would not apply.

Avmual Improvements fo PFRSs (2012-2014 cyvele)

The Annual Improvements to PFRSs (2012-2014 cycle) are effective for annaal periods beginning
on of after January 1, 20016 and are nod expected to have a material effect to the Group. They

it hude:

PFRS 3, Non-current Assets Held for Sale and Discontinued Operations - Changes in
Methous of Disposal

The amendment is applied prospectively and clarifies that changing from a disposal through
sale to a disposal through distribution to owners and vice-versa should not be considered to be
a new plan of disposal, rather it is a continnation of the original plan. There is, therefore, no
interruption of the application of the requirements in PFRS 5. The amendment also clarifies
that changing the dispozal method does not change the date of classification.

PFRS 7, Financial Instruments: Disclosteres - Servicing Cowtrocis

PFRS 7 requires an entity to provide disclosures for any continuing involvement in &
transferred assct that is derecognized in ils entirety, The amendment clarifies that a servicing
confract that includes a fee can constitste continuing involvement in a financial assel. An
entity must assess the rature of the fee and arrangement against the guidance in PFRS 7 in
order o assess whether the disclosures are required.  The amendment is 1o be applied such that
thee assessment of which servicing contracts constitute continuing involvement will need 1o be
done retrospectively, However, comparative disclosures are not required to be provided for
any period beginning before the annual period in which the emity first applies the
amendments,

PFRS 7 - Applicability of the Amendments (o PFRS 7 to Condensed Tierim Financial
Slertfementy

This amendment i applied retrospectively and clarifies that the disclosures on olfsetting of
financial assets and financial liabilities are not required in the condensed interim financial
report unless they provide a significant update to the information reported in the most recent
annual repost.

PAS 19, Emplovee Benefiis - Reglonal Market lssue Regarding Discourn Rate

This amendment is applied prospectively and clarifies that market depth of high quality
corporate bonds is assessed based on the currency in which the obligation is denominated,
riather than the country where the cbligation is located. When there is no deep market for high
quality corporate bonds in that currency, government bond rates must be used
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FAS 34, frerim Financial Reporting - Discloswre of Informarion “Elsewhere in the Interim
Financial Repori’

The amendment is applied retrospectively and clarifies that the required inerim disclosures
must either be in the interim linancial statements or incorporated by cross-reference between
the interim financial statements and wherever they are included within the greater interim
financial report (e.g., in the management commentary or risk report).

Effective January 1, 2018:

FERS 9, Fimamcial fnstruments - Hedge Accounting and Amendments to PFRS 9, PFRS 7 and
PAS 39 (2013 version)

PFRS % {2013 version) already includes the third phase of the project to replace PAS 39 which
pertains 1o hedge accounting,  This version of PFRS 9 replaces the mles-based hedge
accounting model of PAS 39 with a more principles-based approach. Changes include
replacing the rules-hased hedge effectiveness test with an objectives-based test that focuses on
the economic relationship between the hedged rem and the hedging instrument, and the effect
of credit risk on that economic relatienship; allowing risk components to be designated as the
hedged item. not only for financial items but also for non-financial items, provided that the
risk component is separately wentifiable and reliably measurable; and albowing the time value
of an aption. the forward element of a forward contract and any foreign currency basis spread
to he excluded from the designation of & derivative instrument as the hedging instrument and
accounted for as costs of hedging. PFRS 9 also requires more extensive disclosures for hedge
accounting.

FFRES @ (2013 version) has no mandatory effective date. The mandatory effective date of
Janwary 1, 20018 was eventually set when the final version of PFRS @ was adopted by the
FRSC. Theadoption of the final version of PFRS 9, however, i= still for approval by BOA
The adoption of PFRS 9 is not expecied to have any significant effect on the Group®s
consolidated financial statements.

PFRS B, Financial Instriments (2004 or Final Version)

In July 2014, the final version of PFRS 9 was issued. PFRS 9 reflects all phases of the
financial instruments project and replaces PAS 39 and all previous versions of PFRS 9, The
standard introduces new requirernents for clnssification and measurement, impairment, and
hedge accounting, PFRS 9 is effective for annual periods beginning on or after

Tamuary [, 2018, with carly application permitted. Retrospective application is required, but
comparative infarmation is not compulsory.  Early application of previous versions of PFR5 9
is permitted if the date of initial application is before February 1, 2015,

The adoption of PFFRS 9 will have an effect on the classification and measurement of the
Croup's financial assets and methodology for financial assets, but will have no effect on the
classification and measurement of the Group®s financial llabilities. The adoption will also
have an effect on the Group’s application of bedge accounting. The Group s curmently
asszezzing the effect of adoping this standard,
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The tollowing new standard issued by the TASE has not vet been adopted by the FRSC.

* [ntemational Financial Reporting Standards (IFRS) 15, Revenue from Contracis with
Customers
IFRS& 15 was issucd in May 2014 and establishes a new five-step model that will apply to
revenue arising from contracts with customers. Under IFRS 15 revenue is recognized al an
amouni that refects the consideration o which an entity expects (o be entiled in exchange for
transferring goods or services 1o a cusiomer, The principles in IFRS 15 provide a more
structured approach 1o measuring and recognizing revenue. The new revenue standard 15
applicable to all endities and will supersede all current revenue recognition reguirements under
IFR5. Enber a full or modified retrospective application is required for annual periods
beginning on or after January |, 2018 with early adoption permitted. The Group is currently
assessing the effect of IFRS 15 and plans to adopt the new standard on the required effective
date once adopted locally.

The revised, amended and additional disclosures or accounting changes provided by the standards
and interpretations will be included in the financial statements in the vear of adoption, if
applicable.

Summary of Signifi Aceounting and Financial ot lici

Presentation of Financial Statements
The Group has elected to present two statements, a consolidated statement of income and &

consolidated statement of comprehensive meome, rather than a single consolidated statement of
comprehensive income containing the two elements,

Finaneial instruments within the scope of PAS 39 are classified as finuncial assets and Babilities at
FVPL, loans and receivables, heldto-maturity (HTM) investments, AFS financial assets, financial
liabilities or as derivatives designated as hedging instruments in an effective hedge, as appropriate.
The Group determines the classification of its financial instruments at initial recognition,

All financial instruments are recognized initially at fair value plus transaction costs, except in the
case of financial instruments recorded at FYPL.

As at June 30, 2005 and 2014, the Group®s financial assets are in the nature of loans and
receivables, financial assels at FVPL and AFS financial assets. The Group has no financial assets
classified as HTM investments as at Jure 30, 2005 and 2014,

Purchases or sales of financial instruments that require delivery of assers within a time frame
established by regulation or convention in the marketplace (regular way trades) are recognized on
the trade date (i.e., the date that the Group comimits to purchase or sell the asset),

Fmancial liabilities within the scope of PAS 39 are classified as financial liabilities at FVPL, as
derivatives designated as hedging instruments in an effective hedge, or as other financial
liabilities. The Group determines the classification of its financial labilities at initial recognition.

All financial liabilities are recognized initially at fair value and in the case of other financial
liabilities, phus direcily antributable transaction costs,

LR
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As at June 30, 2015 and 2014, the Group’s financial liabilities are i the nature of other financial
liabilitics, As at June 30, 20015 and 2014, the Group has no financial labilities classified as at
FVPL and derivatives designated as hedging mstruments i an effective hedge.

- 3u uent Measurement
The subsequent measurement of financial instruments depends on their classification as follows:

Loy and Receivables

Loans and receivables are nen-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. After initial measurement, such finuncial assefs are
subsequently measured at amortized cost using the effective interest rate (EIR) method, less
impairment. Amortized cost s caleulated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the EIR. The EIR amortization is included
in interest income in the consolidated statement of income. Gains and losses are recognized in the
consolidated stalement of income when the loans and receivables are impaired or devecognized.
Loans and receivables are included in currént assets if maturity 1s within twelve (12) months from
the end of the reporting period. Otherwise, these are classified 45 noncurrent assets.

The Group's loans and receivables include cash and cash equivalents, receivables, amounts owed
by related parties and refundable deposits (included under “Chher noncurrent assets™; see

Notes 4, 3, [5and 18B)

AFE Finemeial Assels

AFS financial assets include equity and debt secorities. AFS Nnancial assets consist of investment
in equity securities which are neither classified as held for trading nor designated at FVFPL. Debt
sacurities in this categary are those that are intended to be held for an indefinite period of time and
that may be sold in response to needs for liquidity or i response o changes in the market
eonditions,

Financial assets may be designated at initinl recognition as AFS financial assets if they are
purchiased and held mdefinitely, and may be sold in response to liquidity requirements or changes
in market conditions.

AFS financial assets are included in current assets if it is expected to be realized or disposed off
within twelve (12} months from the end of the reporting period, Otherwise, these are classified as
nRCUrTe] assets,

After initial recognition, AFS financial assets are subsequently measured at fair value with
unrealized gains and losses recognized under CCT in the “Unrealized valuation gains (losses) on
AFS fmancial assets™ in the consolidated statement of changes in equity until the investment is
derecognized, at which time the cumulative gain or loss is recognized in the consolidated
statement of income, or the invesiment is determined 1o be impaired, when the cumulative Joss is
rechassified from equity 1o the consolidated statement of income as finance costs. Where the
Group holds more than one investment in the same security, these are deemed 1o be disposed of on
a first-in, first-out basis. Interest eamned on holding AFS financial assets are reported a5 inlerest
income using the EIR. Dividends earned on holding AFS fingncial assets are recognized in the
consolidated statement of income when the right of payment has been established. The ksses
arising from impairment of such investments are recognized in the consolidated statement of
income.

The Group's histed and nonlisted equity securities and quoted and unguoted debt securities are
classified under this category {soc Note §).
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Financial Arsetz of FVPL

Financial assets at FVPL include financial assets held for trading and financial assets designated
upon initial recognition at FYPL, Financial assets are chassified as held for trading if they are
acquired for the purpose of selling or repurchasing in the near term.  This category Includes
derivative financial instruments entered into by the Company that are not designated as hedging
instruments in hedge relationships as defined by PAS 39, Derivatives, including separated
embedded derivatives are alse classified as held for rading unless they are designated as effective
hedging instruments. Financial assets at FYPL are carried in the statement of financial position at
fair value with changes in fair value recognized in the statement of income.

The Company evaluated its financial assets at FVPL (held for trading) whether the intent 1o sell
them in the near term is still appropriate. When the Commpany is unable to trade these financial
assets due (o inactive markets and management’s intent to sell them in the foresesable Tuture
sighificantly changes, the Company may elect to reclassify these financial assets in rare
circumstances. The reclassification to loans and receivables, AFS financial assets or HTM
myestments depends on the nature of the asset. This evaluation does not affect any financial
assets designated at FVPL using the fair value option at designation,

The Company’s redeemable preference shares are classified under this category (see Note 9.

Ovther Financial Liakilities

After initial recognition, interest-bearing other financial liabilities are subsequently measured at
amortized cost using the EIR method. Amortized cosi 15 calculated by taking into account any
issue costs, and any discount or premium on acquisition and fees or costs that are an integral part
of the EIR. Gains and losses are recognized i the consolidated statement of income when the
liabilities are derecognized as well as through the amortization process,

The Group's financial liahilities include aceounis payable and acerued expenses and rental and
mher deposits (see Motes 16 and 17),

Fair Yalue of Financial |nstruments

The Group measures financial instruments, such as fimncial assets at FVPL, at fair value at each
end of the reporting period. Also, fair values of financial instriments measured are diselosed in
Mote 31,

Fair value is the price that would be received 1o 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 1o sell the asset or transfer the
liability takes place either:

o In the principal market for the asset or lability, or

& In the absence of a principal market, i the most advantageous market for the asset or liabiliy.

The principal or the most advantageous market must be accessible to by the Group, The fair value
of an asset or a liability is measurcd using the assumptions fhat market participants would use
when pricing the asset or linbilily, nssuming that market participants act in their economic best
intenast,
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The Group uses valation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair valve, maximizing the use of relevant obaervable
mputs and minimizing the use of unchservable inputs,

Al assets and lizbilities for which fair value is measured or disclosed in the consolidated financial
statements are categorized within the fair value hierarchy, described as follows, based on the
lowest level input that is significant to the fair value measurement as a whale:

& Lewvel 1 - Quoted (unadjusied) market prices in sctive markets for identical assets or habilities

#*  Level 2 - Valuation iechniques for which the bowest level input that is significant to the fair
value measurement is directly or indirectly observable

*  Level 3 - Valuation techniques for which the lowest level inpul that 1 significant to the fuir
value measurement 15 unchservable

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

The fair vilue of financial instraments that are actively traded in organized financial markets is
determined by reference to quoted marked close prices 2t the close of business on the end of the
reparting perind.

For financial instruments where there is no active market, fair value is determined using valuation
lechnigues. Such echnigues include comparison o similar investments for which marker
observable prices exist and discounted cash low analysis or other valuation models,

For the purpose of fair value disclosures, the Group has determined the classes of assets and
liahilities on the basis of the neture, characteristics and risks of the asset or Hability and the level
of the fair value hierarchy.

Impairment of Financial Assets

The Group assesses at each end of the reporting period whether there is any objective evidence
that a financial assct or a group of financial assets is impaired. A financial asset or a group of
financial assets is deemed to be impaired if, and only if, there is objective evidence of impairment
a5 a result of one or more events that has occurred afler the initisl recognition of the asset {an
ncurred “loss event™) and that loss event has an impact on the estimated fulure cash Mlows of the
financial asset or the group of financial assets that can be reliably estimated. Evidence of
impairment may include indications that the debtors or a group of debtors & experiencing
significant financial difficulty, default or delinguency in interest or principal payments, the
probability that they will enter bankruptey or other financial reoeganization and where observable
daia indicate that there is a measurable decrease in the estimated fiture cash flows, such as
changes in arrears or economic conditions that correlate with defaults,
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Financial Asseis Carvied ot Amortized Coxt

For financial assets carried at amortized cost, the Group first assesses whether objective evidence
of impairment exists individually for financial asscts that are individually significant, or
collectively for finencial assets thal are not individually significant. I the Group determines that
no objective evidence of impairment exists for an individually assessed fimancial asset, whether
significant or not, it includes the asset ina groop of financial assets with similar credit risk
characteristics and collectively assesses them for impairment, Assets that are individually
assessed for impairment and for which an impairment loss is, or continues 1o be, recognized are
not included in a collective assessment of impairment.

IT there s ubjective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the assel’s carrymg amount and the present vahse of estimated
future cash flows (excluding future expected credit losses that have nol vet been incurred). The
present valee of the estimated future cash Mows 15 discounted at the financial assets oniginal EIR.
If a boan has a variable interest rate, the discount rate for measuring any impairment loss is the
current ETR.

The carrying amount of the asset is reduced through the use of an allowance zccount and the
amount of the loss 15 recognized in the consolidated statement of income. Loans and receivables,
together with the associated allowance, are written off when there is no realistic prospect of future
recovery. Interest income continges to be recognized based in the original EIR. If, ina
subseguent vear, the amount of the estimated impairment loss decreases because of an event
occurring after the impairment was recognized, the previously recognized impairment loss is
reversed to the extent that the carrying value of the assel does not exceed its amortized cost at the
reversal date.,

AFS Financial Assety Carried at Fair Values

For AFS financial assets, the Company assesses at each end of the reporting period whether there
15 abjective evidence that an investment is impaired. Debt securities in this category are those that
are intended to be held for an indefinite period of time and that may be sold in response o needs
for liguidity or in response ¥ changes in the market conditions.

Financial assets may be designated at initial recognition as AFS financial asscts if they are
purchased and held indefinitely, and may be sold in response to liguidity reguirements or changes
in market conditions.

AFS financial assets are included in current assets il it is expected 10 be realized or disposed of
within twelve (12) months from the end of the reporting period. Otherwise, these are classificd as
noncurrent assets.

After initial recognition, AFS financial asscis are subsequently measured a1 fair value with
unrcalized gains and losses recognized as other comprehensive income in the “Unrealized
valuation gains {losses) on AFS financial assets” in the consolidated statement of changes in
equity until the financial assel & derecognized, a1 which time the cumulative gain or loss is
recognized in consolidated statement of income, or the investment is determined to be impaired,
when the cumulative loss is reclassified from equity to the consolidated statement of income in
fimance cosis,



Where the Group holds more than one investment in the same security, these are deemed 1o be
disposed of on a first-in, first-out basis. Interest earmed on holding AFS financial assets are
reported as interest income using the EIR. Dividends camed on holding AFS financial assets arc
recognized in the consolidated statement of income when the right of prvment has been
established. The losses arising from impairment of such financial assets are recognized in the
consolidated statement of income.

Future interest income continues to be accrued based on the reduced carrying amount and is
acerued based on the rate of interest vsed 1o discount future cash Nows for the purpose of
measuring impairment loss. The interest income is recorded in the consolidated siatement of
ingome. IF, in subsequent vear, the fuir value of o debt instrument increased and the increase can
be ohjectively related to an evert occurring after the impairment loss was recognized in the
consolidated statement of income, the impairment loss is reversed through the consolidated
statement of income,

If there is objective evidence thal an impainment loss on an unquoted equity instrument that s not
carried t fair value because its fair value cannot be reliably measured, or on a derivative asset that
15 linked 10 and must be settled by delivery of such an unquoted equity instrument has been
incurred, the amount of the loss is measured as the difference between the asset’s camrying amount
and (he present value of estimated future cash flows discounted at the current market rare of rétum
fior a simitar financial asse

Derecognition of Finaneial Instruments
Finemcial Asses

A Nnancial asset (or, where applicable a pan of a financial asset or pan of a group of simikas
financial assets) is derecognized when:

*  the rights 1o receive cash flows from the asset have expired;

#  the Group has transferred its rights w receive cash flows from the asset or has assumed an
obligation 1o pay the received cash flows in full without material delay 1o & third party under a
“pass-through™ arrangement; and either (a) has transferred substantially all the risks and
rewards of the asset; or (b) has neither transferred nor retained substantially all the risks and
rewards of the assel, but has transferred control of the asset,

When the Group has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if and to what extent it has retained all the risks and

rewards of ownership. When it has neither transferred nor retained substantially all of the risks
and rewards of the asset, nor transferred control of the asset, the asset is recogmized to the extent of
the Group's cortinuing involvement in the asset, In that case, the Group also recognizes an
associated lability, The transferred asset and the associated liability are measured on a basis that
reflects the rights and obligations that the Group has retained. Continuing involvement that takes
the: Torm of &8 guarantes over the transferred asset 1s measured al the lower of the originel carrving
amount of the asset and the maximom amount of consideration that the Group could be reguired 1o

repay.

Finemcial Liakilities

A financial Bability is derecognized when the obligation under the liability is discharged,
cancelled or has expired,

LR
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Where an existing financial liability s replaced by ancther from the ssme lender on substantialby
different terms, or the terms of an existing liability are substantially modified, such an exchange or
madification is treated as a derecognition of the original liability amd the recognition of & new
liability, and the difference in the respective carrying amounts of a financial liability extinguished
or transferred to another party and the consideration paid, including any non-cash assets
rransferred or Rabilities assumed & recognized in the consolidated statement of income,

Ofeiting of Finencial Instrumends

Financial assets and financial Habilkies are onby offsel and the net amount reported in the
consolidated statement of financial position when there is a legally enforceahle right to set off the
recognized amounts and the Group intends to either settle, on a net basis, or to realize the asset and
seftle the Labilities simultaneously. Ths is not generally the case with masier nefling agreements,
and the related asscts and liabilities are presented at gross amounts in the consolidated statement
of financial pasition.

Inventories
Inventories are valued at the lower of cost and net realizable vatue (NRY). Costs incurred in
bringing each product to its present location are accounted for as follows:

#  Finished goods - direct materials, labor, and proportion of manulacturing overhead based on
normal operating capecity but excluding borrowing costs,

#  Factory supplies and spare parts - purchase cost on a moving-average method;

The MRV of finished goods is the selling price in the ordinary course of business, less estimated
costs of completion and the estimated costs necessary (0 make the sale. NRV of factory supplies
andd spare parts is the current replacement cost. In determining NRY, the Group considers any
adjustment necessary for obsolescence.

Real Estan
Real estate beld for sale and development is carmied at the lower of cost and NRY. NRV i the

selling price in the ordinary eourse of business less the costs of completion, marketing and
distribution. Cost includes acquisition cost of the land plus development and improvement costs.
Borrowing costs incurred on loans obtained to finance the improvements and developments of real
estate held for sale and development are capitalized while development is in progress.

Crther current assets consists creditable withholding taxes (CWTs), input value added tax (VAT)
and prepayments.

CHTs
C'WTs represent taxes withheld by the Group’s customer on gale of gonds and services which are
claimed against income tax due. The exeess over tax payable is carried over in the succeeding

perind for the same purpose.

Fnput VAT

Input VAT represents VAT imposed on the Group by its suppliers for the purchase of domestic
goads and/or services as required by Philippine taxation laws and regulations. Input VAT is
presenied as current asser,

WA Amny
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Propensn ety

Prepayments are expenses paid in advance and recorded as asset before they are utilized. Prepaid
expenses are apportioned io expense over the poriod covered by the payment and charged to the
appropriale expense aceounts when incurred.

[nvestment in an Associate
The Group's investment in an associle s accountad for using the egquity method. An associale s
an entity in which the Groop has significant influence.

Under the equity method, the investment in an associate s camied in the consolidated statement of
financial position at cost plus post acguisition changes in the Groap's share of net assets of the
associate.

When there has been a change recognized directly in e equity of the associate, the Group
recognizes its share of any changes and discloses this, when applicable, in the consolidated
statement of changes in equity, Unrealized gains and losses resulting from transactions between
the Group and the associate are eliminated to the extent of the interest in the associate,

The Group's share of profit of an associate iz shown on the face of the consalidaied statemeni of
income, Ths 15 the profit attributable to equity holders of the associate and, therefore, is profit
after tax and non-contrelling interests in the subsidiaries of the associate.

The financial statements of the sssociate are prepared for the same reporting period as the Group,
When necessary, adjustments are made 1o bring the accounting policies in line with those of the
o,

Afler application of the equity method, the Group determines whether it & necessary to recognize
an additional impairment loss on ils investments in associates. The Group determines at each
reporting date whether there is any objective evidence that the invesiment in an associate &5
impaired. 1Tthis is the case, the Group caleulates the amount of impairment as the difference
between the recoverable amount of the associates and s camying value and recognizes the amount
in the “Eguity on net income of an associate™ in the consolidated statement af income.

Upon loss of significant influence over the associate, the Group measures and recognizes any
retaining investment at #s fair value. Any difference between the carrying amount of the associate
upon loss of significant influence and the fair value of the retained investment and proceeds from
disposal iz recognized in profit or loss,

In the Parent Company's separate financial statements, investment in an associate is accounted for
at cost less impairment bosses,

Investment in an associate pertains to the 20% percentage of ownership in investment in BIR
Aurara Insurance Brokers, Inc. (BAIBIY.

Ag discussed in Note B, the SEC approved the debt to equity conversion of Cyber Bay resulting 1o
a change in percentage ownership of POPI from 22 28% 1o 1 0.46%. As a result of the change in
ownership interest and loss of sipnificant influence, the investment in Cyber Bay has been
classified as AFS financial asset starting November 13, 2012,
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Investment Proper jes

The Group’s invesiment properties include properties utilized in its mall operations, condominium
umit, commercial building and certain land which are held for rentals while the rest of the land is
held Tor capital appreciation.

Investment properties utilized in its mall operations are stated at their revalued amount as deemed
cost as allowed under PFRS less accumulated depreciation and amortization and any sccumulated
impairment losses. Condominium unit and commercial building are stated al cost less
accumulated depreciation and any accumuluted impairment losses. Land is stated at cost less any
impairment in value,

I'he initial cost of investment properties include the cost of replacing part of an existing
investment property at the time that cost is mcurred if the récognition criteria are met, and
exiludes the costs of day-to-day servicing of an investment property. Leaschold improvements
under investment properties (including baildings and structures) on the leased lond are carried at
cost bess accumulaled amaortrzation and any impairment in value.

Investment properties are derecognized when they have been disposed of or when the investment
property is permanently withdrawn from use and no future economic benefit is expected from itz
disposal. The difference between the net disposal proceeds and the carmying amount of the asset is
recognized in the consolidated statement of income in the period of derecopnition.

Transfers are made to or from imvestment property only when there is a change in use. Fora
transfer from investment property 1o owner-occupied property, the deemed cost for subseguent
accounting is the fair vake at the date of change in uze. IF owner-occupied property becomes an
investment property, the Group sccounts for such property in accordance with the policy stated
under property, plant and equipment up to the date of change in use.

Leasehold improvéements and invesiment propertics are amortized on a siright-line basis over the
estimated useful lives or the term of the lease, whichever is shorter.

The lease contract on & land where investment property is located is for twenty five (25) years,
which 15 also the amortezation period of the investment property. In December 2009, the lease
contraet on & land where the Group’s primary investment property is located was renewed

{sec Note 27). As a result of the lease renewal, and the review of the cstimated wseful life and
amortization period of the said investment property, management came 1o a conclusion thal there
has been a significant change in the expected pattern of economic benefits from the said property
of the Group. As a result, the Group prospectively revised the remaining amortization period of
this property from an average of twenty five (25) years (which is the shorter of the lease term and
the estimated useful life) o thirty fve (35) years effective September 5, 2014, The change has
been accounted for as a change in accounting estimates.

Property, Plant and Equipment
Lared cond Teprovemenis and Buildings awd Tmprovemenis of Revalued Amowni

Land and buildings together with their improvements stated st appraised values were determined
by an independent firm of appraisers, The excess of appraised values over the acquisition costs of
the properties is shown under the “Revaluation increment in property, plant and equipment”
account in the consolidated statement of financial position and in the consolidated statement of
changes in equity. An amount corresponding to the difference between the depreciation based on
the revalued carrying amount of the asset and depreciation based on the original cost & transferred
annually from “Revaluation increment on property, plant and equipment™ to “Deficit” account in
the consolidated statement of financial position.

LU T
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Leasehold Improvemenis, Machinery and Equipment, Tranaportation Eguipment, Furnifure,
Fixtures amd Equipmnent | Condominium Units and fmprovemens, and Hove! Equipment ar
Lot

Property, plant and equipment are carried at cost, less sccumulated depreciation, amortization and

any impawment in value. The initial cost of propenty, plant and equipment consists of its purchase

price, including import duties, tixes and any directly attributable costs of bringing the property,
plant and equipment to its working condition and location for its intended use. Expenditures
incurred after the property, plant and equipment have been put into operation, such as repairs and
maintenance and overhaul costs, are normally charged 1o operations in the year in which the cosis
are incurred. In situations where it can be clearly demonstrated that the expenditures have resulied
in an increase in the future economic benefit expected to be obtained from the use of an item of
property, plant and equipment beyond its originally assessed standard of performance, the
expenditures are capitalized as an additional cost of property, plant and equipment,

Depreciation and amortization are caleulated on a straight-line basis over the estimated useful life
of the property, plant and equipment as follows:

Useful life in years

Land snd improvements 10
Buildings and improvements )
Machinery and equipment 5-10
Transportation equipment 5
Fumniture, fixtures and equipment 3-5
Condominiom units and improvements 25
Hotel equipment 5

Leasehold improvements arc amortized on a straight-line basis over three {3) to five (5) years or
the term of the lease, whichever is shorter,

An item of property, plant and equipment is derecognized upon disposal or when no future
economic bencfits are expected from iis use or disposal. Any gain or loss arising on derecoenition
of the asset (caleulated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the consolidated statement of income in the year the asset is
derecognized.

The residual values, useful lives and depreciation and amortization methods are reviewed and
adjusted if appropriate, st cach end of the reporting period.

Fully depreciated assets pre retained in the accounts until these are no longer in use, When assels
are sold or retired, the cost and the related accumulated depreciation and amortization and any
imparment in value are eliminated from the accounts end any gain or loss resuliing from their
disposal is ineluded in the consolidated statement of income.

Seftwarg Costs

Acquired software license is capitalized on the basis of costs incurred 19 acquire and bring 1o use
the specific software, Software license is amortized on a straight<line basis over its estimated
useful life of three (3} 1o four (4) years. Costs associated with the development or maintenance of
computer software programs are recognized as expense when incurred in the consolidated
statement of mcome.



e |- 1

An item of software licensze &5 derecopnized upon disposal or when no fulere economic benefits
ore expected fo arise from the continued use of the asset, Any gain or loss arising on
derecognition of the asset i3 included in the consolidated statement of income n the year the items
is derecognized.

The Group's capitalized sofiware and development costs includes purchase price payments for
new software and other directly refated costs necessary 1o bring the asset 1o use

Other Moncurrent Assets

Chiher noncurrent assets consist of advance rental, deferred acquisition cost, deferred reinsurance
premiums, refundable deposits, deferred input VAT, sparcpans and supplics, unclaimed claims
reserve fund and other prepayments that will be consume after twelbve { 12) months of the reporting

period.

Lheferred Acguisition Costs

Commission and other acquisiton costs incurred during the finencial reporting peniod that are
refated to securing new insurance contracts and/or renewing existing insurance contracts, bul
which relates to subsequent linancial periods, are deferred to the extent that they are recoverable
out of future revenue margins. All other acquisition costs are recopnized as an expense when
ingurred,

Subseguent o initial recognition, these costs are amortized vsing the twenty-forth {24™") method
excepl for marine cargo where the deferred acquisition costs pertain to the commissions for the
last two (2) months of the year. Amortization is charged to the consolidated stiement of income.
The uramornized acquisithon costs are shown as deferred acquisition cost under “other noncurrent
asseis”,

fvenrories

The Group recognizes pravision for inventory losses when the net realizable values of inventory
items become lower than the costs due to obsolescence or other causes. Ubsolescence is based on
the physical and internal condition of inventory items. Obsolescence is also established when
mventory items are no longer marketable. Obsolete poods, when dentified, are written down 1o
their net realizable values.

frvestmrent in an Associate

The Group assesses at each end of the reporting period whether there is any indication that the
imvestments in an associte is impaired, [f this s the case, the Group calculates the amount of
impairment as being the difference between the fair value of the mvestments and the acquisition
cost and recognizes the amount in the consolidated statement of income.

An assessment is made at each end of the reporting period as to whether there is any indication
that previously recognized impairment losses may no longer exist or may have decreased, I such
indication cxists, the recoverable amount is estimated. A previously recopnioed impairment loss is
reversed only il there has been a change in the estimates used to determine the investment's
recoverable amount since the last impairment loss was recognized. 17 that 15 the case, the camrying
amount of the investmeent 15 increased (o its recoverable amount, That increased smount cannot
exceed the carrying amount that would have been determined had no impairment loss been
recognized for the asset in prior years. Such reversal is recognized in profit or loss in the
consolidated statement of income.
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Real Estate Held for Sale and Development, fnvesiment Propertics, Property, Plant and
Equipment and Sofware Costs
The Group assesses al each end of the reporting period whether there & an indication that real
estate for sale and development, investment properties, property, plant and equipment and
soltware costs may be impaired. T any such indication exists and where the carrying values
exceed the estimated recoverable amounts, the assets or cash-generating unils {CGUY are writlten
down to their estimated recoverable amounts. The estimated recoverable amount of an asset is the
greater of fair value less cost to sell and value inuse. The fair value less cost to sell is the amount
obtainable from the sale of an asset in an arm’s-length transaction less the costs of disposal while
valee in use is the present value of estimated future cash Nows expected 1o arise from the
continuing use of an asset and from its disposal at the end of its useful life. In assessing value in
use, the estimated future cash Nows 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 1o
the asset.

For an asset that does not genérate largely independent cash inflows, the estimated recoverable
amount is determined for the CGU to which the asset belongs, Impairment losses of continuing
operations are recognized in the consolidated statement of income in those expense categorics
consistent with the function of the impaired assel,

A previously recognized impairment loss is reversed by a credit to current opemtions 1o the extent
that it does not restate the asset 10 a carrying amount in excess of what would have been
determined (nes of any accumulated depreciation) had no impairment Ioss heen recognized for the
ASSEL 1N Prior years,

Recovery of impairment losses recognized in prior vears is recorded when there is an indication
that the impairmenl lasses recognized for the asset no longer exist or have decreased. The
recovery s recorded in the consolidated statement of income. However, the increased carrying
amount of an assel due to a recovery of an impairment loss is recognized to the extent it does not
exceed the carrving amount that would have been determined had no impairment loss been
recogrized for that asset in prior vears.

Nowfinagncial Other Current and Noncurrent Asseis

The Group provides allowance for impairment losses on noafinancisl other current and noncurrent
assels when they can no longer be realized. The amounts and timing of recorded expenses for any
period would differ if the Group made different judgments or utilized different cstimates. An
mcrease i allowance for impairment losses would increase recorded expenses and decrease other
current and noncurrent assets.

Product Classification

Insurance contracts are defined as those contaming significent insurance risk at the inception of
the contract, or those where at the inception of the contract, there is a scenario with commercial
substance where the level of insurance risk may be significant over time. The significance of
insurance risk is dependent on both the probability of an insured event and the magnitude of its
potential effect. As a general guideling, the Group defines significant insurance risk by comparing
benefits paid with benefits pavable if the insured event did not occur. Once a contract has been
classified as an insurance contract, it remains an msurance contract for the remainder of its
lifetime, even if the insurance risk reduces significantly during this period, unless all rights and
obligations are extinguished or has expired. Investment contracts can however be reclassified as
insurance contracts after inception if the insurance risk becomes significant.
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Recognition nd Maasiremee

a) Premium Hevenue

Premiums from short-duration msurance contrects are recognized a5 revenoe over the period
of the contracts using the 24th method, except for premiums arising from marine cargn where
the provision for uncarned premiums pertains 10 the premiums for the last twe months of the
year. The portion of the premivms written that relates to the unexpired periods of the policies
al financial reporting dates is accounted for a5 “Reserve for unearmed premiums” and shown as
purt of “Accounts payable and accrued expenses™ in the Liabilities section of the consolidated
statement of linancial position, The related reinsurance premiums ceded that pertain 10 the
unexpired periods at financial reporting dates are accounted for as “Deferred reinsurance
premiums” and shown under “Other noncurrent assets™ in the Assets section of the
consolidated statement of financial positions. The net changes in these accounts berweern
financial reporting dates are charged to or credited against income for the period

b} Insurance Contract Liabilities

)

Inswrance confract liahilities are recognized when contracts are entered into and promiums are

charged,

Provision for Unearned Premiums

The proportion of written premiums, gross of commissions payeble to intermediaries,
attributable to subsequent periods is deferred as provision for unearned premiums using the
24" method, except for the marine cargo’s last two months of the year, The change in the
provision for uneamed premiums is taken to the consolidated statement of income in the order
that revenue is recognized over the period of risk. Further provisions are made to cover claims
onder unexpired insurance contracts which may exceed the unearned premmums and the
premmums due in respect of these contracts,

Claims Pravizion and fncurred bur nod Repewted (TBNR) losses

Dutstanding claims provision are based on the estimated ultimate cost of all claims meurred
but ned seitled at the financial reporfing date, whether reported or not, together with related
claims handling costs and reduction for the expected value of salvage and other recoveries.
Delays con be experienced in the notification and settbement of certain types of claims,
therefore the ultimate cost of which cannot be known with certainty at the reporting date. The
liability ts not discounted for the time value of money and includes [BMR losses. Mo
provision for equalization or catastrophic reserves is recognized, The liability is derecognized
when the contract expires, i dizscharged or iz cancelled,

Lichility Adequacy Test

At each financial reporting date, liability adeguacy tests are performed to ensure the adequacy
of insurance comract habilities. In performing the test, current best estimates of future cash
Mows, chaims hamdling and policy administration expenses are used. Any inadeguacy is
immediately charged 1o the consolidated statement of income by establishing an imexpired
risk provision for losses arising from the labiliy adequacy 1esis,

Reinsurance Assels

The Group cedes insurance risk in the normal course of business, Reinsurance asscts
represent balances due from reinsurance companies for ceded insurance labilities.
Recoverable amounts are estimated in a manner consistent with the outstanding claims
provisions and are in accordance with the reinsurance contracl,
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An impairment review is performed on all reinsurance assets when an indication of
mmpairment arises during the financial reporting period.  Impairment occurs when chiective
evidence exists that the Group may not recover outstanding amownts under the lerms of the
contract and when the impact on the amounts that the Group will receive from the reinsurer
can be measured reliably. The impairment loss 15 recorded in the consolidated statement of
[IR[=n] =N

Ceded reinsurance arrangements do nol relieve the Group from its obligations to
policyholders.

The Group also assumes reinsurance risk in the normal course of business for insurance
contracts when applicable. Premiums and claims on assumed reinsurance are recognized as
income and expense in the same manner as they would be if the reinsurance were considered
direct business, taking into account the product classification of the reinsured business.

Kental and (nher Deposits
Customer rental and other deposits represent payment from tenants on leased properties which are

refundable at the end of the lease comract

Subscriptions Pavable

Subseriptions payable pertams to the Group’s unpaid subscription of shares of stock of other
entities. These are recognized and carried in the books a1 the original subscription price in
exchange of which, the shares of stock will be issued.

Capital Stock

Common shares sre classified as equity.

Incremental costs directly attributable to the issuance of new shares are shown in equity as a
deduction, net of tax, from the proceeds. The excess of procesds from issuance of shares over the
par value of shares arc credited to " Additional paid-in capial™.

Other Comprehensive Income (Loss)

Other comprehensive income (loss) comprises items of income and expense (including items
previously presented under the consolidated statement of changes in equity) that are not
recognized in the consolidated statement of income for the year in accordance with PFRS,

Bevenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the

Group and the amount of revenue can be measured reliably, The Group assesses its revenue
arrangements against specific criteria to determine il # is acting as principal or agent. The Group
has concluded that it is acting as principal in all of its revenue arrangements. The specific
recognition criteria described below must also be met before revenue is recognized:

Rewr and other charges

Fenal income arising from operating leases on investmenl propertics s accounted for on a
straight-line basis over the lease terms and included in revenue due to its operating nature. Other
charges pertain to rebilled utility charges to tenants in relation to the operating lease on properties.



Insurance Premiums and Conmmiissions - nel

Premiums from shor-duration insurance contracls are recognized as revenue over the period of the
comtracts using the 24th method, except for premiums ansing from marine cargo where the
provision for uncarned premiums pertnins to the premiums for the lnst bwo months of the year.
The portson of the premivms written that relates to the wmexpired periods of the palicies at
financial reponiing daics & sccounted for as "Reéserve For unearned premivms” and shown as part
of “Insurance contract labilities™ in the Liabilities section of the consolidated statement of
fnancial position.  The related reinsurance premiums ceded that pertain 1o the unexpired periods
at financizl reporting dates are accounted for as " Deferred reinsurance premivms™ and shown
umder “Remsurance assets™ m the Assels section of the statement of consolidated financial
positions. The net changes in these accounts between financial reporting dates are charged 1o or
credited against income for the period,

Reinsurance commissions are recognized as revenue over the period of the contracts using the
24th method, except for marme cargo where the deferred reinsurance commission pertaing o the
premiums far the last twao months of the vear. The portion of the commissions that relaies 1o the
unexpired periods of the policies at the financial reporting date is accounted for as “Deferred
reinsurance commissions” in the Liabilitics section of the consolidated statement of financial
position.

Gam on Sale of AFS Financial Assets
Gain on sale of AFS financial assets i recopgmized when the Groop sold is AFS finoncial azssets
higher than its fair market value at the time of sale.

Merchandise Sales and sale of axsets
Revenue from sale of merchandise and assels are recognized when the significant risks and
rewards of ownership of the goods have passed to the buyer, nsually on delivery of the goods.

Intereit mcome

For all financeal instruments measured at amortized cost and nterest bearing financial assets
clazsitied as AFS financial assels, inlerest income or expense is recorded using the EIR, which is
the rate that exactly discounts estimated future cash receipts through the expected life of the
financial instrument or a shorter period, where appropriate, to the net carrying amount of the
financial assct,

service Fees
Service fees are recogniged based on agreed rates upon completion of the service.

Lrividend frcome
Dividend income is recognized when the Group's right 1o receive the payment i5 established,

Cost and Expenses
Costs and expenses are decreases in economic benefits during the accounting period in the form of

outflows or incurrence of liabilities that result in decrease in equity. Expenses are recognized in
the consolidated statement of income in the period these are incurred. Cost and expenses are
generally recognized when services or goods used or the expense arises in the appropriate
finsncial reporting period.
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Choerating Expenses
Operating expenses consist of all expenses associated with the development and execution of

marketing and promotional activities and expenses incumred in the direction and general
sdministration of day-to-day operations of the Group. These are generally recognized when the
service is incurred or the expense arises.

Cost of Croods Sold and Servipes
Cost of sales and services are incurred in the normal course of the business and are recognized
when incurred. These comprise cost of goods sold, services, merchandise and handling services.

Eamings Per Share

Basic carnings per share amounts are calcalated by dividing net profit for the year atiributable to
erdinary equity holders of the Parent Company by the weighted average number of ordinary shares
outstanding during the year.

Diluted earnings per share amounts are calculated by dividing the net profit atributable 1o
ordinary equity holders of the Parent Company (after adjusting for interest on the convertible
prefecence shares) by the weighted average number of ordinary shares outstanding during the year
plus the weighted average number of ordinary shares that would be issued on conversion of all the
dilutive potential ordinary shares into ordinary shares.

Incomg Taxes

Current Income Tox

Current income tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid 1o the taxation authoritiss, The income tax rates
and income tax laws used 10 compute the amount are those that are enacted or substantively
enacied as at the end of the reporting period.

Current income Lax relating o ilems recognized directly in equity is recognized in equity and not
in the profit or loss in the consolidated statement of income. Management periodically evaluates
positions taken in the tax returns with respect to situations in which applicable tax regulations are
subject to interpretation and establishes provisions where appropriate.

Deferred fmcome Tox

Deferred income tax is provided using the balance sheet liability method on temporary differences
between the tax bases of asscts and liabilitics and their carrying amounts for financial reporting
purposes al the end of the reporting period.

Deferred income fax liabilities are recagnized for all 1axable temporary differences, excepl:

= when the deferred income tax liability arises from the initial recognition of goodwill or an
asset of liability ina transaction that is not a busiess combination and, at the time of the
transaction, alfects neither the accounting profit nor taxable profit or loss; and

= inrespect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, when the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not reverse
in the foreseeable future
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Deferred income tax assets are recognized for all deduetible temporary differences, carmy-forward
benefits of unused net operating loss comyover (MOLCO) and unused tax credis from excess
minimum corporate income tax (MCIT), 10 the extent that it i3 probable that sufficient future
taxable profits will be available against which the deductible temporary differences, and the camy
Forward of umused NOLCO and MCIT can be utilized, except:

= when the deferred income tax assel relating 1o the deductible temporary difference arises from
the initial recognition of an asset or liability in a transaction that is not & business combination
and, a1 the time of the transaction, affects neither the accounting profit nor tasable profit or
fosa; and

» inrespect of deduclible iemporary differences associated with mvestments in subsidiarics,
associates and interests in joint venures, deferred income fax assels are recognized only Lo
the extent that it is probable that the temporary differences will reverse in the foresccable
future and sufficient future taxable profits will be available apainst which the temparary
differences can be utilized.

The carrying amownt of deferred income Lax assels is reviewed af each end of the reporting period
and reduced 10 the extent that it is no longer probable that sufficient future taxable profits will be
available 1o allow all or part of the deferred income tax asset o be utilized, Unrecognized
deferred income 1ax assets are repsscssed af cach end of the repoming period and are recognized to
the extent that it has become probable that sufficient future taxable profits will allow the deferred
income lax asset o be recovered,

Deferred income 1ax assets and liabilities are measured at the income tax rates thal are expected 1o
apply o the yesr when the asset is realized or the liability is settled, based on income 18X mtes
{and income tax liws) thal have been enacted or substantively enacted at each end of the reporting

period.

Deferred income tax relating to items recognized outside profit of loss is recognized owside profit
or loss, Deferred income tax items are recognized in correlation 1o the underlying transaction
gither i the consolidated stakement of comprehensive income or directly in equity.

Deferred income tax assets and deferred income tax liabilities are offset if, and only if, a legally
enforceable right exists to set off current income tax assets against current income tax liabilities
and the deferred income tax assets and habilities relate fo Income taxes levied by the same takation
authority on either the same taxable entity or different taxable entities which intend 10 either setile
current tax habilities and assets on a net bazis, of to realize the assets and settle the liabilities
simultancously, in each Muture period in which significant amounts of deferred tax assels or
linhilitics are cxpected 10 be setiled or recovered. Subsidiaries operating in the Philippines file
income tax returns on an individeal basis. Thus, the deferred tax assets and deferred tax abiities
arc offsct on a per entity basis.

Betirement i
The Group has a funded, non-contributory defined benefit retirement plan.

The net defined benefit linbility or asset is the aggregate of the present valoe of the defined benefit
obligation at the end of the reporting period reduced by the fair value of plan assets (if any),
adjusted for any effect of limiting a net defined benefit asset to the asset ceiling. The asset ceiling
is the present value of any economic benefits available in the form of refunds from the plan or
reductions in future contributions to the plan.
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The cost of providing benefits under the defined benefit plans is actuarially determined using the
projected unit eredit method. This method reflects service rendered by employees to the date of
valuation and incorporates nssumptions concerning the employees” projected salaries.

Drefined benefit costs comprise the following.

s Service cost

o Net interest on the net defined benefit lability or asset
*  Remeasurements of net defined benedit liability or asset

Service costs which include current service costs, past service costs and gains or losses on
non-routine seltlements are recognized as “Retirement benefits costs” under personmel costs in the
consolidated stalement of incoine. Past service costs are recognized when plan amendment or
curtailment oecurs. These amounts are calculaied periodizally by independent gualified actuaries,

Net interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time which is determined by
applying the discount raie based on government honds 10 the net defined benefit liahifity or asset
Net interest on the net defined benefit liability or asset is recognized as “lnterest income
{expense)” in the consolidated statement of income.

Remeasurements comprising actuarial gaims and losses, retum on plan assets and any changs in
the effect of the asset ceiling (excluding ned interest on defined benefit liability ) are recognived
immediately in OC] in the period in which they arise. Remeasurements are not reclassified to the
cansolidated statement of comprehensive income in subsequent periods. Remeasurements
recognized in OCI afier the initial adoption of the Revised PAS 19 are retained i OC) which is
included in *Loss on remeasurement of retirement benefits plan’ under equity.

Plan assets are assets that are held by a long-term employee benefit fund or qualifying instrance
policics. Plan asscts are not available (o the creditors of the Group, nor can they be peid directly
tor the Group. Fair value of plan assets is based on market price information. When no markel
price is available, the fair value of plan assets is estimated by discounting expected future cash
Mows using a discount rate that reflects both the risk associated with the plan assets and the
maturity o expected dispusal date of those assets (or, if they have no maturity, the expected period
until the seitlement of the related obligations). If the fair value of the plan assets is higher than the
present value of the defined benefit obligation, the measurement of the resulting defined benefii
asset is limited 1o the present value of economic benetits available in the form of refunds from the
plan or reductions i future contributions to the plan,

The Group's night to be reimbursed of some or all of the expenditure required to seitle a defined
benefit obligation is recognized as a separate assel at fair value when and only when
reimbursement is virtsally cerlain.

Emplayee Leave Entitlenent

Employee entitlements to annual leave are recognized as a liability when they are accrued 1o the
employees. The undiscounted liability for leave expected to be setled wholly before twelve (12)
months after the end of the reporting period is recognized for services rendered by emplovess up
to the end of the reporting period.
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Lepses

Determination of Whether an Arrangement Conlaing o Leage

The determination of whether an arrangement is, of contains a lease is based on the substance of
the arrangement at inception date, whether fulfillment of the arrangement is dependent on the use
of a specific asset or assets of the armangement conveys o right to uss the asset, even if that right is
not explicitly specified in an arrangement. A reassessment is made afier the inception of the lease
oaly if one of the following applics:

a8, There is a change in contractual terms, other than a renewal or extension of the arrangement,

b, A renewal oplion is exercised or extension granied, unless the term of the renewal or
extension was initially included in the lease term,

¢, There is a change in the determination of whether fulfillment is dependent on a specified asset,
oF

d. There is a substantizl change to the asset.

Where a reassessment i8 made, lease accounting shall commence or cease from the date when the
change in circumstances give rise to the reassessment for scenarios (a), (o) or (d) and at the date of
renewal or extension period for scenario (h).

Clperating Leave Commitments - Growpas a Lessar

Leases in which the Group does not transfer substantially all the risks and benefits of ownership of
an asset are classified as operating leases. Rent income from operating leases are recognived as
income on a straight-line basis over the lease term or based on the terms of the lease. as applicable
Initial direct costs incurred in negotiating an operating lease are added to the carrying amount of
the leased asset and recognized over the lease term on the basis as rental income, Contingent rents
are recognized us revenue in the period in which they are earned.

Ciperating Lease Comminments - Group as o Lessee

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are
classified as operating leases. Lease payments under non-cancellable operating leases are
ll‘amgnizﬁ.f a5 an expense m the consolidated statement of income on a straight-line basis over the
ease term.

Transactions in foreign currencies are initially recorded in Philippine peso based on the exchange
rates prevailing at the dates of the transactions, Monetary assets and linbilities denominated in
foreign currencies are refranslated at the functional currency exchange rate at the end of the
reparting period. All differences arising on settlement or translation of monetary items are taken
to the consolidated statement of income. Mon-monetary ilems that are measured in terms of
hustorical cost in o foreign currency are ranslated using the exchange rates as at the dates of the
initial transactions. Mon-monetary items measured ol fir value in a foreign currency are

trans lated using the exchange rates at the date when the fair value is determined. The gain or boss
arising on retranslation of non-monetary items is treated in line with the recognition of gain or loss
on change in fair value of the item.
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Claims

The habilities for unpaid claim costs (including incurred but not reported losses) and claim
adjusiment expenses relating to insurance contracts arc accrued when insured events occur. The
lizbilities for unpaid claims are based on the estimated ultimate cost of setthing the claims. The
method of determining such estimates and establishing reserves is continually reviewed and
updated. Changes in estimates of claim costs resulting from the continuous review process and
differences between estimates and payments [or claims are recognized as income or expense for
the periad in which the estimates are changed or payments are made. Estimated recoveries on
seftled and unsettled claims are evalumed in terms of the estimated realizable values of the
sitlvaged recoverables and deducted from the Bability for unpaid claims. The unpaid claim costs
are aceounted as Claims payable under “Accounts payable and acorved expenses™ account in the
consolidated statement of financial position.

Provisions

Provisions are recognized when the Group has a present obligation {legal or constructive) as a
result of past event, il is probable that an cutflow of resources embodying economic benefits will
be required to setile the obligation and a reliable estimate can be made of the amount of the
obligation. When the Group expects some or all of a provision 1o be reimbursed, for example,
under an insurance contract, the reimbursement is recognized as a separate assel, bul only when
the reimbursement is virually certain. The expense relating to any provision is presented in the
consohdated statement of income, net of any reimbursement.

Contingencies

Contingent liabilities are not recognized in the consolidated financial statements, These are
disclosed unless the possibility of an outflow of rescurces embodyving economic benefits is
remole. Contingent assels are not recognized in the consolidated financial statements but are
disclosed in the notes to consolidated financial statements when an inflow of economic benefit is

prohahble,

The Group’s operating businesses are recognized and managed according to the mature of the
products or services offered, with each segment representing a strategic business unit that serves
different markets.

Segment revenue, expenses and performance include transfers between business segments. The
transfers are accounted for st competitive market prices charged to unaffilisted customers for
simnilar products. Such transfers are eliminated in consolidation.

Events After tho End of the Reporting Périod

Post vesr-end events that provide additional information about the Group’s financial position at
the end of the reporting period (adjusting events) are reflected in the consolidated Nnancial
stutements, Post year-end events that are not adjusting events are disclosed in the notes o
consolidated financial statements when material.
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Significan! Accounting Judgments; Estimates and Assumptions

The preparation of the consolidated financial statements in accordance with PFRS requires the
Croup 1o make judgments and estimates that affect the reported amounts of assets, labilities,
revenues and expenses and disclosure of contingent assets and contingent labilities, at the end off
the reparting period. Future events may occur which will cause the assumptions used in arriving
a1 the estimates to change. The effecis of any chanpe in judgments and estimares are reflected in
the consolidated financial statements as they become reasonably determinable.

Judgments, estimates and assumptions are continually evaluated and are based on historical
experience and other factors, including expectations of future events that arc believed to be
reasonable under the circumstances, However, actual outcome can differ from these estimates,

Judgments

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

Determining Functional Currency

Baszed on the economic substance of underlying circumstances relevant to the Group, the
functional currency of the Group has been determined to be the Philippine peso. The Philippine
peso is the currency of the pimary economic environment in which the Group operates and it 18
the currency that mamly influences the underlying fransactions, events and conditions relevant 10
the Giroup,

Dererninimg Claxsification of Financial Instrumens

The Group classifies a finmncial instrument, or its component paris, on initial recognition as a
financial asset, a fmancial liability or an equity instrument in accordance with the substance of the
contractual agreement and definitions of a financial asset, a financial liability or an equity
instrument. The substance of a financial instrument, rather than its legal form, govemns its
classification n the consolidated statement of financial position.

Derermining Losy af Significant nfluence

The Group assesses whether lack of significant influence over an associate is evidenl, Aside from
the presumption that holding of less than 20,096 of the voting power does not give rise to
signifrcant infleence, the managemeni also considers other circumstances that may lead them o
believe that the Group cannot exercise significant influcnce over its associate. Such circumsiances
melude inability to obtain timely financial information or cannot obtain more information than
investors with significant mfMueénce, the Group’s views and economic decisions are not considered
in the cperations of the invesiee, and other investors are opposing the Group's attempl 1o exercise
significant imfTuence. In 2013, the ownership interest of the Cironp over ils investment m Cyber
Bay has decreased from 22.28% 1o 10.46% (see Nole §) and management assessed that the Groap
has lost its significant influence over its investment in Cyber Bay, The Group therefore
reclessified its investrent in Cyber Bay as AFS financial asset from investment in associates

Lreterminmg Classification of fmestment Properiies

The Group classifies its buildings and improvements and land and improvements cither as
mvestment property or owner-occupied property based om its current intentions where it will be
used. When buiklings and improvements as well as land and improvements are held for capital
appreciation or when management is still undecided as 1o its future use, it is classified as
investment property. Buildings and improvements and land and improvements which are held for

rent are classified as investment properties.
D R
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Avvecsment Whether an Agreement tv a Finamee or Operating Lease

Management assesses at the inception of the lease whether an arrangement is a finance lease or
operating lease based on who bears substantially all the risk and benefits incidental to the
ownership of the leased tem. Based on the menapement’s assessment, the risk and rewards of
owning the items leased by the Group are retained by the lessor and therefore nccounts for such
lcase as operating kease,

Assersing Operating Lease Conamitneents - Group o8 Lexsor

The Group has entered into commercial property leases on ils investment propertics porifolio. The
Group has determined that it retains all the significant risks and rewards of ownership of these
properiies which are leased out under operating lease amrangements,

Assessing Ciperating Lease Commiiments - Group av Lessee

The Group has entered into a lease agreement for the corporate office space and a subsidiary's
mall operations. The Group has determined that it docs not obtain all the significant risks and
rewards of ownership of the assels under operating lease arrangements,

Estimates and Assumptions

The key estimates and assumptions concerning the future and other key sources of estimation
uncertainty at the end of the reporting period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year are
discussed below. The Group based its assumptions and estimates on parameters available when
the consolidated financial statements were prepared. Existing circomstances and assumptions
aboul future developments, however, may change due to market changes in circumstances arising
beyond the control of the Groap, Such changes are reflected in the assumptions when they occur.

Extimating Coswenity Loss

As a result of the fire which occurred on September 4, 2012, the Group, in its own initiative, made
an assessment of the extent of the damages sustained on its individual assets. including
receivables. investment properties and property, plant and equipment The reassessment was
conducted with the joint coordination of the Group's enginecring and operations group and other
technical consultants, taking into consideration varicus factors such as assets’ net book values,
restoration costs and usability as of the reassessment date. Judgment by management was
particularly employed when deciding whether an asset should be provided with full or partial
allvwance for losses.

These property losses, with a net book value of B63.25 million are recorded as “Casualty loss™ in
the consolidated statement of income.

Extimatme Recovery from Insurimce

Management cstimates that the recorded amount of the recovery from insurance is viriually certain
after an exhavstive review of its existing insurance coverage against the cazualty loss incurred and
the discussions with and inspections conducted by the insurance company, adjusters, and technical
consultants. In 2015 and 2014, the Group recorded recovery from insurance amounting o

nil and #269_28 million, respectively (see Mote 1),
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Exrimativig Allovanee for Tnpodesent Losses on Receivables ond Amoirie Chaed by

Relatad Pariips
The Growp reviews its receivables and amounts owed by related parties at each end of the
reporting period o assess whether o provision for impairment should be recorded in the
consoldated statement of income. In particular, judgment by management is required in the
estimation of the amount and timing of future cash flows when determining the level of alowance
required. Such cstimates are based on assumplions aboul a number of Factors and actual resulls
may differ. resulting in future changes to the allowance,

For the receivables, the Group evaluates specific accoums where the Group las information tha
certain customers or third parlies are unable 1o meet their financial obligations and considers
cumulative assessment for the risk of the collectability of past due accounts. Facts, such as the
Group's length of relationship with the customers or other parties and the customers’ or other
parties’ corrent credit status, are considered to ascertain the amount of allowance that will be
provided, The allowances are evaluated and adjusted as additional information is received,

For the amounts owed by related parties, the Group uses judgment, based on the best available
facts and circumsiances, including but not limited to, assessment of the related panties” operating
activilies (active or dormant), business viability and overall capacity o pay, in providing
allowance against the recorded receivable samounts.

Provision for impairment losses on receivables amoumed to P2.46 million, P0.73 million and
#20.94 million in 2015, 2014 and 2013, respectively. Recovery on impairment losses on
receivables amounted to #8.01 million, P1.29 million and PO.40 million in 2015, 2014 and 2013,
respectively. The Group wrote-off allowance for impainment losses on receivables amounted to
#1.32 million, B6.97 million and #0.08 million in 2015, 20014 and 2013, respectively. Receivables
amounted to #4%6.12 million and #603.14 million as at June 30, 2005 and 2004, respectively, net
of allowance for impairment Josses amounting to BI01.89 million and P30R. 76 million as at

June 310, 2015 and 2014, respectively (see Mote 5),

Provision for impairment loss on amounts owed by related parties amounted to B0.02 million in
2005 and nil 2014 and 2013, Reversal of impairment losses on amounts owed by related parties
amounted 1o nil, nil and #6246 million in 2015, 2014 and 2013, respectively. The Group wrote-
off allowance for impairmendt losses on smounts owed by related parties amounted to nil in 2005
and 2014 and #0.26 million in 2003, Amounts owed by related parties amounted to #0.01 million
and B0.02 million as at June 30, 2015 and 2014, respectively, net of allowance for impairment
losses amounting to B1.63 million and P1.61 million as at June 30, 2015 and 2014, respectively
{see Mote [8)

Extimatineg Allowance for Inventory Losses

The Group maintains an allovance for inventory losses. The level of this allowance is evalusted
by management on the basis of factors that affect the recoverability of the inventory. These
factors include, but are not limited 10, the physical condition and location of inventories on hand,
the fluctuations of price or cost directly relating to events occurring afier the end of the period o
the extent that such events conlirm conditions existing at the end of the period. and the purpose for
which the inventory item is held.

AMIE AR R
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Prewision for mventory lsses amounted to mil, R1 81 oallion and BT0.95 million n 2005, 2014
and 2003, respectively. Reversal of allowange for impairment on inventory losses amounted to
£1,241 million, B4.36 million and nil in 2005, 2014 and 2013, respectively. The Group wrote-ofT
allowance for imparment losses on inventories amounted 1o #8.81 million, #13.11 million and
P6. 58 mallion m 2015, 2014 and 2013, respestively. Carryving values of invenfories amounted 1o
P12.01 million and P18.47 million as at June 30, 2015 and 2014, respectively, net of allowance fod
invermory losses amounting 1o PTLEG]T million and PE2.02 million as al June 30, 2015 and 2014,
respectively (see Mote 6).

Extimuaring Aflowance for Impairment Losses on Real Extaie Held for Sale and Development

The Group maintains an allowance for real estate held for sale and development losses. The level
of this allowance is evaluated by management on the basis of factors that affect the recoverability
of the real estate for sale and development. These factors include, but are not limited to, the
physical condition and location of real estate for sale and development, the Muctuations of price or
cost directly relating o events occurring after the end of the peripd to the extent that such events
confirm conditions existing at the end of the period, and the purpose for which the real estate for
sale and development item is held.

heere was no impairment losses on real estate held for sale and development recognized in 2013,
2014 and 201 3. Real estate held for sale and development amounted to P430.10 million and
B429.51 million as at June 30, 2015 and 2014, respectively {see Note 7).

E.m?;.-fr;’g Allowances for Impaiverent Losses of on AFS Financial Assets and Financial Assets af
F

The Group recognizes impairment losses on AFS fnancial assets and financial assets at FVPL
when there has been & significant or prolonged decline in the fair value of such investments below
its cost or where other objective evidence of impairment exists. The determination of what is
“significant” or *prolonged” requires judgment. For equity instruments, when determining whether
the decline in value is significant, the Group corsiders historical volatility of share price (i.e., the
higher the histarical volatility, the preater the decline in fair value before it is likely to be regarded
as significani) and the period of time over which the share price has been depressed (ie., a sudden
decline is less significant than a sustained fall of the same magnitude over a longer period). For
debt instruments, impairment is assessed based on the same criteria as financial assets carried at
amortized cost, However, the amount recorded for impairment 16 the cumulative loss measured as
the differcnce between the amortized cost and the current fair value, less any impairment loss an
the AFS financial assets previously recognized in the consolidated statement of income.

Provision for impairment losses on AFS financial assets amounted to P241,19 million,

PL.60 million and P291_50 million in 2015, 2014 and 201 3, respectively. The fair values of AFS
financial assets amounted to P1,507.41 million and 1,643 90 million as at June 30, 2015 and
2014, respectively, net oF allowance for impairment losses amounting to P333.29 million and
F2094. 10 million as at June 30, 2015 and 2014, respectively (see Note §)

There was no provision for impairment losses on linancial assets al FYPL recognized in 2015 and

2004, As at June 30, 20135 and 2014, the Tair values of the financial assets at FYPL amounted to
F27.99 million and nil, respectively (see Note 9.

A
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Estimating Allowance for Inmpairnrernt Losses on Invesiment in an Associaie and fevesiment
Properties
PFRS requires that an impairment review be performed when certain impairment indicators are
present. Determining the value of investment properties which requires the determination of
future cash Mows expecied to be generated from the continued use and ultimete disposition of such
asscts requires the Group to make estimates and assumptions that can materially affect its
consolidated Nnancial statements.  Future events could cause the Group to conclude that this assel
may not be recoverable. Anv resulling impairment loss could bave & material adverse impact on
financial condition and results of aperations of the Group.

There was no provision for impairment loss on investment in an associate recognized in 2015,
2014 and 2013, Iovestment in an associzte amounted 1o P2.57 million and #2.56 million as at
June 30, 2015 and 2014, respectively (sec Wote 117,

Provision for impairment losses on investiment properties amounted to nil, nil and #6.62 million in
2005, 2014 and 201 3, respectively. In 2013, the Group recorded the provision for impairment loss
amounting to P6.62 million as part of casvalty loss in relation o the fire. The carrying value of
investment properties amounted 10 #1,329.02 million and PT37.49 million as at June 30, 2013 and
2014, respectively, net of allowance for impairment losses amounting to P12.83 million

{sce Mot 12),

Extirmating Useful Lives of Invesomenr Properties, Property, Plonr and Egqaipment and Soffware
and Developwent Cosey
The estimated uscful lives uscd as bases for depreciating and amortizing the Group's investment
propertics, property, plant and equipment and software and development costs were determined on
the basis of management’s assessment of the period within which the benefits of these asset items
are expected to be realized taking into account actual historical informarion on the use of such
assets as well as industry standards and averages applicable to the Group's assets. The Group
estimates the useful lives of its investmen properiies, property, plant and equipment and software
and development costs based on the period over which the assets are expected to be available for
use. The estimated useful lives of investment properties, property, plant and equipment and
software and development costs are reviewed, at least, annually and are updated if cxpectations
differ from previous estimates due o physical wear and tear and technical or commercial
obsolescence on the use of these assets. U is possible that fulure results of operations could be
materially affected by changes in these estimates brought about by changes in the factors
mentioned above, A reduction in the estimated useful lives of these assets increases depreciation
and amortization and decrease in the corresponding mvestment properties, property, plant and
equipment and software and development costs,

There were no changes in the estimated useful lives of nvestment propertics. The camying values
of investment propertics amounted 1o #1,329.02 million and P717.49 million as at June 30, 2013
and 2014, respectively, net of sccumulated depreciation and amortization amounting io

#2.04 million and #1.56 million as at June 30, 2015 and 2014, respectively, net of allowance for
impairment losses on investment properties amounting to ® 12,83 million (see Note 12),

There were no changes in the estimated useful lives of property and equipment. The carrying
values of property, plant and equipment amounted 1o P46.33 million and #672.08 million as at
June 30, 2015 and 2014, respectively, net of accumulated depreciation and amortization
amounting w P2.21 million and #2.19 million as at June 30, 2015 and 2014, respectively (sce
MNote 13).
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There were no changes in the estimated wseful lives of software costs. The carrying values of
software amounted to #8_80 million and 8896 million as at June 30, 2015 and 2014, respectively,
net of accumulsted amortization amounting to B27.14 millien and P23. 18 million as at

June 30, 2015 and 2014, respectively (see Mote [4)

Estimating Allowanee for Impairment Losses of Property, Plant and Equipment, and

Saffware Cosis
The Ciroup assesses impairment of property, plant and equipment. and software costs whenever
events of changes in circumstances indicate that the carryving amount of an asset may not be
recoverable, The factors that the Group considers imporiant which could trigger an impairment
review include the following:

o significant underperformance relative to expected historical or projecied future operating
resulis:

o significant changes in the manner of use of the acquired assets or the strategy for overall
business: and

* significant negative industry or economic trends.

In determining the present value of estimated future cash flows expected to be generated from the
cottinied use of the assets, the Group is required to make estimales and assumptions that can
materially affect the consolidated financial statements.

These assets are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An impairment loss would be recognized
whenever evidence exists that the carrying value is not recoverable. For purposes of assessing
mpairment, assets are grouped at the lowest kevels for which there are scparately identifiable cash
flows.

An impairment loss is recognized and charged 1o earmings if the discounted expected future cash
Flows are less than the carrying amount. Fair value is estimated by discounting the expected
future cash flows using a discount factor that reflects the risk-free rate of interest for a term
consistent with the period of expected cash flows,

The carying values of property, plant and equipment amounted to P46.33 million and

P&71.08 million as a1 Jure 30, 2015 and 2014, respectively, neél of accumulated depreciation and
amonization amounting 1o #2.21 million and #2.19 million as at June 30, 2015 and 2014,
respectively (see Note 13),

The carrying values of sofiware amounted 10 B8 80 million and P8 96 million as at June 30, 2015
and 1014, respectively, net of accumulated amortization amounting o P27,14 million and
P23.18 millicn as at June 30, 2015 and 2014, respectively (sec Nede 140

Extimatiing Allowance for Impairment Logses on Nonfinancial Other Current and Nowcurrent
Aszaiy

The Growp provides allowenes for losses on prepayments non-financial other current and

noncurrent assets whenever they can no longer be realized, The ameunts and timing of recorded

expenses for any period would differ if the Group made different judgments or ulilized different

estimates. An increase in allowanee for losses would increase recorded expenses snd decrense

niom-finane il other current and nonciirrent azgeis
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Provisions for impairment losses on nonfinancial other current assets amounted to PO.0E million,
P0.06 million and P0.19 million in 2015, 2014 and 2013, respectively. The Group wrote-ofT
allowance for impairment losses on nonfinancial sther current assets amounted o nil,

#0.21 millicn and #3.46 million in 2015, 2014 and 2013, respectively. As at June 30, 2015 and
2014, the carrying values of nonfinancial other current assets amounted to P244.73 million and
PLIZ.12 million, respectively, net of allowance for impairment losses amounting (o B2.90 million
and P82 million as at June 30, 2005 and 2014, respectively (see Nate 10),

There was no provision for impairment losses on nonfinancial other noncurrent assets recognized
in 2015, 2014 und 2013, As at June 30, 2015 and 2014, the carrying values of nonfinancial pther
noncument assets amounted to P1E4.39 million and B100.62 million. respectively (see Note 15).

Clatms Liahility Ariving from Insurance Conlracts

Estimates have to be made both for the expected ultimate cost of claims reported at the financial
reporting period and for the expected ultimate cost of the IBNR claims as at financial reporting
period. 1t can take a significant period of time before the ultimate claim costs can be established
with certainty. The primary technique adopted by management in estimating the cost of notified
and IBNR claims is that of using past claims sefilement trends to predict future claims settlement
trends. At each financial reporting period, prior vear clalms estimales are assessed for adequacy
and changes made are charged 1o current year provision,

The carrying values of claims pavable amounted to B230.61 million and #266.95 million as at
June 30, 2015 and 2014, respectively (see Note 16)

Determining Retirement Benefite Liahility

The cost of defined retirement obligation as well as the present value af the defined benefit
obligation is determined using actuarial valuations. The actuarial valuation involves making
varkus assumptions. These include the determination of the discount rates, future salary
increases, mortality rates and luture retirement increases. Due to the complexity of the valuation,
tlve underlying assumptions and its long-term nature, defined benefit obligation are highly
sensitive to changes in these assumptions. All assumgtions are reviewed at cach end of the

reporting period.

Retirement benefit costs amounted to $22.77 millian, P25.34 million and P21.35 million in 2015,
2014 and 2013, respectively. As at June 30, 2015 and 2014, the retirement benefits liability of the
Group amounied 1o P96.98 million and P99.19 million, respectively (see Note 23),

In determining the appropriate discount rate, management considers the interest rates of
gavernment bonds that are denominated in the currency in which the benefits will be paid, with
extrapolated maturitics comresponding to the expected duration of the defined benefit obligation.
Further details about the assumptions used are provided in Note 23,

Assexzing Realizabiliy of Deferred ncome Tax Assels

The Group reviews the carrying amounts of deferred income tax assets at each end of the reporting
peried and reduces it 1o the extent that it is no longer probable that sufficient future taxable profits
will be available to allow alf or part of the deferred income lax assets 1o be utilized. Significant
judgment is required to determine the amount of deferred income tax assets that can be recognized
based upen the likely timing and level of future taxable income together with future planning
strategics. However, there is no assurance that the Group will generate sufficient future taxable
profits to allow all or part of its deferred income lax assets to be utilized.
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Deferred income tax assets rocognized in the books amounted to B6%.65 million and
P62.62 million as at June 30, 2015 and 2014, respectively (see Note 24).

Temporary differences for which no deferred income tax assets were recognized as the
management has asscssed that it 18 mod probable that sufficient future taxable ncome will be
available for which the benefit of the deferred income tax assets can be ulilized amoonied Bo
P4,643.24 million and #1,236.64 million as at June 30, 2015 and 2014, respectively (see Note 24)

Esrimating Contirgencies

The Group & corrently involved in various legal proceedings. The estimate of the probable costs
for the resolution of these claims has been developed in consultation with inside and cutside legal
counsel handling the defense in these matters and is based upon the analysis of potential results. It
15 possible, however, that future results of operations could be materially atfected by changes in
estimates or in the effectiveness of the strategies relating to these proceedings.

Estimating Fair Values of Financiol fnstrianents

Where the fair values of financial assets and financial liabilities recorded in the consalidated
statement of financial positicn cannot be derived from active markets, they are determined using
viluation technigues including the discounted cash flows model. The inputs to these models are
taken from observable markets where possible, but where this is not feasible, a degree of judgment
is required in establishing fair values. The judgments include considerations of inputs such as
liquidity risk, credit risk and volatility, Changes in assumptions about these factors could affect
the reported fair value of financial instruments. Any change in the fair value of these financial
instruments would dircetly affect the consolidated statement of income and consolidated statemen
of changes in eguity.

Fair values of financial assets as at June 30, 2015 and 2014 amounted 10 83,021, 73 million and
#3.243.29 million, respectively, while the fair values of financial liabilities as at June 30, 2015 and
2014 amounted to P1,363.04 million and #876.42 million, respectively (see Note 31}

Cash and Cazh Equivalents

2015 2014

{In Thousands)
Cash an hand and in banks F56,504 P9l 528
Short-term investments 25459 280,006
P151,763 FI71.534

Cash in banks earn interest at the respective bank deposit rates, Short-term investments are made
for varying periods of up to thrée (3} months depending on the immediate cash requirements of the
Group and eamn interest at the respective shori-term imvestment rates,

Interest carned from cash in banks amounted to #0.26 million, #0.98 million and #0.32 million in
2013, 2014 and 2013, respectively, Interest earned from short-term investments amounted to
B1.42 million, B4.77 million and P5.54 million in 2015, 2014 and 2013, respectively

{see Note 22),
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5. Reccivables

1015 2004

(In Thousands)
Trade debtors #140,907 141,187
Insurance receivables 416,29 06,837
Others 241804 263,855
798,001 911,899
Less allowance for impairment losses 301,885 308,758
P496,116 Ba03, 141

Trade debiors are both interest and non-interest bearing and are generally collectible on thirty (30)
davs” term. The interest rates used ranges from 5% to 10% per annum.

Insurance receivables consist of premiums receivable, due from ceding companies, reinsurance
recoverable on paid and unpaid losses - faculiative, funds held by ceding companies and
reinsurance accounts receivables and are generally on (sbcty) 60 to (one hundred eighty) 180 days’
term.

Other reccivables include noninterest-bearing receivables of OLI from Cosco Land Corporation
{CLC}) which are due and demandable amounting to B160.45 million and P167.81 million as at
June 30, 2005 and 2014, respectively. These receivables are collateralized by the shares of stock
of Cyber Bay owned by CLC. The receivables from CLC are fully provided with allowance.

Advances 1o suppliers and contractors, advances to officers and employees and interest receivables

also form part of other receivables. These are noninterest-bearing and are generally collectible on
deman.

In 2004, the Parent Company has written-off portion of its advances 1o service providers and other
receivables amounting to #6.97 million. While in 2015, LCI and OMI has written-off portion of
its trade receivables amounting to P0O.E4 mallion and #0.48 million, respectively

Albowanee for impairment losses pertains 1o specific and collective assessments. The movements
of allowance for impairment losses on receivables are as follows:

Trade Insurami:

debtors  receivables Cihers Total
{In Thousands)

At Juby 1, 2002 FroL08 1] F7.576 PR 405 i T
Privisions (Mode 200 158 1T 20 43R
Write-off . . {77 (77)
Rucovery (402] - - (442
Reclassification (Note 18) - 25,660 21,646
AL lune 30, 2013 Po0. 438 BT P28 088 Fii6. 281
Provizaons (Nowe 20) Elin gl 3] P P73z
Write-oll (2] [6.968) (6,570
Recovery (1.285) - = {1,285)
Ar June 30, 2014 RO 29T k341 211,180 J0E.758
Provisions (Note 207 545 418 1493 2 436
Write-ofT {1,320 = 2 (1,320
Regovery (649 - {7.34607 (8,009}
At Jupe 30, 2015 PET RT3 PE, 759 P205.253 P50 8BRS
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Interest carned from trade receivables amounted to nil, BO.OT million and 80,05 million in 2005,
2014 and 2013, respectively (see Note 22),

i, Inmvenmries

1018 2014
(I Thousands)
AL NRY:

Finished goods F11,130 BI7. T3

Factory supplics and spare parts 682 701

Materals in transit 194 =

12,06 BIB474

Movements m the allowance for inventory losses are as follows:
IS 2014
{Im Thousands)

Beginning balances PRI 016 RO RO3
Feversal {1,241) {4.360%
Write-off (8.804) (13,105

Provisions {Mote 20 = 1,813

B71.614 Pa2.016

Inveniories charged 1o operations amounted to P13.80 million, #34.16 million and P136.40
million in 2015, 2014 and 2013, respectively (see Note 200

7. Real Estate Held for Sale and Development

2015 2014

{In Thousands)
Land for development $395,549 #395,509
Homelands 34,554 33 998
B430,103 #420,507

Land tor development pertains to parcels of land located in Calamba, Laguna, Sto. Tomas,
Batangas and San Vicente, Palawan, The composition of cost as at June 30, 2015 and 2014 are as
follows:

2015 2014

{In Thousands)
Land cost F190.239 PG 250
Construction overhead and other related costs 73,957 71917
Professional fees 17,932 | 7833
Taxes 4,421 4,421
BI0E 540 P95 500

Homelands pertain to land held for sale which iz located in Calamba, Laguna,
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Movements in [he real estale held for sale and developmient are as follows:

2015 a0l4

{In Thousands)
Balances at beginning of vear B429. 507 B280,172
Additions 30 149328
Ropossessions z57 =
Balances at end of year 430,103 B4.29,507

Additions include taxes, construction overhead and other relasted costs incurred during the year.

Repossessions pertain to the cost of repossessed lond held for sale located in Calamba, Laguna due
1o the delinguent payment from land buyvers.

AFS Financial Asseis

2015 2014

(I Thousands)
Listed equity securities Fi,3R4. 648 81,300,601
Monlisted equity securilies IR1.509 200661
Ouoted debt secunties 159,134 241,655
Unquoted debt securities 16,405 6,082
2,041,696 § 537,959
Allowance for impairment losses 535,288 284, 1]
F1,507,408 Pl.643,898

AFS financial assets in guoted shares of stock are camied at fair value with comulative changes in
fair values presented as a separate account inegquity. Meanwhile, unguoted debt and nonhisted
equity AFS financizl assets are based on discounted future cash flows using rates currently
available for debt on similar terms, credit risk and remaining maturities,

On Nevember 13, 20132, the SEC approved the conversion of debt to equity of Cyber Bay resulting
io & change in percentage ownership of POPI from 22.28% 1o 10.46%. The management assessed
that the Group ceased to have significant influence over Cvber Bay. As a result of the reduction in
the ownership mierest and loss of significant influence, the investment in Cyber Bay was
reclassified to AFS financial asset starting November 13, 2012, The Group recognized a gain on
re-measurement of P3%4.11 million from thi reclassification of Cyber Bay investment

Certain AFS financial assets are reserved investments in accordance with the provisions of the
Insurance Code as security for the benefit of policy holders and creditors of the FPIC,

Movements m the allowance for impairment losses are as follows:

s 2004

{In Thousands)
Balances at beginning of year 104, 101 B291.501
Provisions 241,187 w0
Balances at end of vear P535.288 P2o4 101
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Movements of unrealized valuation gain {losses) on AFS financial assets arc as follows:

Bon-Controlling
Eq_uil::,-' Heolders Interests Teaal
{In Thousands)
July 1, 2012 P&3, 0335 PlALS PaT &5
Giain {Joss) recogmized direetly in equity 65,070 [2.499) hE.5T
Less transferred from equity fo
_consolidated statement of income (132944 - (132,964
Jume 30, 2013 (4,859 2116 (2,743}
Ginin {loss) recognized directly in equity 247 849 (2183} 245 656
Loaz transferred rom equily to
somsohdated statement of income {159, 189) S (159,139}
Jume 300, 2014 %3801 (6T B3, 714
Ciain (bess) recogrized directly in equily Z67 (1] 251
Lass transferred from equity to
eimsolidaled statement of income (82,002) - (82,002}
June 30, 2015 P21 066 (8] Pl o83

Prowesds from the sale of AFS financial assets amounted to #9459 million, B222.95 million and
#2953 44 million in 2015, 2014 and 2013, respectively, with a corresponding gain on sale of
PE.BS million, #15%.19 million and #147.30 million in 2015, 2014 and 2013, respectively.

Interest camed from AFS financial assets amounted 10 11,75 million, #7.80 million and
P21.98 million in 2013, 2014 and 2013, respectively.

Dividend income received on AFS financizl assets amounted to 24,23 million, #4.03 million and
P1.32 million in 2015, 2014 and 2013, respectively.

9, Financial Asseis at FVPL

In 2015, the Group has 143,600 redeemable preferred shares with r cost of P27.99 million
recorded as financial assets at FVPL upon initial recognition.  Fair value of financial assets o
FVYPL as at June 30, 201 5 amounted 10 P27.99 million resulting to an unrealized gain of
BD.2E million. Dividend income carned from these shares amounted o BD.26 million,

10, Other Current Assets

15 014

(In Thousands)
CWTs F198,258 PIE5 961
Input VAT 28330 25,784
Frepayments 14,656 I B09
Linclaimed claims reserve fumd &350 6,380
147,624 234,934
Less allowance for impairment losses 2,895 2,819
Fl44,729 232,115
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CWTs are available for offset against income tax payable in the future periods.

Input VAT pertains 1o taxes earned from transactions with VAT registered vendors during the

YIr,

Prepayments pertain to prepaud insurance, inxes and licenses and other prepaid expenses that are w
be amontized over-a period of one (1) vear.

Unclaimed claims reserve fund pertains to the unclaimed payments on iis trade creditors under
Rehabilitation Plan which were deposited 1o MBTC 1o serve as the Fund. This is equivalent to the
total amount of allowed claims that remain unclaimed as of filing of motion Tor ermination of
rehabdlitation proceedings of the Company. All payments should be taken from the Fund upon
presemation of sufficient evidence of identity. A creditor or worker may obtain payment within
twir () years from the opening of the account and should discharge the Company from ils
obligation. The Fund is classified as corrent asset. The Fund is readily availahle as payment for
claims and classified under prepayments though thers is a certain restriction in its use,

Movements in the allowance for impairment losses are as follows:

2018 2014 2013
(In Thousands)
Balances at beginning of year P181% P2.970 #6239
Provisions (MNote 20) Th Gl 193
Write-off . - (21 (3,462
Balances at end of vear £2 108 £ 519 #2070
11, Investmenis in an Associzate
2015 24

{In Thousands)
Acquisition cosis:

Balances at end of year #5,959 85,959
Accumulated equity in net losses of associates:
Balances at beginning of vear {3,395) (3.371)
Equity in net income of associales 7 (243
Balances at end of vear {3.388) {3,395)
P1.571 7,564

Summarired combined financial statement information of the asszociat follows:

2015 214
{In Thousands)

Current nszsets PLO036 BLO,098
Moncurrent assets 21 z1
Total linhilitizs 201 287
Revenue 213 430
Costs and expenscs 166 524
Net income (loss) is (125)
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12, Investment Properties

2015
Buildings and Land and
Improvemonis Improvemienis Taotal
{In Thousands)
Cost
Al beginning of vear I, 181,041 Fi31,624 P2 315665
Additinns 33,960 17 34,197
Reclass eyl ] 138,470 1,030,840
At end of year 2,507 380 470,331 337,711
Accumulated Depreciation and
Amortization
Al beginning ol vear 1,561,791 £52 1,562,343
Depreciation and amortization
(Mo 200 B, 643 424 61,472
Reclazs 303515 18,525 412,040
Al end of vear 155949 19,906 2,035,855
Balance 291431 450,425 133530
Less: Allowance for imipatrment
lsses 11834 A= 11834
Med book values FATE 597 P50, 425 Bl 329,022
204
Buikdings and Land and
Improvernents Improvements Toal
(In Thousands)
ozl
At beginning of vear #2,167.397 P131624 2259021
Additions 15477 = 15477
Wrile-oft {1,833) - {1,833}
AL end of year 2,081,041 131,624 23 12,665
Aceumulated Depreciation and
AmiriTzalion
Al begrining of year 1,530,829 414 1.331.243
Drepreciation and amortization
{Hoie 207 32,167 |38 32,305
Write-odT £1,205) (1,205}
Al end of vear 1,561,791 552 1,562,344
Halonce o] Bt 151,072 TaD 322
Lese: Allowance for impairment
boezes 2834 - 12,834
Biet book values Bedia,d 6 B11],072 FTAT AR

Investment properties of TP substantially represent leasehold improvements on the land leased
from Philippine Mational Railways (PNR} which are utilized in TPI's office space, mall operations
and held for remals, Upon adoption of PAS 40, fvestmeenr Property, upon its transition in 2005,
TPI chese the cost model and continues 1 carry these mvestment propertics al deemed cost using
their revalued amount as allowed under PFRS.

TFI's investment properties were valued by independent professionally qualified appraisers.
Fair value represents the price thar would be received o sell an asset or paid to transfer a liability
in an grderly transaction begween market participants at the measurement date (i.e, an exit price).
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The appraised property consists of land, other fand improvements, and building, machinery and
equipment, located along Claro M. Recto Avenue, within Tondo Manila. The hierarchy in which
the fair value messurement in its entirety is recognized 1s at Level 2.

o. Based on the lease contrect, TPI keases a land consisting of sixty nine (69) lots, containing an
ageregate area of 227,773 syoare melers,

The value of the land was estimated using the Sales Comparison Approach. This is a
comparative approach that considers the sale of similar or substitute properties and related
market data and establishes a value estimate by processcs involving comparison.  Listings and
offerings may also be considered.

b. The method wsed 10 determine the value of other land improvements and building, machinery
and equipment is the Sakes Companson Approach, This is a comparative approach to the value
of the property or another asset that considers as a substitute for the purchase of a given
property, the possibility of constructing another property that is a replica of, er equivaleat fo the
origmal or one that could furnish equal utility with no undoe cost resulting from delay. [tis
based an the reproduction or replacement cost of the subject property or assel, less total
{accrued) depreciation.

LCI has historically classitied land and improvemenis and buildings and improvements at
revalued amounts as property, plant and equipment, On July 1, 2014, LCI ransferred its land and
improvements and buildings and improvements at revalued amounts to investment property valued
at cost. The transfer was made in accordance with PAS 40, Jrvestment Property since the
properties were held by the Company to earn rentals or for capital appreciation or bath, mther than
for use in the production or supply of goods ar services or for administrative purposes or sale in
the oedinary course of business.

TPL and 1.CT has assessed that the highest and best use for its investment properties held for lease
i f5 current use.

Based on the katest appraisal repons, as determined by an independent firm of appraisers, the
appraised valves of the TPI's and LCU's investment properties amounted to B4.38 billion as at
June 30, 2005 and 2014,

In secordance with the general requirement under PFRS 1, the Group closed oul the “Revaluation
Reserve” on investment properties account 1o retained eamnings which pertains to the remaining
balance of the deemed cost adjustment on investiment propertics account which arose when the
Group transitioned to PFRS i 2005,

On June 30, 2015 and 2014, the net book values of these propertics Tollow:

2015 2014
(In Thousands)
Al net book value;
Original cost F198. 580 BB B39
Revaluation reserve 495,522 164,911

BT94,102 B383,770
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As discussed in Note ], certain investment properties were damaged by the fire which oceurred on
September 4, 20012, After the assessment on the extent of the damage on the individual assets by
the Company™s enginecring and operations group, and together with third party technical
consultants, investment propertics that were completely destroved were written off and those that
wiere partially damaged were impaired. These property losses are recarded as “Casualty loss™ in
the consolidsted statements of income.

In 2014, the Company written-ofT the remaining carrving valuee of Boni Plaza amounting to

PO.34 million and the allowance for impairment loss recognized in 2013 amounting 1o

F0.29 million 45 the demolition of CB1 affected the operations of Boni Plaza. The property losses
on the remaining camying value of Boni Plaza are recorded as “Loss on write-ofT on investment
properties” in the consolidated statements of income.

Movements in the allowance for impairment losses on investment properties ane as follows:

15 2014
{In Thousands)
Beginning balance P12,334 RN
Write-off ~ {340}
F12,534 B12.834

Below 15 the detail of casualty loss sustained by the Group on investmen! properties:

Accumulated Allowange for Casunlty
Cost __ depreciation Write- off __ impairment Loss

[ In Thousands’)
Chizter Building 1 PR, 144 i Pi6 450 [ BS56450
Cluster Building 2 45,3049 20, 2TT - G 18l 281
Bonifacio Plaza 1834 1,174 340 340
P125377 43,1410 P56 A50 6621 F63,080

Rental revenue from investment properties amaunted o B4 1448 million, P402,52 million avd
41980 million in 2015, 2014 and 2013, respoectively. Direct operating expenses incurred for
investment propertics amounted to P212.81 million, P210.%6 million and P233.940 million in 2015,
2014 and 201 3, respectively.

LR
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[3. Property, Plant and Equipment

FLIED
Fermilare,
EMachinery Fivtmres Condominimm Ilaiel
Leasehokg agil Trassporiatosn amd Units and
Imprivements  Famipmeat Equigment i Imprevems s Eguipmesn Tuoral
(I Thassands)
nsa
At heginsing &l year Fo34E FLESSALT Flhdkd PHEbEET FELYD FTA%S P17 5%
Additinny T 1268 I.501 LoA? - I A48 THET
Dispeaxals - (45T} (-8 - - . (1340
Al emd ol year 1 1% 5 48957 01,644 5692 33 LIS360
Accumubiied Deprecintion amd
Mmia i tho m
At hepinning ofvear 51T 106K,104 33,183 B1631 4,804 3407 Liwm
Deprecistine snd
ampurtizalion
- {Mote il i S0 L ERFL ] iJd73 314
s pisa b 2 {491} (B < 3 - {1335}
Al oo o year 6,725 IINSA1T 34598 ELTS 4621 L iy e ] el
Mol Book Valwes #5012 F26,773 #i6.339 it BT [ T P46 334
2015
Land and Buildings and
Improvements  Improvements Tetal
(In Thousands)
Al revalued amounis:
At beginning of year F138.470 B&Y2 3T P1,030,849
Heclassification o Investment
property (338,470) (692,379 (1,030,849
At end of vear - - -
Accumulated deprecistion and
amortization
At beginning of year 18,525 3516 412,042
Reclussification a5 Investment
properiy (18,526) (293,516} (412,042)
Al end of vear s - L
Mol book valoes [ P [
204
M ackisers Fuimeais, Crndimizmm
Lol d | Imrsponaes  Foowees and Lisais amdd! Hrig|
Improemrenis  Eqpepeen Epii pirss il Eiginjrnend rermamla Egupmani Toaul
{18 Thaugmnda )
o
Ab b psin g 0t B ok BIIFE 14 L B ] PRI Fa a3 o FE2444 15
Addituges 57 1184 1705 r3 b - w 53N
Lhepeo s - 15KL] 1 h] - - | 1.} e}
Rl s ficatios - {8303 i T [l =05
A end of year 474 2 a3 E12 W A# [REL [T T3 1147 505
Acoumlaed Depredusms 2
angl Amiwliesiicn
Al begiening ol vear BT 2500 040 H2m . 4187 1555 T1anam™
Ceprecialioe i
Ferare| it e (Peria 4| b 1] 1,09 4Tl AT it 2043 16594
Lhspasas - CEIT) 10y [ & i ]
Al -:n.&-:i FEAr 4517 2 JPE 1 168 fi 4] 4 404 JA0T LS i ]
M Book 's' alimm Pl PR, B2 F13X1 P0G F‘|='!35 Falﬁ_-lﬁ F'ﬂ_,l'i'il_
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Land and Buildings and
Imiprovements Improvaments Total
{In Thousands)
At reva lied grmoumts:
Al beoinning of year F3315.470 Pai7.580 21,026,059
Additions - 4,750 4,790
Al end of veor 30470 92,379 1,030,849
Accumulated depreciation and amortizaton
Al beginning of year L7540 367,332 385,178
Deépreciation snd smorlization
(Mote 20 Ha0 26,184 20,564
Al end of vear IB,526 33,516 412,042
?jiEmﬂ-‘.ﬂuca P315,5944 P98, 863 P18, 807

Certain items of property, plant and equipment identified as idie and included under machinery
and equipment were written down to their estimaled recoverable amounts,

Giain on sale of property, plant and equipment was recognized in 2005 and 2014 and 2013
amounting to 815 34 million, 8820 million and P21 million respectively.

The fair value of land and improvements and baildings and improvements, which has baen
determined based on the latest valuations performed by Asian Appraizal Company, Inc. (Asian
Appraizal) dated July 23, 2003, exceeds its carrying cost.  Asian Appraisal is an industry specialist
in valuing these rypes of properties, Revaluation increment in properties amounted to nil and
#252.23 million in 2013 and 2014, respectively.

T 200 5, the Company transferred s land and improvements and buildings and improvements at
revalued amounts from property, plant and equipment to investment property valued at cost to
reflect the change in use of the properties on July 1, 2014 (see Note 10). The reclassification of
land and improvements and buildings and improvements at revalued amounts 10 investment

property ot cost.

As ol June 30, 2015 and 2014, the Group continues to utilize fully depreciated property, plant and
cquipment with an aggregate acquisition cost amounting to P66.15 million and P1,884.59 million,
respectively,

As discussed in Note 1, certain property, plant and equipment were damaged by the fire which
occurred on September 4, 2012, Afier the assessment on the extent of 1he damage on the
individual assets by the Company’s engincering and operations group, and tegether with thind
party technical consultants, property, plant and equipment that were completely destroyed were
writlen ofl snd those that were partially damaged were impaired. These property losses are
recopded as "Casualty boss” in the consolidated siatement of income.

Below is the detail of casualty loss sustamed by the Group on property, plant and equipment:

Accumulated
Cosd depreciation Write- off  Casualiy Loss
(In Thousands)
Cluster Building 1 P454 B3] P13 P2l
Cluster Building 2 211 199 2 12
I'Fl-CHfices 1,836 1,704 132 132
E2501 p2,134 P67 167




14. Software Costs

2015 2014
(Tn Thousands)
At cost:
Heginning balances #32.1335 27952
Additions 3,305 1,183
Ending balances 35,948 32,135
Accumulated amortization:
Beginning balances 23,178 19,774
Amortization (Mote 200 3,961 3-.40‘4_
Ending balances FEAL . 23,178
Met book values PR.EDD B8,957
15, Other Noncarrent Assets
2015 214
(In Thousands)
Advance rental P115264
Deferred acquisition cost 12395 25,641
Deferred reinsurance premiums 12,141 24 059
Refundable deposits 19,637 27,313
Deferred input VAT o.111 9,697
Spare parts and supplics 8,630 7,712
Prepaid expenses 568 832
Others 6,480 10,953
#204.226 B106,207

Advance rental paid by the Company to PMR for the renewal of the lease contract which will be
amortized for 25 years.

Dreferred acquisition cost pertains to the unamortized acquisition costs incurred during the period
that are related to securing new msurance conbracts and or renewing existing insurance coniracts,

Dieferred reinsurance premiums penain to the unexpired periods of the reinsurance premiums
ceded at the end of the reporting period.

Refundable deposits pertain (o deposits made 1o utility companies, other suppliers and various
miscellineous deposits.

Dieferred input VAT arises from the purchase of services on credit by the Group which is not yet
paid a5 at yearend.

Spare parts and supplics pertain to supplies, materials and spare parts for office and
building maintenance of TPL

Prepaid expenses comprise of advances o insurance companies for personal accident, term life
and fire and deposits to lessors which shall be applied in the future,



s

Uniclaimed claime reserve fund pertains to fund deposited to MBTC for payment for Class 3
wreditors of LOI {see Mote 1),

Others consist mainly of various assets that are individually immaterial.

. Accounts Payable and Accrued Expenses

2015 2004
{In Thousands)

Claims payables F130,608 266,951
Reserves Tor uncamed premiums 16,092 111,909
Accrued expenses 118,437 95,690
Nontrade payables 91,639 92.903
I'made payahles 49,197 46,997
Due to reinswrers and ceding companies 41,865 29,132
Chhers 29,374 32,173
P667,262 P673,755

Claims payvables pertiin to the estimated ultimate cost of incurred bat not settled claims as at the
reporting period.

Resarves for unearned preminms are portion of the premiums that relates to unexpired perinds.
Accrued expenses inclede janitorial, secarity, utilities and other accrued expenses.

The managemient reversed acerunl of certain provisions amounting to nil in 2005, 2014 and
24334 million, respectively.

Due to reinsurers and ceding companies refers fo the balance of premium and claims with respect
to necepted and ceded reinsuwrance agreement whether directly or through brokers,

The terms and conditions of the above payables are as follows:

= Trade pavables and accrued expenzes are noninteress-bearing and are normaolly settled on
thirty (30) days’ term.

s All other payvables are noninterest-bearing and have an average term ol one (1) year,

As mentioned in Mote 1, as a result of the approval of the Court of the Third Amended and

Restated BRI on December 20, 2012, the Group recognized a gain on condonation of debt from
trade creditors amounting to B 19928 million.
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17, Rental and Other Deposits

2014 204
D within Beyond D within Beyond
Chne Year  Onoe Year Tolal Une Yeor Cne Year Total
(In Thousands)
Rental deposits F28,295 #11,324 B 519 PS0453 P4,979 P55432
Security deposits 72,297 31,334 103,631 757 I&619 937
[eferred rent 26,643 32,5937 59,580 34,008 2,796 47,70
Customer deposits 133212 1,582 14,804 i.317 w563 -5 B8
Construction bond A48 4,167 B3 40143 6210 TE13
Orher deposits 5.5‘1_5_ 3987 T.211 4930 3,510 RET

F143,230 #5331 #133.561 FlG6.653 P DER F214.743

Deposits mclude rental, security, castomer, construction bond and other deposits paid by tenants
1o the Group on the leased properties which are refundablc at the end of the contract,

Deferred rent perains to rent received in advance amounted to B39.538 million and B47.79 million
a5 at June 30, 2015 and 2014, respectively.

Customer deposits consist of priority premivms paid by tenants which serve as their reservation
deposits. Discounted security deposits amounted to B13.22 million and P91 2 million as at
fune 30, 2015 and 2014, respectively (see Mote 27),

I8, Related Party Transactions

Related party relationship exisis when one party has the ability to control, directly or indirectly
through one or more intermediarics, the other party or exercise significant influence over the other
party in making financial and operating decisions. Soch relationship also exisis between and/or
among entities, which are under commoen control with the reporting enterprises and its key
management personned, directons or its stockhobders, In considering each related party
relationship, attention is directed 10 the substance of the relationship, and not merely the legal
form.

The Parent Company and its subsidiaries, in ther normal eourse of business, have entered into

transactions with related parties principally consisting of noninterest-bearing advances with na
fixed repavment terms and are due and demandable.
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Account balances with related parties, other than infra-group balances which are eliminated in
consolidation, are as follows:

Chatstanding
Crtepary Aiaied MY o lume Radgnee Feranx Conidsiions
{In Thausnnds)
Awsrairds cveedl by related poariies:
Uhafer cavtman conro)
Cinvaman PhiBppines, e s 2 BlE2E Demandsbleand  Unsscured, non-
2014 3 PEE2G collectiabe o Interest boaring.
wrnemd = w il TR el
ol BLAZS, and
ungunrnniesd
Licnex Invesitments {oep, s - 6 Demandshle and Unaseuiod.
2l - ) aullectible i npminleres]
demanid bearing,
FHE il amend,
diil wmiguaringecd
Tetal 205 L ] Fi,634
Tulal 20104 3 P63
2015 20014
{In Thowsands)
Amounis owed by related parties P1.634 P1,632
Less allowance for impairment losscs 1.625 1,610
o F

Maovemenis of allowance for impairment losses on amounts owed by related parties are as follows:

IS 2004 213
{In Thoesands)

Balaces ot begmnnmg of year Fl,610 PL&ID PB7.595
Provision for the vear 15 = ’
Reversal during the yvear - - (62 462)
Write-off during the vear - - [237)
Reclassification (Note 5) - - (23,666)
Balances at end of vear #1,625 B1510 F1.610

This assessment is undertaken at each financial year-end by examining the financial position of 1he
related parties and the market in which the related parties operate.

Significant transactions entered into among subsidiaries other than advances include:
#  Insurance premium coverage for cenain properties of the subsidiaries (sce Nale 1).
»  Condonation of debt as a result of the RP amounting to nil, B1.49%.8 mittion and
£2,630.2 million in June 30, 20135, 2014 and 2013, respectively (see Note 1).
*  Managemen contract and service agreement between the parent company and a subsidiary.

Compensation of key management personnel, imcluding retirement and other benefits, amounted 1o
AT8.1 million. P78 million and £33 2 million in 2015, 2014 and 2013, respeclively
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Retirement Fund
The Group’s retirement fund is being held in trust by a trustee bank. The carrying amount and fair

value of the retirement fund fallows:

=S 20014
{In Thousands}

Carrying vialue B3 470 P135,062
Fair value 163,470 135.062

The retirement fand consists of the following (see Note 23): S SS Ba s
2015 2014

Cash S.48%, 31.40%
Equity TLES%% 65.20%
Fixed income 4.96% 3.30%
ithers 16.70% 0. I{?_"E'E!_
10:0.00% FOND D0

There were no other transactions made between the Group or its parent company and the
retirement fund during the year.

19,

Subscription Payvahle
Cyber Bay and Central Bay

On April 25, 1995, Ceniral Bay, a wholly-owned subsidiary of Cyber Bay, entered into a Joint
Venture Agreement with the Philippine Reclamation Authority (PRA,; formerly Public Estates
Authority) for the complete and entire reclamation and horizontal developiment of a portion of the
Manila-Cavite Coastal Road and Reclamation Project (the Project) consisting of three partially
reclaimed and substantially eroded islands (the Three Islands) along Emilio Aguinaldo Boulevard
in Parafiague and Las Piflas, Metro Manila, with a combined 1otal area of 157 8 hectares, another
area of 24.2.2 hectares contiguous to the Three Islands and, at Central Bay’s option as approved by
the PILA, an additional 350 hectares more or less to regularize the configuration of the reclaimed
ared,

On March 30, 1999, the PRA and Central Bay cxecuted an Amended Joint Venture Agreement
(AJVA) o enhance the Philippine Government's share and benefits from the Project which was
approved by the Office of the President of the Philippines on May 28, 1999,

On July 9, 2002, the Supreme Court (S8C) (in the case entitled * Francisco Chavez vs. Amari
Coastal Bay and Reclaimation Corp.™) isseed a ruling declaring the AIVA null and void.

Accordingly, PRA and Central Bay were permanently enjoined from implementing the AIVA. On
July 26, 2002, Central Bay filed a Mation for Reconsideration {MR) of said SC decision. On

May 6, 2003, the SC En Banc deniced with finality Central Bay's MR, On May 15, 2003, Central
Bay filed a Motion for Leave to Admit Second MR In an En Banc Resolution of the SC dated
July &, 2003, the SC resolved to admit the Second MR of Central Bay

On November 11, 2003, the SC rendered & 7-7 split decision on Central Bay’s Second MR,

Because of the new issues raised in the SC's latest resolution that were never iried or beard in the
case, Central Bay was constrained to file on December 5. 2003 a Motion for Re-deliberation of the
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SC% latest resolution which motion was denied with finality by the SC. With the nullification of
the AJVA, Central Bay has suspended all Project operations.

On August 10, 2007, in view of the failure by the PRA to comply with s obligations and
representations under the AJVA, Cyvber Bay and Central Bay have filed their claims for
reimbursement of Project expenses mthe amount of #10.2 Willion with the PRA. Cyber Bay and
Central Bay provided the PRA with the summary and details of their claims on

Seplember 5, 2007,

On July 15, 2008, Cyber Bay sent a follow-up letter 1o the PRA. The PRA, in its letter dared
July 18, 2008, informed Cyber Bay that s claim is still being evaluated by the PRA.

As at June 30, 2015 and 2014 the Parent Company bas unpaid subseripiion m Cyber Bay
amounting 1o P481.68 million, which is presented as “Subscriptions Poyable™ in the consolidated
statements of financial position, Cyber Bay under “AFS financiil assets™ amounied to

B&10.76 million and $930,03 million as at June 30, 2015 and 2014, respectively, net of allowance
for impairment losses amounted to B527.48 million and #291.50 million as at

June 30, 2015 and 2014, respectively.

20. Cost of Goods Sold, Services and Operating Expenses

M5 2004 213
{In Thousands)
Personne] expenses (Kode 21) FI04.95%0 B2I0 23] F220.132
Reneal (Mot 27T o9 K50 e #2540
Pepreciation and amortization

(Motes 12, 13 and 14) 79,747 #1675 E5 107
Share in CLISA related cxpenses 56,304 89,356 [16.734
Taxes and licenses AnYas AT ERTE 21,300
Professional and legal fees 29,970 21.563 11,551
Materials used and changes in

mveriories (MNole &) 15,799 34,158 136,398
Insuramce 13127 e B.00OZ
danirorial and securily services 11,670 10,436 10,809
Communication and transportation k369 10,256 11,488
Marketing expenses T.45% 7,852 24462
Supplies and reépairs 5153 7158 23,486
Representations 1163 I 255 3,339
Fravizion for mmpairmen] [osses -

niet of recovery (Modes 3,

i and 10 1,564 [ 096 1,682
Lttilities and fued = = 89,154
Cithiees 14,782 IGEI18 13,366

PEE3,TIS PE2D 4TS P53, 280




21. Personnel Expenses

s 4 M3
{In Thousands)
Compensation and employee benefits F154,705 FI9.008 P15 886
Retirement benefits costs (Note 23) 0,275 19,223 14,246
Iﬂdr:;'l'ﬂﬂ FZII].E_EJ_ P14, 132
21. Interest Income (Expense) and Bank Charges - net
e : WIS e 3013
Inierest income; (I Thowsands)
AFS financial asseps #3,164 p p-
Sherl-term investmcanis
(Mate 4 1,421 4,770 3,535
Cash in banks (Mote 4) adb T8 115
Receivables (Mote 5) [ Ti 4
HTM investments - - L &0
4,846 5,819 6,076
Triterest exponse and bank
charpes:
Ratirement benefirs linbility
[MNote 23) 1498 aila T 100
Bank charges 444 1,304 662
Interest expense - 175
Crhers i — 150
3,121 TaRS T.021
¥1,815 (F1_R66) (RI_&43)

23, Retirement Plan

The Group has a funded, noncontributo

relirement benefit is based on o percentage of the employees" final

of eredibed service.

The latest independent sctuarial valuation dated August 18,

ry retirement plan covering all its regular employees, The
plan provides for retirement, separation, dizability and death benefits to its members. The normal

projected unit credit method in accordance with PAS 19.

monthly salary for every year

2015 was determined wsing the

The following tables summarize the funded status and amounts recognized in the consolidated

stutenments of financial position, and the co

mn the consolidated statements of income for the retirement phan:

mponents of the net retirement benetit costs recognized

2015 204
{In Thousands)
Retirement benefiis Hability:
Fresent value of oigation (PVO) #171,311 PI42.967
Fair value of slan assels 174,346 (143.282)
Unfunded obligation FOROT7S BOG |85

LRI
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s 2014
tn Thousands)
Retirement benefits costs:
Current service cost P10,275 P20,843
Imterest cost - net (Maoie 22) 2,498 g, 116
Past service cost - (1.620)
F22.,773 F15.319
: ; P - -
Movements inthe retirement benefits liability are as follows:
5 2014
{In Thousards)
Balances al beginning of vear B9 185 Pl3R21S
Benefit expense 32,773 25,339
Actuarial losses fgains) - net 5745 (8,592
Actual contributions (30,728) [53,881)
Balances ot end of vear BOGOTS 00 |85
Changes in the PVO arc as follows:
2015 2014
(In Thousands)
Balances al beginning of year F142.467 P231.516
Current service cost 20,275 20,843
Interest cost 10,031 10,980
Benefits paid (H625) (9,648)
Actuarial gain H,176 7.497)
Past service cost - (3,727)
Balances at end of vear #171,311 B242,467
Changes in fair value of plan assels are as follows:
215 2014
{in Thousands)
Balances at beginning of year Pi143,2R2 RO 107
Actual eontabulions 30727 55,881
[tesest incane 7,534 4.864
Actuanial gain on pinn asscts 2431 1,015
Beneliis paid (9,628) {11,755)
Dalances ot end of year P174.346 R143.2582

The categories of plan assets as a percentage of fair value of the tolal plan assets are as follows:

15 2014

Cash 15.39% 31405,
Equity 68.63% 65 20
Fixed mncome 4.04% 3.30%
Oihers 11,94 % 0,108
HHLO % |{4).0%
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The Group expects to contribute B78.7 million to the retirement plan in 2016,

The principsl assumptinns used to determine pension for the Group are as follows:

20135 204

Discount rates 4.852%% 3.2

Expected rates of return on plan assets 6.00% 6.00%

Salary increase rate 7.50% T.50%

Amauints For the current and previous four (4) years are as follows: : £

LS 20014 2013 22 2001

{In Thiousands)

Delinzal benefit obligation #271,321 P22 467 P235106 PE%,&20 P111.05%

Plan asscts 167328 143,282 03,197 75,808 43403

Unfinde] ohligation FI03.993 (LR CTETETT RN GTh3E
Experience adjusiment o plan

lighilities - loss {gain} {id) [21,676]) b 255 [3.273) T
Experience adjustment on plan

nasiots - gain {loss) 40 4,565 4,714 (727 3334

Clanpe in gefuarial samptions 9454 (3,004 20,793 15615 20

14, Income Taxes

The Group's current provision for income tax in 2015 and 2014 represents regular corpofate
ineome lax.

1013 2 2013
{In Theusands)
Current PI15.721 RO, 103 P3.974
Final 3,901 1,485 3A17
Deferred {8,148) 70364 {3801}
F11,564 PE1950 #5500

The reconciliation of the statutory income tax rates 1o the effective income tax rates follows:

2015 2004 2013
At statwbory 1ax rakes K LTS 0.0 3. 0%
Additions to freductions in) meome
texes resulting from:
Exzmpt mcome from
extinguishment of debd - (16.9) {31.6)
Cizin on safe of AFS investments .9 (.7 (2.4}
Expired NOLCCH {153 0% 1.4
Movement in unrecoznized
deferred income tax assels (281} (%60 (5.1
Interest mcomie subjected to
final tixes (1.3 (0.1 (0.4
Expired MCIT (.5) w1 i1
(Forwerd)



2015 2014 2013
Exempt incate from dividend R - -
Criliition Joss on reversal of
allowanca - ih
Cihosr nemiaxable ncome - .5 1.7
Cliers (0.5 =
AL ciloetive tax Tates {B.4%) 3.1% 0.3%

The significant components of the deferved income tax liabilities - net of the Group arg ag follows:

2015 2014
(i Thousands)
Deferred income tax assets:
Casualty loss P18,974 P18.074
Dieferred rent 17,874 14,338
Allowance for impairment losses on
receivables 15,425 11,976
Uinamortized past service cost 60 6,704
Retirement benefiis liability 6,990 8,041
Uneammed reni - 37
Deferred reinsirance commission 1,393 =
Oithers 1391 2,258
B9,652 62,618
Deferred mcome tax liabilities:
Revaluation increment on property, plant, and
Lquipment (108, 100) {108, 100)
Recovery on insurance (98.382) (98,382)
Revaluation reserve on investment properties {75.149) (79.474)
Remeasurement gain on retirement (6,982) (9,280)
Deferred acquisition cost (6,753) -
Undepreziated capitalized rent, mterest and
costoms duties (6.474) {6,466}
Unrealized gain on valuabion of AFS {1,865) {163}
Retirement plan assets (661) (Bl
Accrued rent income 327 {1.696)
Unrealized gain on vaklsation of FVYPL (150) .
Unreslized foreipn exchange pain (28} (3}
(304,217) (104,179)

(P234,565) 241,561}

Deferred income tax assets are recognized only to the extent that taxable income will be available
ngainst which the deferred income tax assets can be used. The Group reassesses the unrecognized
deferred income tax assets on the following deductible temporary differences and recognizes the
previonsly unrecognized deferred income tax assels to the extent that it has become probable that
future taxable income would allow the deferred income tax assels 1o be recovered:
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2015 2014
(In Thenssands)
NOLCO BI66,267 B343.003
Allowance for impairment losses on recervables,
other current assets, invenlories and others 4,203,175 674,971
Retiremcnt benefits liability 75,463 93,181
Loss{gain) on remeasurément of relirement
henefits plan (49,085) 84,606
Unamertized past service cost 44,110 e
MCIT 2,950 1.B56
Accrued rent 323 Qi
Unrealized foreign exchange Insses 36 93
Excess of reserve for uneamed premiums = -
4,643,239 21,236,636

A at June 30, 2005, the Company has NOLOO and MOIT that can be claimed as deduciion fram

future taxable income and tax due, respectively:

Year incurred Expiration Date MOLCD MCIT
2013 2006 P37, 731 P64
2014 m7 112,218 214
2005 2018 46,744 1.338

B296G,643 E2.01H

The following are the movements in NOLCO as at June 30, 2015 and 2014:

FiL) 2014
(In Thousands)
Balances at beginning of year £342.585 B302.473
Additioms 46,744 112218
Expirations {92,636) (72.106)
206,693 P42 585

The following are the movements in MCIT as at June 30, 2015 and 2014;

015 2014
{In Thousends}
Balances al beginning of vear P1.856 B3,180
Additions 1,338 214
Expirataons (1,178) (1,347)
PL1.016 P1.856

The Group did not avail of the optional standard deduction in 2015, 2014 and 2013,
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25, Eamings IPer Shore

The: following table presents information necessary (0 calculate basic carnings per share:

2015 Ml 2013
{1m Thousands)
A, Mel income abiribuizble io
equity halders of the Parend (BZ62,453) P2106G1E PTZE.630
b.  Weighied uvernge number of
shares _ILJﬁ-TJ 49 2367, 149 2367, 145
Basic eamings per share {a'b} {11 PO P31

26. Segment Information

Business Scements

The Group's operating businesses are organized and managed separately according o the nature
of services provided and the different markets served. with each segiment represeniing a sirategic
busmess wit.

The industry segments where the Parent Company end its subsidiaries and associates operate are
as follows:

s  Holding company
=  Financial services - insurance and related brokerage
= Real estate - property development

& Manufaciuring and distribution - manufacture and distribution of beverage and ceramic tiles
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27. Long-term Lease

On August 28, 1990, TP, a subsidiary, through a deed of assignment, acquired all the rights, titles,
interests and obligations of Gotesco Investment, Ine. on a contract of lease of the land owned by
PR for the Tutuban Terminal and where the TPI's mall is located, The contract provided for &
payment of a guarsnieed minimum annual rental plus a certain percentage of gross sales. The
lesse covers a period of twenty five (25) vears until 2014 and is automatically renewable for
another twenly five (25) years subject to compliance with the terms and conditions of the lease
agreernent,

On December 22, 2009, TP renewed its lease contract with PNR for another twenty five (25)
years beginning September 5, 2014, the end of the origingl lease agreement. Rent expense
charged 1o operations amounted to P99.50 million, POO.82 million and #9254 million in 2415,
2004 anid 2013, respectively (see Note 20).

As at June 30, 2015 and 2014, the aggre gate annual commitments on these existing lease
agreemonits for the succeeding yvears are as follows:

2018 24
{In Thousands}
Less than one (1) vear Pl137.614 P121,991
Moare than one {1 ) vear but not mare than
five (5) vears 689,402 624,835
More than five (5) years 3,056,840 3238920

$3.883,856 #3,981,746

Leaschold rights pertaining 1o the feased property has a book value of nil as &
June 30, 2015 and 2014,

Group as a Lessor
e Girowip has entered into commercial property leases on its buildings, These leases have

remaining terms of one (1) vear to less than five (3} vears. Renewals are subject to the mutual
consent of the lessor and the lessec,

Tenants are required 1o post secority deposits, which shall be refunded, without interest, within
sixty (60) days afier the cxpiration of the lease period, deducting the amount of damages 1o the
leased premises, if any. The discounted amount of noncurrent rental depasits amounted to
#13.3 mullion and 89,1 million as at June 30, 2015 and 2014, respoetively.

L
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The table below shows the movement analysis of the carrying value of noncurrent security deposits as

at Jume 30, 2015

- = 015 2014
{In Thousands)
Undiscounted amount at beginning of yvear 10,241 P3,663
Additions 4.3k 4,578
& 14,565 Pkt |
Discoum an security deposit:
Balance at beginning of year 1,121 LT
Addition 445 628
Averction of inferest 291) {195}
Balance at end of vear 1,275 1,121
el carrying value £13,290 #9120

Aceretion of interest for the fiscal year ended June 10, 2015 is included under “Other Income
{Charges)” in the consohidated statement of income,

015 2014
{In Thousands)
Begmning of year EL107 P68
Additions +Ho 627
Amortization {372y __(204)
Bakance at end of vear P1.181 B1,107

The excess of the principal amounts of the rent deposits over the carrying values is preserted as
“Deterred rent income™ in the consolidated statements of financial position. Deferred rent income

15 amortized 1o rent reventee in the statements of comprehensive income over the lease term using
the straight-line method,

. Contingencics

The Group is contingently liable for lawsuits or claims, and assessmonts, which are einher pending
detision by the courts or under negotiation. Management and its legal counsels believe that the
eventual outcome of these lawsuits or claims will nat have a material effect on the consalidated
financial stutements. It is possible, however, that future results of operations could be materially

affected by changes in the estimates or in the effectiveness of the strategies relating to these
proceadings,

g

. Events after the Reporting Period

Un August 14, 2015, the Group entered into an agreement with Ayala Land, Inc. (ALI) whereby
ALL will subscribe to 2, 500,000,000 commaon shares of stock of the Group or 51 36% ity
mterest in the Group (which will come from Group’s increase in authorized capital steck) For a
lotzl consideration of P5.623 billion, subject to certain terms and cosditions.

The Group, through its wholly-owned subsidiary, TP, owns Tutuban Center in Manila City. With
the entry of ALI, the Group will be able to henefit from the experiize and resources of ALl and
oplimize the development of its property assels, especially Tutuban Center. Tutuban Center,
which sits on a 20-hectare property, will be the location of the North South Railway Project

Transfer Station which will interconnect with the LRT 2 'West Siation.
EE AT RO
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In connection with the foregoing, on August 13, 2015, the BOD of the Group approved the
amendment of its Articles of Incorporation, specifically: (1) Article Sixth - to increase the number
of its directors from 7 to 9; und {2) Article Seventh - to increase is authorized capital stock from
#2.4 hillion to B7.5 billion.

Un September 7, 20135, the Group sold its investment properties located in Mandave City, Cebu, as
discussed in Note 12, for #432.6 millior. The sale was approved by the BOD on
September 4, 2015,

a0,

Fimancial Risk Management Objectives, Folicies and Capital Management

The Group has various financial instruments such as cash and cash equivalkents, receivahles,
amounts owed by to related parties, AFS financial assets, FVPL investments, deposits under other
sumrent assets and subscriptions payable. The main purpose of these financial instruments is to
raise funds and maintain continuity of funding and financial Nexibility for the Group, The Group
has other financial habilities such as nccounts payable and acerued expenses and rental and other
deposits, which arise directly from its operations.

Ihe main risks from the use of financial instruments are credit risk, lguidity risk, foreign currency
risk, equity price risk and interest rate risk. The Group's BOD reviews and approves policies for
managing these risks as summarized below,

Crefit Rivk
The Group's credit risk origmates from the potential loss arising from any failure by
counterparties to fulfill their obligations, as and when they fall due.

The Group trades only with recognized, reputable and creditworthy third parties andfor transacts
only with mstitutions andior banks which have demonstrated financial scendness. 1t is the
Group’s policy that all customers who wish to trade on credit terms are subject to credit
verification procedures,

The Group’s gross maximum exposure to credit risk of its financial assels, which mainly comprise
of cash, excluding cash on hand, receivables, amounts owed by related partics, AFS investmenis
and HTM investments arises from default of the counterpary which has o maximum exposure
equal fo the carrying amount of these instruments at reporting date.
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Credil quality of neither past due nor impaired financial assel
The credit quality of financial assets s being managed by the Group by proupemg its financial
assets into two; (a) [ligh grade financial assets arc those that arc cument and collectibl

{b) Standard grmde fnancial assets need o be consistently followed up but are still collectible.
The tables below show the eredit quality by class of financinl assets based on the Group's credit

rating system:
2015
Meither past due nor impaired  Past due or
Standurd  individually e
High grade grade impaired Total
(In Thousands)
Loans aid Recedvables:
Cash aml eash equivalents PI51,035 B B #151,035
Receivahles:
Trade debiors 4814 36,164 05,066 T40,044
Inswrance receivables 351,174 = 65,116 416,490
(Hhers 24.605 3,296 192,707 120,608
Amounts owed by
related partics 9 = 1,625 1,634
Deposits {under "(Hher
noacurrent assels") 19338 200 99 19,637
AFY Finamcial Avsets}
Listed equity securities 849 360 - 535,188 1.3584,64
Oucied debt securities 159,134 = 159,134
Unguoted debi seearities 16,415 - N 1,405
MNonlsted cquliy seeuriths JEZ509 = - M2, He
Finoucial asscls st FYPL 175491 i . 17,592
B1090.375 H39.660 BEES. %01 P1.630,936
2014
Meither past dee nor v pakred Past due or
Sandard  incivadually
High grade grade imnpaired Tatal
(In Thousunds)
Loavs and Receivables:
Crsht and cash squivalents P33 67T - - P3i51,677
Recpivahles:
Trade debtors 41,933 9,956 15,298 i41,187
Inserance receivables 315,133 | #3380 B.32 JD6RAT
Chers 42,124 3513 211,118 236,760
Armiunts owed hy
related purtics 22 = L&D 1,632
Dieposits {under "Cither
nemeirTent assels") 31314 W 27313
AFE Finmecial Asvets:
1.isied l;!qu'il}' T {0 10545, S i) = 294 Fil 1, a%0,601
Ducded debe securilies 241 6535 241,635
Ungquested debdl securitics 6,082 + = 082
ManHated egudly securities 209 66| 190,661
P2 424 (K8 Pl%6 849 Pa04, 568 P3.225.435
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The tables below show the aging analyses of financial assets per clags that the Group held as at
June 30, 2013 and 2014, A fnancial asset is past due when s counterparty has failed o make
payment when contractually due.

2hs
Meither past Past dus bl oot lmpairsd
dwe por  Drsviban 37 todll &1 e 4 Over  lailividuaily
kmpaired M dags _days duys 0 dava impalied Tutal
i Thousamnds)
Loaws aind Receivabion:
Cash amil cash
exjiralemis Flsin32 - P - B - FI51.03%
H e bk et~ R e e
Trade debiors 44978 £,X0k i L5 351z Ri6.575 [EIE 2]
Insuramce reces alies 350,17 - = = 4145 14,168 LGB
ihers IT.R0Y - - = 49 193,158 LG
Ainnupts pweil by
relubsd pariies L) - = 1425 (Y
e ity fumder "(Hhor
nnacurreni ageis") 13538 - - = - i 1637
AFS Flmeapsal 4
Lisked cyunily sccmrities LEL T - - = = A3A.HH 139484
Urmnled die i secorilies 180154 - - - - bl N E
Unguoded dobs
wrrartees 16 5 - - - — - 16805
MonSsted eqainy
semridin &3 &0 - - - - - IRLEND
Finamiial gaar al FYPL AT = - = =T.0n3
w 4206 Priid Fih 108 i‘-&l_li Fi ﬁ.!'.lﬁ
2014
Hefther st Pagi diie bae o imgaired
cucien  Lessimn 3 o il 1w 5l eer Individuplly
mipamed 30 days sy s 0 alnys 1 i irad Toaal
{1n Themsaess}
Lioviews and Racehvatlr
Cash &id sl equaabinis CAREN Ty - - B [ - BISIATT
Reisivatilis
Tride deblocs 45,904 2ARD L1l = Eed A9 %R 141,187
lnsmrance receivshlies J15.035 - i = 183,150 3342 #0p k57
{xhers 45,41 - = LTI PN ITE 14n Tl
Amonnts ol by
rehased peitics id E = - 1610 1.63F
[episitg {under “"Cvher
s gk 2721 — - Th 33 27313
1Y Fineaiod Aviein
Lized enaity seamiics (WY - - 20441 1. 3% 501
Chunisd dag securlics 24| 654 - = - 3 140 f55
Tngquoied desi
pasumiiex hJIR2 - - = = [ HIE b
Manbsied eqeity
weziniies 2904661 = = = = . PR ENi] |
FIA1T.045  BOARD [EE) P- PIW35T  MAdATE Fi TS eas
Liguidity Risk

Liquidiry risk arises when there & 2 shorage of funds and the Group as a consequence could not
mest its maturing obligations.

In the management of liquidity, the Group monitors and maintains a level of cash deemed
adequate by the management to fnance the Group's operations and mitigate the effects of

Muctuations in cash Mows.
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The tables below summarize the maturity profile of the Group's financial Liabilities as at
June 30, 2015 and 2014 based on contractual undiscounted payments:

2015
Cn Lans ihum s i Gin 11
ibemand 3 momihs miomnihs minmiha Traal
{ln Thousands)
Aot payahle and
. agermed eaposses B526,333 P4, 040 PeH. T P- EIZR
Rental and sther deposits 481,675 - 3 : !
50,788 15, 1 17,854 4588 R3.37%
2014
{in Lzss than o fitn 12
demaarsd 3 maoribe maonihs ke Taial
{In Thusands )
Accourys payalie aml secroesd
CRpERELS B55R, 104 P 533 15 349 P37 39E manl 674
Fenl Gl aiher deponits 51,424 52,741 a2 4 15 [IEE 214,043
BRG] E P52 BT7 E13 FILI-iEH-!- PETR 417

Fareign Currency Risk

The Group's foreign currency risk results from the foreign exchange rate movements of the
Fhilippine pese against the United States dollars (USD), European Monetary Union (ELR) and
Great Brian Pound (GBP). The Group's foreign currency risk arises primarily from its cash in
banks and trade payables.

The Group monitors and assesses cash flows from anticipated transactions and financing
agrecments denominated in USD, EUR and GBP.

The table below summarizes the Group's exposure to foreign currency risk 25 at June 30, 2015 and
2014, Included in the table are the Group's assets and liabilities at carrying amounts;

2015 2014
Foreign Peso Fareign Peso
Currency Equivalent  Currency  Equivalens
{In Thousamd:)

Financial Asset:

Cash in banks
Lsn 522 E1,000 T8 PYRG
Shart-term investments
ISD 1] 1,578
Financial Liability:
Arcounts payable
UsD . B 2 a7
EUR 1 50 I il
P ] 42 I 75
Met Mnancial asset 853 Bl 415 $14 P564
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As at June 30 2015 and 2014, the exchange rates of other currencies 1o Philippine Peso are as
follows: .

015 2014
LS P45.09 Pd43.63
EUR S0.50 59.76
GRP 7113 74.59

The following table presents the impact on the Group’s income before income tax e to changes
in the fair value of its Anancial assets and liabifities, bronght about by 4 reasonably possible
change in the foreign currencies'P exchange rate (holding all other variables canstanty as a

June 30, 2015 and 2014,

Increase! Effect on income
decrease in (lozs) hefare
CUTENCy Tafe INCOme tax
{In Thougands)
2015
USD +{L 410 #2279
= 65% (36.13)
EUR +1.340 (2.30)
=1.20% 1.28
GEP +1.98%, (1.16)
-L41%, (.53
2014
UsD +ik 0o {PF11.04)
=0,58% 944
ELIR 1,145 (1.14)
-D.82%% .82
GRp 1.7 (1.7
-,73% .73

There is no other impact on the Giroup’s equity other than those afready affecting the consolidated
statemnents of income,

Equity Price Risk
Equity price risk is the risk that the fair values of equities decrease as the result of change in the
levels of equity indices and the value of individual stock. The equity price risk exposure arises

from the Group's investment in stacks. Equity investment of the Giroup is cateporized as AFS
financial assets,

The Group mensures the sensitivity 10 its equity scourities by using Philippine Stock Exchange
index (uctuations and its effect 10 respective share prices.

The Group’s policy is to mainiain the risk to an accepiabie level, Movement of share price is
monitored regularly to determine impact o its financial position.
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The hasic sensitivity analysis assumes that the stock’s standard deviation on ils historical vield for
the past one year provides the basis for reasonably possible change m prices of the stock
investment, The Group establishes the relative range of stock invesiment yiclds based on
historical stendard deviation for one year,

The following table demonsirates the sensitivity 10 reasonable possible change in equity prices,
with all other variables beld constani:

Change in
Equiry Effect on
price index Equiry
{In Theusands)

015

Upper Limit +11.59% B34,680

Lower Limit (11.594%) (34,680}
2004

Upser Limit +17.62% B232.040

Lower Limit {17.62%) (232,049)
2013

Uppar Limit +19.06% 251,022

Lower Limit {19 06%:) (251,02}

The impact on the Group®s equity alresdy excludes the impact on transaciions affecting the
consolidated statements of income,

Iniereyt Rate Rk
The Group’s exposure 1o the risk for changes in market interest rate relates to quoded debi
instrument.

The Group regularly monitors the market interest mile movements to assess exposure impact.

The sensitivity 10 a reasanably possible change in the interest rate (in basis points), with all other
variables held constant, of the Group's equity as at Juse 30, 2015 and 2014 are as follows:

The impact on the Group's equity is caused by the changes in the market value of quoted {hr:trl due
to interest rate movements. The quoted debt instruments of the Group penaiy to HTM
investments which matured in July 2013,

Changes in
mtorest rales
(in hasis Sensifivity 1o
_pPoInts) equity
2013 +15% (#2,572)
{15%) 2.572
2012 141 P1871)
(141} 1,871

ST HEROM Rt



=g

Capital Manapemeni

The primary objective of the Group's capital manngement is to optimize the use and earnings
potential of the Group®s resources and considering changes in economic conditions and the risk
characieristics of the Group’s activilies,

The Group manages its capital structure and makes adjustments 1o it in light of changes in
economic conditions, To maintain or adjust the capital structure, the Group may adjust the
dividend payment to sharcholders, return capital to shareholders or msue new shares. Mo changes
were made in the objectives, policies or processes as ol June 30, 2015 and 2014,

As al June 30, 2015 and 2014, the Group considers the follawing accounts as capital:

2015 2014

{In Thousands)
Capital stock P1,06%9912 P2.066357
Additional paid-in capital H19.904 829904
#1,599.516 P2.896,261

The Group is not subpect to externally imposed capital requiremems.

. Financial Instruments

The following method and assumptions were used to estimate the fair value of each class of
finaneial mstruments for which it is practicable to estimate such values at June 30, 20035 and 2014
e set oud below;

Claslt amed Casht Equeivalents _
The carrymg amount of cash and cash eguivalents approsimates its fair values due to the shori-
term matueity of this financial instrument.

Receivables, Accounis Pavable and decrued Expenses and Amownts owed by Relgted Parmies
The carrying amounts receivables, accounts pavable and secrued expenses and amounts owed by
related parties approximate their fair valees due o their short-term nature.

Rental and Other Deparits
Current portion of rental and other deposils the camryving amounts approximates ils fair value due
to the shor-term maturity of this financial instrument.

The fair values noncurrent security deposit recorded under *Rental and other deposits™
approxmmate its amaortized cost which was based on the present vulue of the luture cash flows.

AFS Fingncial Assers

AFS equity Ninancial assets that are listed are based on their bid prices as at June 30, 2005 and
2014, AFS debt financial assets that are quoted are based on market prices. Unguoted debt and
nonlisted AFS financial assets are based on latest available rransaction price at the end of the

reporting period,

Finewicial Assels af FVIPL
Listed equity securities designated as financial assets at FVPL are based on their hid prices,
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32, Orther Matiers

Certain accounts in the 2014 financial statements were reclassified o conform with the 2015
presentaton
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INDEPENDENT ATDITORS REFOET
ON SUTPLEMENTARY SCHEDULES

The Stoeckhaolders and ine Board of Uirectors
Peirne Croen Philipoines, Iog, and Subsidiaries
20F LEG Tawer

(R0 Avala Ave, Makati Cily

We have audited in acoosdance with Philippine Standasds on Audiling, the conselidaed financial
giatemnenis of Prime Crricn Philippines, Tnc. and its sulssidizries s 21 lone 30, 2015 and 2014 and for
each of tke threc vears in the perind ended June 36, 200 3, incloded inothis ferm L7-AL dod have issued
aur report therean dated Cietnber 9, 2015, Gur aodis were wade for the purpose of torming an
apin:on on the basic firancial slateinents taken 35 @ whole. The sehedoles lisied in the ndes 10 the
Conselidaied Finaneinl Stalements and Supplementary Schedules are (he responsibility of the
Compaty’s reanagement. These schedules are prescnted far 1he purpose of zomplying #:th Securities
Ruegoletien Cade Rule 68, As Amended (201 1) and are not pact of the basic financial smatements.
Thess schedules has been sebjecied to the suditing arovederes applied in the aud:t of the basic
finanaial slalemenls and, in auk apinion, dirly states, in 2Ll matenisd respeats, the information required
Lo e, 521 Torth rherein in relatinn te the basic Bzencial siatezents taken ps a whals.

SYCIP GOREES WELAY O & C0,

Jose Pepita B Zabar IT

Partaer

CEA Cerlificate Ma, £3501

SEC Accoreditation Mo, 0338-AF-3 (Grous Al
May 1, 2012, vahd wntil Apral 30, 2014

Tax Identification Mo, 102-100-830

OIE Acocroedtation e, 0E-0019FE-00-201 3,
Falwwary 27, 2013, valid until February 26, 2018

¥ 1R Mo, 741544, Tanuary £, 201 %, Makati Ciry

Obopir &, 2015
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SCHEDDLE I
PR (BTF ORION FHILIFFINES, INC, AND SURSIRATIES
SCHENULE OF EFFECTIVE STANDARDE AND
INTERPRETATIONS UNDER THE PFRS
PURSCANT TO SRC RULE &8, A% AMENDED
JUNE 3, 2015

List of Philippiné Finansial Reporthng Standards (PFRSs) [which cansist of FERSs, hilipplne
Avcionnling Standards (Pass) 10d Philippine Interpretalions] efioctive a9 at June 340, 2015
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PrimeOrion Philippines, Inc.

=

STATEMENT OF MANAGEMENT'S RESPONSIRILITY
FOR FINANCIAL STATEMENTS

The management of PRIME ORION PHILIPPINES, INC. 5 responsible for the preparation and fair
presenation of the consolidated finnncial satements for the fscal vears ended June 30, 2006 and 2015,
including the additional components altached thercin, in accordance with Philippine Financial Reporting
Standards, This responsibility includes degigning and implemenitng, miernal conirels relevanl to the
preparetion and fie presentntion of fencal sttements thet are free from meterial misstatement, whether due
o finud or error, selecting and opplying appropriate accounting policies, and making sccounting estirmates thal
are reasonnble in the clreumsiances.

The Board of Directors reviews and approves the consolidated lnancia] stitements and submits the seme to the
stockbrlders of the Company.

SvCip Gorres Velayo & Co, the independent aoditors appointed by the Board of Dincetors and Stockbolders,
haxs expmined the consoliduted financial statements of the Company and its subsicharies in nocordance with
Philippine Standards of Auditing and in its report o the stockholders, bas expressed i opinion on the Raimess
of presentation upon completion of such examination.

}N‘!d urigler onth by the following
A —

Ft-l-ﬂ"'E LF YaP J MANUEL H. JALANDONI
" Wice=Chairmin President
RHODORA f%& B, REVILLA
LCheef Frmnoe Officer
Signed this Sth day of October 2016,
Republic of the Philippines) g
Makati City 155, 0CcT 2 8 201k

SUBSCRIBED AND SWORM to before me this dny of Cetober 201 6, at Makari City, affianes
exhibited bo me their passpons as competent evideace of their identities, as follows:

Mame Competent Evidence of Tdentiiy Dt Place isswed

Felipz L. Yap Ppt Mo, BECA351281] 01-22-2016 /! Manils
lose Emminue]l H. Jalandoni Ppt No, EBG926167 12-11-2012 Manila
Rhodora Eswella B, Revilla Ppt Mo, EBS658544 07-13-2013 / Munila

WITHESS MY HAND AMD SEAL on the date and at the place first above written,

o

Poge No.__ 2.7 D. ADASA
Book Mo, 7 LB
Series of 2016, = B
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20/F NG Towar, 8801 Ayala Avers, Mokt Gy, Phimnes E190. 1V-0025657 04/22/2016
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S w SyCip Gorres Velayo & Co.  Tel: (632) 891 0307 BOA/PRC Reg. No. 0001,

6760 Ayala Avenue Fax: (632) 819 0872 December 14, 2015, valid until December 31, 2018
1226 Makati City ey.com/ph SEC Accreditation No. 0012-FR-4 (Group A),
Philippines November 10, 2015, valid until November 9, 2018

INDEPENDENT AUDITORS REPORT

The Stockholders and the Board of Directors
Prime Orion Philippines, Inc.

Report on the Financial Statements

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

June 30, 2016 and 2015, and the consolidated statements of income, statements of comprehensive
income, statements of changes in equity and statements of cash flows for each of the three yearsin the
period ended June 30, 2016 and a summary of significant accounting policies and other explanatory
information.

Management’ s Responsihility for the Financial Statements

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

Auditors' Responsibility

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

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

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

A member firm of Ernst & Young Global Limited



SGV

Opinion

In our opinion, the consolidated financial statements present fairly, in al material respects, the
financial position of Prime Orion Philippines, Inc. and its subsidiaries as at June 30, 2016 and 2015,
and their financial performance and their cash flows for each of the three years in the period ended
June 30, 2016 in accordance with Philippine Financial Reporting Standards.

SYCIP GORRES VELAYO & CO.

9 fec /5? /feﬂrm
honabee B. Sefieres

Partner

CPA Certificate No. 97133

SEC Accreditation No. 1196-AR-1 (Group A),
June 30, 2015, valid until June 29, 2018

Tax ldentification No. 201-959-816

BIR Accreditation No. 08-001998-98-2015,
January 5, 2015, valid until January 4, 2018

PTR No. 5321694, January 4, 2016, Makati City

October 6, 2016

A member firm of Ernst & Young Global Limited



PRIME ORION PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Amountsin Thousands, Except Par Value and Number of Shares)

June 30
2016 2015
ASSETS
Current Assets
Cash and cash equivalents (Notes 4 and 30) B1,306,384 £151,763
Receivables (Notes 5 and 30) 1,919,932 496,125
Inventories (Note 6) 8,836 12,006
Real estate held for sale and development (Note 7) 264,464 430,103
Available-for-sale financial assets (Notes 8, 19 and 30) 1,397,514 1,507,408
Financial assets at fair value through profit or loss (Notes 9 and 30) 12,703 27,992
Other current assets (Note 10) 240,815 244,729
Total Current Assets 5,151,148 2,870,126
Noncurrent Assets
Investment in an associate (Note 11) 1,942 2,571
Investment properties (Note 12) 1,163,169 1,329,022
Property and equipment (Note 13) 19,507 46,328
Software costs (Note 14) 6,216 8,800
Other noncurrent assets (Note 15) 95,422 204,226
Total Noncurrent Assets 1,286,256 1,590,947
TOTAL ASSETS P6,437,404 P4,461,073
LIABILITIESAND EQUITY
Current Liabilities
Accounts payable and accrued expenses (Notes 16 and 30) B895,144 £667,262
Current portion of rental and other deposits (Note 17) 141,362 148,230
Deposit for future stock subscriptions (Note 1) 1,406,250 -
Total Current Liabilities 2,442,756 815,492
Noncurrent Liabilities
Rental and other deposits - net of current portion (Note 17) 88,425 85,331
Net retirement benefits liability (Note 23) 75,704 96,975
Deferred rent income (Note 27) 536 792
Deferred income tax liabilities - net (Note 24) 220,974 234,565
Subscriptions payable (Note 19) 481,675 481,675
Total Noncurrent Liabilities 867,314 899,338
Total Liabilities 3,310,070 B1,714,830

(Forward)



June 30
2016 2015

Equity Attributable to Equity Holders of the

Par ent
Capital stock - 81 par value (Note 1)

Authorized - 2,400,000,000 shares

Issued and subscribed - 2,378,638,123 shares (net of

subscriptions receivable of 248,062 and £297,237 asat
June 30, 2016 and 2015, respectively) (Note 1) B2,130,576 E2,069,912
Additional paid-in capital 829,904 829,904
Equity reserves (Notes 3 and 29) 27,469 -
Treasury shares (21,916) (21,916)
Revaluation increment (Notes 12 and 13) 237,011 244,622
Unrealized valuation gains on AFS financial assets (Note 8) 276,226 2,066
Loss on remeasurement of retirement benefits liability (Note 23) (66,639) (72,481)
Deficit (340,166) (378,204)
3,072,465 2,673,903

Non-Controlling I nterests 54,869 72,340
Total Equity 3,127,334 2,746,243
TOTAL LIABILITIESAND EQUITY P6,437,404 P4,461,073

See accompanying Notes to Consolidated Financial Statements.



PRIME ORION PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTSOF INCOME
(Amountsin Thousands, Except Ear nings Per Share)

Years Ended June 30

2016 2015 2014
REVENUE AND INCOME
Rental and other charges (Note 12) B467,927 B414,475 B402,520
Real estate sales (Note 7) 274,082 - -
Insurance premiums and commissions - net 237,243 236,452 222,126
Service fees 17,927 8,070 6,972
Gain on sale of AFS financial assets (Note 8) 17,240 8,846 159,189
Interest income on AFS financial assets (Note 8) 15,411 11,753 7,803
Merchandise sales 4,768 8,611 22,070
Dividend income (Notes 8 and 9) 2,495 4,228 4,032
1,037,093 692,435 824,712
COSTSAND EXPENSES
Cost of goods sold and services (Note 20) 430,237 226,309 242,802
Cost of real estate sold (Notes 7 and 20) 186,607 - -
Operating expenses (Note 20) 556,944 357,414 386,673
Commission and other underwriting expenses 197,052 173,252 186,534
1,370,840 756,975 816,009
OTHER INCOME (CHARGES)
Impairment losses on AFS financial assets (Note 8) (3,115) (241,187) (2,600)
Gain on sale of investment property (Note 12) 578,965 - -
Gain on sale of property and equipment (Note 13) 5,972 15,346 196
Reversal of impairment |osses on receivables (Note 5) - 8,009 -
Interest income (expense) and bank charges - net (Note 22) 10,359 1,825 (1,866)
Reversal of inventory losses (Note 6) 4,223 1,242 4,360
Unrealized gain (loss) on financial assets at FVPL (Note 9) (425) 280 -
Rehabilitation expenses (Note 1) - (609) (13,495)
Equity in net income (loss) of an associate (Note 11) (19 7 (249)
Recovery from insurance (Note 1) - - 269,282
L oss on write off on investment properties (Note 12) - - (288)
Net unrealized foreign exchange gain 93 - -
Provision for probable | osses and impairment losses (Note 28) (262,424) - -
Others - net 20,188 28,956 23,585
353,817 (186,132) 279,150
INCOME (LOSS) BEFORE INCOME TAX 20,070 (250,672) 287,853
PROVISION FOR INCOME TAX - Net (Note 24) 7,114 11,564 81,950
NET INCOME (LOSS) 12,956 (B262,236) B£205,903
ATTRIBUTABLE TO:
Equity holders of the Parent 230,427 (B262,453) B210,618
Non-controlling interests (17,471) 217 (4,715)
£12,956 (B262,236) £205,903

EARNINGS (LOSS) PER SHARE (Note 25)
Basic and diluted, for income for the year attributable to
ordinary equity holders of the Parent £0.01 (P0.112) £0.09




PRIME ORION PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Amountsin Thousands)

Years Ended June 30

2016 2015 2014
NET INCOME (LOSS) P12,956 (B262,236) B205,903
OTHER COMPREHENSIVE INCOME
Other comprehensive income to be reclassified to
profit or loss in subsequent periods:
Unrealized valuation gains on AFS financial
assets (Note 8) 277,649 251 245,666
Other comprehensive income (loss) not to be
reclassified to profit or lossin subsequent
periods:
Gain (loss) on remeasurement on retirement
benefits liability - net of tax (Note 23) 5,842 (5,745) (8,592)
Effect of shortened corporatelife of a
subsidiary — - 5,026
283,491 (5,494) 242,100
TOTAL COMPREHENSIVE INCOME (L OSS) P296,447 (B267,730) P448,003
ATTRIBUTABLE TO:
Equity holders of the Parent B313,918 (B275,665) B454,024
Non-controlling interests (17,471) 7,935 (6,021)

B296,447 (B267,730) £448,003

See accompanying Notes to Consolidated Financial Statements.



PRIME ORION PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGESIN EQUITY

(Amountsin Thousands)

Unrealized Losses on Equity
Revaluation  Valuation Gains Remeasurement attributable to
Additional Increment (Losses) on  of Retirement Equity Holders
Paid-in Treasury Equity  (Notes12 and AFS Financial Benefits Plan of PrimeOrion  Non-Controlling
Capital Stock Capital Shares Reserves 13)  Assets(Note 8) (Note 23) Deficit  Philippines, Inc. Interests Total
Balances at June 30, 2013 B2,066,357 £829,904 B- B- B259,844 (P4,859) (P75,328) (P343,172) B2,732,746 B75,592 £2,808,338
Net income - - - - - - - 210,618 210,618 (4,715) 205,903
Other comprehensive income (l0ss)
Unrealized valuation gain (loss)on
AFS financial assets - - - - - 247,849 - - 247,849 (2,183) 245,666
Actuarial loss recognized in OCI - - - - - - 8,592 - 8,592 - 8,592
Total comprehensive income - - - - - 247,849 8,592 210,618 467,059 (6,898) 460,161
Transfer of realized valuation increment - - - - (7,611) - - 7,611 - - -
Unrealized gain transferred from equity
to consolidated statement of income - - - - - (159,189) - - (159,189) - (159,189)
Effect of shortened corporatelife of a
subsidiary - - - - - - - 1,581 1,581 3,445 5,026
Balances at June 30, 2014 2,066,357 829,904 - 252,233 83,801 (66,736) (123,362) 3,042,197 72,139 3,114,336
Net income - - - - - - - (262,453) (262,453) 217 (262,236)
Other comprehensive income (10ss)
Unrealized valuation gain (loss)on
AFS financial assets - - - - - 267 - - 267 (16) 251
Actuarial loss recognized in OCI - - - - - - (5,745) - (5,745) - (5,745)
Total comprehensive income - - - - - 267 (5,745) (262,453) (267,931) 201 (267,730)
Transfer of realized valuation increment - - - - (7,611) - - 7,611 - - -
Treasury shares - - (21,916) - - - - - (21,916) - (21,916)
Unrealized gain transferred from equity
to consolidated statement of income - - - - - (82,002) - - (82,002) - (82,002)
Collection of subscription receivable 3,555 - - - - - - - 3,555 - 3,555
Balances at June 30, 2015 B2,069,912 £829,904 (P21,916) B- B244,622 B2,066 (P72,481) (P378,204) B2,673,903 B72,340 B2,746,243

(Forward)



Unrealized Losses on Equity
Revaluation  Valuation Gains Remeasurement attributable to
Additional Increment (Losses) on of Retirement Equity Holders
Paid-in Treasury Equity  (Notes12 and AFS Financial Benefits Plan of PrimeOrion  Non-Controlling
Capital Stock Capital Shares Reserves 13)  Assets(Note 8) (Note 23) Deficit  Philippines, Inc. Interests Total
Balances at June 30, 2015 B2,069,912 £829,904 (P21,916) B- B244,622 B2,066 (P72,481) (P378,204) B2,673,903 B72,340 B2,746,243
Net income - - - - - - - 30,427 30,427 (17,471) 12,956
Other comprehensive income (l0ss)
Unrealized valuation gain
on AFS financial assets - - - - - 277,649 - - 277,649 - 277,649
Actuarial gain recognized in OCI - - - - - - 5,842 - 5,842 - 5,842
Total comprehensive income - - - - - 277,649 5,842 30,427 313,918 (17,471) 296,447
Collection of subscription receivable 60,664 - - - - - - - 60,664 - 60,664
Equity reserves (Notes 3 and 29) - - - 27,469 - - - - 27,469 - 27,469
Transfer of realized valuation increment - - - - (7,611) - - 7,611 - - -
Unrealized gain transferred from equity
to consolidated statement of income - - - - - (3,489) - - (3,489) - (3,489)
Balances at June 30, 2016 $2,130,576 829,904 (P21,916) B27,469 B237,011 B276,226 (P66,639) (P340,166) B3,072,465 P54,869 B3,127,334

See accompanying Notes to Consolidated Financial Satements.



PRIME ORION PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amountsin Thousands)

Years Ended June 30

2016 2015 2014
CASH FLOWSFROM OPERATING ACTIVITIES
Income (loss) before income tax 820,070 (B250,672) B287,853
Adjustmentsfor:
Depreciation and amortization (Notes 12, 13,
14 and 20) 79,733 79,748 77,167
Provision for impairment losses on:
AFS financial assets (Note 8) 3,115 241,187 2,600
Investment in an associate (Note 11) 610 - -
Noncurrent assets 12,870 - -
Retirement benefits expense (Note 23) 16,018 22,773 25,339
Interest income (29,765) (16,599) (13,623)
Gain on sale of:
Investment property (Note 12) (578,965) - -
Property and equipment (Note 13) (5,972) (15,346) (196)
AFS financial assets (Note 8) (17,240) (8,846) (159,189)
Dividend income (Notes 8 and 9) (2,495) (4,228) (4,032
Interest expense and bank charges (Note 22) 331 523 1,569
Gain on valuation of fair value of FVPL - (130) -
Equity in net loss (income) of associates (Note 11) 19 (7) 24
Recovery from insurance (Note 1) - - (269,282)
Loss on write-off of investment property (Note 12) - - 288
Unrealized foreign exchange losses (gains) - net (93) - 4
Provision for probable |osses (Note 28) 231,144 - -
Share-based expense (Note 29) 27,469 — —
Operating income (loss) before working capital changes (241,698) 48,403 (51,478)
Decrease (increase) in:
Receivables (1,423,764) 105,428 538,590
Inventories 2,842 6,468 11,972
Real estate held for sale and development 165,640 (596) (149,328)
Amounts owed by related parties - 13 -
Other current assets (4,656) (12,614) (32,414)
Increase (decrease) in:
Accounts payable and accrued expenses (17,014) (6,510) (381,846)
Rental and other deposits (3,774) 18,818 15,584
Net cash flows generated from (used in) operations (1,522,424) 159,410 (48,920)
Interest received 29,765 18,196 14,466
Income tax paid - (29,712) (11,589)
Interest paid (331) (523) (1,569)
Net cash flows from (used in) operating activities (B1,492,990) B157,371 (B47,612)

(Forward)



Years Ended June 30

2016 2015 2014

CASH FLOWSFROM INVESTING ACTIVITIES
Contributions paid for retirement plan (B29,997) (B30,727) (B55,881)
Proceeds from sal e of

Investment properties 703,148 - -

AFS financial assets (Note 8) 21,360 94,593 222,945

Property, plant and equipment 19,305 15,346 230
Disposal (acquisitions) of:

AFS financial assets (Note 8) 379,485 (271,179) (383,204)

Investment properties (Note 12) (22,435) (34,197) (25,477)

FVPL investments 5,298 (27,712) -

Property, plant and equipment (Note 13) (4,068) (7,367) (6,152)

Software cost (Note 14) (1,568) (3,805) (4,183)
Decrease (increase) in:

Other noncurrent assets 108,217 (98,019) 8,363

Amounts owed by related parties (43) - 3

HTM investments - - 2,000

Deferred rent income - 74 423
Dividends received (Note 8) 2,495 4,228 4,032
Net cash flows from (used in) investing activities 1,181,197 (358,765) (226,901)
CASH FLOWS FROM FINANCING ACTIVITIES
Acquisition of treasury shares - (21,916) -
Receipt of deposit for future stock subscriptions

(Note 1) 1,406,250 - -
Callection of subscription receivables 60,664 3,555 -
Decrease in minority interest - (16) 2,843
Decrease in amounts owed to related parties (Note 18) — - (2,673)
Net cash flows from (used in) financing activities 1,466,914 (18,377) 170
NET INCREASE (DECREASE) IN CASH AND CASH

EQUIVALENTS 1,155,121 (219,771) (274,343)
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR 151,763 371,534 645,877
CASH AND CASH EQUIVALENTS

AT END OF YEAR (Note 4) £1,306,884 B151,763 B371,534

See accompanying Notes to Consolidated Financial Statements.



PRIME ORION PHILIPPINES, INC. AND SUBSIDIARIES

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information and Status of Oper ations

Corporate Information

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

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

Status of Operations

On December 23, 2011, Lepanto Ceramics, Inc. (LCI), awholly-owned subsidiary, filed a Petition
for Rehabilitation (PR) to arrest LCI’ s continuing financial losses for the past several years and to
enable it to eventually meet its financial obligationsto its creditors. After a series of court-approved
amendments to the rehabilitation plan, on January 11, 2013, the rehabilitation receiver issued a
Notice to Creditors that the pay-out of claims would commence on January 21, 2013.

On May 29, 2014, LCI filed a Motion for Termination of Rehabilitation Proceedings, stating that
L ClI has substantially accomplished the tasks and conditions of the amended and restated
rehabilitation plan. On August 28, 2014, the court granted L CI’s Motion for Termination of
Rehabilitation Proceedings and declared L ClI’ s successful rehabilitation. The rehabilitation
expenses incurred by LCI amounted to B0.61 million and £13.49 million in 2015 and 2014,
respectively (nil in 2016).

Moreover, with the total lifting of theimport safeguards for ceramic tiles beginning 2010, LCI
suspended its manufacturing operations in 2012 and started renting out its warehouses in July 2014.
In September 2016, the Board of Directors (BOD) of L CI amended LCI’ s Articles of Incorporation
(AOI) by changing its name to L epanto Development Corporation and its primary purpose was
changed to state that it may purchase, acquire, own, lease, sell and convey real properties such as
lands, buildings, factories and warehouses and machineries, equipment and other personal
properties as may be necessary or incidental to the conduct of the corporate business, and to pay in
cash, shares of its capital stock, debentures and other evidences of indebtedness, or other securities,
as may be deemed expedient, for any business or property acquired by the corporation.

In September 2012, certain property and equipment and investment properties of Tutuban
Properties, Inc. (TPI; awholly-owned subsidiary) were damaged by fire. FLT Prime Insurance
Corporation (FPIC), the insurance policy provider and also a wholly-owned subsidiary of POPI,
recognized the incident asafireloss event. The insurance policy was substantially ceded by FPIC
to third party reinsurers. In line with this, TPI recognized recovery from insurance amounting to
£269.28 millionin 2014 (nil in 2016 and 2015). TPI received insurance proceeds from FPIC
amounting to £17.89 million, £204.90 million and £174.71 million in 2016, 2015 and 2014,
respectively.
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On April 1, 2015, TPI signed a Memorandum of Understanding (MOU) with the Department of
Transportation and Communication (DOT C) and Philippine National Railways (PNR) to formalize
the agreement to cooperate in the finalization and implementation of plans to North-South Railway
Project (NSRP) within a period of six (6) months. The NSRP involves construction of the North
Line (Bulacan to Tutuban) and South Line (Tutuban to Albay) with the transfer station located at
Tutuban Center. 1n 2016, discussions on the implementation of the NSRP among DOTC, PNR and
TPl are on-going.

On January 13, 2015, the Insurance Commission (IC) issued Circular No. 2015-02-A which
provided clarification of the provisions of Sections 194, 197, 200 and 289 of the Amended
Insurance Code to ensure the compliance with the minimum capitalization and net worth
requirements by the insurance companies. The Group is committed to infuse the necessary capital
to comply with the IC’s requirements for FPIC for 2015. While management is exploring various
options, FPIC will continueto serveits portfolio of active insurance palicies, the maturities of
which range up to 2018.

On August 14, 2015, POPI entered into an agreement with Ayala Land, Inc. (ALI) whereby ALI
will subscribe to 2,500,000,000 common shares of stock of POPI or 51.36% equity interest in POPI
for atotal consideration of B5.625 hillion, subject to certain terms and conditions. In connection
with the foregoing, on August 13, 2015, the BOD approved the amendment of POPI's AQI,
specifically: (i) Article Sixth - to increase the number of its directors from seven (7) to nine (9); and
(ii) Article Seventh - to increase its authorized capital stock from 82.40 billion (divided into 2.40
billion common shares at 81 par value) to £7.50 billion (divided into 7.50 billion common shares at
1 par value). Theincrease in authorized capital stock was approved by the SEC on July 4, 2016.
On February 24, 2016, the Deed of Subscription was executed. As of June 30, 2016, the amount
received for the subscription amounting to 81,406.25 million was presented as deposit for future
stock subscription in the 2016 statement of financial position.

With the entry of ALI, the Group will be able to benefit from the expertise and resources of ALI
and optimize the development of its property assets, especially the Tutuban Center, a commercial
complex operated by TPI and located in Manila City. The Tutuban Center, which sits on a 20-
hectare property, will be the location of the NSRP Transfer Station which will interconnect with the
LRT 2 West Station.

As part of the rationalization of the Group’s operations, on September 2, 2016, the BOD of Orion
Property Development, Inc. (OPDI), awholly-owned subsidiary, approved the closure of its land
title services division. On the same date, the BOD of Orion Maxis Inc. (OMI) and Orion Solutions,
Inc. (OSl) approved and authorized the dissolution and liquidation of OMI and OSI by shortening
their corporate term up to December 31, 2016. Both OMI and OSI are wholly-owned subsidiaries
of POPI. On September 5, 2016, the BOD of TPI approved the closure of its hotel and café
operations.

The consolidated financial statements of the Group as at June 30, 2016 and 2015 and for years

ended June 30, 2016, 2015 and 2014 were approved and authorized for issue in accordance with the
resolution by the BOD on October 6, 2016.



2. Basis of Preparation, Statement of Compliance, Basis of Consolidation and Summary of
Significant Accounting and Financial Reporting Policies

Basis of Preparation

The consolidated financial statements have been prepared on a historical cost basis, except for the
quoted available-for-sale (AFS) financial assets and financial assets at fair value through profit or
loss (FVPL) that are carried at fair value. The consolidated financial statements are presented in
Philippine peso, which is the Group’s functional and presentation currency. All values are rounded
off to the nearest thousand (P1,000), except when otherwise indicated.

Statement of Compliance
The consolidated financial statements of the Group have been prepared in compliance with
Philippines Financial Reporting Standards (PFRS).

Basis of Consolidation
The consolidated financial statements include the accounts of the Parent Company and its
subsidiaries as at June 30, 2016 and 2015:

Effective Percentage
Subsidiaries Nature of Business of Ownership
2016 2015
Real Egtate, Property Development
and Others:
Orion Land Inc. (OLI1) and Subsidiaries:
OLlI Real Estate and Investment
Holding Company 100% 100%
TPI and Subsidiaries:
TPI (Note 1) Real Estate, Mall Operations 100% 100%
TPI Holdings Corporation
(TPIHC) Investment Holding Company 100% 100%
OPDI and Subsidiaries:
OPDI (Note 1) Real Estate Development 100% 100%
Orion Beverage, Inc. (OBI) * Manufacturing 100% 100%
LCI (Note 1) Manufacturing and Distribution 100% 100%
Luck Hock Venture Holdings, Inc.* Other Business Activities 60% 60%
Financial Servicesand Others:
OE Holdings, Inc. (OEHI) and
Subsidiaries:
OEHI Wholesale and Trading 100% 100%
OMI (Note 1) Marketing and Administrative
Services 100% 100%
ZHI Holdings, Inc. (ZHI) Financial Holding Company 100% 100%
OIHPI Financial Holding Company 100% 100%
FPIC (Note 1) Non-Life Insurance Company  78.77% 70%
OSl (Note 1) Management Information
Technology Consultancy
Services 100% 100%

* |nactive
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All of the companies are incorporated and domiciled in the Philippines.

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

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

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

Changes in Accounting Policies

The accounting policies adopted are consistent with those of the previous financial year, except for
the following new and amended PFRS, Philippine Accounting Standards (PAS), Philippine
Interpretations based on International Financial Reporting Interpretations Committee (IFRIC) and
improvements to PFRS which were adopted as at July 1, 2015.

o PAS 19, Employee Benefits - Defined Benefit Plans: Employee Contributions (Amendments)
PAS 19 requires an entity to consider contributions from employees or third parties when
accounting for defined benefit plans. This amendment became effective for annual periods
beginning on or after January 1, 2015 but has no impact to the Group since it has no defined
benefit plan with contributions from employees and third parties.

Annual Improvements to PFRSs (2010-2012 cycle)

The Annual Improvements to PFRSs (2010-2012 cycle) are effective for annual periods beginning
on or after July 1, 2015 and the Group has applied these amendments for thefirst timein these
consolidated financial statements. They include:

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

o A performance condition must contain a service condition.

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

o A performance target may relate to the operations or activities of an entity, or to those of
another entity in the same group.

o A performance condition may be a market or non-market condition.

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

e PFRS 3, Business Comhbinations - Accounting for Contingent Consideration in a Business
Combination
Theamendment is applied prospectively for business combinations for which the acquisition
dateison or after July 1, 2014. It clarifies that a contingent consideration that is not classified
as equity is subsequently measured at FVPL whether or not it falls within the scope of
PAS 39. The Group shall consider this amendment for future business combinations.
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PFRS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of the
Total of the Reportable Segments Assets to the Entity’ s Assets
The amendments are applied retrospectively and clarify that:

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

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

PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Revaluation Method
- Proportionate Restatement of Accumulated Depreciation and Amortization

The amendment is applied retrospectively and clarifies in PAS 16 and PAS 38 that the asset
may be revalued by reference to the observable data on either the gross or the net carrying
amount. In addition, the accumulated depreciation or amortization is the difference between
the gross and carrying amounts of the asset.

PAS 24, Related Party Disclosures - Key Management Personnel

The amendment is applied retrospectively and clarifies that a management entity, which is an
entity that provides key management personnel services, isarelated party subject to the
related party disclosures. In addition, an entity that uses a management entity is required to
disclose the expenses incurred for management services.

Annual Improvements to PFRSs (2011-2013 cycle)
The Annual Improvements to PFRSs (2011-2013 cycle) are effective for annual periods beginning
on or after July 1, 2015 and did not have material effect to the Group. They include:

PFRS 3, Business Comhbinations - Scope Exceptions for Joint Arrangements
The amendment is applied prospectively and clarifies the following regarding the scope
exceptions within PFRS 3:

e Joint arrangements, not just joint ventures, are outside the scope of PFRS 3.
e This scope exception applies only to the accounting in the financial statements of thejoint
arrangement itself.

PFRS 13, Fair Value Measurement - Portfolio Exception

The amendment is applied prospectively and clarifies that the portfolio exception in PFRS 13
can be applied not only to financial assets and financial liabilities, but also to other contracts
within the scope of PAS 39.

PAS 40, Investment Property

The description of ancillary services in PAS 40 differentiates between the investment property
and owner-occupied property (i.e., property, plant and equipment). The amendment is applied
prospectively and clarifies that PFRS 3, and not the description of ancillary servicesin

PAS 40, is used to determine of the transaction is the purchase of an asset or business
combination. The description of ancillary servicesin PAS 40 only differentiates between
investment property and owner-occupied property (i.e., property, plant and equipment).



Future Changes in Accounting Policies

The Group will consider the effects on the Group’ s consolidated financial statements of the
following future changes in accounting policies as these become effective and applicable in the
future

Effective July 1, 2016:

PAS 1, Presentation of Financial Statements - Disclosure Initiative (Amendments)

The amendments are intended to assist entities in applying judgment when meeting the
presentation discl osure requirements in PFRS. The amendments include various clarifications
in the presentation and disclosure of the amounts in the face of and in the notesto the financial
statements.

PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Clarification of
Acceptable Methods of Depreciation and Amortization (Amendments)

The amendments clarify the principlein PAS 16 and PAS 38 that revenue reflects a pattern of
economic benefits that are generated from operating a business (of which the asset is part)
rather than the economic benefits that are consumed through use of the asset. Asaresult, a
revenue-based method cannot be used to depreciate property, plant and equipment and may
only be used in very limited circumstances to amortize intangible assets. These amendments
are not expected to have any effect to the Group given that the Group has not used a revenue-
based method to depreciate its non-current assets.

PAS 16, Property, Plant and Equipment, and PAS 41, Agriculture - Bearer Plants
(Amendments)

The amendments change the accounting requirements for biological assets that meet the
definition of bearer plants. These amendments are not expected to apply to the Group as the
Group does not have any bearer plants.

PAS 27, Separate Financial Satements - Equity Method in Separate Financial Satements
(Amendments)

The amendments will allow entities to use the equity method to account for investments in
subsidiaries, joint ventures and associates in their separate financial statements. Entities
already applying PFRS and decting to change to the equity method in its separate financial
statements will have to apply that change retrospectively. These amendments will not have
any effect on the Group’s consolidated financial statements.

PFRS 10, Consolidated Financial Satements and PAS 28, Investments in Associates and Joint
Ventures — Investment Entities: Applying the Consolidation Exception (Amendments)

These amendments clarify that the exemption in PFRS 10 from presenting consolidated
financial statements appliesto a parent entity that is a subsidiary of an investment entity that
measures all of its subsidiaries at fair value and that only a subsidiary of an investment entity
itself and that provides support services to the investment entity parent is consolidated. The
amendments also allow an investor (that is not an investment entity and has an investment
entity associate or joint venture), when applying the equity method, to retain the fair value
measurement applied by the investment entity associate or joint ventureto itsinterestsin
subsidiaries. These amendments are effective for annual periods beginning on or after
January 1, 2016. These amendments will not have any effect on the Group’s consolidated
financial statements.
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PFRS 11, Joint Arrangements - Accounting for Acquisitions of Interestsin Joint Operations
(Amendments)

The amendments to PFRS 11 require that a joint operator accounting for the acquisition of an
interest in ajoint operation, in which the activity of the joint operation constitutes a business
(as defined by PFRS 3) must apply the relevant PFRS 3 principles for business combinations
accounting. The amendments also clarify that a previously held interest in a joint operationis
not remeasured on the acquisition of an additional interest in the same joint operation while
joint control isretained. I1n addition, a scope exclusion has been added to PFRS 11 to specify
that the amendments do not apply when the parties sharing joint control, including the
reporting entity, are under common control of the same ultimate controlling party.

The amendments apply to both the acquisition of theinitial interest in a joint operation and the
acquisition of any additional interestsin the same joint operation and are prospectively
effective for annual periods beginning on or after January 1, 2016, with early adoption
permitted. These amendments are not expected to have any effect to the Group.

PFRS 14, Regulatory Deferral Accounts

PFRS 14 isan optional standard that allows an entity, whose activities are subject to rate-
regulation, to continue applying most of its existing accounting policiesfor regulatory deferral
account balances upon its first-time adoption of PFRS. This standard is not expected to apply
to the Group.

Annual Improvements to PFRSs (2012-2014 cycle)
The Annual Improvements to PFRSs (2012-2014 cycle) are effective for annual periods beginning
on or after July 1, 2015 and are not expected to have a material effect to the Group. They include:

PFRS 5, Non-current Assets Held for Sale and Discontinued Operations - Changes in
Methods of Disposal

The amendment is applied prospectively and clarifies that changing from a disposal through
saleto adisposal through distribution to owners and vice-versa should not be considered to be
a new plan of disposal, rather it is a continuation of the original plan. Thereis, therefore, no
interruption of the application of the requirementsin PFRS 5. The amendment also clarifies
that changing the disposal method does not change the date of classification.

PFRS 7, Financial Instruments. Disclosures - Servicing Contracts

PFRS 7 requires an entity to provide disclosures for any continuing involvement in a
transferred asset that is derecognized inits entirety. The amendment clarifies that a servicing
contract that includes a fee can constitute continuing involvement in a financial asset. An
entity must assess the nature of the fee and arrangement against the guidancein PFRS 7 in
order to assess whether the disclosures arerequired. The amendment isto be applied such that
the assessment of which servicing contracts constitute continuing involvement will need to be
doneretrospectively. However, comparative disclosures are not required to be provided for
any period beginning before the annual period in which the entity first applies the
amendments.

PFRS 7 - Applicability of the Amendments to PFRS 7 to Condensed Interim Financial
Satements

This amendment is applied retrospectively and clarifies that the disclosures on offsetting of
financial assets and financial liabilities are not required in the condensed interim financial
report unless they provide a significant update to the information reported in the most recent
annual report.
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PAS 19, Employee Benefits - Regional Market 1ssue Regarding Discount Rate

This amendment is applied prospectively and clarifies that market depth of high quality
corporate bonds is assessed based on the currency in which the obligation is denominated,
rather than the country where the obligationis located. When thereis no deep market for high
quality corporate bondsin that currency, government bond rates must be used.

PAS 34, Interim Financial Reporting - Disclosure of Information * Elsewhere in the Interim
Financial Report’

The amendment is applied retrospectively and clarifies that the required interim disclosures
must either bein theinterim financial statements or incorporated by cross-reference between
the interim financial statements and wherever they are included within the greater interim
financial report (e.g., in the management commentary or risk report).

Effective July 1, 2018:

PFRS 9, Financial Instruments

In July 2014, the IASB issued the final version of International Financial Reporting Standard
(IFRS) 9, Financial Instruments. The new standard (renamed as PFRS 9) reflects all phases of
the financial instruments project and replaces PAS 39, Financial Instruments: Recognition and
Measurement, and all previous versions of PFRS 9. The standard introduces new requirements
for classification and measurement, impairment, and hedge accounting. PFRS 9 is effective for
annual periods beginning on or after January 1, 2018, with early application permitted.
Retrospective application is required, but comparative information is not compulsory. Early
application of previous versions of PFRS 9 is permitted if the date of initial application is
before February 1, 2015.”

The adoption of PFRS 9 will have an effect on the classification and measurement of the
Group's financial assets but will have no effect on the classification and measurement of the
Group'sfinancia liabilities. The adoption will also have an effect on the Group’s application
of hedge accounting. The Group is currently assessing the effect of adopting this standard.

IFRS 15, Revenue from Contracts with Customers

IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply to
revenue arising from contracts with customers. Under IFRS 15, revenueis recognized at an
amount that reflects the consideration to which an entity expects to be entitled in exchange for
transferring goods or servicesto a customer. The principlesin IFRS 15 provide a more
structured approach to measuring and recognizing revenue.

The new revenue standard is applicable to al entities and will supersedeall current revenue
recognition requirements under PFRS. Either afull or modified retrospective application is
required for annual periods beginning on or after January 1, 2018 with early adoption
permitted. The Group is currently assessing the effect of IFRS 15 and plans to adopt the new
standard on the required effective date once adopted locally.



Effectivein July 1, 2019

PFRS 16, Leases
PFRS 16, Leases, replaces PAS 17, the current standard for leases, and its related
Interpretations.

Under the new standard, lessees will no longer classify their |eases as either operating or
finance leases in accordance with PAS 17. Rather, lessees will apply the single-asset moddl.
Under this model, lessees will recognize the assets and rdated liabilities for most leasesin
their balance sheets, and subsequently, will depreciate the |ease assets and recognize interest
onthelease liabilities in their profit or loss. Leases with aterm of 12 months or less or for
which the underlying asset is of low value are exempted from these requirements.

The accounting by lessors is substantially unchanged as the new standard carries forward the
principles of lessor accounting under PAS 17. Lessors, however, will be required to disclose
moreinformation in their financial statements, particularly on the risk exposure to residua
value.”

The new standard is effective for annual periods beginning on or after January 1, 2019.
Entities may early adopt PFRS 16 but only if they have also adopted IFRS 15, Revenue from
Contractswith Customers. When adopting IFRS 16, an entity is permitted to use either afull
retrospective or a modified retrospective approach, with options to use certain transition
reliefs.

Effectivity Deferred

PFRS 10, Consolidated Financial Satements and PAS 28, Investment in Associates and Joint
Ventures — Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture

These amendments address an acknowledged inconsistency between the requirements in
PFRS 10 and those in PAS 28 (2011) in dealing with the sale or contribution of assets between
an investor and its associate or joint venture. The amendments require that a full gain or loss
is recognized when a transaction involves a business (whether it is housed in a subsidiary or
not). A partial gain or loss is recognized when a transaction involves assets that do not
congtitute a business, even if these assets are housed in a subsidiary. The FRSC decided to
postpone the original effective date of January 1, 2016 until the IASB has completed its
broader review of the research project on equity accounting that may result in the
simplification of accounting for such transactions and of other aspects of accounting for
associates and joint ventures.

Therevised, amended and additional disclosures or accounting changes provided by the standards
and interpretations will beincluded in thefinancial statementsin the year of adoption, if
applicable.

Summary of Significant Accounting and Financial Reporting Policies

Presentation of Financial Statements

The Group has elected to present two statements, a consolidated statement of income and a
consolidated statement of comprehensive income, rather than a single consolidated statement of
comprehensive income contai ning the two elements.
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Current versus Noncurrent Classification
The Group presents assets and liabilities in its statement of financial position based on a current
and noncurrent classification. An asset is current when it is:
a. Expected to berealized or intended to be sold or consumed in normal operating cycle.
b. Hed primarily for the purpose of trading.
c. Expectedto beredlized within twelve months after the reporting period or
d. Cash or cash equivalent unless restricted from being exchanged or used to settle a
liability for at least twelve months after the reporting period. All other assets are
classified as non-current.

A liability is current when:

It is expected to be settled in normal operating cycle

It isheld primarily for the purpose of trading

It is due to be settled within twelve months after the reporting period, or

Thereis no unconditional right to defer the settlement of the liability for at least twelve
months after the reporting period.

copoTo

The Group classifies all other liabilities as noncurrent.
Deferred tax assets and liabilities are classified as noncurrent assets and liabilities.

Financial Instruments - Initial Recognition

Financial instruments within the scope of PAS 39 are classified as financial assets and liabilities at
FVPL, loans and receivables, held-to-maturity (HTM) investments, AFS financial assets, financial
liabilities or as derivatives designated as hedging instruments in an effective hedge, as appropriate.
The Group determines the classification of its financial instruments at initial recognition.

All financia instruments are recognized initially at fair value plus transaction costs, except in the
case of financial instruments recorded at FVPL.

As at June 30, 2016 and 2015, the Group’s financial assets arein the nature of loans and
receivables, financial assets at FVPL and AFS financial assets. The Group has no financial assets
classified as HTM investments as at June 30, 2016 and 2015.

Purchases or sales of financial instruments that require deivery of assets within atime frame
established by regulation or convention in the marketplace (regular way trades) are recognized on
the trade date (i.e., the date that the Group commits to purchase or sell the asset).

Financial liabilities within the scope of PAS 39 are classified as financial liabilities at FVPL, as
derivatives designated as hedging instruments in an effective hedge, or as other financial
liahilities. The Group determines the classification of its financial liabilities at initial recognition.

All financial liabilities are recognized initially at fair value and in the case of other financial
liabilities, plus directly attributable transaction costs.

As at June 30, 2016 and 2015, the Group’s financial liabilities are in the nature of other financial

liahilities. Asat June 30, 2016 and 2015, the Group has no financial liabilities classified as at
FVPL and derivatives designated as hedging instruments in an effective hedge.
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Financial Instruments - Subsequent M easurement
The subsequent measurement of financial instruments depends on their classification as follows:

Loans and Receivables

L oans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. After initial measurement, such financial assets are
subsequently measured at amortized cost using the effective interest rate (EIR) method, less
impairment. Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the EIR. The EIR amortization is included
in interest income in the consolidated statement of income. Gains and |osses are recognized in the
consolidated statement of income when the loans and receivables are impaired or derecognized.

L oans and receivables are included in current assets if maturity is within twelve (12) months from
the end of the reporting period. Otherwise, these are classified as noncurrent assets.

The Group's loans and receivables include cash and cash equivalents, receivables and refundable
deposits (included under “ Other noncurrent assets’; see Notes 4, 5, 15 and 18).

AFSFinancial Assets

AFS financial assets include equity and debt securities. AFS financial assets consist of investment
in equity securities which are neither classified as held for trading nor designated at FVPL. Debt
securities in this category are those that are intended to be held for an indefinite period of time and
that may be sold in response to needs for liquidity or in response to changes in the market
conditions.

Financial assets may be designated at initial recognition as AFS financial assetsif they are
purchased and held indefinitely, and may be sold in response to liquidity requirements or changes
in market conditions.

AFSfinancial assets are included in current assetsif it is expected to be realized or disposed of
within twelve (12) months from the end of the reporting period. Otherwise, these are classified as
noncurrent assets.

After initial recognition, AFS financial assets are subsequently measured at fair value with
unrealized gains and losses recognized under OCI in the “Unrealized valuation gains (losses) on
AFS financial assets’ in the consolidated statement of changes in equity until the investment is
derecognized, at which time the cumulative gain or loss is recognized in the consolidated
statement of income, or theinvestment is determined to beimpaired, when the cumulative loss is
reclassified from equity to the consolidated statement of income as finance costs. Where the
Group holds more than one investment in the same security, these are deemed to be disposed of on
afirst-in, first-out basis. Interest earned on holding AFS financial assets arereported as interest
income using the EIR. Dividends earned on holding AFS financial assets are recognized in the
consolidated statement of income when the right of payment has been established. The losses
arising from impairment of such investments are recognized in the consolidated statement of
income.

The Group's listed and nonlisted equity securities and quoted and unquoted debt securities are
classified under this category (see Note 8).

Financial Assets at FVPL

Financial assets at FVPL include financial assets held for trading and financial assets designated
upon initial recognition at FVPL. Financial assets are classified as held for trading if they are
acquired for the purpose of selling or repurchasing in the near term. This category includes
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derivative financial instruments entered into by the Group that are not designated as hedging
instruments in hedge relationships as defined by PAS 39. Derivatives, including separated
embedded derivatives are also classified as held for trading unless they are designated as effective
hedging instruments. Financial assets at FVPL are carried in the consolidated statement of
financial position at fair value with changes in fair value recognized in the consolidated statement
of income.

The Group evaluated its financial assets at FVVPL (held for trading) whether the intent to sell them
in the near termis till appropriate. When the Group is unable to trade these financial assets due
to inactive markets and management’ s intent to sell them in the foreseeable future significantly
changes, the Group may eect to reclassify these financial assetsin rare circumstances. The
reclassification to loans and receivables, AFS financial assets or HTM investments depends on the
nature of the asset. This evaluation does not affect any financial assets designated at FVPL using
the fair value option at designation.

The Group's investment in redeemable preference shares are classified under this category (see
Note 9).

Other Financial Liabilities

After initial recognition, interest-bearing other financial liabilities are subsequently measured at
amortized cost using the EIR method. Amortized cost is calculated by taking into account any
issue costs, and any discount or premium on acquisition and fees or costs that are an integral part
of the EIR. Gains and losses are recognized in the consolidated statement of income when the
liabilities are derecognized as well as through the amortization process.

The Group’s financial liabilities include accounts payable and accrued expenses, rental and other
deposits, subscriptions payable and deposit for future subscriptions (see Notes 1, 16, 17, and 19).

Fair Value Measurement

The Group measures financial instruments, such as financial assets at FVPL, at fair value at each
end of thereporting period. Also, fair values of financial instruments measured are disclosed in
Note 30.

Fair valueis the price that would be received to sell an asset or paid to transfer aliability inan
orderly transaction between market participants at the measurement date. Thefair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either: (i) in the principal market for the asset or liability, or (ii) in the absence
of aprincipal market, the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to the Group. Thefair value of
an asset or aliability 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.

The Group 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 consolidated financial
statements are categorized within the fair value hierarchy, described as follows, based on the
lowest level input that is significant to the fair value measurement as a whole:

o Levd 1- Quoted (unadjusted) market prices in active markets for identical assets or liabilities
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o Levd 2 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable

o Levd 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 consolidated financial statements on arecurring
basis, the Group 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
measurement as awhole) at each end of the reporting period.

Thefair value of financial instruments that are actively traded in organized financial marketsis
determined by reference to quoted market close prices at the close of business on the end of the
reporting period.

For financial instruments wherethereis no active market, fair valueis determined using valuation
techniques. Such techniques include comparison to similar investments for which market
observable prices exist and discounted cash flow analysis or other valuation models.

For the purpose of fair value disclosures, the Group has determined the 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 hierarchy.

Impairment of Financial Assets

The Group assesses at each end of the reporting period whether thereis any objective evidence
that afinancial asset or a group of financial assetsisimpaired. A financial asset or a group of
financial assetsis deemed to be impaired if, and only if, thereis objective evidence of impairment
asaresult of one or more events that has occurred after the initial recognition of the asset (an
incurred “loss event”) and that loss event has an impact on the estimated future cash flows of the
financial asset or the group of financial assets that can bereliably estimated. Evidence of
impairment may include indications that the debtors or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial reorganization and where observable
data indicate that there is a measurable decrease in the estimated future cash flows, such as
changesin arrears or economic conditions that correlate with defaults.

Financial Assets Carried at Amortized Cost

For financial assets carried at amortized cost, the Group first assesses whether objective evidence
of impairment exists individually for financial assets that areindividually significant, or
collectively for financial assets that are not individualy significant. If the Group determines that
no objective evidence of impairment exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment. Assets that areindividually
assessed for impairment and for which an impairment lass is, or continues to be, recognized are
not included in a collective assessment of impairment.

If thereis objective evidence that an impairment loss has been incurred, the amount of thelossis
measured as the difference between the asset’ s carrying amount and the present value of estimated
future cash flows (excluding future expected credit losses that have not yet been incurred). The
present value of the estimated future cash flows is discounted at the financial assets original EIR.
If aloan has avariable interest rate, the discount rate for measuring any impairment lossis the
current EIR.
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The carrying amount of the asset is reduced through the use of an allowance account and the
amount of theloss is recognized in the consolidated statement of income. Loans and receivables,
together with the associated allowance, are written off when thereis no realistic prospect of future
recovery. Interest income continues to berecognized based in the original EIR. If,ina
subsequent year, the amount of the estimated impairment |oss decreases because of an event
occurring after the impairment was recognized, the previously recognized impairment lossis
reversed to the extent that the carrying value of the asset does not exceed its amortized cost at the
reversal date.

AFSFinancial Assets Carried at Fair Values

For investments in debt securities, the Group assesses at each end of the reporting period whether
thereis objective evidence that an investment is impaired. The losses arising from impairment of
such financial assets are recognized in the consolidated statement of income.

In the case of equity investments classified as AFS financial assets, this would include a
significant or prolonged decline in the fair value of the investments below its cost. Where there is
evidence of impairment, the cumulative loss - measured as the difference between the acquisition
cost and the current fair value, less any impairment loss on that financial asset previously
recognized in the consolidated statement of income - is removed from equity and recognized in the
consolidated statement of income in the “Other charges” account. Impairment losses on equity
investments are not reversed through the consolidated statement of income. Increasesin fair value
after impairment are recognized directly in equity through the consolidated statement of
comprehensive income.

In the case of debt instruments classified as AFS financial assets, impairment is assessed based on
the same criteria as financial assets carried at amortized cost. Future interest income is based on
the reduced carrying amount and is accrued using the rate of interest used to discount future cash
flows for the purpose of measuring impairment loss and is recorded as part of “ Interest and
investment income” account in the consolidated statement of income. If, in subsequent year, the
fair value of a debt instrument increases and the increase can be objectively related to an event
occurring after the impairment |oss was recognized in the consolidated statement of income, the
impairment loss is reversed through the consolidated statement of income.

If thereis objective evidence that an impairment loss on an unquoted equity instrument that is not
carried at fair value becauseits fair value cannot be reliably measured, or on a derivative asset that
is linked to and must be settled by delivery of such an unquoted equity instrument has been
incurred, the amount of the loss is measured as the difference between the asset’ s carrying amount
and the present value of estimated future cash flows discounted at the current market rate of return
for asimilar financial asset.

Derecognition of Financial Instruments

Financial Assets
A financial asset (or, where applicable a part of afinancial asset or part of a group of similar
financial assets) is derecognized when:

e therightsto receive cash flows from the asset have expired;

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



-15-

When the Group has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if and to what extent it has retained all the risks and
rewards of ownership. When it has neither transferred nor retained substantially all of the risks
and rewards of the asset, nor transferred control of the asset, the asset is recognized to the extent of
the Group’s continuing involvement in the asset. In that case, the Group also recognizes an
associated liability. The transferred asset and the associated liability are measured on a basis that
reflects the rights and obligations that the Group has retained. Continuing involvement that takes
the form of a guarantee over thetransferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that the Group could be required to

repay.

Financial Liabilities
A financial liability is derecognized when the obligation under the liability is discharged,
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 derecognition of the original liability and the recognition of a new
liability, and the difference in the respective carrying amounts of a financial liability extinguished
or transferred to another party and the consideration paid, including any non-cash assets
transferred or liabilities assumed is recognized in the consolidated statement of income.

Offsetting of Financial Instruments

Financial assets and financial liabilities are only offset and the net amount reported in the
consolidated statement of financial position when thereis alegally enforceable right to set off the
recognized amounts and the Group intends to either settle, on a net basis, or to realize the asset and
settle theliabilities simultaneously. Thisis not generally the case with master netting agreements,
and the related assets and liabilities are presented at gross amounts in the consolidated statement

of financial position.

Inventories

Inventories are valued at the lower of cost and net realizable value (NRV). The NRV of finished
goodsisthe sdling pricein the ordinary course of business, less estimated costs of completion and
the estimated costs necessary to makethesale NRV of factory supplies and spare parts is the
current replacement cost. In determining NRV, the Group considers any adjustment necessary for
obsol escence.

Real Estate Held for Sale and Devel opment

Real estate held for sale and development is carried at the lower of cost and NRV. NRV isthe
selling pricein the ordinary course of business less the costs of completion, marketing and
distribution. Cost includes acquisition cost of the land plus development and improvement costs.
Borrowing costs incurred on loans obtained to finance the improvements and developments of redl
estate held for sale and development are capitalized while development is in progress.

Other Current Assets
Other current assets consists creditable withhol ding taxes (CWTSs), input value added tax (VAT),
and prepayments.

CWTs

CWTsrepresent taxes withheld by the Group’s customer on sale of goods and services which are
claimed against income tax due. The excess over tax payableis either carried over in the
succeeding period for the same purpose or claimed for refund.
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Input VAT

Input VAT represents VAT imposed on the Group by its suppliers for the purchase of domestic
goods and/or services asrequired by Philippine taxation laws and regulations. This account is
offset against any output VAT previously recognized. Input VAT on capital goods exceeding
B1 million and input VAT from purchases of goods and services which remain unpaid at each
reporting date are recognized as “ Deferred input VAT.” Input VAT is presented as current asset
while deferred input VAT is presented as noncurrent asset.

Prepayments

Prepayments are expenses paid in advance and recorded as asset before they are utilized. Prepaid
expenses are apportioned to expense over the period covered by the payment and charged to the
appropriate expense accounts when incurred.

Investment in an Associate
The Group’s investment in an associate is accounted for using the equity method. An associateis
an entity in which the Group has significant influence.

Under the equity method, the investment in an associate is carried in the consolidated statement of
financial position at cost plus post acquisition changes in the Group’s share of net assets of the
associate.

When there has been a change recognized directly in the equity of the associate, the Group
recognizes its share of any changes and discloses this, when applicable, in the consolidated
statement of changesin equity. Unrealized gains and losses resulting from transactions between
the Group and the associate are diminated to the extent of the interest in the associate.

The Group’s share of profit of an associate is shown on the face of the consolidated statement of
income. Thisisthe profit attributable to equity holders of the associate and, therefore, is profit
after tax and non-controlling interests in the subsidiaries of the associate.

Thefinancial statements of the associate are prepared for the same reporting period as the Group.
When necessary, adjustments are made to bring the accounting policiesin line with those of the
Group.

After application of the equity method, the Group determines whether it is necessary to recognize
an additional impairment loss on its investment in an associate. The Group determines at each
reporting date whether there is any objective evidence that the investment in an associate is
impaired. If thisisthe case, the Group calculates the amount of impairment as the difference
between the recoverable amount of the associates and its carrying value and recognizes the amount
in the " Equity in net income (loss) of an associate” in the consolidated statement of income.

Upon loss of significant influence over the associate, the Group measures and recognizes any
retaining investment at its fair value. Any difference between the carrying amount of the associate
upon loss of significant influence and the fair value of the retained investment and proceeds from
disposal isrecognized in profit or loss.

Investment in an associate pertains to the 20% percentage of ownership in investment in BIB
Aurora Insurance Brokers, Inc. (BAIBI).

Investment Properties

The Group’ sinvestment properties include properties utilized in its mall operations, condominium
unit, commercial building, plant facilities and certain land and land improvements which are held
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for rentals while therest of the land is held for capital appreciation.

Investment properties utilized in its mall operations are stated at their revalued amount as deemed
cost as allowed under PFRS less accumulated depreciation and amortization and any accumul ated
impairment losses. Condominium unit and commercial building are stated at cost less
accumulated depreciation and any accumulated impairment losses. Land is stated at cost |ess any
impairment in value.

Theinitial cost of investment properties include the cost of replacing part of an existing
investment property at the timethat cost isincurred if the recognition criteria are met; and
excludes the costs of day-to-day servicing of an investment property. Leasehold improvements
under investment properties (including buildings and structures) on the leased land are carried at
cost less accumulated amortization and any impairment in value.

The estimated useful lives of investment properties follow:
Useful lifein years

Land improvements 30
Buildings and improvements 30

Investment properties are derecognized when they have been disposed of or when the investment
property is permanently withdrawn from use and no future economic benefit is expected from its
disposal. The difference between the net disposal proceeds and the carrying amount of the asset is
recognized in the consolidated statement of income in the period of derecognition.

Transfers are made to or from investment property only when thereis a changeinuse. For a
transfer from investment property to owner-occupied property, the deemed cost for subsequent
accounting is thefair value at the date of changein use. If owner-occupied property becomes an
investment property, the Group accounts for such property in accordance with the policy stated
under property, plant and equipment up to the date of change in use.

L easehold improvements and investment properties are amortized on a straight-line basis over the
estimated useful lives or theterm of the lease, whichever is shorter. Thelease contract on aland
whereinvestment property islocated is for twenty five (25) years, which is also the depreciation
period of theinvestment property. In December 2009, the lease contract on aland where the
Group’s primary investment property is located was renewed (see Note 27). As aresult of the
lease renewal, and the review of the estimated useful life and depreciation period of the said
investment property, management came to a conclusion that there has been a significant change in
the expected pattern of economic benefits from the said property of the Group. Asaresult, the
Group prospectively revised the remaining depreciation period of this property from an average of
twenty five (25) years (which is the shorter of the lease term and the estimated useful life) to thirty
five (35) years effective September 5, 2014. The change has been accounted for asa change in
accounting estimates.

Property and Equipment

Land and Improvements and Buildings and Improvements at Revalued Amount

Land and buildings together with their improvements stated at appraised values were determined
by an independent firm of appraisers. The excess of appraised values over the acquisition costs of
the properties is shown under the * Revaluation increment in property, plant and equipment”
account in the consolidated statement of financial position and in the consolidated statement of
changes in equity. An amount corresponding to the difference between the depreciation based on
the revalued carrying amount of the asset and depreciation based on the original cost is transferred




-18 -

annually from “Revaluation increment on property, plant and equipment” to “ Deficit” account in
the consolidated statement of financial position. In 2015, these properties were reclassified to
investment properties, with the carrying amount as the deemed cost.

Leasehold Improvements, Machinery and Equipment, Transportation Equipment, Furniture,
Fixtures and Equipment, Condominium Units and | mprovements, and Hotel Equipment at
Cost

Property, plant and equipment are carried at cost, less accumulated depreciation, amortization and

any impairment in value. Theinitial cost of property, plant and equipment consists of its purchase

price, including import duties, taxes and any directly attributable costs of bringing the property,
plant and equipment to its working condition and location for its intended use. Expenditures
incurred after the property, plant and equipment have been put into operation, such as repairs and
maintenance and overhaul costs, are normally charged to operations in the year in which the costs
areincurred. In situations whereit can be clearly demonstrated that the expenditures have resulted
in an increase in the future economic benefit expected to be obtained from the use of an item of
property, plant and equipment beyond its originally assessed standard of performance, the
expenditures are capitalized as an additional cost of property, plant and equipment.

Depreciation and amortization are calculated on a straight-line basis over the estimated useful life
of the property, plant and equipment as follows.

Useful lifein years

Buildings 30
Machinery and equipment 5-10
Transportation equipment 5
Furniture, fixtures and equipment 3-5
Condominium units and improvements 25
Hotel equipment 5

L easehold improvements are amortized on a straight-line basis over three (3) to five (5) years or
the term of the lease, whichever is shorter.

An item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or l0ss arising on derecognition
of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the consolidated statement of income in the year the asset is
derecognized.

Theresidual values, useful lives and depreciation and amortization methods are reviewed and
adjusted if appropriate, at each end of the reporting period.

Fully depreciated assets are retained in the accounts until these are no longer in use. When assets
are sold or retired, the cost and the reated accumulated depreciation and amortization and any
impairment in value are diminated from the accounts and any gain or loss resulting from their
disposal isincluded in the consolidated statement of income.

Software Costs

Acquired software licenseis capitalized on the basis of costs incurred to acquire and bring to use
the specific software. Software license is amortized on a straight-line basis over its estimated
useful life of three (3) to four (4) years. Costs associated with the devel opment or maintenance of
computer software programs are recognized as expense when incurred in the consolidated
statement of income.
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Anitem of software license is derecognized upon disposal or when no future economic benefits
are expected to arise from the continued use of the asset. Any gain or loss arising on
derecognition of the asset is included in the consolidated statement of income in the year the items
is derecognized.

The Group's capitalized software costs includes purchase price payments for new software and
other directly related costs necessary to bring the asset to its intended use.

Other Noncurrent Assets

Other noncurrent assets consist of advance rental, deferred acquisition cost, deferred reinsurance
premiums, refundable deposits, deferred input VAT, spare parts and supplies, unclaimed claims
reserve fund and other prepayments that will be consumed after twelve (12) months after each end
of the reporting period.

Deferred Acquisition Costs

Commission and other acquisition costs incurred during the financial reporting period that are
related to securing new insurance contracts and/or renewing existing insurance contracts, but
which relates to subsequent financial periods, are deferred to the extent that they are recoverable
out of future revenue margins. All other acquisition costs are recognized as an expense when
incurred.

Subsequent to initial recognition, these costs are amortized using the twenty-fourth (24™) method
except for marine cargo where the deferred acquisition costs pertain to the commissions for the
last two (2) months of the year. Amortization is charged to the consolidated statement of income.
The unamortized acquisition costs are shown as deferred acquisition cost under * Other noncurrent
assets’.

Impairment of Nonfinancial Assets

Inventories and Real Estate Held for Sale and Devel opment

The Group recognizes provision for inventory losses when the net realizable values of inventory
items become |ower than the costs due to obsolescence or other causes. Obsolescenceis based on
the physical and internal condition of inventory items. Obsolescence is also established when
inventory items are no longer marketable. Obsolete goods, when identified, are written down to
their net realizable values.

Investment in an Associate

The Group assesses at each end of the reporting period whether thereis any indication that the
investment in an associateis impaired. If thisis the case, the Group calculates the amount of
impairment as being the difference between the fair value of the investment and the acquisition
cost and recognizes the amount in the consolidated statement of income.

An assessment is made at each end of the reporting period as to whether thereis 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 investment’s
recoverable amount since the last impairment loss was recognized. If that isthe case, the carrying
amount of the investment is increased to its recoverable amount. That increased amount cannot
exceed the carrying amount that would have been determined had no impairment |oss been
recognized for the asset in prior years. Such reversal is recognized in profit or lossin the
consolidated statement of income.
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Investment Properties, Property and Equipment and Software Costs

The Group assesses at each end of the reporting period whether thereis an indication that
investment properties, property and equipment and software costs may be impaired. 1f any such
indication exists and where the carrying values exceed the estimated recoverable amounts, the
assets or cash-generating units (CGU) are written down to their estimated recoverable amounts.
The estimated recoverable amount of an asset is the greater of fair value less cost to sdll and value
inuse. Thefair valueless cost to sell is the amount obtainable from the sale of an asset in an
arm'’ s-length transaction less the costs of disposal while value in use is the present value of
estimated future cash flows expected to arise from the continuing use of an asset and fromits
disposal at the end of its useful life. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset.

For an asset that does not generate largely independent cash inflows, the estimated recoverable
amount is determined for the CGU to which the asset belongs. Impairment losses of continuing
operations are recognized in the consolidated statement of income in those expense categories
consistent with the function of theimpaired asset.

A previously recognized impairment lossis reversed by a credit to current operations to the extent
that it does not restate the asset to a carrying amount in excess of what would have been
determined (net of any accumulated depreciation and amortization) had no impairment loss been
recognized for the asset in prior years.

Recovery of impairment losses recognized in prior years is recorded when there is an indication
that the impairment losses recognized for the asset no longer exist or have decreased. The
recovery isrecorded in the consolidated statement of income. However, the increased carrying
amount of an asset due to a recovery of an impairment lossis recognized to the extent it does not
exceed the carrying amount that would have been determined had no impairment loss been
recognized for that asset in prior years.

Nonfinancial Other Current and Noncurrent Assets

The Group provides allowance for impairment |osses on nonfinancial other current and noncurrent
assets when they can no longer berealized. The amounts and timing of recorded expenses for any
period would differ if the Group made different judgments or utilized different estimates. An
increase in allowance for impairment losses would increase recorded expenses and decrease other
current and noncurrent assets.

Product Classification

Insurance contracts are defined as those containing significant insurance risk at the inception of
the contract, or those where at the inception of the contract, thereis a scenario with commercial
substance where the level of insurance risk may be significant over time. The significance of
insurance risk is dependent on both the probability of an insured event and the magnitude of its
potential effect. Asageneral guideline, the Group defines significant insurance risk by comparing
benefits paid with benefits payable if the insured event did not occur. Once a contract has been
classified as an insurance contract, it remains an insurance contract for the remainder of its
lifetime, even if the insurance risk reduces significantly during this period, unless al rights and
obligations are extinguished or has expired. Investment contracts can however be reclassified as
insurance contracts after inception if the insurance risk becomes significant.
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Recognition and Measurement

a)

b)

Premium Revenue

Premiums from short-duration insurance contracts are recognized as revenue over the period
of the contracts using the 24th method, except for premiums arising from marine cargo where
the provision for unearned premiums pertains to the premiums for the last two months of the
year. The portion of the premiums written that relates to the unexpired periods of the policies
at financial reporting datesis accounted for as“Reserve for unearned premiums’ and shown as
part of “ Accounts payable and accrued expenses’ in the Liahilities section of the consolidated
statement of financial position. Therelated reinsurance premiums ceded that pertain to the
unexpired periods at financial reporting dates are accounted for as “ Deferred reinsurance
premiums” and shown under “ Other noncurrent assets’ in the consolidated statement of
financial position. The net changes in these accounts between financial reporting dates are
charged to or credited against income for the period.

Insurance Contract Liabilities
Insurance contract liabilities are recognized when contracts are entered into and premiums are
charged.

Provision for Unearned Premiums

The proportion of written premiums, gross of commissions payable to intermediaries,
attributable to subsequent periods is deferred as provision for unearned premiums using the
24" method, except for the marine cargo’s last two months of the year. The change in the
provision for unearned premiums is taken to the consolidated statement of income in the order
that revenue is recognized over the period of risk. Further provisions are madeto cover claims
under unexpired insurance contracts which may exceed the unearned premiums and the
premiums due in respect of these contracts.

Claims Provision and Incurred but not Reported (IBNR) losses

Outstanding claims provision are based on the estimated ultimate cost of all claimsincurred
but not settled at the financial reporting date, whether reported or not, together with related
claims handling costs and reduction for the expected value of salvage and other recoveries.
Delays can be experienced in the naotification and settlement of certain types of claims,
therefore the ultimate cost of which cannot be known with certainty at the reporting date. The
liability is not discounted for the time value of money and includes IBNR losses. No
provision for equalization or catastrophic reserves is recognized. The liability is derecognized
when the contract expires, is discharged or is cancelled.

Liability Adequacy Test

At each financial reporting date, liability adequacy tests are performed to ensure the adequacy
of insurance contract liabilities. In performing thetest, current best estimates of future cash
flows, claims handling and policy administration expenses are used. Any inadequacy is
immediately charged to the consolidated statement of income by establishing an unexpired
risk provision for losses arising from the liability adequacy tests.

Reinsurance Assets

The Group cedes insurance risk in the normal course of business. Reinsurance assets
represent balances due from reinsurance companies for ceded insurance liabilities.
Recoverable amounts are estimated in a manner consistent with the outstanding claims
provisions and are in accordance with the reinsurance contract.

Animpairment review is performed on al reinsurance assets when an indication of
impairment arises during the financial reporting period. Impairment occurs when objective
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evidence exists that the Group may not recover outstanding amounts under the terms of the
contract and when the impact on the amounts that the Group will receive from the reinsurer
can be measured reliably. Theimpairment lossis recorded in the consolidated statement of
income.

Ceded reinsurance arrangements do not relieve the Group from its obligations to
policyholders.

The Group also assumes reinsurance risk in the normal course of business for insurance
contracts when applicable. Premiums and claims on assumed reinsurance are recognized as
income and expense in the same manner asthey would be if the reinsurance were considered
direct business, taking into account the product classification of the reinsured business.

Rental and Other Deposits
Customer rental and other deposits represent payments from tenants on leased properties which
are refundable at the end of the lease contract.

Subscriptions Payable

Subscriptions payable pertains to the Group’s unpaid subscription of shares of stock of other
entities. These arerecognized and carried in the books at the original subscription price in which
shares of stock will be issued upon payment.

Capital Stock
Common shares are classified as equity.

Incremental costs directly attributable to the issuance of new shares are shown in equity asa
deduction, net of tax, from the proceeds. The excess of proceeds from issuance of shares over the
par value of shares are credited to “ Additional paid-in capital”.

Treasury Shares
Treasury shares are own shares (POPI and subsidiaries) acquired by the Group. These are

measured at acquisition cost and presented as deduction against equity. No gain or lossis
recognized in the profit or loss on the purchase, sale, issuance or cancellation of the Company’s
own equity instruments. Any difference between the carrying amount and the consideration, if
reissued, is recognized in additional paid-in capital.

Share-based Payments

The Group has equity-settled, share-based compensation plan with its employees. The Group has
an employee stock ownership plan (ESOWN) which allows the grantees to purchase the Group’s
shares at adiscounted price. The Group recognizes stock compensation expense at the date of
grant. These are accounted for as limited-recourse |oan-type share plans. Dividends paid on the
awards are treated as installment payment against the exercise price of the options. The cost of
equity-settled transactions is determined by the fair value at the date when the grant is made using
an appropriate valuation model. That cost is recognized, together with a corresponding increasein
“Equity Reserves” in equity, in “Personnel Expense’ accournt.

Other Comprehensive Income (L 0ss)

Other comprehensive income (1oss) comprises items of income and expense (including items
previously presented under the consolidated statement of changesin equity) that are not
recognized in the consolidated statement of income for the year in accordance with PFRS.

Revenue and |ncome Recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
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Group and the amount of revenue can be measured reliably. The Group assesses its revenue
arrangements against specific criteriato determineif it is acting as principal or agent. The Group
has concluded that it is acting as principal in all of its revenue arrangements. The specific
recognition criteria described below must also be met before revenue is recogni zed:

Rent and Other Charges

Rental income arising from operating leases on investment properties is accounted for on a
straight-line basis over the lease terms and included in revenue due to its operating nature. Other
charges pertain to rebilled utility charges to tenants in relation to the operating lease on properties.

Insurance Premiums and Commissions - net

Premiums from short-duration insurance contracts are recognized as revenue over the period of the
contracts using the 24th method, except for premiums arising from marine cargo where the
provision for unearned premiums pertains to the premiums for the last two months of the year.
The portion of the premiums written that relates to the unexpired periods of the policies at
financial reporting datesis accounted for as“ Reserve for unearned premiums” and shown as part
of “Insurance contract liahilities” in the consolidated statement of financial position. Therelated
reinsurance premiums ceded that pertain to the unexpired periods at financial reporting dates are
accounted for as* Deferred reinsurance premiums” and shown under “ Reinsurance assets’ in the
consolidated statement of financial positions. The net changes in these accounts between financial
reporting dates are charged to or credited against income for the period.

Reinsurance commissions are recognized as revenue over the period of the contracts using the
24th method, except for marine cargo where the deferred reinsurance commission pertains to the
premiums for the last two months of the year. The portion of the commissions that relates to the
unexpired periods of the policies at the financial reporting dateis accounted for as“ Deferred
reinsurance commissions’ in the Liabilities section of the consolidated statement of financial
position.

Gain on Sale of AFS Financial Assets
Gain on sale of AFS financial assets is recognized when the Group sold its AFS financial assets
higher than its fair market value at thetime of sale.

Merchandise Sales, Real Edtate Sales and Sale of Assets
Revenue from sale of merchandise and assets are recognized when the significant risks and
rewards of ownership of the goods have passed to the buyer, usually on delivery of the goods.

Interest Income

For all financial instruments measured at amortized cost and interest-bearing financial assets
classified as AFS financial assets, interest income or expense is recorded using the EIR, which is
the rate that exactly discounts estimated future cash receipts through the expected life of the
financial instrument or a shorter period, where appropriate, to the net carrying amount of the
financial asset.

Service Fees
Service fees are recognized based on agreed rates upon rendering of the service.

Dividend Income
Dividend income is recognized when the Group’ sright to receive the payment is established.
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Cost and Expenses

Costs and expenses are decreases in economic benefits during the accounting period in the form of
outflows or incurrence of liabilities that result in decrease in equity. Expenses are recognized in
the consolidated statement of income in the period these are incurred. Cost and expenses are
generally recognized when services or goods used or the expense arises in the appropriate
financial reporting period and measured in the amount paid of payable.

Cost of Goods Sold and Services

Cost of sales and services aredirect costsincurred in the normal course of the business, are
recognized when incurred and generally measured in the amount paid or payable. These comprise
cost of goods sold, services, merchandise and handling services.

Operating Expenses

Operating expenses consist of all expenses associated with the development and execution of
marketing and promotional activities and expenses incurred in the direction and general
administration of day-to-day operations of the Group. These are generally recognized when the
serviceisincurred or the expense arises.

Earnings Per Share

Basic earnings per share amounts are calculated by dividing net profit for the year attributable to
ordinary equity holders of the Parent Company by the weighted average number of ordinary shares
outstanding during the year.

Diluted earnings per share amounts are calculated by dividing the net profit attributable to
ordinary equity holders of the Parent Company (after adjusting for interest on the convertible
preference shares) by the weighted average number of ordinary shares outstanding during the year
plus the weighted average number of ordinary shares that would be issued on conversion of all the
dilutive potential ordinary sharesinto ordinary shares.

Income Taxes

Current Income Tax

Current income 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 income tax rates
and income tax laws used to compute the amount are those that are enacted or substantively
enacted as at the end of the reporting period.

Current income tax relating to items recognized directly in equity is recognized in equity and not

in the profit or loss in the consolidated statement of income. Management periodically evaluates
positions taken in the tax returns with respect to situations in which applicable tax regulations are
subject to interpretation and establishes provisions where appropriate.

Deferred Income Tax

Deferred income tax is provided using the liability method on temporary differences between the
tax bases of assets and liabilities and their carrying amounts for financial reporting purposes at the
end of the reporting period.

Deferred income tax liabilities are recognized for all taxable temporary differences, except:
o whenthe deferred income tax liability arises from the initial recognition of goodwill or an

asset or liability in atransaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and
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e inrespect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, when the timing of thereversal of the temporary
differences can be controlled and it is probabl e that the temporary differences will not reverse
in the foreseeable future.

Deferred income tax assets are recognized for all deductible temporary differences, carry forward
benefits of unused net operating loss carryover (NOLCO) and unused tax credits from excess
minimum corporate income tax (MCIT), to the extent that it is probable that sufficient future
taxable profits will be available against which the deductible temporary differences, and the carry
forward of unused NOLCO and MCIT can be utilized, and except if it arises from initial
recognition and those associated with the investments in subsidiaries, associates and joint ventures
as discussed above.

The carrying amount of deferred income tax assetsis reviewed at each end of the reporting period
and reduced to the extent that it is no longer probable that sufficient future taxable profits will be
availableto allow all or part of the deferred income tax asset to be utilized. Unrecognized
deferred income tax assets are reassessed at each end of the reporting period and are recognized to
the extent that it has become probable that sufficient future taxable profits will allow the deferred
income tax asset to be recovered.

Deferred income tax assets and liabilities are measured at the income tax rates that are expected to
apply to the year when the asset is realized or theliability is settled, based on income tax rates
(and income tax laws) that have been enacted or substantively enacted at each end of the reporting
period.

Deferred income tax relating to items recognized outside profit or loss is recognized outside profit
or loss. Deferred income tax items are recognized in correlation to the underlying transaction
either in the consolidated statement of comprehensive income or directly in equity.

Deferred income tax assets and deferred incometax liabilities are offset if, and only if, alegally
enforceable right exists to set off current income tax assets against current income tax liabilities
and the deferred income tax assets and liabilities relate to income taxes levied by the same taxation
authority on either the same taxable entity or different taxable entities which intend to either settle
current tax liabilities and assets on a net basis, or to realize the assets and settle the liabilities
simultaneously, in each future period in which significant amounts of deferred tax assets or
liabilities are expected to be settled or recovered. Subsidiaries operating in the Philippines file
incometax returns on an individual basis. Thus, the deferred tax assets and deferred tax liabilities
are offset on a per entity basis.

Retirement Benefits Costs
The Group has a funded, non-contributory defined benefit retirement plan.

The net defined benefit liability or asset is the aggregate of the present value of the defined benefit
obligation at the end of the reporting period reduced by the fair value of plan assets (if any),
adjusted for any effect of limiting a net defined benefit asset to the asset ceiling. The asset ceiling
is the present value of any economic benefits available in the form of refunds from the plan or
reductions in future contributions to the plan.

The cost of providing benefits under the defined benefit plans is actuarially determined using the

projected unit credit method. This method reflects service rendered by employees to the date of
valuation and incorporates assumptions concerning the employees' projected salaries.
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Defined benefit costs comprise the following:

e Servicecost
o Net interest on the net defined benefit liability or asset
o Remeasurements of net defined benefit liability or asset

Service costs which include current service costs, past service costs and gains or losses on

non-routine settlements are recognized as retirement benefits costs under “ Personnel expenses’ in
the consolidated statement of income. Past service costs are recognized when plan amendment or
curtailment occurs. These amounts are calculated periodically by independent qualified actuaries.

Net interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time which is determined by
applying the discount rate based on government bonds to the net defined benefit liability or asset.
Net interest on the net defined benefit liability or asset is recognized as “ Interest income
(expense)” in the consolidated statement of income.

Remeasurements comprising actuarial gains and losses and any changein the effect of the asset
ceiling (excluding net interest on defined benefit liability) are recognized immediately in OCI in
the period in which they arise. Remeasurements are not reclassified to profit or loss in subsequent
periods.

Plan assets are assets that are held by a long-term employee benefit fund or qualifying insurance
policies. Plan assets are not available to the creditors of the Group, nor can they be paid directly
tothe Group. Fair value of plan assetsis based on market price information. When no market
priceis available, the fair value of plan assetsis estimated by discounting expected future cash
flows using a discount rate that reflects both the risk associated with the plan assets and the
maturity or expected disposal date of those assets (or, if they have no maturity, the expected period
until the settlement of the related obligations). If thefair value of the plan assets is higher than the
present value of the defined benefit abligation, the measurement of the resulting defined benefit
asset is limited to the present value of economic benefits available in the form of refunds from the
plan or reductions in future contributions to the plan.

The Group’ s right to be reimbursed of some or all of the expenditure required to settle a defined
benefit obligation is recognized as a separate asset at fair value when and only when
reimbursement is virtually certain.

Employee Leave Entitlement

Employee entitlements to annual |eave are recognized as a liability when they are accrued to the
employees. The undiscounted liability for leave expected to be settled wholly before twelve (12)
months after the end of the reporting period is recognized for services rendered by employees up
to the end of the reporting period.
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Leases

Determination of Whether an Arrangement Contains a Lease

The determination of whether an arrangement is, or contains a lease is based on the substance of
the arrangement at inception date, whether fulfillment of the arrangement is dependent on the use
of a specific asset or assets or the arrangement conveys aright to use the asset, even if that right is
not explicitly specified in an arrangement. A reassessment is made after the inception of the lease
only if one of the following applies:

a. Thereisachangein contractual terms, other than arenewal or extension of the arrangement;

b. A renewal option is exercised or extension granted, unless the term of the renewal or
extension was initialy included in the lease term;

c. Thereisachangein the determination of whether fulfillment is dependent on a specified asset;
or

d. Thereisasubstantial changeto the asset.

Where areassessment is made, |ease accounting shall commence or cease from the date when the
change in circumstances give rise to the reassessment for scenarios (a), (c) or (d) and at the date of
renewal or extension period for scenario (b).

Operating Lease Commitments - Group as a Lessor

Leases in which the Group does not transfer substantially all the risks and benefits of ownership of
an asset are classified as operating leases. Rent income from operating leases are recognized as
income on a straight-line basis over the lease term or based on the terms of the lease, as applicable.
Initial direct costs incurred in negotiating an operating lease are added to the carrying amount of
the leased asset and recognized over the lease term on the basis asrental income. Contingent rents
are recognized as revenue in the period in which they are earned.

Operating Lease Commitments - Group as a Lessee

L eases where the lessor retains substantially all the risks and benefits of ownership of the asset are
classified as operating leases. L ease payments under non-cancellable operating leases are
recognized as an expense in the consolidated statement of income on a straight-line basis over the
lease term.

Foreign Currency Tranglation

Transactionsin foreign currencies are initially recorded in Philippine peso based on the exchange
rates prevailing at the dates of the transactions. Monetary assets and liabilities denominated in
foreign currencies areretranslated at the functional currency exchange rate at the end of the
reporting period. All differences arising on settlement or translation of monetary items are taken
to the consolidated statement of income. Non-monetary items that are measured in terms of
historical cost inaforeign currency are translated using the exchange rates as at the dates of the
initial transactions.

Claims

Theliabilitiesfor unpaid claim costs (including incurred but not reported losses) and claim
adjustment expenses relating to insurance contracts are accrued when insured events occur. The
liabilities for unpaid claims are based on the estimated ultimate cost of settling the claims. The
method of determining such estimates and establishing reservesis continually reviewed and
updated. Changes in estimates of claim costs resulting from the continuous review process and
differences between estimates and payments for claims are recognized as income or expense for
the period in which the estimates are changed or payments are made. Estimated recoveries on
settled and unsettled claims are evaluated in terms of the estimated realizable values of the
salvaged recoverables and deducted from the liability for unpaid claims. The unpaid claim costs
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are accounted as Claims payable under * Accounts payable and accrued expenses” account in the
consolidated statement of financial position.

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a
result of past event, it is probable that an outflow of resources embodying economic benefits will
berequired to settle the obligation and a reliabl e estimate can be made of the amount of the
obligation.

Restructuring provisions are recognized when the Group has a constructive obligation (the Group
has committed to settle), which is when a detailed formal plan identifies the business or part of the
business concerned, the location and number of employees affected, a detailed estimate of the
associated costs, and an appropriate timeline, and the employees affected have been notified of the
plan’s main features.

When the Group expects some or all of a provision to be reimbursed, for example, under an
insurance contract, the reimbursement is recognized as a separate asset, but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the
consolidated statement of income, net of any reimbursement.

Contingencies
Contingent liabilities are not recognized in the consolidated financial statements. Theseare

disclosed unless the possihility of an outflow of resources embodying economic benefitsis
remote. Contingent assets are not recognized in the consolidated financial statements but are
disclosed in the notes to consolidated financial statements when an inflow of economic benefit is
probable.

Segment Reporting

The Group’s operating businesses are recognized and managed according to the nature of the
products or services offered, with each segment representing a strategic business unit that serves
different markets.

Segment revenue, expenses and performance include transfers between business segments. The
transfers are accounted for at competitive market prices charged to unaffiliated customers for
similar products. Such transfers are eliminated in consolidation.

Events After the End of the Reporting Period

Post year-end events that provide additional information about the Group’s financial position at
the end of the reporting period (adjusting events) are reflected in the consolidated financial
statements. Post year-end events that are not adjusting events are disclosed in the notes to
consolidated financial statements when material.

Significant Accounting Judgments, Estimates and Assumptions

The preparation of the consolidated financial statements in accordance with PFRS requires the
Group to make judgments and estimates that affect the reported amounts of assets, liabilities,
revenues and expenses and disclosure of contingent assets and contingent liabilities, at the end of
the reporting period. Future events may occur which will cause the assumptions used in arriving
at the estimates to change. The effects of any change in judgments and estimates arereflected in
the consolidated financial statements as they become reasonably determinable.
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Judgments, 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. However, actual outcome can differ from these estimates.

Judgments

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

Determining Classification of Investment Properties

The Group classifies its buildings and improvements and land and improvements either as
investment property or owner-occupied property based on its current intentions where it will be
used. When buildings and improvements as well as land and improvements are held for capital
appreciation or when management is still undecided asto its future useg, it is classified as
investment property. Buildings and improvements and land and improvements which are held for
rent are classified as investment properties.

Assessment Whether an Agreement isa Finance or Operating Lease

M anagement assesses at the inception of the lease whether an arrangement is a finance lease or
operating lease based on who bears subgtantially all the risk and benefits incidental to the
ownership of the leased item. Based on the management’ s assessment, the risk and rewards of
owning the items leased by the Group are retained by the lessor and therefore accounts for such
lease as operating lease.

Assessing Operating Lease Commitments - Group as Lessor

The Group has entered into commercial property leases on its investment properties portfolio. The
Group has determined that it retains all the significant risks and rewards of ownership of these
properties which are leased out under operating lease arrangements.

Assessment of Impairment Indicators of Property and Equipment, and Software Costs

The Group assesses impairment of property, plant and equipment, and software costs whenever
events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. Thefactors that the Group considers important which could trigger an impairment
review include the following:

o significant underperformance relative to expected historical or projected future operating
results;

o significant changes in the manner of use of the acquired assets or the strategy for overall
business; and

o significant negative industry or economic trends.

In determining the present value of estimated future cash flows expected to be generated from the
continued use of the assets, the Group is required to make estimates and assumptions that can
materially affect the consolidated financial statements.

These assets are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. Animpairment |oss would be recognized
whenever evidence exists that the carrying value is not recoverable. For purposes of assessing

impairment, assets are grouped at the lowest levels for which there are separately identifiable cash
flows.
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There were no impairment indicators identified on the Group’s property and equipment and
software costs. The carrying values of property and equipment amounted to B19.51 million and
B£46.33 million as at June 30, 2016 and 2015, respectively, net of accumulated depreciation and
amortization amounting to 82.11 billion and B2.21 billion as of the same dates (see Note 13). The
carrying values of software costs amounted to £6.22 million and £8.80 million as of the same
dates, respectively (see Note 14).

Estimates and Assumptions

The key estimates and assumptions concerning the future and other key sources of estimation
uncertainty at the end of the reporting period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year are
discussed below. The Group based its assumptions and estimates on parameters available when
the consolidated financial statements were prepared. EXxisting circumstances and assumptions
about future devel opments, however, may change due to market changes in circumstances arising
beyond the control of the Group. Such changes are reflected in the assumptions when they occur.

Estimating Recovery from Insurance

Management estimates that the recorded amount of the recovery from insuranceis virtually certain
after an exhaustive review of its existing insurance coverage against the casualty loss incurred and
the discussions with and inspections conducted by the insurance company, adjusters, and technical
consultants. 1n 2014, the Group recorded recovery from insurance amounting to

£269.28 million (nil in 2016 and 2015; see Note 1).

Estimating Allowance for Impairment Losses on Receivables

The Group reviews its receivables from third parties and amounts owed by related parties at each
end of the reporting period to assess whether a provision for impairment should be recorded in the
consolidated statement of income. In particular, judgment by management is required in the
estimation of the amount and timing of future cash flows when determining the level of allowance
required. Such estimates are based on assumptions about a number of factors and actual results
may differ, resulting in future changes to the allowance.

For the receivables, the Group evaluates specific accounts where the Group has information that
certain customers or third parties are unable to meet their financial obligations and considers
cumulative assessment for therisk of the collectability of past due accounts. Facts, such as the
Group's length of relationship with the customers or other parties and the customers’ or other
parties current credit status, are considered to ascertain the amount of allowance that will be
provided. The allowances are evaluated and adjusted as additional information is received.

For the amounts owed by related parties, the Group uses judgment, based on the best available
facts and circumstances, including but not limited to, assessment of the related parties’ operating
activities (active or dormant), business viability and overall capacity to pay, in providing
allowance against the recorded receivable amounts.

Provision for impairment |osses on receivables amounted to B36.79 million, 82.46 million and
B0.73 millionin 2016, 2015 and 2014, respectively. Recovery on impairment losses on
receivables amounted to nil, £8.01 million and £1.29 million in 2016, 2015 and 2014,
respectively. The Group wrote-off allowance for impairment |osses on receivables amounting to
£25.89 million, 1.32 million and £6.97 million in 2016, 2015 and 2014, respectively. The
carrying values of the receivables amounted to £1,919.93 million and B496.12 million as at
June 30, 2016 and 2015, respectively, net of allowance for impairment losses amounting to
B312.77 million and B301.89 million, respectively (see Note 5).
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Estimating Allowance for Inventory Losses

Theleve of allowance for inventory lossesis evaluated by management on the basis of factors
that affect the recoverability of theinventory. These factorsinclude, but are not limited to, the
physical condition and location of inventories on hand, the fluctuations of price or cost directly
relating to events occurring after the end of the period to the extent that such events confirm
conditions existing at the end of the period, and the purpose for which the inventory itemis held.

Provision for inventory losses amounted to £1.81 million in 2014 (nil in 2016 and 2015).

Reversal of allowance for impairment on inventory losses amounted to B4.22 million,

£8.97 million and £4.59 in 2016, 2015 and 2014, respectively. The Group wrote-off allowance
for impairment losses on inventories amounting 81.43 million and £13.11 million in 2015 and
2014, respectively (nil in 2016). The carrying values of inventories amounted to £8.84 million
and £12.01 million as at June 30, 2016 and 2015, respectively, net of allowance for inventory
losses amounting to B67.39 million and B71.61 million as at June 30, 2016 and 2015, respectively
(see Note 6).

Estimating Allowance for Impairment Losses on Real Estate Held for Sale and Development

The Group maintains an allowance for impairment losses on real estate held for sale and
development. The leve of this allowance is evaluated by management on the basis of factors that
affect the recoverability of thereal estate held for sale and development. These factors include,
but are not limited to, the physical condition and location of real estate held for sale and

devel opment, the fluctuations of price or cost directly relating to events occurring after the end of
the period to the extent that such events confirm conditions existing at the end of the period, and
the purpose for which the real estate held for sale and development item is held.

Impairment losses on real estate held for sale and devel opment recognized in 2016 amounted to
£16.03 million (nil in 2015 and 2014). The carrying values of real estate held for sale and
devel opment amounted to £264.46 million and £430.10 million as at June 30, 2016 and 2015,
respectively (see Note 7).

Estimating Allowance for Impairment Losses of AFS Financial Assets

The Group treats AFS equity investments as impaired when there has been a significant or
prolonged decline in the fair value below its cost or where other objective evidence of impairment
exists. The determination of what is‘significant’ or *prolonged’ requires judgment. The Group
treats ‘significant’ generally as 20% or more and ‘prolonged’ as greater than six (6) months for
quoted equity securities. For equity instruments, when determining whether the declinein valueis
significant, the Group considers historical volatility of share price (i.e., the higher the historical
volatility, the greater the declinein fair value beforeit islikely to beregarded as significant) and
the period of time over which the share price has been depressed (i.e., a sudden declineis less
significant than a sustained fall of the same magnitude over alonger period). For debt
instruments, impairment is assessed based on the same criteria as financial assets carried at
amortized cost. However, the amount recorded for impairment is the cumulative |oss measured as
the difference between the amortized cost and the current fair value, less any impairment loss on
the AFS financial assets previously recognized in the consolidated statement of income.

Provision for impairment losses on AFS financial assets amounted to B3.12 million,

£241.19 million and B2.60 million in 2016, 2015 and 2014, respectively. Thefair values of AFS
financial assets amounted to £1,397.51 million and £1,507.41 million as at June 30, 2016 and
2015, respectively, net of allowance for impairment |osses amounting to £538.40 million and
B535.29 million as at June 30, 2016 and 2015, respectively (see Note 8).
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Estimating Allowance for Impairment Losses on Investment in an Associate and I nvestment
Properties

PFRS requires that an impairment review be performed when certain impairment indicators are

present. Determining the value of investment in an associate and investment properties which

requires the determination of future cash flows expected to be generated from the continued use

and ultimate disposition of such assets requires the Group to make estimates and assumptions that

can materially affect its consolidated financial statements. Future events could cause the Group to

conclude that this asset may not be recoverable. Any resulting impairment loss could have a

material adverseimpact on financial condition and results of operations of the Group.

Provision for impairment |osses on investment in an associate amounted to 0.61 million in 2016

(nil in 2015 and 2014). The carrying values of the investment in an associate amounted to

£1.94 million and 82.57 million as at June 30, 2016 and 2015, respectively (see Note 11).

The carrying value of investment properties amounted to £1,163.17 million and B1,329.02 million
as at June 30, 2016 and 2015, respectively, net of allowance for impairment losses amounting to
£12.83 million as of the same dates (see Note 12).

Estimating Useful Lives of Depreciable Investment Properties, Property and Equipment and
Software Costs
The estimated useful lives used as bases for depreciating and amortizing the Group’s investment
properties, property and equipment and software costs were determined on the basis of
management’ s assessment of the period within which the benefits of these asset items are expected
to berealized taking into account actual historical information on the use of such assets aswell as
industry standards and averages applicable to the Group’ s assets. The Group estimates the useful
lives of its investment properties, property, plant and equipment and software costs based on the
period over which the assets are expected to be available for use. The estimated useful lives of
investment properties, property, plant and equipment and software costs are reviewed, at least,
annually and are updated if expectations differ from previous estimates due to physical wear and
tear and technical or commercial obsolescence on the use of these assets. It is possible that future
results of operations could be materially affected by changes in these estimates brought about by
changes in the factors mentioned above. A reduction in the estimated useful lives of these assets
increases depreciation and amortization and decreases the carrying value of investment properties,
property, plant and equipment and software costs.

The carrying values of investment properties amounted to B1,163.17 million and £1,329.02
million as at June 30, 2016 and 2015, respectively (see Note 12).

The carrying values of property and equipment amounted to £19.51 million and £46.33 million as
at June 30, 2016 and 2015, respectively, net of accumulated depreciation and amortization
amounting to

B2.11 billion and £2.21 billion as of the same dates (see Note 13).

The carrying values of software costs amounted to 86.22 million and £8.80 million as at June 30,
2016 and 2015, respectively, net of accumulated amortization amounting to £31.30 million and 8
27.14 million as of the same dates (see Note 14).

Information on the estimated useful life of investment properties, property and equipment and
software cost is included in Note 2.

Estimating Allowance for Impairment Losses on Nonfinancial Other Current and Noncurrent
Assets

The Group provides alowance for losses on nonfinancial other current assets whenever they can

no longer berealized. The amounts and timing of recorded expenses for any period would differ if



-33-

the Group made different judgments or utilized different estimates. An increasein allowance for
losses would increase recorded expenses and decrease nonfinancial other current and noncurrent
assets.

Provisions for impairment losses on nonfinancial other current assets amounted to B2.85 million
and £2.90 million, respectively, as at June 30, 2016 and 2015. As of the same dates, the carrying
values of nonfinancial other current assets amounted to £240.82 million and 8244.73 million,
respectively (see Note 10).

There was no provision for impairment losses on nonfinancial other noncurrent assets recognized
in 2016, 2015 and 2014. Asat June 30, 2016 and 2015, the carrying values of nonfinancial other
noncurrent assets amounted to B76.02 million and £184.59 million, respectively (amounts exclude
refundable deposit, see Note 15).

Claims Liability Arising from Insurance Contracts

Estimates have to be made both for the expected ultimate cost of claims reported at the financial
reporting period and for the expected ultimate cost of the IBNR claims as at financial reporting
period. It can take a significant period of time before the ultimate claim costs can be established
with certainty. The primary technique adopted by management in estimating the cost of notified
and IBNR claimsis that of using past claims settlement trends to predict future claims settlement
trends. At each financial reporting period, prior year claims estimates are assessed for adequacy
and changes made are charged to current year provision.

The carrying values of claims payable amounted to 226.39 million and £230.61 million as at
June 30, 2016 and 2015, respectively (see Note 16).

Determining Retirement Benefits Liability

The cost of defined retirement obligation as well as the present value of the defined benefit
obligation is determined using actuarial valuations. The actuarial valuation involves making
various assumptions. These include the determination of the discount rates, future salary
increases, mortality rates and future retirement increases. Dueto the complexity of the valuation,
the underlying assumptions and its long-term nature, defined benefit obligation are highly
sensitive to changes in these assumptions. The assumptions are reviewed at each end of the
reporting period.

Retirement benefit costs amounted to 820.49 million, B22.77 million and 825.34 million in 2016,
2015 and 2014, respectively. Asat June 30, 2016 and 2015, the net retirement benefits liability of
the Group amounted to £75.70 million and £96.98 million, respectively (see Note 23).

In determining the appropriate discount rate, management considers theinterest rates of
government bonds that are denominated in the currency in which the benefits will be paid, with
extrapolated maturities corresponding to the expected duration of the defined benefit obligation.
Further details about the assumptions used are provided in Note 23.

Assessing Realizability of Deferred Income Tax Assets

The Group reviews the carrying amounts of deferred income tax assets at each end of the reporting
period and reduces it to the extent that it is no longer probable that sufficient future taxable profits
will be availableto allow all or part of the deferred income tax assets to be utilized. Significant
judgment is required to determine the amount of deferred income tax assets that can be recognized
based upon the likely timing and level of future taxable income together with future planning
strategies. However, there is no assurance that the Group will generate sufficient future taxable
profitsto allow all or part of its deferred income tax assets to be utilized.
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Deferred income tax assets recognized in the books amounted to 871.04 million and
B£69.65 million as at June 30, 2016 and 2015, respectively (see Note 24).

Thetemporary differences, NOLCO and MCIT for which no deferred income tax assets were
recognized, as the management has assessed that it is not probable that sufficient future taxable
income will be available for which the benefit of the deferred income tax assets can be utilized, are
disclosed in Note 24.

Assessing and Estimating Contingencies and Provisions

The Group is currently involved in various legal proceedings and claims. The estimate of the
probable costs for the resolution of these claims has been devel oped in consultation with inside
and outside legal counsel handling the defense in these matters and is based upon the analysis of
potential results. It is possible, however, that future results of operations could be materially
affected by changes in estimates or in the effectiveness of the strategies relating to these
proceedings (see Note 28).

Total provisions amounted to £251.15 million in 2016 and nil in both 2015 and 2014 (see Note
28).

Estimating Fair Value of Options under the ESOWN

The Group initially measures the cost of equity-settled transactions using Cox-Ross-Rubenstein
option pricing model to determine the fair value of the option at date of grant. Estimating fair
value for share-based payment transactions requires determination of the maost appropriate
valuation maodel, which is dependent on the terms and conditions of the grant. This estimate also
requires determination of the most appropriate inputs to the valuation model including the
volatility and dividend yield and making assumptions about them. In 2016, personnel expense and
the corresponding equity reserve recognized in relation to the ESOWN amounted to

B27.47 million. See Note 29 for further details on the ESOWN, including the assumptions used in
the valuation.

Estimating Fair Values of Financial Instruments

Where the fair values of financial assets and financial liabilities recorded in the consolidated
statement of financial position cannot be derived from active markets, they are determined using
valuation techniques including the discounted cash flows model. The inputs to these models are
taken from observable markets where possible, but wherethisis not feasible, a degree of judgment
isrequired in establishing fair values. The judgments include considerations of inputs such as
liquidity risk, credit risk and volatility. Changes in assumptions about these factors could affect
the reported fair value of financial instruments. Any changein thefair value of these financial
instruments would directly affect the consolidated statement of income and consolidated statement
of changesin equity.

Fair values of financial assets as at June 30, 2016 and 2015 amounted to £4,642.09 million and

B2,173.65 million, respectively, while thefair values of financial liabilities as at June 30, 2016 and
2015 amounted to P1,560.24 million and B1,362.64 million, respectively (see Notes 30 and 31).
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4. Cash and Cash Equivalents

2016 2015

(In Thousands)
Cash on hand and in banks BA475,593 B56,304
Short-term investments 831,291 95,459
B1,306,884 B151,763

Cashin banks earninterest at the respective bank deposit rates. Short-term investments are made
for varying periods of up to three (3) months, depending on the immediate cash requirements of
the Group, and earn interest at the respective short-term investment rates.

Interest earned from cash in banks amounted to £0.57 million, 0.26 million and £0.98 million in
2016, 2015 and 2014, respectively. Interest earned from short-term investments amounted to
B2.77 million, B1.42 million and 84.77 million in 2016, 2015 and 2014, respectively (see

Note 22).

5. Receivables

2016 2015

(In Thousands)
Trade debtors B112,888 £140,907
Loans receivable 1,425,750 —
Insurance receivables 397,077 416,290
Others (Note 18) 298,663 242,438
2,234,378 799,635
L ess allowance for impairment | osses 314,446 303,510
B1,919,932 B496,125

Trade debtors are both interest and non-interest bearing and are generally collectible on thirty (30)
days term. Theinterest rates on outstanding interest-bearing receivables range from 5% to 10%
per annum.

L oans receivable pertain to advances madeto certain real estate companies. These are short-term
in nature and earn interest at 2.41-2.70% per annum.

Insurance receivabl es consist of premiums receivable, due from ceding companies, reinsurance
recoverable on paid and unpaid losses - facultative, funds held by ceding companies and
reinsurance accounts receivables and are generally on 90 to 360 days' term.

Other receivables include noninterest-bearing receivables of OLI from Cosco Land Corporation
(CLC) which are due and demandabl e amounting to £160.45 million as at June 30, 2016 and 2015.
These receivables are collateralized by the shares of stock of Cyber Bay owned by CLC. The
receivables from CLC are fully provided with allowance.
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Allowance for impairment losses pertains to specific and collective assessments. The movements
of alowance for impairment |osses on receivables are as follows:

Trade Insurance
debtors  receivables Others Total
(In Thousands)
At July 1, 2013 £90,438 87,755 £218,088 B316,281
Provisions (Note 20) 146 586 - 732
Write-off 2 - (6,968) (6,970)
Recovery (1,285) - - (1,285)
At June 30, 2014 89,297 8,341 211,120 308,758
Provisions (Note 20) 545 418 1,493 2,456
Write-of f (1,320) - - (1,320)
Recovery (649) - (7,360) (8,009)
At June 30, 2015 87,873 8,759 205,253 301,885
Provisions (Note 20) 622 33,115 3,031 36,768
Write-of f (21,984) - (4,171) (25,885)
At June 30, 2016 B66,511 £41,874 £204,113 B312,768

Interest earned from trade recei vables amounted to £11.01 million, 21,115 and £0.07 million in
2016, 2015 and 2014, respectively (see Note 22).

In 2015, LCI and OMI have written-off portion of its trade receivables amounting to

£0.84 million and £0.48 million, respectively. While in 2016, £25.82 million worth of receivables
were written-off. This amount includes £13.78 million pertaining to OMI receivable from
merchandisers and retail ers for the sale of tiles while 87.76 million pertains to long outstanding
receivable on rent, CUSA and utilities. The remaining £4.28 million pertains to the aggregate
long outstanding trade and other receivables of the Group that were assessed to be uncollectible.

6.

Inventories
2016 2015
(In Thousands)
AtNRV:
Finished goods B8,149 B11,130
Factory supplies and spare parts 687 682
Materials in transit — 194
P8,836 E12,006
Movements in the allowance for inventory losses are as follows:
2016 2015
(In Thousands)
Beginning balances B71,614 £82,016
Reversal (4,223) (1,242)
Write-of f - (9,160)
P67,391 E71,614

Inventories charged to operations amounted to £5.34 million, £15.80 million and
B34.16 million in 2016, 2015 and 2014, respectively (see Note 20).
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7. Real Estate Held for Sale and Development

2016 2015

(In Thousands)
Land for devel opment B237,973 B395,549
Held for sale 42 533 34,554
280,506 430,103
Allowance for impairment losses (Note 20) 16,042 -
P264,464 B430,103

Land for development pertains to parcels of land located in Calamba, Laguna, Sto. Tomas,
Batangas and San Vicente, Palawan. The composition of land for devel opment as at
June 30, 2016 and 2015 are as follows:

2016 2015

(In Thousands)
Land cost B212,558 B8299,239
Construction overhead and other related costs 22,882 73,957
Professional fees - 17,932
Taxes 2,517 4,421
B237,957 E395,549

Movements in thereal estate held for sale and development are as follows:

2016 2015
(In Thousands)

Balances at beginning of year B430,103 £429,507
Additions 4,449 39
Repossessions - 557
Sale/disposal (Note 20) (154,046) -
Impairment loss (Note 20) (16,042) —
Balances at end of year B264,464 B430,103

Additions include taxes, construction overhead and other related costs incurred during the year.

Repossessions pertain to the cost of repossessed land held for sale located in Calamba, Laguna due
to the delinquent payment from land buyers.

On August 18, 2015, OPDI, asubsidiary, entered into a Deed of Absolute Sale with Mgjestic

L andscape Corporation covering the sale of several parcels of land situated in Brgy. Sto. Tomas in
the province of Batangas with an aggregate area of 124,780 square meters for atotal consideration
amounting to B203.83 million.

On June 15, 2016, OPDI, a subsidiary, entered into a Deed of Absolute Sale with Park3 Realty and
Development Corporation covering the sale of commercial lot with improvement located at J.P.
Rizal corner P. Burgos St., Makati City with an aggregate area of 639 square meters for atotal
consideration amounting to £100.19 million.
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8. AFSFinancial Assets

2016 2015

(In Thousands)
Listed equity securities B1,518,088 B1,249,196
Nonlisted equity securities 106,420 518,889
Quoted debt securities 300,489 258,206
Unquoted debt securities 10,820 16,405
1,935,917 2,042,696
Allowance for impairment losses 538,403 535,288
B1,397,514 £1,507,408

AFS financial assets in quoted and unquoted shares of stock are carried at fair value with
cumulative changes in fair values presented as a separate account in equity. Meanwhile, unquoted
debt and equity financial assets are carried at cost, net of any impairment, until theinvestment is
derecognized.

Certain AFS financial assets are reserved investments in accordance with the provisions of the
Insurance Code as security for the benefit of policy holders and creditors of the FPIC.

Movements in the allowance for impairment losses are as follows:

2016 2015 2014

(In Thousands)
Balances at beginning of year B535,288 £294,101 £291,501
Provisions 3,115 241,187 2,600
Balances at end of year B538,403 B535,288 B294,101

Movements of unrealized valuation gain (losses) on AFS financial assets are as follows:

Non-Controlling

Equity Holders Interests Tota
(In Thousands)
June 30, 2013 (B4,859) B2,116 (B2,743)
Gain (loss) recognized directly in equity 247,849 (2,183) 245,666
Losstransferred from equity to
consolidated statement of income (159,189) — (159,189)
June 30, 2014 83,801 (67) 83,734
Gain (loss) recognized directly in equity 267 (16) 251
Losstransferred from equity to
consolidated statement of income (82,002) — (82,002)
June 30, 2015 2,066 (83) 1,983
Gain recognized directly in equity 277,649 - 277,649
Loss transferred from equity to
consolidated statement of income (3,489) — (3,489)
June 30, 2016 276,226 (B83) 276,143

Proceeds from the sale of AFS financial assets amounted to £21.36 million, 94.59 million and
B£222.95 million in 2016, 2015 and 2014, respectively, with a corresponding gain on sale of
B17.24 million, B8.85 million and £159.19 millionin 2016, 2015 and 2014, respectively.
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Interest earned from AFS financial assets amounted to £15.41 million, B11.75 million and
£7.80 million in 2016, 2015 and 2014, respectively.

Dividend income received on AFS financial assets amounted to B2.50 million, £3.27 million and
B4.03 million in 2016, 2015 and 2014, respectively.

Financial Assets at FVPL

In 2016, the Group has 15,000 redeemabl e preferred shares with a cost of £2.92 million recorded
as financial assets at FVPL upon initial recognition. Fair value of financial assets at FVPL as at
June 30, 2016 and 2015 amounted to £12.70 million and £27.99 million, respectively, resulting to
an unrealized gain (loss) of (B0.43 million) and £0.28 million in 2016 and 2015, respectively (nil
in 2014). During thefiscal year, 128,600 shares amounting to £9.66 million were redeemed.
Dividend income earned from these shares amounted to £0.96 million in 2015 (nil in 2016 and
2014).

10.

Other Current Assets

2016 2015

(In Thousands)
CWTs B185,608 £198,258
Input VAT 33,485 28,330
Prepayments 24,574 14,656
Unclaimed claims reserve fund - 6,380
243,667 247,624
Less allowance for impairment |osses 2,852 2,895
B240,815 B244,729

Creditable withholding taxes (CWTs) are available for offset against incometax payable in the
future periods.

Input VAT pertains to taxes earned from transactions with VAT registered vendors during the
year.

Prepayments pertain to prepaid insurance, taxes and licenses and other prepaid expenses that are to
be amortized over a period of one (1) year.

Unclaimed claims reserve fund pertains to the unclaimed payments on its trade creditors under
rehabilitation plan which were deposited to Metropolitan Bank and Trust Company to serve as the
fund. Thisis equivalent to the total amount of allowed claims that remain unclaimed as of filing
of motion for termination of rehabilitation proceedings of the Company. All payments should be
taken from the Fund upon presentation of sufficient evidence of identity. A creditor or worker
may obtain payment within two (2) years from the opening of the account and should discharge
the Company fromits obligation. Thefund is classified as current asset. Thefund is readily
available as payment for claims and was reclassified to AFS investment on June 30, 2016 upon the
lapse of thetwo (2) - year period.
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Movements in the allowance for impairment losses are as follows:

2016 2015 2014
(In Thousands)
Balances at beginning of year B2,895 £2,819 £2,970
Provisions (Note 20) 23 76 61
Write-off (66) - (212)
Balances at end of year B2,852 B2,895 B2,819
11. Investment in an Associate
2016 2015

(In Thousands)
Acquisition costs:

Balances at end of year B5,959 B5,959
Accumulated equity in net |osses
Balances at beginning of year (3,388) (3,395)
Equity in net income (Ioss) (19) 7
Balances at end of year (3,407) (3,388)
2,552 2,571
Allowance for impairment loss (610) -
P1,942 B2,571

Summarized of the financia statement information of the associate follows:

2016 2015

(In Thousands)
Current assets B9,941 £B10,036
Noncurrent assets 21 21
Totdl liabilities 261 201
Revenue 146 223
Costs and expenses 311 266

Net income (loss) (94) 35
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12. Investment Properties

2016
Buildings and Land and
I mprovements | mprovements Total
(In Thousands)
Cost
At beginning of year P2,907,380 P470,331 3,377,711
Additions 22,301 134 22,435
Reclassification 246 - 246
Disposals - (124,838) (124,838)
At end of year 2,929,927 345,627 3,275,554
Accumulated Depr eciation and
Amortization
At beginning of year 2,015,949 19,906 2,035,855
Depreciation and amortization
(Note 20) 62,851 845 63,696
At end of year 2,078,800 20,751 2,099,551
Balance before impairment 851,127 324,876 1,176,003
Less: Allowance for impairment
losses 12,834 — 12,834
Net book values P838,293 P324,876 P1,163,169
2015
Buildings and Land and
Improvements  Improvements Total
(In Thousands)
Cost
At beginning of year B2,181,041 B131,624 B2,312,665
Additions 33,960 237 34,197
Transfer (Note 13) 692,379 338,470 1,030,849
At end of year 2,907,380 470,331 3,377,711
Accumulated Depreciation and
Amortization
At beginning of year 1,561,791 552 1,562,343
Depreciation and amortization
(Note 20) 60,643 829 61,472
Transfer (Note 13) 393,515 18,525 412,040
At end of year 2,015,949 19,906 2,035,855
Balance before impairment 891,431 450,425 1,341,856
Less: Allowance for impairment
losses 12,834 - 12,834
Net book values E878,597 B450,425 B1,329,022
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Based on the latest appraisal reports, as determined by an independent firm of appraisers, the
appraised values of the TPI’sand L CI’ sinvestment properties amounted to P4.82 billion and
B5.08 billion as at June 30, 2016 and 2015, respectively.

TPI

Investment properties of TPI substantially represent other land improvements, and building,
machinery and equipment on the land leased from PNR which are utilized for TPI’s office space,
mall operations and held for rentals. These were valued by independent professionally qualified
appraisers.

The appraised property is located along Claro M. Recto Avenue, within Tondo Manila. The
hierarchy in which the fair value measurement in its entirety is recognized is at Level 3.

a. Based on the lease contract, TPI leases aland consisting of sixty nine (69) lots, containing an
aggregate area of 227,773 square meters.

The value of the land was estimated using the Sales Comparison Approach. Thisisa
comparative approach that considers the sale of similar or substitute properties and related
market data and establishes a value estimate by processes involving comparison. Listings and
offerings may also be considered.

b. The method used to determine the value of other land improvements and building, machinery
and equipment is the Sales Comparison Approach. Thisis a comparative approach to the value
of the property or another asset that considers as a substitute for the purchase of a given
property, the possibility of constructing another property that is areplica of, or equivalent to the
original or onethat could furnish equal utility with no undue cost resulting from delay. Itis
based on the reproduction or replacement cost of the subject property or assdt, less total
(accrued) depreciation.

LCI

LCI has historically classified land and improvements and buildings and improvements at
revalued amounts as property and equipment. On July 1, 2014, LCI transferred its land and
improvements and buildings and improvements under property and equipment. The carrying fair
value of these assets was the deemed cost of the investment property upon transfer. The transfer
was made in accordance with PAS 40, Investment Property, since the properties were held by the
Company to earn rentals or for capital appreciation or both, rather than for use in the production or
supply of goods or services or for administrative purposes or sale in the ordinary course of
business.

Movement of revaluation increment are as follows:

2016 2015
(In Thousands)
Beginning balance B244,622 B-
Reclassification (see Note 13) - 252,233
Transfer of realized valuation increment (7,611) (7,611)

Balances at end of year B237,011 B244,622
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On June 30, 2016 and 2015, the net book values of TPI’s and LCI’ s investment properties follow:

2016 2015
(In Thousands)
At net book value:
Original cost B285,059 £298,580
Revaluation reserve (OCI) 237,011 244,622
Revaluation reserve (closed to retained earnings) 236,083 250,900

B758,153 E794,102

In accordance with the general requirement under PFRS 1, the Group closed out the * Revaluation
Reserve’ on TPI' s investment properties account to retained earnings which pertains to the
remaining balance of the deemed cost adjustment on investment properties account which arose
when it transitioned to PFRS.

Rental revenue from investment properties amounted to P467.93 million, P414.48 million and
B402.52 million in 2016, 2015 and 2014, respectively. Direct operating expenses incurred for
investment properties amounted to 8406.99million, B212.81 million and 8210.96 million in 2016,
2015 and 2014, respectively, and include depreciation, real property taxes and repairs and

mai ntenance.

On August 18, 2015, TPIHC, a subsidiary, sold its investment properties|ocated at Sto Tomas,
Batangas with an aggregate area of 191,414 square meters for atotal consideration of

B£270.58 million. On September 7, 2015, the Group also sold its investment properties located in
Mandaue City, Cebu for 8432.6 million.

Gain on sale of these properties recognized in 2016 amounted to 578.97 million.

13. Property and Equipment

2016
Machinery Transportatio Furniture, Condominium
L easehold and n Fixturesand Units and Hotel
Improvements Equipment Equipment  Equipment Improvements Equipment Total
(In Thousands)

At cost

At beginning of year B7,227 B2,096,590 £40,937 P91,644 $8,692 8,533 PB2,253,623
Additions - 747 1,558 1,711 - 55 4,071
Disposal s/Retirement - (70,916) (16,137) (28,195) - — (115,248
At end of year 7,227 2,026,421 26,358 65,160 8,692 8,588 2,142,446

Accumulated Depreciation and
Amortization

At beginning of year 6,725 2,069,817 34,598 85,754 4,622 5779 2,207,295
Depreciation and

amorti zation

(Note 20) 241 4,982 2,258 2,644 218 1,542 11,885
Disposal gretirements — (65,417) (14,912) (28,195) - —  (108,524)
At end of year 6,966 2,009,382 21,944 60,203 4,840 7,321 2,110,656

Less Allowance for

impairment loss

(Note 20) - 12,283 - - - — 12,283
Net Book Values B261 4,756 B4,414 B£4,955 3,852 21,267 £19,507




2015
Machinery Furniture,  Condominium
Leasehold and Transportation Fixturesand Unitsand Hotel
Improvements  Equipment Equipment  Equipment  Improvements Equipment Total
(In Thousands)
At cost
At beginning of year B6,948 £2,095,822 B39,484 B89,557 B8,692 B7,093 B2,247,596
Additions 279 1,260 2,301 2,087 - 1,440 7,367
Disposals - (492 (848) - - - (1,340)
At end of year 7,227 2,096,590 40,937 91,644 8,692 8,533 2,253,623
Accumulated Depreciation and
Amortization
At beginning of year 6,517 2,065,198 32,163 82,631 4,404 3,407 2,194,320
Depreciation and
amorti zation
(Note 20) 208 5,110 3,283 3,123 218 2,372 14,314
Disposals - (491) (848) - - - (1,339)
At end of year 6,725 2,069,817 34,598 85,754 4,622 5,779 2,207,295
Net Book Values B502 B26,773 B6,339 B5,890 P4,070 B2,754 P46,328
2015
Land and Buildings and
I mprovements I mprovements Tota
(In Thousands)
At revalued amounts:
At beginning of year £338,470 £692,379 £1,030,849
Transfers (Note 12) (338,470) (692,379) (1,030,849)
At end of year — — —
Accumulated depreciation and amortization
At beginning of year 18,525 393,515 412,040
Transfers (Note 12) (18,525) (393,515) (412,040)
At end of year - - -
Net book values B- B- B-

Certain items of property and equipment identified as idle and included under machinery and
equipment were written down to their estimated recoverable amounts by P12.3 million.

Gain on sale of property and equipment was recognized in 2016 and 2015 and 2014 amounting to
£5.97 million, £15.35 million and £0.20 million, respectively.

In 2015, LCI transferred its land and improvements and buildings and improvements carried at
revalued amounts from property and equipment to investment property valued at deemed cost to
reflect the change in use of the properties on July 1, 2014 (see Note 12).

Movement of revaluation increment are as follows:

2016 2015
(In Thousands)
Beginning balance B- 252,233
Reclassification (see Note 12) — (252,233)
Balances at end of year B- B-

As at June 30, 2016 and 2015, the Group continues to utilize fully depreciated property and

equipment with an aggregate acquisition cost amounting to 841.58 million and £66.15 million,
respectively.
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14. Software Costs

2016 2015
(In Thousands)
At cost:

Beginning balances B35,940 £32,135
Additions 1,568 3,805
Ending balances 37,508 35,940

Accumulated amortization:
Beginning balances 27,140 23,178
Amortization (Note 20) 4,152 3,962
Ending balances 31,292 27,140
Net book values B6,216 £8,800

15. Other Noncurrent Assets
2016 2015
(In Thousands)

Deferred acquisition cost B21,344 B22,395
Deferred reinsurance premiums 27,555 22,141
Refundable deposits (Note 30) 19,400 19,637
Deferred input VAT 7,572 9,111
Spare parts and supplies 9,180 8,630
Prepaid rent and other expenses 3,707 115,832
Others 6,664 6,480
B95,422 B204,226

Deferred acquisition cost pertains to the unamortized acquisition costs incurred during the period
that are related to securing new insurance contracts and or renewing existing insurance contracts.

Deferred reinsurance premiums pertain to the unexpired periods of the reinsurance premiums
ceded at the end of the reporting period.

Refundable deposits pertain to deposits made to utility companies, other suppliers and various
miscellaneous deposits.

Deferred input VAT arises from the purchase of services on credit and capital goods by the Group
whichis not yet paid as at yearend.

Spare parts and supplies pertain to supplies, materials and spare parts for office and building
maintenance of TPI.

Prepaid expenses comprise of advances to insurance companies for personal accident, term life
and fire, advance rental and deposits to lessors which shall be applied in the future.

Others consist mainly of various assets that areindividually immaterial.
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16. Accounts Payable and Accrued Expenses

2016 2015
(In Thousands)

Claims payables P226,387 B230,608
Reserves for unearned premiums 118,074 106,092
Trade payables 61,298 49,197
Nontrade payables 58,652 91,689
Dueto reinsurers and ceding companies 32,993 41,865
Accrued expenses and others (Notes 27 and 28) 397,740 147,811
P895,144 B667,262

Claims payables pertain to the estimated ultimate cost of incurred but not settled claims as at the

reporting period.

Reserves for unearned premiums are portion of the premiums that relates to unexpired periods.
Accrued expenses include janitorial, security, utilities and other accrued expenses.

Dueto reinsurers and ceding companies refers to the balance of premium and claims with respect
to accepted and ceded reinsurance agreement whether directly or through brokers.

Theterms and conditions of the above payables are as follows:

o Trade payablesand accrued expenses are noninterest-beari
thirty (30) days' term.

ng and are normally settled on

o All other payables are noninterest-bearing and have an average term of one (1) year.

17. Rental and Other Deposits

2016 2015
Due within Beyond Duewithin Beyond
OneYear OneYear Total One Year One Year Total
(In Thousands)
Rental deposits B37,405 B1,275 £38,680 £28,295 B11,324 B39,619
Security deposits 55,779 54,576 110,355 72,297 31,334 103,631
Deferred rent 32,971 21,263 54,234 26,643 32,937 59,580
Customer deposits 8,420 1,621 10,041 13,222 1,582 14,804
Congtruction bond 5,286 2,904 8,190 3,848 4,167 8,015
Other deposits 1,501 6,786 8,287 3,925 3,987 7,912

£141,362 £88,425 §229,787

£148,230 £85,331 £233,561

Deposits include rental, security, customer, construction bond and other deposits paid by tenants
to the Group on the leased properties which are refundabl e at the end of the contract.

Deferred rent pertains to rent received in advance amounting to P54.23 million and 859.58 million

as at June 30, 2016 and 2015, respectively.

Customer deposits consist of priority premiums paid by tenants which serve as their reservation
deposits. The fair value of noncurrent security deposits amounted to P15.55 million and



-47 -

£13.29 million as at June 30, 2016 and 2015, respectively (see Note 27).

18.

Related Party Transactions

Related party relationship exists when one party has the ability to control, directly or indirectly
through one or more intermediaries, the other party or exercise sgnificant influence over the other
party in making financial and operating decisions. Such relationship also exists between and/or
among entities, which are under common control with the reporting enterprises and its key
management personnel, directors or its stockholders. In considering each related party
relationship, attention is directed to the substance of the relationship, and not merdy the legal
form.

The Parent Company and its subsidiaries, in their normal course of business, have entered into
transactions with related parties principally consisting of noninterest-bearing advances with no
fixed repayment terms and are due and demandabl e.

Account balances with related parties, other than intra-group balances which were eliminated in
consolidation, are as follows:

Amount/ Outstanding
Category Y ear Volume Balance Terms Conditions
(In Thousands)
Amounts owed by related parties:
Under common control
Guoman Philippines, Inc 2016 B50 B1,677 To besettledin cash Unsecured, non-interest
and collectible on bearing, impaired,
2015 B2 P1,628 demand and unguaranteed
Genez Investments Corp. 2016 - —Tobesettledin cash  Unsecured, non-interest
and collectible on bearing, impaired,
2015 - 6 demand and unguaranteed
Total 2016 B50 P1,677
Total 2015 B2 B1,634
2016 2015
(In Thousands)
Amounts owed by related parties B1,677 £1,634
L ess allowance for impairment |osses (1,625) (1,625)
B52 B9

Movements of allowance for impairment |osses on amounts owed by related parties are as follows:

2016 2015 2014

(In Thousands)
Balances at beginning of year B1,625 £1,610 £1,610
Provision for the year (Note 20) - 15 -
Balances at end of year B1,625 B1,625 B1,610

This assessment is undertaken at each financial year-end by examining the financial position of the
related parties and the market in which the related parties operate.
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Significant transactions entered into among subsidiaries other than advances include:
e Insurance premium coverage for certain properties of the subsidiaries (see Note 1).
e Management contract and service agreement between the parent company and a subsidiary.

Compensation of key management personnel which pertains mostly to salaries and wages
amounted to £75.0 million, £78.1 million and £71.8 million in 2016, 2015 and 2014, respectively.

There were no other transactions made between the Group or its parent company and the
retirement fund during the year.

19.

Subscription Payable

On April 25, 1995, Central Bay, a wholly-owned subsidiary of Cyber Bay, entered into a Joint
Venture Agreement with the Philippine Reclamation Authority (PRA; formerly Public Estates
Authority) for the complete and entire reclamation and horizontal development of a portion of the
Manila-Cavite Coastal Road and Reclamation Project (the Project) consisting of three partially
reclaimed and substantially eroded islands (the Three Islands) along Emilio Aguinaldo Boulevard
in Parafiaque and L as Pifias, Metro Manila, with a combined total area of 157.8 hectares, another
area of 242.2 hectares contiguous to the Three Islands and, at Central Bay’ s option as approved by
the PRA, an additional 350 hectares, more or less, to regularize the configuration of the reclaimed
area.

On March 30, 1999, the PRA and Central Bay executed an Amended Joint Venture Agreement
(AJVA) to enhance the Philippine Government’ s share and benefits from the Project which was
approved by the Office of the President of the Philippines on May 28, 1999.

On July 9, 2002, the Supreme Court (SC) (in the case entitled “ Francisco Chavez vs. Amari
Coastal Bay and Reclamation Corp.”) issued aruling declaring the AJVA null and void.

Accordingly, PRA and Central Bay were permanently enjoined from implementing the AJVA. On
July 26, 2002, Central Bay filed a Motion for Reconsideration (MR) of said SC decision. On

May 6, 2003, the SC En Banc denied with finality Central Bay’'s MR. On May 15, 2003, Central
Bay filed aMotion for Leaveto Admit Second MR. In an En Banc Resolution of the SC dated
July 8, 2003, the SC resolved to admit the Second MR of Central Bay.

On November 11, 2003, the SC rendered a 7-7 split decision on Central Bay’s Second MR.
Because of the new issues raised in the SC’s latest resolution that were never tried or heard in the
case, Central Bay was constrained to file on December 5, 2003 a Motion for Re-deliberation of the
SC’s latest resolution which motion was denied with finality by the SC. With the nullification of
the AJVA, Central Bay has suspended all Project operations.

On August 10, 2007, in view of thefailure by the PRA to comply with its obligations and
representations under the AJV A, Cyber Bay and Central Bay havefiled their claims for
reimbursement of Project expenses in the amount of £10.2 billion with the PRA. Cyber Bay and
Central Bay provided the PRA with the summary and details of their claims on

September 5, 2007.

On July 15, 2008, Cyber Bay sent afollow-up letter to the PRA. The PRA, inits |etter dated
July 18, 2008, informed Cyber Bay that its claim is still being evaluated by the PRA.
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As at June 30, 2016 and 2015, the Parent Company has unpaid subscription in Cyber Bay
amounting to P481.68 million, which is presented as “ Subscriptions Payable’ in the consolidated
statements of financial position. The investment in Cyber Bay under “ AFS financial assets”
amounted to B888.38 million and £610.76 million as at June 30, 2016 and 2015, respectively, net
of allowance for impairment losses amounting to B527.48 million and £527.48 million as at
June 30, 2016 and 2015, respectively (see Note 8).

20. Cost of Goods Sold, Services and Operating Expenses

2016 2015 2014
(In Thousands)

Personnel expenses

(Notes 21 and 29) B231,251 £204,980 £210,231
Rental (Note 27) 285,139 99,801 90,819
Cost of real estate and services

sold (Note 7) 205,014 - —
Sharein CUSA rdated expenses 92,816 56,304 89,356
Taxes and licenses 92,133 30,935 37,873
Depreciation and amortization

(Notes 12, 13 and 14) 79,733 79,748 89,356
Professional and legal fees 71,171 29,970 21,563
Provision for impairment |osses

(Notes 5, 7, 10 and 18) 49,168 2,547 2,606
Janitorial and security services 13,423 11,670 10,436
Marketing expenses 12,718 7,459 7,852
Communication and

transportation 8,167 8,869 10,236
Supplies and repairs 8,378 5,153 7,158
Materials used and changes in

inventories (Note 6) 5,337 15,799 34,158
Insurance 4,203 13,127 8,249
Representations 2,210 2,163 1,955
Others 12,900 15,198 7,627

B1,173,788 B583,723 £629,475

21. Personne Expenses

2016 2015 2014

(In Thousands)
Compensation and employee benefits ~ B210,761 £182,208 £184,892
Retirement benefits costs (Note 23) 20,490 22,772 25,339

B231,251 204,980 210,231
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22. Interest Income (Expense) and Bank Charges - net

2016 2015 2014

Interest income: (In Thousands)
AFS financial assets B- B3,164 B-
Short-term investments (Note 4) 2,772 1,421 4,770
Cash in banks (Note 4) 569 260 978
Receivables (Note 5) 11,013 1 71
14,354 4,846 5,819

Interest expense and bank charges:

Retirement benefitsliability (Note 23) 3,664 2,498 6,116
Bank charges 331 444 1,394
Interest expense - - 175
Others - 79 -
3,995 3,021 7,685
£10,359 B1,825 (B1,866)

23. Retirement Benefits Liability

The Group has a funded, noncontributory retirement plan covering al its regular employees. The

plan provides for retirement, separation, disability

and death benefits to its members. The norma

retirement benefit is based on a percentage of the employees’ final monthly salary for every year

of credited service.

Thelatest independent actuarial valuation dated August 18, 2016 was determined using the
projected unit credit method in accordance with PAS 19.

Thefollowing tables summarize the funded status

and amounts recognized in the consolidated

statements of financial position, and the components of the net retirement benefit costs recognized
in the consolidated statements of income for the retirement plan:

2016 2015
(In Thousands)
Retirement benefits liability:
Present value of obligation (PVO) B159,862 271,321
Fair value of plan assets (84,158) (174,346)
Unfunded obligation B75,704 B96,975
2016 2015 2014
(In Thousands)
Retirement benefits costs:
Current service cost B16,825 B20,275 B20,843
Interest cost - net (Note 22) 3,664 2,497 6,116
Past service cost - - (1,620)
P20,489 B22,772 B25,339
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Movements in the retirement benefits liability are as follows:

2016 2015
(In Thousands)
Balances at beginning of year B96,975 £90,186
Benefit expense 20,489 22,772
Actuarial losses (gains) - net (5,842) 5,745
Actual contributions (35,918) (30,728)
Balances at end of year B75,704 B96,975
Changesinthe PVO are as follows:
2016 2015
(In Thousands)
Balances at beginning of year B271,321 B242,467
Current service cost 16,825 20,275
Interest cost 10,878 10,031
Benefits paid (126,737) (9,628)
Actuarial loss (gain) (12,425) 8,176
Balances at end of year B159,862 B271,321
Changesin fair value of plan assets are as follows:
2016 2015
(In Thousands)
Balances at beginning of year B174,346 £143,282
Actual contributions 35,918 30,727
Interest income 7,214 7,534
Actuarial gain (loss) on plan assets (6,583) 2,431
Benefits paid (126,737) (9,628)
Balances at end of year B84,158 B174,346

The categories of plan assets as a percentage of fair value of the total plan assets are as follows:

2016 2015

Cash 17.03% 15.39%
Equity 69.67% 68.63%
Fixed income 3.30% 4.04%
Others 10.00% 11.94%
100.00% 100.0%

The Group do not expect to contribute to the retirement plan in 2017.

The principal assumptions used to determine pension for the Group are as follows:

2016 2015
Discount rates 5.19% 4.82%
Expected rates of return on plan assets 4.85% 6.00%

Salary increase rate 7.00% 7.50%
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The sensitivity analysis below has been determined based on reasonably possible changes of each

significant assumption on the defined benefit obligation as of t
assuming if all other assumptions were held constant:

Increase (decrease) in
Significant assumptions

he end of the reporting period,

Increase (decrease) in defined
benefit obligation

2016
Discount rate +1% (B2,502,500)
(1%) 2,941,292
Future salary increases +1% 2,994,291
(1%) (2,594,950)
2015
Discount rate +1% (3,477,684)
(1%) 4,042,367
Future salary increases +1% 3,723,532
(1%) (3,216,121)
Amounts for the current and previous four (4) years are as follows:
2016 2015 2014 2013 2012
(In Thousands)
Defined benefit obligation P159,862  B271,321 £242.467 B231,516 £190,820
Plan assets 84,158 174,346 143,282 93,197 75,808
Unfunded obligation 75,704 96,975 99,185 138,319 115,012
Experience adjustment on plan
liabilities - loss (gain) 2,863 (664) (21,676) 6,256 (3,275)
Experience adjustment on plan
assets - gain (loss) 6,583 40 4,565 4,714 (727)
Change in actuarial assumptions (15,288) 9,454 (3,919 20,793 15,615

24. Income T axes

The Group’s current provision for incometax in 2016, 2015 an

d 2014 represents regular corporate

income tax.
2016 2015 2014
(In Thousands)
Current B21,478 B15,721 810,105
Find 2,599 3,991 1,485
Deferred (16,963) (8,148) 70,360
B7,114 B11,564 £81,950
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Thereconciliation of the statutory income tax rates to the effective income tax rates follows:

2016 2015 2014
At statutory tax rates 30.0% 30.0% 30.0%
Additions to (reductionsin)
income taxes resulting from:
Movements in unrecognized
deferred income tax
assets (78.6) (28.1) (9.6)
Expired NOLCO (27.3) (15.3) 0.8
Exempt income from
dividend - 8.9 -
Interest income already
subjected to final taxes (1.3) (1.3 (0.2)
Gain on sale of AFS financial
assets - 0.9 a7
Nondeductible expenses (56.5) (0.9 -
Expired MCIT (0.3) (0.6) 01
Other nontaxable income 128.1 (0.2) 05
Exempt income from
extinguishment of debt - - (16.9)
At effective tax rates (5.9%) (6.5%) 3.1%

The significant components of the deferred income tax liabilities - net of the Group are as follows:

2016 2015
(In Thousands)

Deferred income tax assets:

Casualty loss B- B18,974
Deferred rent 18,453 17,874
Allowance for impairment losses on receivables 11,902 11,976
Retirement benefits liability 6,110 6,990
PAS 17 rent expense 10,054 -
Unamortized past service cost 5,048 6,605
MCIT 2,742 -
NOLCO 14,307
Allowance for impairment |osses on

insurance receivables — 3,449
Deferred reinsurance commission - 1,393
Excess of reserve for unearned premiums per

books over tax basis - net — 123
Others 2,428 2,268

B71,044 69,652

(Forward)



2016 2015
(In Thousands)

Deferred income tax liabilities:
Revaluation increment on property and

equipment (P101,577) (P108,100)
Recovery on insurance (98,382) (98,382)
Remeasurement gain on retirement benefits
liability (19,992) (6,982)
Unrealized gain on valuation of AFS financial
assets (1,198) (1,865)
Accrued rent income - 327
" Unrealized foreign exchange loss (gain) (38) (28)
Revaluation reserve on investment properties (70,825) (75,149)
Deferred acquisition cost @) (6,753)
Undepreciated capitalized rent, interest and
customs duties (6,474)
Retirement plan assets - (661)
Unrealized gain on valuation of FVPL - (150)
(292,019) (304,217)
(B220,975) (B234,565)

Deferred income tax assets are recognized only to the extent that taxable income will be available
against which the deferred income tax assets can be used. The Group reassesses the unrecognized
deferred income tax assets on the following deductible temporary differences, NOLCO and MCIT
and recognizes the previously unrecognized deferred income tax assets to the extent that it has
become probable that future taxable income would allow the deferred income tax assets to be
recovered:

2016 2015
(In Thousands)
NOLCO B413,585 B354,391
Allowance for impairment losses on receivables,
other current assets, inventories and others 1,914,683 4,201,175
Retirement benefits liability 5,122 73,675
Gain on remeasurement of retirement
benefits plan 87,823 -
Unamortized past service cost 53,438 44,110
MCIT 2,945 2,602
Incurred but not reported losses 3,003 2,000
Accrued rent 108 323

Unrealized foreign exchange | osses 444 36
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As at June 30, 2016, the Company has NOLCO and MCIT that can be claimed as deduction from
future taxable income and tax due, respectively:

Y ear Incurred Expiration Date NOLCO MCIT
2014 2017 B106,072 B179
2015 2018 46,744 1,296
2016 2019 308,459 4,194

B461,275 B5,669

Thefollowing are the movementsin NOLCO as at June 30, 2016 and 2015:

2016 2015

(In Thousands)
Balances at beginning of year B354,391 B412,160
Additions 308,459 46,744
Expirations/Application (201,575) (104,513)
P461,275 B354,391

Thefollowing are the movementsin MCIT as at June 30, 2016 and 2015:

2016 2015

(In Thousands)
Balances at beginning of year B2,602 £2,789
Additions 4194 1,338
Expirations/Application (1,127) (1,525)
P5,669 E2,602

25. Earnings Per Share
The following table presents information necessary to calculate basic earnings per share:

2016 2015 2014
(In Thousands)

a.  Netincome (loss) attributable to

equity holders of the Parent 830,427 (B262,453) $210,618
b. Weighted average number of
shares 2,378,638 2,367,149 2,367,149

Basic earnings per share (&/b) £0.01 (B0.11) £0.09
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26. Segment I nfor mation

Business Segments

The Group’s operating businesses are organized and managed separately according to the nature
of services provided and the different markets served, with each segment representing a strategic
business unit.

Theindustry segments where the Parent Company and its subsidiaries and associates operate are
asfollows:

e Holding company
o Real estate - property development and leasing
e Financial services - insurance and related brokerage

e Manufacturing and distribution - manufacture and distribution of beverage and ceramic tiles
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Financial information about the operations of these business segments is summarized as follows:

2016
Real Estate Manufacturing
Holding and Property Financial and
Company Development Services Distribution Others Total Elimination Total
(In Thousands)
Revenue and income B6,006 B740,178 B248,402 B40,308 B2,559 B1,037,453 (B360) B1,037,093
Cost and expenses (165,384) (864,414) (301,888) (77,645) (18,240) (1,427,571) 56,731 (1,370,840)
Other income (char ges) 304,463 (17,379) (2,336) 862 (3,669) 281,941 71,876 353,817
Income (loss) befor e income tax 145,085 (141,615) (55,822) (36,475) (19,350) (108,177) 128,247 20,070
Provison for income tax 308 12,486 2,348 (7,972) (55) 7,114 — 7,114
Net income (10ss) 144,777 (154,101) (58,170) (28,503) (19,295) (115,291) 128,247 12,956
Segment assets 4,536,835 2,289,280 689,220 754,882 47,155 8,317,272 (1,879,968) 6,437,304
Segment liabilities 2,137,053 776,421 443,928 333,725 202,865 3,893,992 (583,922) 3,310,070
2015
Red Egtae Manufacturing
Holding and Property Financial and
Company Devel opment Services Distribution Others Total Elimination Total
(In Thousands)
Revenue B50,935 B409,742 B247,881 B27,737 B6,140 B742,435 (B50,000) B692,435
Cost and expenses (34,713) (407,413) (238,053) (68,630) (15,642) (764,451) 7,476 (756,975)
Other income (charges) (225,793) 31,918 (5,207) 19,301 1,120 (178,661) (7,471) (186,132)
Income (Loss) before income tax (209,571) 34,247 4,621 (21,592) (8,382 (200,677) (49,995) (250,672)
Provision for income tax 186 7,282 3,746 246 104 11,564 — 11,564
Net income (loss) (209,757) 26,965 875 (21,838) (8,486) (212,241) (49,995) (262,236)
Segment assets 2,577,618 2,306,905 761,126 790,404 54,840 6,490,893 (2,029,820) 4,461,073
Segment liahilities 693,724 640,939 532,229 333,761 196,110 2,396,763 (681,933) 1,714,830
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2014
Red Estate Manufacturing
Holding and Property Financial and
Company Devel opment Services Distribution Others Total Elimination Total
(In Thousands)
Revenue B2,979 B552,562 B237,094 B22,526 B9,551 B824,712 = B824,712
Cost and expenses (25,637) (431,981) (248,836) (95,223) (18,671) (820,348) 4,339 (816,009)
Other income (charges) 2,972 289,438 (2,629) (5,899) (393 283,489 (4,339) 279,150
Income (Loss) before income tax (19,686) 410,019 (14,371) (78,596) (9,513) 287,853 - 287,853
Provision for income tax 95 83,432 1,232 (3,490) 681 81,950 - 81,950
Net income (loss) (P19,781) B326,587 (B15,603)) (B75,106) (10,194) £205,903 B- £205,903
Segment assets B2,641,421 B2,275,700 B891,177 £929,981 B50,624 B6,788,903 (P1,962,913) £4,825,990
Segment liahilities 690,675 602,730 671,888 323,446 187,110 2,475,849 (764,195) 1,711,654

Geographical Segments

The Group does not have geographical segments.
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27. Long-term L ease

On August 28, 1990, TPI, asubsidiary, through a Deed of Assignment, acquired all the rights,
titles, interests and obligations of Gotesco Investment, Inc. on a contract of lease of the land
owned by PNR for the Tutuban Terminal and wherethe TPI’s mall is located. The contract
provided for a payment of a guaranteed minimum annual rental, 12% escalation rate every two (2)
years, additional 210 million every two (2) years, plus acertain percentage of gross sales. The
lease covers a period of twenty five (25) years until 2014 and is automatically renewable for
another twenty five (25) years, subject to compliance with the terms and conditions of the lease
agreement.

On December 22, 2009, TPI renewed its lease contract with PNR for another twenty five (25)
years beginning September 5, 2014, the end of the original lease agreement. Related rent expense
charged to operations amounted to £264.74 million, £99.80 million and £90.82 million in 2016,
2015 and 2014, respectively (see Note 20).

As at June 30, 2016 and 2015, the aggregate annual commitments on these existing lease
agreements for the succeeding years are as follows:

2016 2015
(In Thousands)
Less than one (1) year B118,907 137,614
More than one (1) year but not more than
five (5) years 447,675 689,402
More than five (5) years 2,941,659 3,056,840
P3,508,241 E3,883,856

Group asa L essor

The Group has entered into commercial property leases on its buildings. These leases have
remaining terms of one (1) year to less than five (5) years. Renewals are subject to the mutual
consent of the lessor and the |essee.

Tenants are required to post security deposits, which shall be refunded, without interest, within
sixty (60) days after the expiration of the lease period, deducting the amount of damages to the
leased premises, if any. The table below shows the movement analysis of the carrying value of
noncurrent security deposits as at June 30, 2016 and 2015, respectively.

2016 2015
(In Thousands)
Undiscounted amount at beginning of year B14,565 £10,241
Additions 2,626 4,324
17,191 14,565
Discount on security deposit:

Balance at beginning of year 1,275 1,121
Addition 899 445
Accretion of interest (529) (291)
Balance at end of year 1,645 1,275

Net carrying value 15,546 £13,290

The discounted amount of noncurrent rental deposits amounted to P15.55 million and
£13.29 million as at June 30, 2016 and 2015.
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Accretion of interest for the fiscal year ended June 30, 2016 is included under “ Other Income
(Charges)” in the consolidated statement of income.

2016 2015

(In Thousands)
Beginning of year B1,181 £1,107
Additions - 446
Amortization - (372)
Balance at end of year B1,181 B1,181

The excess of the principal amounts of the rent deposits over the carrying valuesis presented as
“Deferred rent income” in the consolidated statements of financial position. Deferred rent income
is amortized to rent revenue in the consolidated statements of comprehensive income over the
lease term using the straight-line method.

The table below shows the movement analysis of the carrying value of deferred rent income as at
June 30, 2016 and 2015:

2016 2015
(In Thousands)
Beginning of year B1,181 £1,107
Additions - 446
Amortization - (372)
Balance at end of year B1,181 B1,181
The amounts of deferred rent income were distributed as follows:

2016 2015

Current portion B645 B389
Noncurrent portion 536 792
P1,181 E1,181

The current portion of the deferred rent income was included in “ Accrued expenses and others’
under “ Accounts payable and accrued expenses’.

28.

Provisions and Contingencies

The Group is contingently liable for lawsuits, claims and assessments, which are either pending
decision by the courts or under negotiation. Management and its legal counsels believe that the
eventual outcome of these lawsuits or claims will not have a material effect on the consolidated
financial statements. It is possible, however, that future results of operations could be materially
affected by changes in the estimates or in the effectiveness of the strategies relating to these
proceedings. Total provisions recognized amounted to B251.15 millionin 2016 and nil in 2015
and 2014. Rdated liahility recognized as at June 30, 2016 and 2015 amounted to £251.15 million
and nil, respectively (see Note 16).

Other information normally required under PAS 37, Provisions, Contingent Liabilities and
Contingent Assets, are not disclosed as they may prejudice the Group’s position.
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On March 15, 2016, management announced its plans to evaluate and assess the Group’s
performance, including initiatives to effectively transition and turnaround the Group. In
September 2016, management announced its intention to restructure the Group to remove certain
redundancies.

29.

Share-based Payments

In 2015, the Group introduced the ESOWN Plan (the Plan) wherein grantees (employees within
POPI Group) may subscribe in whole or in part to the shares awarded to them based on a
discounted market price, but in no case lower than the par value, that was determined at grant
date. The grantees paid for the shares subscribed through installments over a maximum period of
ten (10) years. To subscribe, the grantee must be an employee, officer or director of the Group as
of June 30, 2015. In casethe grantee resigns, unsubscribed shares are cancelled and returned to
the plan pooal, while the subscription payments may be converted into the equivalent number of
shares. In casethe grantee is separated, not for cause, but through retrenchment and redundancy,
subscribed shares may be paid in full, unsubscribed shares may be subscribed, or payments may
be converted into the equivalent number of shares. In casethe grantee retires, the grantee may
subscribe to the unsubscribed shares anytime within the ten (10)-year period. The plan does not
allow sale or assignment of the shares.

The BOD of POPI approved the allocation of 32 million shares for ESOWN plan which will be
taken from the remaining unissued shares (with grant date in 2016) and the increase in authorized
of stock of POPI, which was approved by the SEC in July 2016 as discussed in Note 1.

Thefair values of these options are estimated on the date of grant using the Cox-Ross-Rubenstein
option pricing model.

The assumptions used to determine the fair value of the stock options are as follows:

Share price at date of grant B1.76
Risk freeinterest rate 4.0915%
Annualized volatility 56.00%
Annual dividend yield 0%
Exit rates
Termination for cause 0%
Voluntary Resignation 0.1462%
Involuntary Separation 0.1462%

Theresulting personnel expense recognized in 2016 amounted to B27.47 million
(see Note 20).

30.

Financial Risk M anagement Objectives, Policies and Capital M anagement

The Group has various financial instruments such as cash and cash equivalents, receivables,
amounts owed by/to related parties, AFS financial assets, FVPL investments, deposits under other
current assets and subscriptions payable. The main purpose of these financial instrumentsisto
raise funds and maintain continuity of funding and financial flexibility for the Group. The Group
has other financial liabilities such as accounts payable and accrued expenses and rental and other
deposits, which arise directly from its operations.
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The main risks from the use of financial instruments are credit risk, liquidity risk, foreign currency
risk, equity price risk and interest raterisk. The Group’s BOD reviews and approves policies for
managing these risks as summarized below.

Credit Risk
The Group's credit risk originates from the potential 1oss arising from any failure by
counterpartiesto fulfill their obligations, as and when they fall due.

The Group trades only with recognized, reputable and creditworthy third parties and/or transacts
only with institutions and/or banks which have demonstrated financial soundness. It isthe
Group's policy that all customers who wish to trade on credit terms are subject to credit
verification procedures.

The Group’s gross maximum exposure to credit risk of its financial assets, which mainly comprise
of cash and cash equivalents, excluding cash on hand, receivables, amounts owed by related
parties and AFS financial assets arises from default of the counterparty which has a maximum
exposure equal to the carrying amount of these instruments at reporting period.

Credit quality of neither past due nor impaired financial asset

The credit quality of financial assets is being managed by the Group by grouping its financial
assets into two: (a) High grade financial assets are those that are current and collectible;

(b) Standard grade financial assets need to be consistently followed up but are still collectible.
The tables below show the credit quality by class of financial assets based on the Group’s credit
rating system:

2016
Neither past due nor impaired Past due or

Standard individually
High grade grade impaired Total

(In Thousands)

Loans and Receivables:

Cash and cash equivalents £1,306,884 B- B- £1,306,884
Receivables:
Trade debtors 24,480 - 88,408 112,888
Insurance receivables 231,993 7,876 157,208 397,077
Loansreceivable 1,467,859 - - 1,467,859
Others 57,698 - 198,856 256,554
Deposits (under “Other
noncurrent assets’) 18,992 - 408 19,400
AFSFinancial Assets:
Listed equity securities 979,685 - 538,403 1,518,088
Quoted debt securities 300,489 - - 300,489
Unquoted debt securities 10,820 - - 10,820
Nonlisted equity securities 106,420 - - 106,420
Financial Assets at FVPL 12,703 - - 12,703

24,518,123 27,876 £083,283 £5,509,282
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2015
Neither past due nor impaired Past due or
Standard  individually
High grade grade impaired Tota
(In Thousands)

Loans and Receivables:
Cash and cash equival ents B151,035 B- B- B151,035
Receivables:

Trade debtors 8,118 33,429 95,066 136,613

Insurance receivables 400,122 - 16,168 416,290

Others 26,758 3,838 195,077 225,673
Deposits (under "Other

noncurrent assets') 19,338 200 99 19,637
AFSFinancial Assets:

Listed equity securities 713,908 - 535,288 1,249,196

Quoted debt securities 258,206 - - 258,206

Unquoted debt securities 16,405 - - 16,405

Nonlisted equity securities 518,889 - - 518,889
Financial Assets at FVPL 27,992 - - 27,992

£2,140,771 37,467 £841,698 £3,019,936

The tables below show the aging analyses of financial assets per class that the Group held as at
June 30, 2016 and 2015. A financial asset is past due when a counterparty has failed to make
payment when contractually due.

2016
Neither past Past due but not impaired
duenor Lessthan 31to60 61t0 90 Over Individually
impaired 30 days days days 90 days impaired Total
(In Thousands)
Loans and Receivables:
Cash and cash equivalents  £1,306,884 = = B- B- B- P1,306,884
Receivables:
Trade debtors 24,480 2,651 3,254 1,909 14,083 66,511 112,888
Insurancereceivables 231,993 9,448 367 8,864 97,122 49,283 397,077
Loansreceivable 1,467,859 - - - - - 1,467,859
Others 57,698 204 - - - 198,652 256,554
Deposits (under "Other
noncurrent assets') 18,992 - - - - 408 19,400
AFSFinancial Assets
Listed equity securities 979,685 538,403 1,518,088
Quoted debt securities 300,489 - 300,489
Unquoted debt
securities 10,820 - - - - - 10,820
Nonlisted equity
securities 106,420 - - - - - 106,420
Financia asset at FVPL 12,703 - - - - 12,703
P4518,123  P12,303 B3,621 P10,773  P111,205 853,257  P5,509,282




2015
Neither past Past due but not impaired
duenor Lessthan  31to60 61to 90 Over Individually
impaired 30 days days days 90 days impaired Total

(In Thousands)
Loans and Receivables:

Cash and cash equivalents P151,035 B- B- B- B- B- P151,035
Receivables:
Trade debtors 41,547 4,206 604 169 1,321 88,766 136,613
Insurancereceivables 400,122 - - - - 16,168 416,290
Others 30,596 - - - 2,541 192,536 225,673
Deposits (under "Other
noncurrent assets") 19,538 - - - 76 23 19,637
AFS Financial Assets
Listed equity securities 713,908 - - - - 535,288 1,249,196
Quoted debt securities 258,206 - - - - - 258,206
Unquoted debt
securities 16,405 - - - - - 16,405
Nonlisted equity
securities 518,889 - - - - - 518,889
Financial asset at FVPL 27,992 - - - - 27,992
B2,178,238 £4,206 B604 P169 B3,938 B832,781 £3,019,936
Liquidity Risk

Liquidity risk arises when there is a shortage of funds and the Group as a consegquence could not
meet its maturing obligations.

In the management of liquidity, the Group monitors and maintains a level of cash deemed
adequate by the management to finance the Group’s operations and mitigate the eff ects of
fluctuations in cash flows.

The tables below summarize the maturity profile of the Group’s financial assets and liabilities as
at June 30, 2016 and 2015 based on contractual undiscounted payments:

2016
On Lessthan 3to6 6to 12 Over
demand 3 months months months 1 year Total
(In Thousands)

Loans and Receivables: £1,306,884 - - - - 1,306,384
Cash and cash equivalents

Trade debtors 112,888 - - - - 112,888

Insurancereceivables 397,077 - - - - 397,077

Loans receivable 1,467,859 - - - - 1,467,859

Others 254,824 - - - - 254,824
Amounts owed by related parties 1,729 - - - - 1,729
Deposits (under "Other

noncurrent assets') 19,400 - - - - 19,400
AFS Financial Assets

Listed equity securities 1,518,088 - - - - 1,518,088

Quoted debt securities 300,489 - - - - 300,489

Unquoted debt securities 10,820 - - - - 10,820

Nonlisted equity securities 106,420 - - - - 106,420
Financial asset at FVPL 12,703 - - - - 12,703

B5,509,281 B- B- B- B- B5,509,281

Accounts payable and

accrued expenses £436,764 50,947 21,565 134,713 B- 643,989
Subscription payable 481,675 - - - - 481,675
Rental and other deposits 97,554 16,192 14,160 13,456 90,070 231,432

21,015,993 B67,139 B35,725 P148,169 P148,012 P1,357,096
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2015

On Lessthan 3t06 Over
demand 3 months months 6 to 12 months 1Year Total

(In Thousands)
Loans and Receivables:

Cash and cash equivalents P151,035 - - - - P151,035

Trade debtors

Insurancereceivables 136,613 - - - - 136,613

Others 416,290 - - - - 416,290
Amounts owed by related parties 224,039 - - - - 224,039
Deposits (under "Other - - - -

noncurrent assets") 1,634 1,634
AFS Financial Assets 19,637 - - - - 19,637

Listed equity securities - - - -

Quoted debt securities 1,249,196 - - - - 1,249,196

Unquoted debt securities 258,206 - - - - 258,206

Nonlisted equity securities 16,405 - - - - 16,405
Financial asset at FVPL 518,889 - - - - 518,889
Loans and Receivables: 27,992 - - - - 27,992

£3,019,936 B- B- B- B-  P3,019,936

Accounts payable and

accrued expenses B525,926 B54,949 $68,798 B- P128 B649,801
Subscription payable 481,675 - - - - 481,675
Rental and other deposits 50,241 15,555 77,554 4,880 86,606 234,836

P1,057,842 B70,504 P146,352 £4,880 B86,734  P1,366,312

Foreign Currency Risk

The Group’s foreign currency risk results from the foreign exchange rate movements of the
Philippine peso against the United States dollars (USD), European Monetary Union (EUR) and
Great Britain Pound (GBP). The Group's foreign currency risk arises primarily from its cashin
banks and trade payables.

The Group monitors and assesses cash flows from anticipated transactions and financing
agreements denominated in USD, EUR and GBP.

table bdow summarizes the Group’s exposure to foreign currency risk as at June 30, 2016 and
2015. Included in thetable are the Group's assets and liabilities at carrying amounts:

2016 2015
Foreign Peso Foreign Peso
Currency Equivalent  Currency Equivalent
(In Thousands)

Financial Asset:
Cash in banks
uUsD $2 Bo4 $22 1,009
Short-term investments
uUsD - - 35 1,578
Financial Liability:
Accounts payable
usD 2 94 2 80
EUR 1 51 1 50
GBP 1 37 1 42

Net financial assat $- B- $53 2,415
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As at June 30 2016 and 2015, the exchange rates of other currencies to Philippine Peso are as
follows:

2016 2015
usD B47.06 B45.09
EUR 52.25 50.80
GBP 63.06 71.13

Thefollowing table presents the impact on the Group’s income before income tax due to changes
in the fair value of its financial assets and liabilities, brought about by a reasonably possible
changein the foreign currencies/P exchange rate (holding all other variables constant) as at

June 30, 2016 and 2015.

Increase/ Effect on income
decreasein (loss) before
currency rate income tax
(In Thousands)
2016
ush +0.55% B-
-0.78% -
EUR +1.40% (1.00)
-0.96% 0.95
(forward)
GBP +1.04% (.61)
-3.07% 1.80
2015
uUSsD +0.41% 22.79
-0.65% (36.13)
EUR +2.34% (2.30)
-1.30% 1.28
GBP +1.98% (1.16)
-1.41% 0.83

There is no other impact on the Group’s equity other than those aready affecting the consolidated
statements of income.

Equity Price Risk

Equity pricerisk istherisk that thefair values of equities decrease as the result of change in the
levels of equity indices and the value of individual stock. The equity pricerisk exposure arises
from the Group’ s investment in stocks. Equity investment of the Group is categorized as AFS
financial assets.

The Group measures the sensitivity to its equity securities by using Philippine Stock Exchange
index fluctuations and its effect to respective share prices.

The Group's policy is to maintain therisk to an acceptable level. Movement of share priceis
monitored regularly to determine impact on its financial position.
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The basic sensitivity analysis assumes that the stock’s standard deviation on its historical yield for
the past one year provides the basis for reasonably possible changein prices of the stock
investment. The Group establishes the relative range of stock investment yields based on
historical standard deviation for one year.

Thefollowing table demonstrates the sensitivity to reasonable possible change in equity prices,
with al other variables held constant:

Changein Equity Effect on
price index Equity
(In Thousands)
2016
Upper Limit +18.42% P28,435
L ower Limit (18.42%) (28,435)
2015
Upper Limit +11.59% B34,677
Lower Limit (11.59%) (34,677)
2014
Upper Limit +17.62% 232,049
Lower Limit (17.62%) (232,049)

Theimpact on the Group’s equity aready excludes the impact on transactions affecting the
consolidated statements of income.

Capital Management

The primary objective of the Group’s capital management is to optimize the use and earnings
potential of the Group’s resources and considering changes in economic conditions and the risk
characteristics of the Group’s activities.

The Group manages its capital structure and makes adjustmentsto it in light of changesin
economic conditions. To maintain or adjust the capital structure, the Group may adjust the
dividend payment to shareholders, return capital to shareholders or issue new shares. No changes
were made in the objectives, policies or processes as at June 30, 2016 and 2015.

As at June 30, 2016 and 2015, the Group considers the following accounts as capital :

2016 2015

(In Thousands)
Capital stock P2,130,576 B2,069,912
Additional paid-in capital 829,904 829,904
P2,960,480 B2,899,816

The Group is not subject to externally imposed capital requirements.
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31. Financial | nstruments

The following method and assumptions were used to estimate the fair value of each class of
financial instruments for which it is practicable to estimate such values at June 30, 2016 and 2015
are set out below:

Cash and Cash Equivalents
The carrying amount of cash and cash equivalents approximates its fair values due to the short-
term maturity of this financial instrument.

Receivables, Accounts Payable and Accrued Expenses and Amounts owed by Related Parties
The carrying amounts receivables, accounts payable and accrued expenses and amounts owed by
related parties approximate their fair values due to their short-term nature.

Rental and Other Deposits

Current portion of rental and other deposits the carrying amounts approximatesits fair value due
to the short-term maturity of this financial instrument. The fair values noncurrent security deposit
recorded under ‘Rental and other deposits’ are determined by discounting future cash flows using
the applicable rates of similar types of instruments.

AFSFinancial Assets

AFS equity financial assets that arelisted are based on their bid prices as at June 30, 2016 and
2015. AFS debt financial assets that are quoted are based on market prices. Unquoted debt and
nonlisted AFS financial assets are based on latest available transaction price at the end of the
reporting period.

Financial Assets at FVPL
Listed equity securities designated as financial assets at FVPL are based on their bid prices. .
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PART | — FINANCIAL INFORMATION
Item 1. Financial Statements
Please see attached.
Item 2. Management Discussion and Analysis of Financial Condition and Results of

Operations

Review of 1Q 2017 operations vs 1Q 2016

For the first quarter of fiscal year 2017, Prime Orion Philippines, Inc. (“POPI" or "the Group") reported a
consolidated net income of P11.0 million compared to P494.9 million net income last year. Income last
year was mainly attributable to the gain on sale of investment properties in Mandaue, Cebu City and
Sto. Tomas, Batangas.

Consolidated Revenues amounted to P173.9 miliion from P346.7 millicn last year. The decrease in
revenues was due to the sale of real estate |ast year. Rental revenue improved by 4% due to increase
in occupancy. Revenue from insurance business decreased by 6% as net premiums earned on motor
car business and property insurance dropped by 9% and 11%, respectively.

Total Cost and Expenses was lower by 50% as last year included the Cost of Real Estate Sold.
Operating expenses decreased by 33% due to lower professional fees, personnel expenses and taxes
and licenses. Likewise, Underwriting Costs was down by 16% due to lower claims and losses. Cost of
goods sold and services increased by 9%.

Tutuban Properties. Inc. (TPI)

TPI registered a net income of P8.4 million during the quarter compared to a net loss of P3.4 million for
the same period last year. Revenues from mall operations was flat at P98.0 million. Rental revenue
from retail spaces improved by 6% but was negated by lower income generated from exhibits and
promotional activities.

Cost and operating expenses decreased by 8%, from P103.3 million to P95.2 millicn due to lower
professional fees and personnel expenses.

Lepanto Ceramics, Inc. {LCI
LCl posted a net loss of P2.5 million, lower compared to same period last year's net loss of P9.5 million

due to the increase in rental income from leasing warehouse spaces.

FLT Prime Insurance Corporation (FPIC)

During the quarter, FPIC recorded a net income of P2.5 million compared to last year's net loss of
P2.7 million. The positive bottom line was on account of lower Insurance Claims and Losses and general
and administrative expenses which decreased by 15% and 16%, respectively.

Financial Condition

Total Assets of the Group remained at P6.4 billian as of 30 September and 30 June 2016. Decrease in
Receivables was due to transfer of loan receivables to Advances to related parties. Increase in
Investment Properties was on account of improvements in Tutuban Center.

The decrease in Total Liabilities was mainly due to reclassification of Deposit for future stock
subscriptions into Equity. Unrealized valuation loss on Available-For-Sale (AFS) investments represents
decline in its market value as of the reporting period.



Financing Through Lxans

A5 oAl A0 Septerhbeer 2006, the Graug FAS ng Julsiandag loan o any hnang alinstioiion,

Thw 1ap 5 Hey Perlorimance Indicalsrs of e GroUp are as follows

Ratins Farmila __A0-5ep-1B 0-Sep-15 #H-Jun-16
Curanl Sate Jeyrrand AESElS 3774 4,371 11
Cumenil liskaities B,023 39 ¢ 1,055 €65 o331 TROLENH S0, 108 E Ak TES
[lukA b FQuiy
Rallo Todal Liaklllpre L4341 0.524:1 1.06:1
Eguity 19210061 < 425012 1.893,00 02,033,909 3,310,070 307T2AES
Caprs|
AtenLacy Fiin EqLity DE=11 D0.Ed5.% Dave]
Teois: AsEats & 425014 F 6402 252 232909/ 4 057 007 | LOTISEE B4 3T A0
Brok YalLe par
Shaire Enuiy q.4qr 1323 129
Total ¥ ol shares A4S 014 ATELIE 0 3 130 M 12 257 150 U7 5D 12 ST G
] i
Inme pe 1
Share Mel game 002 Q.21 C0Os
Tela ¥ of Shares 11,7804 BFE 630 i 17402 26T 148 128086/ 2 376 625

Current rahie abawr e Croup's ahilly 1o mest [k ahad lemn financial cblipation. &s of 20 2eprembear
016, the Groug has P4 77 wodk of carrar] assats for ever peso cf corsent ianllitlns 35 garpa sed o
F2.11 az of 30 June 2016, The Growp has suficicn] current osscks b support Hs oarrent liabililics as of
the perioc.

Db o Equily rafio ndFeales IRe exdent of Ihe oL s debtwh ch s covened by sharetolders fund. I
reflects the relelive posilion of the equily bolders. The higher tha ratio, the gréaler ho risk bBeing
asturtd By (he crdibors A lewee rafie geneeeally iadicatos goeator 2ang leren Cinancial safetly. Compared
ko 30 June 201G, debt ba eqaity ratio improved 10 70.43 o5 a result of he corversicn of Goepesit bar Puture
elack sutscnplon bo Equity.

Capital Adequacy Ralio is camplied Ly dwading dhe 1otal Siocnoklets’ Fowily asar 1013l Assets, |t
messursa the financia: strength of the Company. &5 of 30 Seplermber 2016, e Group's Capial
Aabequacy Haley 50 B9 eorrgaannd 10 1388 year's 0L INncrease was atirbutable 1o the subscription of
fveala Lend, Ine. during the peried.

Book value per shate rreasures The recoverable amaunt Inthe event of liquidaticon if ss=ets ane realized
al book velue, A of 30 Seplombaer 2016, [he Graup 3 book walue por shaee of 20,907, 44% hgher
compared 1o 20 June 216,

Ingome per share is caloufied by dividing qct incarne by Lhe weictilad awerage nomber of shares
izzued and oulstanging. As of 30 September 2016, 18 Group raported a FOOD2 incoma per share a%
cormpaeed I PO P00 25! Year,

{1} Any known trands, damands, cormmilmanis, evaqts or pncerainties that will hawve s
materigl impact o Issuers aaility,

Thaie Br2 il knawn brenda or any krowm deTands, comrlbmants, Everss ar uecedanbas shal wal
ragult ir. or [had ara reaeonabhy kel 10 reault in Ihe Compery are b5 sucs dlanes’ liguidily neoessicy
o doereasing in amy malerial way



(i7)

(ifi)

{iv)

(v)

(vi)

(vii)

(viii)

Events that will trigger direct or contingent financial obligation that is material to the
Group, including any default or acceleration of an obligation

There are no known events that will trigger direct or contingent financial obligation that is
material to the Group, including any default or acceleration of an obligation,

Material off-balance sheet transactions, arrangements, obligations (including
contingent obligations), and other relationships with unconsolidated entities or other
persons creafed during the reporting period.

There are no known off-balance sheet transactions, arrangements, obligations {including
cantingent obligatfons), during the period.

Any material commitments for capital expenditures, the general purpose of such
commitments, and the expected sources of funds for such expenditures.

The Group has not entered into any material commitment for capital expenditure.

Any known trends, events or uncerfainties that have had or that are reasonably
expected to have a material favorable impact on net sales or revenues or income

from continuing operations should be described.

There are no known trends, events or uncertainties that have material impact on net
salefrevenuesfincome from continuing operation.

Any signhificant elements of income or loss that did not arise from the registrant’s
continuing operations.

The Group did not recognize income or loss during the period that did not arise from
continuing operations.

Causes of Any Material Changes from Period to Period of F§ which shall include
vertical and horizontal analyses of any material item (5%).

Causes of any material changes from period to period of FS is included in the Financial
Condition.

Any seasonal aspects that had a material effect on the financial condition or results
of operations.

There are no known seasonal aspects that had a material effect on the financial condition
or results of operations.

Breakdown on the contribution of POPI's subsidiaries (on a per type of
business basis)} to POPI's net income as provided below:

Parent Company (Holding Co.) 107.48%
Real estate and property development 75.59%
Financial services 21.04%
Manufacturing -20.67%
Others -83.44%

100.00%




SIGNATURES

Purzuanl b3 [Re equimments of the Securfies Requiatlyn Code, T @seer has duly caussd this
repid cnds Behall by ke undersigred therecnta duly aulborizen.

lssvar:

FRIME QRION PHILIPFIN .
Eyi
D -t
HIME L. FE -FARAL FH A BESTRELLA B, HEVILLA
Fasislant Coyporabe Becrsi Chied Fivange OiFiger
Date: T4 Mavember 2016 Lale: 14 Howsmbar Z06

|EECITS Skl ek my dpca-170



_ PRIME ORION PIILIPPINGS, INC. AND SUBSIDIARIES
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I3 amd 5 abica bed - 3878052123 shoees (e ofsubecrasanz
morivable wlF2, 122,814 10 PI4E, 052 as af Seplemnber 30, 20060
ard 1zne Ad, o) X188 B2 2,150,574
Fulilivnal paid-in maital 1,550, 554 B25 HA
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Tredsury shams [2L918] 121,971
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Lhirggll ped waluminan g3n | Bssas) s AFS fingnclal asses b ey ] (A0
Luss vn reesuzemenl of rLirenwnd baeedid Eahbilily [0, L35 [Ar X TELR
Retaingd eumiaps C[arcits 13201 L4] (5d0, | &)
4423014 10T ABS
Maw-Lancepllimp 1inerasts 55511 34,065
‘Tatn] Equicy L 4420677 L1215
TOTAL LTARILITIES ANTF EQUITY Fﬁ.ﬂ-ﬂlg P'{i.-l!_:i-?.-“ll:lﬂ-

Spe ancomonaung Waes 0 Caeraiines Amagelal v e



FIUME ORION FHILITTINES, INC. AND SUBSIIHARITS
UNALUDITED CONSOLIDATED STATEMENTS OF INCOME

[Amuants in Thousands, Except Earnlugs Per Share)

Thrae Moenths Ended Soprembor 30

LG 2005
REYFNTIE
Remtal arul glher charges (ke L2) F100 454 HLUE 15
Tnzurmrcs poeradrm: aid samrlazions - el £1.4149 £0,524
Bt vuer s 400 LT
InL=mest inziwma an ATA Minancial asses Ceate B) 230H ERA I
Tividrrd “nromes [oles %) fdf T
Ciki on sale af AFE [naatial assets Moau ) 250 113
Mechandise sales 172 28T
Rea! nglatn gins — 72,5l T
_ _ 173,492 146 HED
COETE AMD EXFPEMSES
Cioar ol posds =0ld ard services 4, 245 O, 140
Clperatiag expens=s (Mae 200 &, 056 BCTET
Corimisiima nrd athcy wndoivencing s psise 3114 45 021
sl ol rezl estale suld - 143, T4
175,657 250,63
OTHER INCOME {{CTTARGES)
Inicest incame anc bank charges - fet 11,008 %
Laain [lnse] or sabe of propesy, plonn ared Sqaipmen (ore 13% LAIG (1,729
Fremrsal of prowlsion 1or it v lasses 143 -
ForelEn exekange fin 3 i}
ia om sale aTicvesiimenl greperty (Mo 123 - 403, TH2
Less ondspass | of Ninanciz| aseas a0 FY2L (b %) - 12480
L'necal lzee 19¢2 an Linkrcial asseis at BWT 1L (Mees By {d] (1713
nhars el CAAdn, 1,333
11336 U3 333
IMCME BEFORE IMNCDRILE TANX 15,621 14,577
FROYVIEION FOR INCOME TAX LK18 301
SET INCOME Fl11.T32 B4d4, 174
ATTRILUTALRLFE TO:
T.mily hnicess af the Farem 11,040 Pdad 234
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FI1.7%2 Fd9d 914

CARMNINGS PER SEALRE [Muls 22)
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FRIME ORION PHILIPPINES, INC. AND SUBSIDIARIES

UMALDITED COMNSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
tAapnts in Thousands)

Three Maonths Ended Septernber 30

16 20i5
MET INCOME RI1,792 PAL 174
OTHER COMPREHENSIVE INCOME
thhei crbipirzficerive inceme o be reciossifed fo
Brofit e fovs In ralbswgers parios
Unrealized valuation gainks om AFS Lnancial

aszats [N B) {52.715) (&% Ted)
TOTAT. COMPEEHENSIVE DNCOME {(LOSS) (R 0, B3] BALS 2100
ATTRIBUTAELE TO:
Equity holders of (he Paient (PSh, 1210 51,551
Mon-contralliap inteessts 15,197 [5,143)

(P AT BFa43.410
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PRIME OFION PHILIPPINES, INC. AND SUESIDIARIES

IINAUDITED CONSOLIDATED STATEMENTS OF CAS1I FLOWS

(Amennts m Thousands}

Theee Mnnths Ended

Eeplvanber 31
216 _ iy
CASH FLOWS FROM QPEHRATING ACTIVITIES
Inearre 2efurc mecme 0% ] R4 R334, 577
Acljustment fiar
Dezreziation and amtetisnoen (Makes 12, 13 and 14) 12,236 20,209
Aooouns Friacn off 3 -
Prearigion far impairmeng losses on:
ILece ivahles [ Mote 5] AR5 113
{iekwr surenl asgels 4 _
Zeweraal af paewgian far inventoey lesses [133)
Rolivcmont bonsfals caponsc 3,0 4. 5H
Tnterest ircoerm: (ld,s2a 4454
Logs (Gain} oo sale oft
Froperty, pland ard equizosen (Mae 13] (1515 1,778
Investmend preperty (foie 12] - b )
AFS finanzial assers [Mote §) [T [186)
Dividenc incarne Moo B [Gd5] (77T
Less an digpo=zal of FVPL invecimende - J43
Tnesrest caperes and hank chargss 1,311 Gn3e
Jrorealiced lareign excHange losses [E'_IIHF:I- -nt [ (713
Cperaking ireonic lxss) befors wocking eapize. changes pr AL 18310
Tiaereazs [irereagel in:
Lezzrables bATh 1S 5 56T
Ireerinres [H9 1412
Foeal eziate keld forsale ard develapraent 110,133
Hhies conecall aysedy [3.%67) 14,5414
Irerense (decres e in
feceowniy payabls and acorued expoisca 16,967 (33,711
Aeuel and uther e=nsiis ¥2,99%) [23Th
et paah dlews penersred from (ueed in) aperat cog 498 708 113,74
It lv=esd Teccived | BN 4484
Troene L il - ()3
(riurest paid . LN _las®
dheLcash Mows From {uged m} tperating aciivines FI,512 02U 17l

[Foreard)



Three Months Enoded

Seplember 30
inle L3
CASH FLOWS FROM [NYESTING ACTTVITIES
Ciib i hatians paisl F- [¥I2Y.99T)
Frocecds foorm sale pf
Tnveslmient proaeryy M ele 124 - 423,961
FWFL inveatsenes - 0,645
ATFE finencial assels {Moe B s 5,062
Frogery, planc and equipnie e LEIE o05]
.‘l.tql.'li:u'il;lr_:. nt;
AFA finanal sispelg {idree By TSR (A2, 534
Treeouimicnc proparies d Mg 12) (07,510} (2882
Frogerty, plant a:d equimnent (Huee 173 (54,515) (2,495
Sefvaare o JWede [4)) [LEEY) [aE1
Lrrcecase (incread] in:
Crrhey noncurenl aaswia 11,3065 =B
4 mounts awed by relsied pedics (1,292, 0 [4B%
FVEL investments ] 2
Liwi slencls wezeiver [Mobe & B m
Mt cash flows Tra: [Lsed Tn} investing aelivisies - {1 AGR,Z1R} {15,047
CASH FLOWS FROM FINANCING ACTTVITIES
Colleclion of subscriolion xecgivables 249 12,003
Movemen: of ad=itiona. paid-in capital (1,5M _ -
B ik Doves fromt Blanciag aclivites 112,253} 13,000
WET INCREASE I CASH AND CASH
EFQUTVALEMTS 11,514 11,354
CASH AND CASH EQUIVALERTS
AT BEGIMNING OF YEAR o 1.30E.FR4 15L,Yn3

CASH AN CASH EQUIVALTINTS
AT ENTOF YEAR (Molz 4) ®1 338 422 L THEE:




FRIME OR10N PHILIPPINES, TNC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Thforvea lon ed Sialos of Operatiens

Carparale [nfomaetion

Prime Ctrion Philippines, Eoc. {POFPT; Uhe “Parcel Company'™) wes incorpauated and vegiztered with
the Thilippiaig Secunilies end Exchenge Comnnssion {3EC] oo May 19, 1939, The Parent
Compingy s Tepestered o Mos addness @5 al 20h Floor LEC Tower, 650 A yals Avenve, axati City.
The Parca: Company's primany pumose a8 b acquire by pochase, exchacge, azsign, donale or
agtherwise, ond ‘o bnld, ean and wze, far invest=ren? or otherwize and o zell, azsipn, teanszler,
excliange, lease, develop, nctiaze, pledgae, iraffic, deal u: and with, and olherwise operate, eapoy
and disposss of woy 20 all properties of evere kind and description. and swhersver sitnated, as aod to
the cxlent peraited by law, incloJusg but net Limited 1o, buikdings, ‘oocoients, warchouses,
facencies, edifices and s1rucnnes and other imirovamants, @l boncks, debza e s, prognssney qoles,
shares af capital stock, nc atler secunties and ckligasions, created, negabated or tssued by ony
corporalion, gsanciarion, or nthar ectity, doshestie ar fargipn.

Prime Groa Failippines, Inc and 05 svbenliarss, collscively refecred to g “he Goovp™, e
principal buzinesa interests in belding companics, 1eal esiate and pooperty doveloguncrt, fitancial
services and distrilurion {aee ot 21,

i 1 HlInE
Oy Decerber 23, 2011, Lepanto Cerarizs, lne, (LET, & wholly-owned subsidiacy, Nled 2 Telitan
for Rehahi:itation {FE] o anest LTS contomiag lznancial lagses S the pagi several years il o
enable it to eventyally mest i naocial obhigaiens 1 iz crediocs, Adler o senes of court-zppooved
amendirents 2o the rehabilialion plan, on Januware i, 2013, the pehabilitition receiver jssced a
Motice to Creditors that tae pay-aul o7 elaims would commereeab Jamary 21, Z00 3,

Um Xay 29, 2014, LCL {ied 8 Molcn for lerminawon ol Rehabilitation Praceedings, steting that
LT has subalancially accomplished che tasks acd conditions of the anended 2 vesoated
rzhabiltatics pla, O Adzusl 2E, 201e, the courl pranted LC1s Motion for Terminanen of
Fehibiisation Proces!ings and deciared LCI s supcessFul rehabilitation.

Menenvet, wilh fie total Efliee of he smport safepiends foe ceaarod 1iles begapming 2010, T.CT
susperded 165 mmdaulacivoiog opertans o1 202 and stacied realing ol its worshouses 1o fuly 2014,
In EBeptember 2016, the Boarc of Birectars (BD] and stockhaléers oELCT approved the amend ment
of TC)%s Asticles of Incarpatacion (ACH), specifizally, the changs i its corporsle nane o Lepanio
Dremrelopent Cioration and chaoge inoly primacy purpose o sfets that it can parchees, acyuire,
cwin, lease, soll and convey eeal proportics sccliwg luads, beildings, Jactoties and walchkauses and
machineries, eqoapmen: angd nther persamel poopeices a: may e necessoy o ncidental o 11e
conduct of ‘ha corperats business, and ta poy 10 cash, shasss of its capital stock, debentures ansd
otier evidencss of indebtedaess, nr other secucies, 85 may be deemed capediznl, for any hesiness
of propoity acquired Ty £ gorporatinn,

In Seplember 2002, corlain property and equipment and investment properiss of Toluan
Properties, Inc. (TP, & wholly-camed subsidiury) were damaged by Lee. FLT Prume Insurance
Corporaticr. (FFIC), 1k foa-t:dz intumwee pebcy provider erd alio o mejooty-owned subsidiacy of
POFT, vevogaizeal e ingicden o5 2 7rg Inss evenl, The ivsurange policy wiz sty ceded Ly
FPIC o thied pacty reinsuress,



On April 1, 2005, TP signed a Monsarandwng of Thaleakanding (OTN wid) (e Tepadment of
Trirsportition end Commusnzcasion (DOTC] and Philippine MNzdonal Raibways (PRI ta formalize
the agecrmen e cuvperdle in the finalizetion and implementation of plane 1o > ooh-South Railway
Froject (MBEI") williin @ pericd of six (0] months. Tas NSEP invalves construcion ol thc Xach
Line (Bulacan 1o Tutuban] and Sowth Line (Tundban 19 Albay) with the oansfer statdon located at
Tuwban Cemer. In 2016, discussinas on the icnplementaioe of 1 NSEP among DOTC, PR and
TPl are= oo-mooog

Crn Tensuery 13, 2015, the Insuranee Commission {100 dssued Circular Moo 20030200 wdvich
provided clari3cution of U provisions of Seations 1944, 187, 200 aad 23% al the Amended Tigurange
Caode te etsure lhe catipliines with the minimum cepitalzation and oot waorth requicemenis by he
insuranse companies. The Parent Cempiey is commitier 1o infise the necessany capital ‘o comply
with the TC°5 requisenseans for FIFIC fur 2013 While mamigecent 15 sxplonog werows aptons,
FPIC wil. continua to serve it penifolio af nolve ingorance pnlicies, the matpones of which range
up to 2013,

Um Aupust 14, 2015, MOP1 enbered into an agreciment with Ayala Land, Ine. (AL whereby AL
will subscribe 10 2,500,000,000 common shares of siock of POPT or 51.36% aquity interag: in PORT
for 2 folal vonsideratian of 25,625 billkan, subject o cenein lomis and eanditions.  Tn eornection
with the [oregong, of Auwgusl 13, 2015, the BOD approved the amendment of POFPFP; AQT,
specifically. (i) Artiele Sish < 10 jocrease e number ol 26 direclons from seven (70 to nire (9); and
(11} Article S=venth - to meorcase 18 autharized capilal stock from 8240 Eillion (divided w240
billivn cumamon sheres at B1 pac value) 10 #7.50 hillion ¢divided inta 75304 ian rarmnan shomss al
B1 par viluey, On Cebruary 24, 20106, the Dheed of Sabaecplinn between ATT amd POPT wis
executze. Az of Juog 30, 2016, the amount regeived For the swoscripion arnoanting 1o B1LA0E.25
mullivw wex presented as deposit a1 furuee siock sebecription in the 2006 satement of fiaangal
pusitiun. The increzst m POP s suthorized capital stock was agproved by the SEC an July 4, 2014,

Whth e eviry of ALL the Groep ill ©e able w bensfil from <he expertiss aod resourees of ALT
anc aplmizz the development of it5 property assels, espesiatly the Tutebon Center, a coonmcrzial
coanplex operated by TPT 224 located in Blamila Coow, The Tuibon Ceoter, which site on a 20
Twwctors propecly, #ill Re Lhe [ncrtioe of the WERP Trans e Stalion wihicl will matereonnes wiah the
LET 2 Wesl Stanan.

As parl of the ratisaalizaon of the Gromp's cperejons, o Sepiambet 2, 2916, the BOT of Cricn
Propecty 1mvelopment, Mnc. (QPD1), a whally-oemed subgidiacy, approved the elosoez of itg lané
Linhe seevices divisson, On the same dade, the BOT of Orion Maxic Ine. (OWE and Crion Selucong,
Inc. {C¥5[) approvad and outhorized 1he dissoluban acd Zgoidation of OM and Q51 by shoening
tTheat cotpernts lerm up (2 Decamber 31, 2006, Both OMI and O8I arc o Dolls-gomed subsidiacics
ol TOP1 On Beplember 5, 2016, the BOD of TP approved the clogurs of s borel and eafié
CRAEFANGNE.

The consolidated financial statements of *he Chiowp ag at Gepterde: 30, 2018 anl Jwae 20, 2016 qi
oz the quorer ended September 30, 2006 apd 2005 were appraves and sathorized [of iszoarce by
(he TEOD on Mowember 14, 2016,



"

“ .

Basis of Preparation, Statement of Complionoee, Basis of Consolidalion und Summary of
Significant Acconntlng and Financinl Keporling Policies

Bacic of Proparation

The consolidated financial stabaments have heen prapacad on o hisiencal eest >a3, except for ALY
wnvestmens, land, land improvemens, building and balding impeovements onder “property, plam
atitl squapment” which ors corricd art fair velucs. The consalidaed financial statements are prosepicgd
in Philippine peso, whieh i% the Group’s funcional and presentation curmency. All values ars
rounded o te the noarest thousand (PRO00} except % ken olbery iz indicaned.

Slalereaat of T ompdianc
The consolidated finapeizl statemends of tie Group have been propiocd in compliancs with
Philippinz Firanciul Reporting Sandard s (FEILS),

Baaiy irlazs
The copsohdated Noendial staemems nclude the cccounts of the Porent Unmpany and its
anbsidiaries as at Sepiember 30, 200 4 ond Jrne 30, 2014:

Effzcivvs Percontage
Submdiaries Mamre of Rusiness af { 1w rship

Seplewnber  [une 30,
a0, 20iG 2016

Real Fstate, Property Developmeni
anfl Chiihers:
Cricn Lund Ing. (CL1Y and Suksidiarizs:

1T Feal Esiatz ond Inwestmen
1lolding Company LO0%S 100%
‘I¥I ard Subsidiaries:
TFL (e L) Ftal Eslaie, Mall Operarions PO 10055
TF Haldings Cwpocation
(TTUIC) Invegtnens [[olding Company 100%% 108%
QFPCH and Subsidiarice:
CFT [Tante 1) F.eal Estele Blevelopimeim 1% 100%;
Crion Beveraga, [ne, (055 = tanu focturing 100 1080%
LT [Mme L] Manusacturing and Trigiributiog o 100%
Luck Hook Yenture Holdings, Inc * Clther Baginess Acivities 11 LY figitg

IbanciAl Serviecs and Chihers:
OF. Heldings, Ing. (OFHI 214

Bubutchan ics,
LI Whalesale and Trading | JuL L 1641%;
{10 Mo 17 M keting and Advaimislaive
Serviges 1005 1041%,
ZHI Holdings, Ing, (ZHI) Financio| Holding Company 1009 109%:
(1HF] Financial Halding Crapany | [Nl [0%
FPIC (Mot L] Moo-Lifiz Insurmice Company TSI TRIT4R
OS] (Mode 1] Management [nformmaton
Techawlogy Consulkney
Services 1009, 100%

¥ fnacife



All of B companics ane corparated and Based in the Philippiecs.

Suhsidiaries are consolidated from the date on whicl coneal is transfecred to che Group and ceass
1o be congalidaced frg Bue daie gnowhicl eontrl is ransferied ot of the Girgop.

The Jnancial stacements of the subsidiaries are prepared oz the same accaunting peried a5 the Parent
LCompany vsior uniform accounonz pebewes. ALl signifcand iotercompany frunsechons and
Palances hetween ind among the Giroop, inciodin g ntercomparty profies amd vnreali wed profig, aaws
been eliminated in Qe consclidatior,

Mon-concenatlivg interezis eapresant the paortion of peodit ar 1052 aad net asze1z in the subgidianas noy
Teld By e Gooup and ace preseed sepacately in e conselidaled siatement of meome,
cansolidated statciment of comprehensive income and within equity in tie eongolidaied satement of
fnancial posiGon, separately froo the cquicy haldecs of the parenc.

i in Accounlirg Folicies
The accormina palicies adepted are consistéon wath thass of the pravicus Boenc:ol veas, excopt lor
the follmoaring new pnd amended FELLS, PLilippme Accovnting Stondacds [PAS), Philippine
Treerpretations asad on Tocoiiozam Firescial Repocling Trtecpeetations Conurnaties (IERIC) aimd
improverents to FFRE wlich were asdopbed oz ac July 1, 205,

» TPAS L. Presenretion of Firarcial Satzments - Disclosure Lnitiaiive (Amendments)
The amendments are inkended to messist ertilies in epplying judpoent wheo meeting the
presentolien disclesne meguirements in 2FERS. The amendments include vardous claciticactions
i1z e prezeadtacion snd disclosuce of the aounts in the facz of and i dwe notes to the Boaocsal
Stangrens,

v  BAR 15, Propoty, Piond ond Eguipurest, and PAS 38, friongifle Astets - Clarifcation ef
Aczapiaida Methods of Depresiglion ared Amortization (Amendmenig)
The uirendimenes clavify che principle in PAS L6 and PAS 38 thot eevaimoc veflectz 2 patlern of
coonamic henefies thae are geneiated o gpeeating a Tnsinezs (ol which (e assecis pat) ather
than the ccopcmic beneZite that are copneamed theeygh wee of fhe ageet. Az a regald, & revenpe-
buess pusthiod canrot be wwed b depreciate property, plant and squipment and may only be wesd
i very limited cicslbnstanges b atnoctize nbangcible azzets. These armeandinents are nos expectad
b bave any efiec 1 \ne Growp given thal the Grgup his ot pged o révemieg-baged menod 16
depreciale 13 nomgLm G asets,

v PAE 1, Propery Plame aond Egripriend, and PAR <], sgricuftwre - Hearer Flasis
[Aumendoenis)
Tre amcndirents change the acconnting reguivenents e biglopieal asscla tac mect the
delinition of bzarer plantz. Thesc amendmerl: are nod gxpectad o apply o the Groap as the
Giroyp docs a0t have any bearer plants.

v PAX 2T Meporate Finowclal Shalements - Eguity Aethios' in Seporale Financial Stalements
[Amend-nens)
The wnendments will allow eolites o wse (e egury method to account for imvesimenls in
subsidiaries, joint vertures sod azzocintes in their sepurte finorcial statements, Enttiss alceady
dpp.ving TFRS andd elecing o change w the sguity method i 2is separole fizoncial stlemens
w10l Ave 1o apply thal change cesrospactinely. These amend-nents will not Bave any effect o
the Group's conzecidited finaasial siaements



FYES 10, Conrclidated Financlal Rralamanrs and DAS 28, fMvatimernss in Associater owd Joini
Yemwras — favesimart Snritles: Apalpitg fre Contnfldmucn Brcepiion [Arendnis)

Thes: améodmerts clanly that Lhe exemption. in PERE W (eom presenting sonsoliduled
finarcial staterens apphes o 2 parent entity that is 8 subsidiary of an invesiment enticy that
thesisLres all ol ils subsidiaries at fair value and -har only a subsidiary of an iaveslinent 2nfiy
fteelf and that provides support services to 11z investment clity parcil iz coasolidated. The
amendmenrs al50 allow an anvestor [that 2u not an investment enlicy and hag an investmen &niily
associale or pnl venluned, when applying the eqoity method, to eclain she fair value
meazurciment applied by the javssimeol zatity associale or joint wenture to i%s interesbs in
subsidiaries.  These amecdments are 20feemve for sl pericds beginmopg on or adier
Jonuncy 1, 2016, These amendients will nal have any 2Mecl on the Group's consolidated
fimanen| alerments.

PERS .1, Jfoter drrangements - Aocowmeing jor Acquisitions o Muderesis iw Jodm Oparetivny
{Amcndments)

Tae anwendrrnenys fo PFRS 11 requice thal a joiat operetor accotnting o e acquizicnn of an
intcrest it a joint operation, i whoen the activity of the joint aperation constitules a lisi-css [as
defined by PFRE 3} mpg! apply the exlevime PFRS 3 prnoiples for busingss combnationg
accounting. The amendinenls also clacify thial a previons®y held inecsse in 2 joint operation is
not cemeesuned on the acouisiion of an addigional Hifesest in the same joimt operauaa while want
contru] s netyined. In addilion, 2 seope excluginn has been adoed 0 FFRS 11 o spesfr that
Ta¢ 2nendinenns do not apply when the partics shazsicg it eonrel, mclmling e repotling
enlicy, a2 Under common control of the same uldmate conmolling pacty,

The amendments apply 1¢ both b 2equesioon of the inital interest i 2 joint cperation and the
acamzicon of any seldihioni] ni2cests in the same joint aperation and a5 progpectivey affective
for anrcial perands beginning onor afer fanuary L, 2006, with cacy adoplion permited  Toase
ameodments arg nol expesied 10 nave aoy vffest to he Group.

PFES |4, Reowlaiory Deferral docnunts

FFES L4 iz an optional slandard <het =lovs an aotiby, whose activitics Bs subhocl fo zle -
va Q- Atic, [ oA linug applyig most of i existing sweovntng policies for mquizloty defenal
account bizlsnses upan its Besl-tine adoption of PERS. TEis standard i5 oot cx peoted 1o apply
10 the Geoup.

Azt Jopprovernents Jo PFIEEs (2012-2014 cycle)
The Annual Enprovements to PEIESs (201 2-2014 cyele) are eFective for aanval periods beginniag
ock of aflew Tuly 1, 2005 am are et sxpected to have a8 meterial effect in e Gooupe They snclude.

FYEY 3, Nan-curran Azzets Held for Saie and Dgconmnyad Opararions - Charees in Mefiods
6/ Dirpazal

The arcendimen? iz appfied progpecively and <Zarifies Sl changing o 2 disposal througa
sEle ‘o0 3 disposal through distribetion 1o owoers aod vice-versa should oo be vonsidersd to be
B newr pear. of disporal, cather 5t ig & eonlfinuation of the ongnal plan. There i, Ueerefore, no
mlerupdinn of the Apgyization of Mg requirements in PFFRS 5. The amendment also clarifies
thiat changing the dispoaal method does not change e date of classilication,

FERS 7. Fincpocicf fasirnnents: Ditclasures - Servicing Condiais

FERS ) réqires an enlity to provade disclosures for any condnuing inwglvement in a fsansfered
a5 [hil 35 derecognieed in itz enlivety. The amendmene clurifies that a servicing cosiract that
imchedes a (2 ¢a2 constizule contiowing mwolvoment in a Gransial asscl, Al emity moR #5556
Uig nature of the fez and aranpement arainst the guidarce in FFRS Tan order o assess whether



the Wisglosures ame regnired. The ameadmert is to be sppli=d sozh that the asessmant of which
Ser¥icing conlracts constitule conkiing cnvolvernent Wil Tesd o be de ol ospeciively,
Howewver, comperatzve displosures are oot required 2 be proyided for any pericd beginnng
befure the umnual pened inwhich the entity fivsl appliag the amendimants,

FriE T - Applicakihly of the Amendmeniy Io FFES 7 ro Comdovsed Inierim S¥nancial
Siciremznts

Thiz armendmant is applied reirespectively eod clandice Hat Se disclosues on off2eliiog of
frnancial agzers arl Gnanctid ebilities sre ned eegured w0 the condensed j=tzrim Jinancial yepon
nlcss Shey provide ¢ sigmilicanl npdate & the informetion cepanied 3nthe most recest annua’
raport,

FASR 19, Fryalayee Bengfier « Repioms? Mecket Jrrne Repording Discownt Rare

Tais amendment is applicd prospectively and clomifies that mirkst dapth of hegh qualty
verpetd s bonds is useessed based on Lthe curtency U which the ohligation is dengmmalad, miler
thua the sounry whers the obligntion = lecated. When there is ng desp marke Tor high gualit
cofperd1s boads i thot ourzsocy, gevemment bond ea'es nust be vged.

«  [ASR M, ferenr Financigl Ragoviing - Disclagere of Inforation 'Lirewnere & the Interin:
frmaneay Regort”
The amendimene i3 appiied retmogpcively amd clarifies tat the reguired oleom disclosures
must cither be in the mteom [inangial slalgoents cr oeorposaled by cross-roforence between
tie interim financial matemcnes and wdierever they are inglided within e preater ol2nm
linancial report (e.5., in 4he management coacneniany oF rizk repoet)

Futyre Chavimez m Acoo nbne Policies

The Group wiil consider the efects on the Groop's consolidaced fiaancial statemnenrs of e
following futwrs chonges @ accoontiog, polic:es as Whese bacoms oifective and applcable in (e
futre

Lffective Juty !, 2I78:

-

PFRE %, fRtaneiad fevtrunenis

In July 214, the LASE issued the final version of leopalional Finaneial Repocling Slandand
(IFR3) 9, Financial [nzinmmenis. The now atandard (renamed a2 PFRE 9 refects all phoses of
the financrul instruments project and replaces PAS 30, Fingactcl inserweenes: Recogrinos il
Meoszrerrs!, and all previous versions of PFRS Y. The staadord mmiroduces Tow requircnicnis
[uc clossification swd meeasucemen?, impaioment, and hedpe accounting. PFRS 9 is offeclive for
aomea| periods beginning on o zfier Jonoary 1. M B, wilh early application peamitted.
Reatespocuye appbicetion 15 requirsd, bt cocmparaove information iz nat cetpulsery. Early
applicanicn of previous versicrs of FFRS 9 15 permitied 10 Uie daze of inzial applization is sefoce
February [, 20057

The: adoption of PEFRS 2 will Tive au ez on the classiBeation and imeasurerent of the
Group's folawia azsels bul will hove o elfect on the ¢lazziEcation ond measoz=ment of he
Cirgip's Hanenn| habilities. The adeption wel alse have an efioct on the Groun's epplicaton
of hedpe sccourting. The Gronp is cumently asseesing (e effect of odopting ohis standard.

IFRS 13, Revenve frowr Comieaais with Coupimnory

IFRR 15 was iszoed in May 014 and astalibizhes 5 new Dvessiep oenlel al will apply w
revetut ar.ging from gonliacts welly qusiomees, Under IFR2 13, cevenue is cesopniced at on
simount that cefleces ihe pongidoration 10 whicl an enrity expens (0 be entited w excazngs Tor



Tramsfemig peods or secvices by a custumer. The ponciples in IFRS 15 pravide 8 more
strictured Appooddc [0 measuruig and fecogniTing revenus.

The mew revenue laodacd 3s applicable o all enties and will supersede o1l cument fevenos
recognigon sequirernents wider PERS. Eikec a full or modified relcospective application e
required far anmal periads Begrianine on or aftar ooy 1, 29018 wah aacly adepoon permmiied,
The Lironp is corertly azsessiap dhe cffeet of IERS 13 and plons o adgpt e new Sandard on
ti.e required cifective date onee adopeed locally.

Effectiwa fn July 1, 218

»  PFRES |6, faases

FFES 16, Learer, replaces PAS LT, dhie curmanl shkhodand for eases, a® ils relaned
Tnierpretations,

Under die nes staadand, lesgecs wili g ager classily Qicir lemses o5 eitheropemiing o nanee
Ieazes in socordanees with PAS 17, Raiher, lessees will apply the single-agsel made]. Undee chis
rode!, lessers will racounize the assets and related figbilities for most J=ases ia their halanes
tlieetz, and swbsequenty, will depreciate tie Jedss nzzeds and recopnize wnterest oo the leasc
Iabadries i these profit oo ioss. Leases with a term cf 12 months or les: or [or which <hs
uiderlyizg asseat is of lkew value oxe sxempted from these recuirements.

The aceounting by lessors i substicuially unchanged as (he new fandand camies farvard the
poaciples of lasor avccunting under PAS 1Y, Lessocs, howerer, will b coguirzd o discloss
o informntion in thelr Gnancial statements, porcsalizly oo the nsk exposurs 0 residual
vale”

The new ztondard is effective for anwsl perinds heginning on o after Toaearye 1, 2009,
Encitics may cacly adopt FFRE |6 kat galy :f they Tave alzo adeped TERS 15, Revenag fran
Contracty with Cugtaragrs, When adopdiag TERS 16, aa cariky i3 permitted w rse either 2
retrozpeccive or 3 macified rernspective approach, with options o wse ceslain rronsison
relicls.

Fgotieily Doferrad

«  FRRY 1), Comenlidaied Fimamcial Starements ond PAS 58, freestment in Associztes omd Soing
Fentirer = Sole or Contribnfion of Atrets berpoen oo Investor o fiy Assocife or Sl Pofors
These anendments address an acknowledzed Deonsistency Debveer, e tecuiresrents in
FFRS 10 and chose in PAS 22 (201 1) an dealing with the sala o= contzibation of azzecs belwesn
AN NI M 0E ASS0GRC 0T Joml wentorg Tl g menls cequire 1mt a il gaim or loss iz
reepguized when adransaction pvolves & business (ehether it is howsed in a subsiciary or noty,
A parmial gain ot loss 2 recognirec when a icansacrion Imvelves azsens thal do nol consoam’e a
buzinezs, even if fhess agaets arg houscd i a sulsidizry The FRSC decided o postpone the
original cifective date of January §, 2016 until the JASE has comnpleted itz hroader pevicw of
the coscarch poojeet on enuily accountizg that may reselt in the siplifization of accountiog (oc
such tranaaciions and of other aspects of aceouniing o associates and joint venbores.

The revised, umendzd und wdditzonzl dsclozans or accevnzing chanees provided by the scandacds
ind indrpretatons will be incladed i the fingasial ssatements i the year of adopton, if spplcakle.

semupgry of Sieifcay] Accountinge and Finamciz, Repottion #oliciey




Pres=ntatipn of Financial Slateimcnls;
The Lroup hez clected to present fwo stitermrents, a comsoldated staterent of income aod a

corsolidted statement of roprahengive incomae, 1@her tham o single conzelidated statemene off
somnrprehens.sve incore containimg e bea eleencnts

Finapgsul Estruments - Initial Becoonitiga

Fusancial instruments within :he soope of TAS 2% ace elassiled as Onancial assels o’ Babilitdes o
FVET., lpans aml recsivables, AFS fingncial ageeds, financial Jabilities ar a8 derivatives desigaated
a8 hedging tnstnenenls noan @Mfechwe hedpe, as approprisle. The Gewop dergroimes the
clazzitzation of i1g fiwansizl instraments at 1umial revognitico.

Al ZGinancial inslrumenis a-¢ 1ecognlecd Tsitially o Gair valos plus fransaction costs, cxeept in tha
eaze ol financizl insinencnis pecotded at FWPL.

A% at Beptemaber 30, 2016 and Jung 30, 2006, the Group's (nancial assers are in the natere o lnans
imtl recerrables, financial aggets at FVEL and AFS Fnanciai aszets. The Group has no finarcial
asels clazzified as BTM investieals as at September 10, 2016 aoad June 36 2016,

Purchases or zales of [nancial itsiruments 1980 mecuicz delivery of assets wihin 3 Ume frams
eElablizhed by tégulation or convenlion in the marketploce {regular way irades) ane -Geognized on
Uee trade date (i.c., the date dyat the Group commits to purchaese or scll the agsed).

Finanial hebulities within dhe seope of PAS 19 are clussifizd as finoncial liabiliss at FYPL,, ag

The Gorup derznines e clagsi Rcagon of Us Gwowial linbilidiss al initiz] recognition.

AL finenmal lisbilides arz recognized indally at fae walue and in the cese of oiher Gnencial
[3abiiilees, plus direcily adtriburable ceansacion oogiy.

A5 Al egeleanber 30, 2016 and juae 30, 2016, the Gronp's finareial hiabilijies are in 1l nawee of
allr oenwiel nbilites, Az af Septenber 30, 2026 and June 30, 2006, e Gigop has no Tuanecial
[Tabiliticz clagz2ified a2 at FWPL and dersvatives desigrated as hedging instiagienis i an effective
hedpe,

Finangial Tagtr:meg ts - Sybesgpent Measuroment

The subsequent nasureanel of Eoancial instumenss depends on their classiZication 2 follows

Loons ana’ Racetuckiae

Loans aad receivables ave nosede rivedivi: [mancial asses it Nz or dewennmable pannents ihat
are notquated inoan active markel. ARccingtial neasurenienl, such [inancial assets are subssquently
measured at mpactized onst wsing the afiective ineees e (BEIRY methed, less roaiment.
Mumortized cnst is caleclated by taking Srie agconnnt iy discount o presnium on acquis:ton and fees
or costs dher arc an integral gart of the IR, The CI4 amonizabien is iocluded m irkeoost viceme in
the consclidated stacement af ineeme Gaing and lpsges are recogmized iz the corsolidaled 5= tement
of ineome a2en he loans and cosivalles ore izupaiced o- derecopnized. Loaus and receivables are
mslnded in cutrent asze= iF materiny is wathin paecive {2 metdhs from k2 erd of the repothog
perict. Otheswise, these are classified ag nomaun em assas,

T-e Gooup's loans and 1cceivalrles ioglmle @ish and el equivalents, receivables, amounes owed
by related parbes urd retundable depoyits {included under “Oshet poneumert dss0s™; see MNoles 4,



5,15 and 18).

AFS Financial Assets

AFS financial assets include equity and debt securities. AFS financial assets consist of investment
in equity securities which are neither classified as held for trading nor designated at FVPL. Debt
securities in this category are those that are intended to be held for an indefinite period of time and
that may be sold in response to needs for liquidity or in response to changes in the market conditions.

Financial assets may be designated at initial recognition as AFS financial assets if they are purchased
and held indefinitely, and may be sold in response to liquidity requirements or changes in market
conditions.

AFS financial assets are included in current assets if it is expected to be realized or disposed of
within twelve (12) months from the end of the reporting period. Otherwise, these are classified as
noncurrent assets.

After initial recognition, AFS financial assets are subsequently measured at fair value with
unrealized gains and losses recognized under OCI in the “Unrealized valuation gains (losses) on
AFS financial assets” in the consolidated statement of changes in equity until the investment is
derecognized, at which time the cumulative gain or loss is recognized in the consolidated statement
of income, or the investment is determined to be impaired, when the cumulative loss is reclassified
from equity to the consolidated statement of income as finance costs. Where the Group holds more
than one investment in the same security, these are deemed to be disposed of on a first-in, first-out
basis. Interest earned on holding AFS financial assets are reported as interest income using the EIR.
Dividends eamed on holding AFS financial assets are recognized in the consolidated statement of
income when the right of payment has been established. The losses arising from impairment of such
investments are recognized in the consolidated statement of income.

The Group’s listed and nonlisted equity securities and quoted and unquoted debt securities are
classified under this category (see Note 8).

Financial Assets at FVPL

Financial assets at FVPL include financial assets held for trading and financial assets designated
upon initial recognition at FVPL. Financial assets are classified as held for trading if they are
acquired for the purpose of selling or repurchasing in the near term. This category includes
derivative financial instruments entered into by the Group that are not designated as hedging
instruments in hedge relationships as defined by PAS 39. Derivatives, including separated
embedded derivatives are also classified as held for trading unless they are designated as effective
hedging instruments. Financial assets at FVPL are carried in the consolidated statement of financial
position at fair value with changes in fair value recognized in the consolidated staternent of income.

The Group evaluated its financial assets at FVPL (held for trading) whether the intent to sell them
in the near term is still appropriate. When the Group is unable to trade these financial assets due to
inactive markets and management’s intent to sell them in the foreseeable future significantly
changes, the Group may elect to reclassify these financial assets in rare circumstances. The
reclassification to loans and receivables, AFS financial assets or HTM investiments depends on the
nature of the asset. This evaluation does not affect any financial assets designated at FVPL using
the fair value option at designation.

The Group’s redeemable preference shares are classified under this category (see Note 9).

Other Financial Liabilities
After initial recognition, interest-bearing other financial liabilities are subsequently measured at



amortized cost using the EIR method. Amortized cost is calculated by taking into account any issue
costs, and any discount or premium on acquisition and fees or costs that are an integral part of the
EIR. Gains and losses are recognized in the consolidated statement of income when the liabilities
are derecognized as well as through the amortization process.

The Group’s financial liabilities include accounts payable and accrued expenses and rental and other
deposits (see Notes 16 and 17).

Fair Value Measurement
The Group measures financial instruments, such as financial assets at FVPL, at fair value at each
end of the reporting period.

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:

s In the principal market for the asset or liability, or
¢ 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 by the Group. 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.

The Group 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 consolidated financial
statements ar¢ categorized within the fair value hierarchy, described as follows, based on the lowest
level input that is significant to the fair value measurement as a whole:

¢ Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities

¢ Level 2 - Valuation techniques for which the lowest level input that is significant to the fair
value 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 consolidated financial statements on a recurring
basis, the Group 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
measurement as a whole} at each end of the reporting period.

The fair value of financial instruments that are actively traded in organized financial markets is
determined by reference to quoted market close prices at the close of business on the end of the
reporting period.

For financial instruments where there is no active market, fair value is determined using valuation
techniques. Such techniques include comparison to similar investments for which market



observable prices exist and discounted cash flow analysis or other valuation models.

For the purpose of fair value disclosures, the Group has determined the 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 hierarchy.

Impairment of Financial Assets
The Group assesses at each end of the reporting period whether there is any objective evidence that

a financial asset or a group of financial assets is impaired. A financial asset or a group of financial
assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a result
of one or more events that has occurred after the initial recognition of the asset (an incurred “loss
event”) and that loss event has an impact on the estimated future cash flows of the financial asset or
the group of financial assets that can be reliably estimated. Evidence of impairment may include
indications that the debtors or a group of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the probability that they will enter
bankruptcy or other financial reorganization and where observable data indicate that there is a
measurable decrease in the estimated future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.

Financial Assets Carried at Amortized Cost

For financial assets carried at amortized cost, the Group first assesses whether objective evidence
of impairment exists individually for financial assets that are individually significant, or collectively
for financial assets that are not individually significant. If the Group determines that no objective
evidence of impairment exists for an individually assessed financial asset, whether

significant or not, it includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them 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 a collective assessment of impainment,

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows (excluding future expected credit losses that have not vet been imcurred). The
present value of the estimated future cash flows is discounted at the financial assets original EIR. If
a loan has a variable interest rate, the discount rate for measuring any impairment loss is the current
EIR.

The carrying amount of the asset is reduced through the use of an allowance account and the amount
of the loss is recognized in the consolidated statement of income. Loans and receivables, together
with the associated allowance, are written off when there is no realistic prospect of future recovery.
Interest income continues to be recognized based in the original EIR. If, in a subsequent year, the
amount of the estimated impairment loss decreases because of an event occurring after the
impairment was recognized, the previously recognized impairment loss is reversed to the extent that
the carrying value of the asset does not exceed its amortized cost at the reversal date.

AFS Financial Assets Carried at Fair Values

For AFS financial assets, the Group assesses at each end of the reporting period whether there is
objective evidence that an investment is impaired. Debt securities in this category are those that are
intended to be held for an indefinite period of time and that may be sold in response to needs for
liquidity or in response to changes in the market conditicns.

Financial assets may be designated at initial recognition as AFS financial assets if they are purchased



an<d lebd acleNzuiely, aad may e sald oo regpronse o Benidity sequirements or charges in market
comeilons.

AFS Francial agpets arg included in curvent agsets if it is expocted o be realized oo disposed of
wilhia hwelve (173 months foom the ewd af the reparting perind. (<nerwise, shese ore clossitied as
nancarrent assoees.

After initial recopnition, AYYS financinl ossets ars subsequapsly medzured A foir vidus with
oorealized gaing and losuey recognized ay other comprehengive income in ke U neealized valuation
gains (lnas=s) on AFS financial assets” in the concolidated stalement of changes mecuily vonl the
fGnanciel esszt = derecogrized, at which dme the cumudative paeo or loss 15 cecogmized n
conzalidarsd statzrmene of iceine, or 112 avestmenl is feermmines e be fomaiced, wikn e
cucrivlative sy is mclassified from sgquite 1o the conselidated = eanzod of incone i finaogs casls,

Where e Groep holds mege (Fan ope invegunene iv 1The sarce sectrity, thess are Ceemed b ne
disposesl 0 oo s [rst-in, Dost-out basis, Jukerest carned oa Lolding AFS fuinareial aszets arcicported
25 jtlerest income using the BER- Dividends esyned on halding AFS Minancial azpe's are recngnized
i 128 congolidated stadement of income when the sighto f paymoent has reen established. Tos losses

arising Do mipainnent of seeh [nangjal assety e recognized wy the consalidated stateaenl of
inoome.

Fuhure interest income conbinwes @ be accrued bascd on the reduced cormying amount erd o5 ooormiss
based an ‘he mate of inlerest vsed o discoun? future vash Jows Tur the purpose of mewsucizys
inpaiment Inss. The interest Diooime s reoorded ia the corsomdatzd statement ol income, 11 i
subszquent year, the Cair volue of 7 d=bt irstument infreised and e nseease fan be abjestvely
releted Woan gwend otourc g Mec e ndpdhiooear iog: was recagnized in e coogolidated staternent
el o, Gwe trmpaionead Juss is reversed irough Yo coazohidated sratesent of Zncune.

IC where 38 obyective gvideng that anignpmanrent 1035 on 81 ownguoted equity instrument chat is noc
carriegd at fair value beganze itg Zeir value coaot be reliakly measu-ed, or or. o derdvative asscot that
i lindeerd to and srweee be sactled by delivery of sucl an unqualed equity insrument hazs been incured,
the amount of the ks is measered a5 the dilfcrencs Beraeen the asset’s cerrytng ameoun: end L
proseat value of estaooted fitues cash Aows discounted st e current markeer -ane of rebwm Jor &
simizar finaacizl asset.

L . —
Finawcial Arsels

A finoncial waeet (oc, whiere appiitable a partof a ianneal assetor pastof 3 geeup of sinsilap financial
azsets] o5 demecogmized when:

o dhe riphis oo receive cash flows from the esset have expired;

v alie Group bas tcansfeored w8 riglils 10 receive cash flows ficm the assed or has assumed an
obligohon W pay the eeeedval cosh Nows in fali WSt atenal delay ta a thivd pary wodore
“pass-{arouch” wranpemant; aod exther () h2s tansieved sobstaodially &l che tisss and
reaarde of the assel; or (b1 has nemher marstemed nue etaned subsianially all the rigks anc
rowards of the sssel, bud bas fransfemed vondool ol 102 azaet,

When the Group bias rransbared g cigntz 10 reecve 2azh Flows [rom 2n essel of has entered into e
pss-Tirollel acrangemend, 1t evaluates i and t w0t extent it has retained 8]l the nsks sand rewants
of ownershig, When it 185 neitret oeansfoned ner retained substantiaZly all of e osky aod rewand s
ul e ssmes, mor teendlomen) courol Of the agacr, the agaet is recognized to the cxent of the Sroup's



cozlirning fziwudvement in the asset. In thed cage, the Group also rocogaizes ab amocisces habakily,
The wuanzforred asset and the  assoctated  liahality are meagueed on & basis  that
eflecis the nghts a2d obligonons that the Groop has retaioed.  Continuing involvemet thar ks
the: orrn of 8 guacantes over the transfzoed ascct is meanured at 102 Jowses of e origingl caoying

amount oF e teset and the maxineom amount of eosaidevation hal the G conld e reguined fo

sepy.

Fiameiaf Liagifigd ey
& finuncial Babilizy 15 devecogarized wien the obilipason under fe latlliny @ dischareed, cancelled
ar haf expiced.

Wihen: an exsting financial liability is veplaced by anciner fiom e saoe lender oo substitially
diffenenl taoms, 0o the tarms of an exisung Eabelity are sobatantially saodificd, such an exchange o
mindificaton 35 reated a5 o derecagnition of the griginat lisbilisy 429 dhe pecognition of o o
ligbsility, wrl the differcnce in e respective czoying amonnts of a finaneial Tighilicy extingyishel
or tranztoresd e anoizer panyy aod Uwe consideration pad, inzluding any non-cacls aggsts 1=as feral
or lighililics arsyived s recogiieid o the vonsolic aled slalement of ncome.

Dffsecing of Finaneja] [pgtrcients

Finaacial assets and Grancial lizkihties are only clEet and the nel amount reported in the
cansolidated stalensait of Grancial pusition when there is o legally snforceable right ta 5ot off 1ae
necopnized amounts and She Granp intends 10 euker settle, oo a net basis, or to realize the asset angd
sl the liabilities simuMznenusly. This iz ol geoeally @2 cise with mosler nscting agresments,
iad the related aseeis and Liabilites are preseated at greds amowats i e corsulideled statemen? of
firangal posifion.

Invepte) ey
[rventoies ave volued arn the lowes of cost and oet cealizable value {MREV). Coses incurred “n
Trimging «ach prudiet o 2is presenl Jocatian are accounted for os Follows.

» Finisked goedds - dircct materials, lebgr, and mopariinn af manofoctirmg overhesd bazed oo
raonol operating capacicy but exchaling bowgwing costs,

v Faclory supplies and spaee pars - zurchase cost on a moving-evermpe methed,

The MRV of finished goods i3 the selling prace in 102 ordinary eouse of businsss, less cstimated
wosts of compleon and <he estiimaled coss necessan y b make the sate WY of Tactory suppliss
and spare parls s 10 cument eeplacoment cost, I odotgrmining MRV, e Group considers eny
adjustmznt necessery for chealoszence.

Eeal Cstwie Held for Sele and Development

Eeal wstale eld for sale and development is camied 2t e Iower of eost and WRY. NREY & the
selling pnce in the ardinacy cownic of husiness Towg the costs nf completdon, manksziing wnd
disicbulicn, Cost mclodes acgo:sitier. cost ol the land plus develapoiest and inpeavenie:l sests,
Fgarawing eoeds micurred un loans obtained 1 fnencs the ;mprovements and develapmenls of rcal
sstiale heli for gale end developmen: are capitalized while devsioprment 3s in progress.

Cacher CunTent Axsge
Other cureent assels consisls aredimble wildwdding tuxes {CWTs), woput 2alue addéed tax (VAT
wnclainied claims ot seserve [und and prepayments,

CHTY



CWTs represent taxes withheld by the Group’s customer on sale of goods and services which are
claimed against income tax due. The excess over tax payable is carried over in the succeeding
period for the same purpose.

Input VAT

Input VAT represents VAT imposed on the Group by its suppliers for the purchase of domestic
goods and/or services as required by Philippine taxation laws and regulations. Input VAT is
presented as current asset.

Prepayments

Prepayments are expenses paid in advance and recorded as asset before they are utilized. Prepaid
expenses are apportioned to expense over the period covered by the payment and charged to the
appropriate expense accounts when incurred.

Investment in an Associate
The Group’s investment in an associate is accounted for using the equity method. An associate is
an entity in which the Group has significant influence.

Under the equity method, the investment in an associate is carried in the consolidated statement of
financial position at cost plus post acquisition changes in the Group’s share of net assets of the
agsociate.

When there has been a change recognized directly in the equity of the associate, the Group
recognizes its share of any changes and discloses this, when applicable, in the consolidated
statement of changes in equity. Unrealized gains and losses resulting from transactions between the
Group and the associate are eliminated to the extent of the interest in the associate.

The Group’s share of profit of an associate is shown on the face of the consolidated statement of
income. This is the profit attributable to equity holders of the associate and, therefore, is profit after
fax and non-controlling interests in the subsidiaries of the associate.,

The financial statements of the associate are prepared for the same reporting period as the Group.
When necessary, adjustments are made to bring the accounting policies in line with those of the
Group.

After application of the equity method, the Group determines whether it is necessary to recognize
an additional impairment loss on its investment in an associate. The Group determines at each
reporting date whether there is any objective evidence that the investment in an associate is
impaired. If this is the case, the Group calculates the amount of impairment as the difference
between the recoverable amount of the associates and its carrying value and recognizes the amount
in the “Equity in net income (loss) of an associate™ in the consolidated statement of income.

Upon loss of significant influence over the associate, the Group measures and recognizes any
retaining investiment at its fair value. Any difference between the carrying amount of the associate
upon loss of significant influence and the fair value of the retained investment and proceeds from
disposal is recognized in profit or loss.

In the Parent Company’s separate financial statements, investment in an associate is accounted for
at cost less impairment losses.

Investment in an associate pertains to the 20% percentage of ownership in investment in BIB Aurora
Insurance Brokers, Inc. (BAIBI).



Investmi=n: Bropertics

The (irgup’™s nvestmeot peg peGes 1eds pope:tics wiifieed in ig osall opeabiong, condoruaivmg
mmit, commereial tuilding and cpmain land weivich are held for rentals while tae eest o 1 land andg
plunt facilities ic Leld for capital appreciation.

Lmvestnent propecties uhlized in i1z meil operations ame stated at their revalued amount as deemed
cugd as allewed voder PTRS less accurmulated depreciabion and amerticanan and any accuomuladied
impauTerl Josses, Condemioium unil ind cemmercidd buzdiog ane stated at oot less accumb Laked
depuecianun pod azwrirzac aod any sccunmdeled impaiomesd leeses, Landd 15 staled af cost less
Ay ampsairemenl 31 vae,

The inizal cogtaf invegtment puopentiss inglude the cost of replacing pan of an existinng tvestmeng
property et the Liew hateost 28 ineurqed B the recopnition crilgria ave oot and Caciudes the costs of
Cay-tp-duy servicing of an iovesiment property.  Leaschold improvemenss under invesime)g
propeclics vine ludin g Pildiegs and sfreciuses) on the leased land ave carviad of cog! lese sccinylsled
amectizetion and any impairment i valoe.

Tnvestmeme properties ace derecomnized wher they have been disposied of or when the invesinene
FrUpLCly 15 perroancatly withdrawn frem ose and oo future sconomic benefit is expecied from its
cigposab, T dilfersnce setween the el depuos! procesds and the caomyving azount of the assel 15
1ecpiel i L consoliduled stalement of imvenw m Lhe pericd of derecogn itio

Trangfers ure made 10 o frénn Invagiment peopes Ly culy when thee 18 3 changs dnouse, Fooa it
fronm Livesbient pegperty 1 owaes-gecupied popeaty, fiee decmed cosl Moc subseguent weoQrincng
is the fair wilue i1 22 date of chanpe in uge. B posner-oveupied propery beopiss an iinsestment
property, he Group accounts for such prupenty in accordance with the policy sted under property,
pliat ad e uipmend up (0 e daw ofchangs in uze.

Leuzehold Unprovements and investmen: propertics ace amoclized on g slraight-line basis over T
sttt d wheful [ives or s erm of the 12ase, whackever i3 shormer.

The st coutcael on @ laed whore investimenl proprely i3 Logatal 5 o toeenly [ve (23} v,
wiieh iz alzo the smorieation period of (12 invesuncnt property. In Deecimber 2009, the lease
conwact on a land where the Growp's primary investroenl property i located was renowed. As B
reaonT of e lezsc reucwal, and the review of the estima‘ed seful Fe and amortization pecied of e
aid imvestment proporly, management came i 3 conelusion that fhone hay been 3 significant change
in dhe expected pattem of sconomic henefits from the said propecy of the Group, As o reml, e
Uirgup prospeocvely revised the remaining emortizetion persod of this propersy Som e averaps of
Lavency five (25) weacs (which iy Ui shorier of the Tesse eom and the estimated vseful [l ke tarly
five §35% wears elfective Seplember 5, 2008, The change hos been accouzdad for 25 2 cange
JECOUDTINE SETIEALS,

Lemd emd feaprovements omgd Buildings amd Imiprovements of Ravolwed Aopoier

Lznd aod buildings weether with 1lwi: umprovenneods stated at 2ppoaised veles weee deiconioed by
an mdependent Scm of appratsars. The vicess of cppratsed valugs over The aegusthion eosts of tho
praperlzes 15 shewn under the “Tevaluaion meremend 441 propeety, plant asd egmpment secoend in
iz coosolidan] stagzoent of [oomepak ]Jl:lsl-ri-::ul ard il consohidated sagemea] of 1:I1£mg_r:a iT.
ety Aauament cusrespending o he differeace petaesn the depeeciation Dased o the cevalued
cateying amount of the zgset and depreciztion hased on e atiginal 2ot is irens erred annoally from
“Eevaination increment an prvpety, pland aod cauipment® 1o “Teficit" sceount it the conselidated
stalemend »f financial position,



Leaichold Deprovetents, Mochinery o Egniparent, Tranrpostation  Eguiprsewt, Fereitvee,
Fiatures ond Fpeipmend | Coadopigivm Unftr i Impraverrssrs, ond Feosa! Eguipmest o
et

Property, pland and squiprcent are eacied o cogl, less aooarnuiated depreciation, amonizatior. and
any unpairment in walue. The initial cost of poopedy, plert szad eniprrent consists of its purckess
prite, e lidicg :mpert dotes, ‘exec and any direetly attdbutable costs of bringiog the propertr,
plant and eyuipinemt fo ate woskng canition and Encaticn e it imended use.  Expendilores
inourred afler 1ke property, plunt ord equipment bave bz pot inie operatian, sush &g vepais snd
maingenancs and Overbael costs, are momatly chacged o uperaCong In che y2ar in which ihe costs

g inenreed . [ siuations where it can be cleady demenstaled that the expendituces bave reenloed

in oo ineredse ke fllure ¢oconomic Donefit sxpect=d 12 be o3lained from the use of a1 Jtem of

prapenty, pla and equipment beyord e ociginally sssessec standard of parfomence, che
expenditures ang eapilalized 25 an addilionz | cost of property. plant snd equipment.

Dizprecigtian and amertization are calewlaled on 2 straight-hoe basis over the estimated aselul life
of the property, plant and equipient 15 follows:

Trelul |ife in veers

gahd and improveents 3
Bialdings aod onprovenenls 30
Machinery and cquipment -1
Transpartaficn aquipmend 5
Furziluce, feolures and equipment 1.4
Coodomioiun umts aod impraovoments 25
el e uipment 5

Leagehol improveinents ace smoriized on a steight-loe basiz over hree (3] o five (33 vears or
i tenr of L€ leass, whickeer is shocber.

Aniten of property, 't and equipment is derscogmized wpon disposal or whea oo futaree
ecnnornie henelils are expecoed Froon idsomgg oo digposal, Aoy gaan oc loss acising on derecapgnition

ol the asset {palmlates as the difforence beporzen e net dizposal proeeeds and e canving
armcunt of the azset) is inctuded in foe conzolidated statement of income in e year 1he ase =

deresngmized,

The resiual vales, uselul lives and depreciulion and emoeclization metnods ere ceviewed and
adjusted i appropriste, a6 zach and of W2 reporting penod.

Pully deprociamd assets are selaned o e wccounts votil thess are oo Jonger (o use. Whsn assers
are 50]d o telired, the cost and 1he relased accumulated depescwaic end emottivetion ad any

i prainment o valoe e lirmoatsd ferr e accennts aad 2y gam oc Joss scultine frem their
dispusad is inchded i e sonsoldated sidernent of moome.

Sofboare Costs

Awiquired sullware licemse 15 capualized oo he basis of costs incured to acquire and bring 10 use
lhe specific soflware. Sofaars Lgense s mnodized oo astraight-line basiz over its catimaled Lschul
life ofbree (3% o four (4] weits  Cosls associaled #ith the devalopmant or maiatenznee of computer
sofrware popprarns ace recogiieed a5 expense wheo imcurmed in the corsolidated statzment of
N> e,

An ilem of seftwire lisense s derecopnfeed upon Jisoosul or when wo lore ecoTomic benefits are
expectel b arige feam e sontinued vse of (ke asse1, Any gain o1 Joss arisiog of. cerscaprition of
the assetis inclocded inhe eansolidaied statercent of Meoms in he yes e s 1z denecopnieed,



TheCrnop’s capitalized seflwae co5ls insudes purthase poice paerients Tor new sofiwere and other
direetly related conte pecerzary oo bring the pgset (o uge,

Other Monetrsenl & saets

Other noncarcent assete consist of advanee cental, defermed accuisiion <o5t, defeced reguranse
premivins, refundahle depasits, defered inpor VAT, spae padg apd supplies, unclinrmed claims
reserve fund and ofrar prepaynients that will be constine afle baelve (123 monbs ale cach end of
the 1gpoding penod.

Deferrad Aoguizitian Conts

Commission and olae: acgmasilion vosts isomosd ducoeg e Bozmaal reporting pericd thal are
pelzred  securing new insuRnee ctmimcls ardor eoewine exislog msuwrance consacts, bul which
relefes w subseguen: financial perinds, are defzred 1o the citent thar shey a:se recowerable oo of
futuce revenye mAarging, Al sther acquisition eas1s are recogmzéd as an expense when incurmed.

Subsequent to intiel recogmibion, fese costs e amomized pging e tweny-fortl 244 method
cacepl ot marine carggy where (e deferqed zoeagisiiar 20513 portan 1oahe conunissions Tor the las
el 2y mouths of the vear, Anocizanon is chorged 10 the consol-daied starement of income. The
unamerlized segpuisilion costs are shown as defemed acguisiton cost wnder "Oiber nonciend
neams".

hupaisimenl of Monfinapcial Assats

Tvannareg

T Group cecnmees provision for inventory losses wher the net cealizable veloes of inveotary
itenns peaene lower than the cosls de 1w ebsolescence or othar causes. Obsolesconce iz bazed on
the physical and intemal conditien of wwventory ikemz. Obsolescence (3 also eslazlished wheo
brwvendo:ny ileros are vo loages wazketable. Qbgolere qoeals, wlan wertafied, are weiden down to
Useir el cealzable valoes.

diregsiniant in am Assaciats

The Group assesses at @acl: end of the repusinp peraed whaller Uwers i any indication taal i1e
Avestioen? 0 an associae is impaited.  If this o the case, the Growp caloulates the amount of
urpzirent o5 bewy the difference betwazr the farr value of the mvestment a1d e acquis:tion cosl
aml recopnizes dhe simoual in O conzclidated slateinent af income.

A0 AsSEssment is wade at eacl end of the repocting peoiod a2 to wheather eme 15 ary indication thal
[revionsly recopnized Impaiaen) Togses otay a0 Tonger 2zt ooy e decrsmsed, T such
indicalion £xists, the recoverable amaunt i eglimsdled. A poevionsly cecogmised opacrncnt oss s
reverzed gnly if there has beer a caangz it Lhe colimares pnsed lo deerrmng the shvestmenl’s
recoverahls arnounl since Lhe Jast imcpainuent loss was vecognized. IF that is dhe case, he cairying
pmnnnt of (e ireesouent s incerassd 1o il recoverslle amounl  That inersased armguone cennot
exceed the camying amount thal waould have besn dsiermined had no impaimoent lass aszn
recognized for the asser In prior years. 3uch reversal s cecognized In profit or loss in tae
consclhidated statemen® of income.

frad Estate Heid for Sole and Developinene, favestiert Properiies, Froperty, Plone ong
Egnipnrent ard Software Cask

The Sroup sssesses al 2ach end of the cepertimg period whether there © an indicatwn the® neal estae

held for saie and development, investmenl pooperties, propsrty, plent end squipment and sofiware

coste mey be impoired. 1f eny such indization cxists and =here the camymg valoes cheeed 1ne

wstimaced recoverzble amounts, the assets ar cash-generating oais (OGN are writlen down 10 thew

sslimated recoverahls amounts. The cstimaisf resaveraale amound of an azse G ihe greater of faur



value less cost to sell and value in use. The fair value less cost to sell is the amount

obtainable from the sale of an asset in an arm’s-length transaction less the costs of disposal while
value in use is the present value of estimated future cash flows expected to arise from the continuing
use of an asset and from its disposal at the end of its useful life. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset.

For an asset that does not generate largely independent cash inflows, the estimated recoverable
amount is determined for the CGU to which the asset belongs. Impairment losses of continuing
operations are recognized in the consolidated statement of income in those expense categories
consistent with the function of the impaired asset.

A previously recognized impairment loss is reversed by a credit to current operations to the extent
that it does nof restate the asset to a carrying amount in excess of what would have been determined
(net of any accumulated depreciation and amortization) had no impairment loss been recognized for
the asset in prior years,

Recovery of impairment losses recognized in prior years is recorded when there is an indication that
the impairment losses recognized for the asset no longer exist or have decreased. The recovery is
recorded in the consolidated statement of income. However, the increased carrying amount of an
asset due to a recovery of an impairment loss is recognized to the extent it does not exceed the
carrying amount that would have been determined had no impairment loss been recognized for that
asset in prior years.

Nonfinancial Other Current and Noncurrent Assets

The Group provides allowance for impairment losses on nonfinancial other current and noncurrent
assets when they can no longer be realized. The amounts and timing of recorded expenses for any
period would differ if the Group made different judgments or utilized different estimates. An
increase in allowance for impairment losses would increase recorded expenses and decrease other
current and noncurrent assets.

Product Classification

Insurance contracts are defined as those containing significant insurance risk at the inception of the
contract, or those where at the inception of the contract, there is a scenario with commercial
substance where the level of insurance risk may be significant over time. The significance of
insurance risk is dependent on both the probability of an insured event and the magnitude of its
potential effect. As a general guideline, the Group defines significant insurance risk by comparing
benefits paid with benefits payable if the insured event did not occur. Once a contract has been
classified as an insurance contract, it remains an insurance contract for the remainder of its lifetime,
even if the insurance risk reduces significantly during this period, unless all rights and obligations
are extinguished or has expired. Investment contracts can however be reclassified as insurance
contracts after inception if the insurance risk becomes significant.

Recognition and Measurement
a} Premium Revenue

Premiums from short-duration insurance contracts are recognized as revenue over the period of
the contracts using the 24th method, except for premiums arising from marine cargo where the
provision for unearned premiuims pertains to the premiums for the last two months of the year.
The portion of the premiums writien that relates to the unexpired periods of the policies at
financial reporting dates is accounted for as “Reserve for unearned premiums” and shown as
part of “Accounts payable and accrued expenses” in the Liabilities section of the consolidated

statement of financial position. The related reinsurance premiums ceded that pertain to the
unexpired periods at financial reporting dates are accounted for as “Deferred reinsurance



premiummz™ and zhown ymder “CHasc noncurent essets" in the Assels scoton of the consglidated
stacenieat of fusancial positions. The ned chanpes in hese accaants betwesn finaneial reposting
dabes e chiged W or eridiled sgmasl income for the periac.

b Insurance Condrace Tiakilitaes

¢

Iosurence comtract liak ilities art cecium imed when conlcacts are enleesd inle @nd prem’oms ares

chacpeal.

Frovision for Unearred Prentivms,

The proportean o written premivme, grose of commissions pavable oo incenmecrnes,
eftriabwtabli b subessruent periods is deferred os provvision for oncemed premitms osing the
217 methed, axeept fir the Danine carpo’s Lzt ke montha of the year. The change in the
provisian Eoe neamed pramivms 8 ke o the consolide tsd =tatement of iocome in dhe ordes
thet revence i3 recognized ovey e pened of nsk, Ferlaer provizions uce made 1a cover alzims
under unexpiced insurance contraccs whicl may esceer the ungamed premiums and the
premims doe in respect of these coah aagg

Clyinrr Provision oed facarred but no! Repertac! (TRNE) toesex

Cratslund ir.g cluims provision. are bared on the cetmarsl cltimane vost of 21| clalms incumed bt
tied aeitled at the fmancial reperting date, whether reported of not, wgedicr with related clzims
hendbiog wasts enil reductioen for the expecied valoe of selvane and other recnven ieg. Taelays can
b experienced in the woilcowon and sellereat of cortain Lypos of clains, choclo-e the
ultirate eest of which canngd he knagwn wih cermity ol the r=potting date. Tlie lizbilicy i5 not
discounicd for the tieme vaiue of noney and includes [BHR losses, Mo provision for squalization
or calasieophic teserves is recognized, The liakility s derecopnimd wlen the contract sxpires,
ie dizchaurged or is cancelled.

Liekifing Adequacy Test

Ak gael) Tizucial reporting dane, 2abiliy adequacy teats are pefavmed 10 ensire the alequacy
of wswrance ¢ontracl hizbalilics. In pecforming 12 Lest, cuncnl Best estimatcs of Tulirg: cish
Gowes, claimg handhing ard policy administmtion cxpensce ane vzed.  Any ipadecoacy is
immediately ehaiped W che gopsolidined stizemenl of incomee bor sstablishing ain oaexpiced visk
provision Jar lesses arizing from the liabality adequacy sests,

F.osurance Azscis

‘The Group codes msuranee rfisk by e normal eoerse of buziness, Eemsurinee i28ats reprasent
talanzes duz irom relnsoracce cnapanies for cedesd msnrance Wbl ities, Feoowsrirsle armLs
are estimatcd v a maoner consigent woth the ouestunding claims provsions e oae in
aeccrdanee with the toanawance cogtract.

A umpelrnen review 15 peritemed on all reingusimes agaets when an indicelion of Urpairment
arigss duning the Ensncial reporting peripd. kv puimoent gogurs wher obeciive vidance exists
1743 the Group 1may nol recover sutstandiog emoonis under the tems of the conbiact am) wien
12 npast oo ke amevots that the Groop will seceive fom the weinsurer can be peasured
reliably, The irmpaionsat Joss @5 recorded 0 be comsolidated statement of Dcame,

Ceded reinsurange arimgements do not ralieve the Crraap Iretn ats eblipations ta palicyholéers.

The Geoup a’su assumes reiasvrance risk @ the nomal coucse of busiress s ingriance
coblract: wasn epplicable. Presmiuocs and claims on agmumed consutanoct anc receEnized as
gonrn A expesse in Che same manoer as chee would Be i e reinzorance were cangidere:d
dizest business, kg I sccounl te prches classification of the reirseeed heisiness.



Bun iy
Customer veatal 2nd ader depesits ppresend payinent fromn enanls on leased progerlies which ase
rcfracable ai the end of the bease contract.

Sumseriptiong Pavghble

Suhaeripriong payable perking o the Gooup's unpaid suascription af shuaces of stock of other cntitics.
Theze arc rceoghized ad caxried in the books at the onenet subseciption proe wn sxchange of
which, the shares afstock will be izsoed.

Gopien| Sreck

Covnman shares ace classifed a5 equitr.

Inerermental ¢osfs disectly atto>ulable o the 1ssuance of oow sharcs arm showam jn fquity as @
deductinm, net of t2x, foom the preceeds. The exeess of procesds foom issoance of shaies nver the
par salus o7 shares are credited 10 “Addinonal paid-in capatal™.

Orther Compechengivs Inene (Toss)

Cher copretengive jocoms (Joss) comprises items of income and cxpense [nchoding e
previogsly prasetal urder the consalidated slatement of changes in equity) that are nol recognized
im the consalidated slatement of inzarme e the yein iuaecordence with FFES.

Evveare Becopnition

Feweaue 15 recopnized ta the extent that it is peoballe 1h8d the coobtiemic el il Bow Lo the
Girgugr 2l iz armoun ul revrenue can Be meagored eeliably, The Geoup fseesges 18 rovonue
Aacan paancrits Apzingt specific onteria oo determine if it 35 a0tdhg as prineipal or poent The Goovp
g comeluded al 015 ectag o2 principal in =l of its revenue amangeoenls, The specific
resaprinigz criteri deseribed seive muel also be meat bedone revenue i tecoghized-

P and Orhar Cherges

Bextal neone arising fiom spaitiog l=ases on investnesrt propenzes 35 acoonnied for on a sreaighl-
Line basis over dw case g and jngluded o pevenue due o s cperatine namce. Cther charges
periain la rebilled vtility chacges to tenants i relation t the operatng beass oo properiies.

Meyrarice frensuie e Conirigiiang - net

Prenioms 1rom short-duratinn infuzanee coniracos ave moopnited a8 rovenus mver the peoiod of the
conlracts ceing the 2400 raethind, exeepst fer premivms srizing oo mazine @mcgo whene G provisio
tor woeamed preminms permins to the preminms f2r che 1331 0 moadhs of the year, The portier
of the preniumg weitlen it relates to he unsxpited pedods of the pelicies a1 Enancial repaoeing
dates a8 aeeountid or &5 “Reservi: for uneumed premivms™ and shown as pan of *Tosurenes conieact
Tizbdfitizs™ in 1he Lizhilities sectien of U« consolidated stotemnent of firancial position. The colacsd
sginsurange preaninmg ceded i pertain W the vnexpieed periods st Sinencial ceporiing detes ame
acepntpd for as "Dy lvred mensurance prmiums” and shown under "Reinswrance asscs” i the
Mgsets segtion of the consolidatzd statement of Snanc.a] poswions. The net changes in tese
acetnts Inzpween T dangial reportingg dates are cherped 1o or coedited ogainst incomes far the perod.
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perice.

Operating Lxpenres

Oporaling, txpenses consist of all expeases awociacesd with (e developaent and cecorion of
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Current income tax relating fo itemns recognized directly in equity is recognized in equity and not in
the profit or loss in the consolidated statement of income. Management periodically evaluates
positions taken in the tax returns with respect to situations in which applicable tax regulations are
subject to interpretation and establishes provisions where appropriate.

Deferred Income Tax

Deferred income tax is provided using the balance sheet liability method on temporary differences
between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes at the end of the reporting period.

Deferred income tax liabilities are recognized for all taxable temporary differences, except:

»  when the deferred income tax liability arises from the initial recognition of goodwill or 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; and

* in respect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, when the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not reverse
in the foreseeable future,

Deferred income tax assets are recognized for all deductible temporary differences, carry-forward
benefits of unused net operating loss carryover (NOLCO) and unused tax credits from excess
minimum corporate income tax (MCIT), to the extent that it is probable that sufficient future taxable
profits will be available against which the deductible temporary differences, and the carry forward
of unused NOLCO and MCIT can be utilized, except:

¢ when the deferred income tax asset relating to the deductible temporary difference 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; and

* in respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred income tax assets are recognized only to the
extent that it is probable that the temporary differences will reverse in the foreseeable future
and sufficient future taxable profits will be available against which the temporary differences
can be utilized.

The carrying amount of deferred income tax assets is reviewed at each end of the reporting period
and reduced to the extent that it is no longer probable that sufficient future taxable profits will be
available to allow all or part of the deferred income tax asset to be utilized. Unrecognized deferred
income tax assets are reassessed at each end of the reporting period and are recognized to the extent
that it has become probable that sufficient future taxable profits will allow the deferred income tax
asset to be recovered.

Deferred income tax assets and liabilities are measured at the income tax rates that are expected to
apply to the year when the asset is realized or the liability is settled, based on income tax rates (and
income tax laws) that have been enacted or substantively enacted at each end of the reporting period.

Deferred income tax relating to items recognized outside profit or loss is recognized outside profit
or loss. Deferred income tax items are recognized in correlation to the underlying transaction either
in the consolidated statement of comprehensive income or directly in equity.



Deferred income tax assets and deferred income tax liabilities are offset if, and only if, a legally
enforceable right exists to set off current income tax assets against current income tax liabilities and
the deferred income tax assets and liabilities relate to income taxes levied by the same taxation
authority on either the same taxable entity or different taxable entities which intend to either settle
current tax liabilities and assets on a net basis, or to realize the assets and settle the liabilities
simultaneously, in each future period in which significant amounts of deferred tax assets or liabilities
are expected to be settled or recovered. Subsidiaries operating in the Philippines file income tax
returns on an individual basis. Thus, the deferred tax assets and deferred tax liabilities are offset on
a per entity basis.

Retirement Benefits Costs
The Group has a funded, non-contributory defined benefit retirement plan.

The net defined benefit liability or asset is the aggregate of the present value of the defined benefit
obligation at the end of the reporting period reduced by the fair value of plan assets (if any), adjusted
for any effect of limiting a net defined benefit asset to the asset ceiling. The asset ceiling is the
present value of any economic benefits available in the form of refunds from the plan or reductions
in future contributions to the plan.

The cost of providing benefits under the defined benefit plans is actuarially determined using the
projected unit credit method. This method reflects service rendered by employees to the date of
valuation and incorporates assumptions conceming the employees’ projected salaries.

Defined benefit costs comprise the following:

s Service cost

e Net interest on the net defined benefit liability or asset
» Remeasurements of net defined benefit liability or asset

Service costs which include current service costs, past service costs and gains or losses on
non-routine settlements are recognized as “Retirement benefits costs” under personnel costs in the
consolidated statement of income. Past service costs are recognized when plan amendment or
curtailment oceurs. These amounts are calculated periodically by independent qualified actuaries.

Net interest on the net defined benefit liability or asset is the change during the peried in the net
defined benefit liability or asset that arises from the passage of time which is determined by applying
the discount rate based on government bonds to the net defined benefit liability or asset. Net interest
on the net defined benefit liability or asset is recognized as “Interest income (expense)” in the
consolidated statement of income.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in the
effect of the asset ceiling (excluding net interest on defined benefit liability) are recognized
immediately in OCI in the period in which they arise. Remeasurements are not reclassified to the
consolidated statement of comprehensive income in subsequent periods. Remeasurements
recognized in OCI after the initial adoption of the Revised PAS 19 are retained in OCI which is
included in “Loss on remeasurement of retirement benefits plan” under equity.

Plan assets are assets that are held by a long-term employee benefit fund or qualifying insurance



policies. Plan assets are not available to the creditors of the Group, nor can they be paid directly to
the Group. Fair value of plan assets is based on market price information. When no market price
is available, the fair value of plan assets is estimated by discounting expected future cash flows
using a discount rate that reflects both the risk associated with the plan assets and the maturity or
expected disposal date of those assets (or, if they have no maturity, the expected period until the
settlement of the related obligations). If the fair value of the plan assets is higher than the present
value of the defined benefit obligation, the measurement of the resulting defined benefit asset is
limited to the present value of economic benefits available in the form of refunds from the plan or
reductions in future contributions to the plan.

The Group’s right to be reimbursed of some or all of the expenditure required to settle a defined
benefit obligation is recognized as a separate asset at fair value when and only when reimbursement
is virtually certain.

Employee Leave Entitlement

Employee entitlements to annual leave are recognized as a liability when they are accrued to the
employees. The undiscounted liability for leave expected to be settled wholly before twelve (12)
months after the end of the reporting period is recognized for services rendered by employees up to
the end of the reporting period.

Leases

Determination of Whether an Arrangement Contains a Lease

The determination of whether an arrangement is, or contains a lease is based on the substance of the
arrangeinent at inception date, whether fulfillment of the arrangement is dependent on the use of a
specific asset or assets or the arrangement conveys a right to use the asset, even if that right is not
explicitly specified in an arrangement. A reassessment is made after the inception of the lease only
if one of the following applies:

a. There is a change in contractual terms, other than a renewal or extension of the arrangement;

b. A renewal option is exercised or extension granted, uniess the terin of the renewal or extension
was initially included in the lease term;

c. There is a change in the determination of whether fulfillment is dependent on a specified asset;
or

d. There is a substantial change to the asset,

Where a reassessment is made, lease accounting shall cominence or cease from the date when the
change in circumstances give rise to the reassessment for scenarios (a), (¢} or (d) and at the date of
renewal or extension period for scenario (b).

Operating Lease Commitments - Group as a Lessor

Leases in which the Group does not transfer substantially all the risks and benefits of ownership of
an asset are classified as operating leases. Rent income from operating leases are recognized as
income on a straight-line basis over the lease term or based on the terms of the lease, as applicable.
Initial direct costs incurred in negotiating an operating lease are added to the carrying amount of the
leased asset and recognized over the lease term on the basis as rental income. Contingent rents are
recognized as revenue in the period in which they are earned.

Operating Lease Commitments - Group as a Lessee

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are
classified as operating leases. Lease payments under non-cancellable operating leases are
recognized as an expense in the consolidated statement of income on a straight-line basis over the
lease term.
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management on the basis of factors that affect the recoverability of the inventory. These factors
include, but are not limited to, the physical condition and location of inventories on hand, the
fluctuations of price or cost directly relating to events occurring after the end of the period to the
extent that such events confirm conditions existing at the end of the period, and the purpose for
which the inventory item is held,

There was no provision for inventory losses as at September 30, 2016 and 2015, The carrying values
of inventories amounted to 28.78 million and P8.84 million as at September 30, 2016 and June 30,
2016, respectively, net of allowance for inventory losses amounting to B67.26 million and £67.39
million as at September 30, 2016 and June 30, 2016, respectively (see Note 6).

Estimating Allowance for Impairment Losses on Real Estate Held for Sale and Development

The Group maintains an allowance for impairment losses on real estate held for sale and
development. The level of this allowance is evaluated by management on the basis of factors that
affect the recoverability of the real estate held for sale and development. These factors include, but
are not Inmited to, the physical condition and location of real estate held for sale and development,
the fluctuations of price or cost directly relating to events occurring after the end of the period to the
extent that such events confirm conditions existing at the end of the period, and the purpose for
which the real estate held for sale and development item is held.

There was no impairment losses on real estatc held for sale and development recognized in
September 30, 2016 and 2015. The carrying values of real estate held for sale and development
amounted to £264.46 million as at September 30, 2016 and June 30, 2016 (see Note 7).

Estimating Allowance for Impairment Losses of AFS Financial Assets and Financial Assets at
FVPL

The Group recognizes impairment losses on AFS financial assets and financial assets at FVPL when
there has been a significant or prolonged decline in the fair value of such investments below its cost
or where other objective evidence of impairment exists. The determination of what is ‘significant’
or ‘prolonged’ requires judgment. For equity instruments, when determining whether the decline
in value is significant, the Group considers historical volatility of share price (i.e., the higher the
historical volatility, the greater the decline in fair value before it is likely to be regarded as
significant} and the period of time over which the share price has been depressed (i.e., a sudden
decline is less significant than a sustained fall of the same magnitude over a longer period). For
debt instruments, impairment is assessed based on the same criteria as financial assets carried at
amortized cost. However, the amount recorded for impairment is the cumulative loss measured as
the difference between the amortized cost and the current fair value, less any impairment loss on the
AFS financial assets previously recognized in the consolidated statement of income.

There was no provision for impairment losses on AFS financial assets recognized as at
September 30, 2016 and 2015, The fair values of AFS financial assets amounted to
P1,412.60 million and #1,397.51 million as at September 30, 2016 and June 30, 2016, respectively,
net of allowance for impainment losses amounting to 2538.40 million as at September 30, 2016 and
June 30, 2016 (see Note 8).

There was no provision for impairment losses on financial assets at FVPL recognized as at
September 30, 2016 and 2015. The fair values of the financial assets at FVPL amounted to
P12.70 million as at September 30, 2016 and June 30, 2016 (see Note 9).

Estimating Allowance jfor Impairment Losses on Investment in an Associate and Investment
Properties

PFRS requires that an impairment review be performed when certain impairment indicators are

present. Determining the value of investment in an associate and investment properties which
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Therz was no provision B impainmenl osses on iovssimenl propentes recognized as o1 Seplember
30, 2016 2nd 20135, The ¢amnop value oF investment properties smonoled o F1214.69 million
and 8116317 million as gt Septewber 30, 2016 eml hone 30, 2016, rezpec:ively [see Nate 127,

Eutimieidng Ureful Livas af Jnvesimeni Properties, Proparty, Plane and Equipment and Software
Corty

The exlimatid vsefil lives nxadl as hases fec deprecieting and amorizing 14 Group's investmant
propertics, propecly, plent and squiprend and software cosls wene determined an the basis of
manzgeinent's ssessmeat of the peried witlin which the benefits of these assct iemg are g prcie’
ta he 1ealized (Aking e accoeunt actual hisworical infoonarion on the use o =uch 8sscts 85 well 2o
ndystry standans aoc wvernges opplicable  the Gooup's assels. The Group escmetes the wsefil
lives nf ite investmoent pmpenies, propedy, plant and equipnient and sofiware costs based gn the
period cwer which e assels are expected 1o be available fGr wse, The esumeted osebil lives of
invoshnent propeigs, properly, glaol aod equipment and sollwane costs are revicsed, ar Ieast,
annnally and 3re vpdared if empectanons dictor from previous citimares dus to physice. weat and
lzar and dechinical i senunerciz| obsolescence on the use of Oege azsels, 1) is pousb’s <har futire
raite of operations 2oald be matenally afficled by changes in these gslinzetes brought aboor by
changes jo e faclors mestioned ahave, A reductian iz e msiimatsd aseful lives of these assels
iFlereases deprrecialion and amentizatian and deciease o e vormesgonding investiment proprerties,
praperly, pland ine equipment and roftarare cost;,

There were no changes up the 2samated usetiil lives of investenl propertivs. The ceroving values
of mvestinent properies ameounied ta ¥ 121487 million and £ 1,163.17 million a3 al
September 20, 2016 and Joge 30, 1014, respecrvely fsee Mate 120,

Tlere wers 29 chnoges in the estimated vaefu] Fves of properky aac equipmeat. The carmeing values
of property, pland and eqoipiett amouoied 10 B 7058 millen end B 1951 millisn ae o
september 20, 2015 and Tune M), 2016, respectively, net of aecusnalaled Cgpreciation and
arnnriizalion. amousfing w #2.11 billine and #2011 biiion 25 at Sepiember 30, 2016 end
e 30, 2014, respectively [soe Mot 12,

There were wo changes in e eximaoled usefub lives of sofiware cosse The eanying valves of
soflware cogly anammed o P712 million and ®6.22 million a5 2f Sepember 20, 2016 ond
Mune 30, 201¢, respectively, net of aceum lated amonization zrmounting 1o B22.08 million and
EX1.20 miilion s ac Sepretmber 20, 2016 end Jume 30, 2016, respectively (see Mot 12),

Epeimaring Alowonee for fmpairmias Lozzes aff Praperty, Plany and Egusm dal, and

Safaara st
The Group assessce bnpairment of progasly, plant and equipmen:, and sniwers coss whenewer
evenis nr changes in awinnssces indicabe thal the carmying 2roounc oF A% asgel may nol be
zecoverable. The faclors thal the Groop consido: irmportul which coutd inpger on impaiment
evieny include the following.



» simnificant wedeiperformatce selaive Lo eapeoled Lastoriczl ur projected fiture operatiog
rewnlos;

» simificart changes in the manvar af nge of the poquired psseis or the Strelegyr for covcmll
TUEINESS, aud

+ significavt negative imdwsimy or €oonomic treods,

In Celermining the peesent valioe of estimated futurg cash fows sxpected to be gencrated frowm the
coniznued ase of the asszlz, e Gaoope i requized 19 make estioales aod azsumptions that can
matenally affect the consolidaced finaneial s'atzmencs,

These assels are revewed for impeimment whenover evenls ar chaipes in cirgmnSianges Indicate
Ihal the Amaaf amoewmt may not be moowcrable. An impaimment loes would be recogmiged
whezigwer evidency sxizis thar the carrving value is nor recoverable. For pinpeses of arsessing
Impaisment, 255288 are arolpsd at b leevest levels for which there are separatcty idectitiable ¢ash
ilows,

An impainnent 1oas fx pzeognized and charged 1o gamings (I the dsconaled expested Giuce cash
floaws are less than Exe carrying amoul, Far valve is esfimebed by discounting the cxpeored tumre
casl flows wsng A dagcoonn (oo L ceflects the risk-Mmes rate of wterest for a term consislent
with tae peried of cxpocted cash flows.

The catryiip wvalues of paopecty, plant a0d equipmera amewmted to # 70053 million and
E12.5] millwn as at September 30, 2006 end June 30, 2006, iespeetively, e of s molaled
depreciation  20d  smorizion  Ameanting 1w i) billion aod # 2101 bilien as et
Seprembice 30, Z2ME and June 30, 2016, mspectively (ses Motz 130,

The zarcying viluee of sollbware cosls amnunted b B7.12 million and 2622 millioh 82 50 Sapoemle
M, 2016 amd Juns 30, 2006, respectively, net of accomulated armortizicon amoubiag o
FF2.03 million and B3L.30 waillina Az a Feprznlier 30, 2016 awd June 340, 2016, respootivey
(zez Motz [d)

Lritraling Alfowartod o bmporrrent Losses o Nonfinarcic! Othor Cirend and Nowcis et Assels
The Gooup provides allowance for Josses on nanfinancial oile: surkzan and noncument sssets
whenever they a1 ng onger be eealiggd. The amoums and timig of recordsd expeasss for any
peviod would Jilfer if the Growp made dfTersil judgments oc utihzed diffzreat =stimates. An
orease In allowance for losses would increase recorded epenses and decresse agrdinancial orher
curcant and NOICUCTENL d55Ls.

There vras na provision for impaisment osses on ot EAaneial cter Darcar e jmseng m=eopsiel
as at Septomber 30, 2000 and 2005, Az al Zeplember 30, 20186 amd Junz 20, 2006, e carrying
values af nonfinancia other noneutent 53908 amonnred @ P84.44 mllico aad PTE.02 millom,
respectivaly {amints exclude ralindisle daponit, see Meaz L0,

Cliimes Libifity Aricimg fon Meurasee Core e

Eslimates 2eve 1o be made bodh for the sipeots oltimale cost of claims reparted 81 1he fisgacial
repoding perod and for the sxpectsd altmats cast of the IHRR claans as o Dnaocial repocting
peried. TLeao laxe a sinileant perod of ko beloe he cltimace clam costs can be esanliched
will. cerlainly. The prumisy techinique adopied by management in cetimating the aost of mofed
and IBME claims is thal of usging past clammos scttlemeant trends to predict fiture elaims setfement
trezds. Al each finaneal repoming perind, prior yesr cluims 2stdmeles are assessed for adaguacy
and changes made are chareed b curcend year provision.



Tle cacving vilues of clams pavable amounted to F213.45 million and #226.3% nellion as at
Septemtber 30, 3006 and Tune 30, 2016, tespectively (sex Motz 6.

Lereriiming Rervaerert Ganofiis Lichidiiy

The cost of defined reriremant ohlifation as we't as the present valhwe of the defmed bencfit
abligation s detericined wiing actadal valustions, The acheazial velmlica involves making
various assumpticons. These inchide the detenmdnacon of the dizeount pates, futere salary roses,
mugtality 1atss and Artare eeciement dncresses. Thwe o the comnplesing of the vahuation, the
Lndarlying assurnptions and its long-tema nolurg, defined Tenefit eblipaticn aie hphly sensitive to
chanfek an these assumplions. Al assumphons ace coviewed et each end of the reporting peciod.

Zetrement benctit cosls amouied w B3.6%7 millier ard 8402 oullion in Seplembor 349, 20046 and
2015 respectively. As at Seprember 30, 2006 and June 35, 20018, e cotooeanennt benelis habilivy ol
e Cirorup amcunted t BT millaon wm] 2SI milher, cespeclively

Aizewring Realzadtiin: of DefErvad incomg Tor oo

The Civoypr beviews he conying aipounls of delereed pcoeme fax assels ol cach end of die repoding
period and eeduees. it to the extend that it is e [enger probable that sulficiend ffust axabls profite
will b availalle 20 allow ail o pan of the defenred incore 1ax aggets ie be olilized.  Sipwfean
jrdgnént 15 required to deterriine the anaunt of deferrd nccme te asacts tal cir: 2 pioegioed
Lasgrl upen the likely timizg and level of falone taxable noome mgecher with foure plasning
shalegics,  Dowewer, (liere s oo assumnoe Lot (ke Group will peoerate sefficien? Mmee 1axalils
profats to alow al ot pant of v deferred Wncowe tax asssts 1o be ulilized,

Ertananng Cansingencles

The Group {5 oorentky invaived in vationg legsl proceedings The estioeale of (e probable couts
faor the resolucon of “heze clauss [iag hos devsluged in conswilafion with inside and cutside leaal
counsel handling e defense io thess matars and is bazed upoh the aalyais of peacnon] cepolez, It
it prasible, however. that futire resulis of opeationg could he materially affecied bor changes in
fanmuted as i the ef3activasess of {22 strategics relalng to these procecdings.

Erlimatiny Foir Filves of Fimesciod fastepnrznts

Where the fair walues of fitnwial asses and Onandial habilities recocdsd iz the consolidated
stagercenar of lndoeia] position el be derived Erong aclive merkets, they are deiennined osing
Valualhon weiongues iocluding the discewnied @ish Mows model, The inputs o Lese medels ore
taken from obzervable matkelz where possible, bar whers this 15 ool feasible, s degres of Judgment
is requited i estaahishing Tar values, Tre judpensnls include copsiderations of mpuls such as
Liquidity sigk, cledit rizx and volatlity, Chaiees it agswbpbions about these Gctues vould affecl Lhe
repucled fair value of finanecizk instruments.  Any ehapge i e faie valwe of these financial
instruments would direetly offect the coosolidot=] slatement of izcome and conaclidaced statercnt
of cranpes 10 equity.

4, Caxh and Cash Equlvulents
Scplember 310,
2016 June S0, 2015

(T Theasands)
ash g1 hand and 1o banbs 100,753 L A |
Shon-leom investmerts 1,147,659 m31.1%1

B1338,422  ®1.306454




Cash in banks eam indcrest st v resperlive bank deposit mice. Shom-toma investroests a-e imode
for vazying perinds aiop ta theee (3] conthe depanding on 1be immediote 2ash requirements of e
Group and 2am inderest al the vespactive short-(en mvesiment rides,

BRecchvables
Feptomber 3,
206 Tane 30, 2016
¢fIn Thousands)
Trasie debiors #1247 £112 #HH
s cezeivabhes - 1,425,750
Ingnranse receivebles 6La25 397077
Dihees, o 27032 296,933
THZ, 127 2,232 5%
Logs allowines for inpalmment losscs 313253 312,768

BadBRTd Pl 519350

Trade dobtots peakaing to recervubles from mecchanes for the leaze of icail spaces inchiding comemen
arem and utility recoverigy, interést. peoalties ond othor charges.

Lioms reccivable poulain be advanses madl: o cerfain realb estace companies. These are ghonjsl2om
i1 riafurg aned earm interesl at 2.41-2.70% por aInyum.

Inguranze peeeivaiples ¢onsst of premiume teceivable, due Jom eeding, componies, stinsurance
tecaweralle o piald 3 nd unpawd Josses - faenltative, fonds held Ly coding companzes and ceinsvrance
A5 L8 yevesvilles and are peneraliv on 90w 360 days’ wim

Other ramgivablas iclude nonimlesssi-bearing ceceivables of OLL ffom Cosen Tard Cogporation
(CLC) whh are due med demandable wnooniing W F1E0.45 million a5 ar Sepicmher 50, 2016 aoel
bure 50, 200 6. Tlese rezcivables are collaberilized by the saaces of stock of Cyber Bay owned by
CLE. Ther receivables froe CLEC aie ity provided wik allowance.

Allowamiee for npaicment pedaing b spesilic a9d cellective assessment  The movements of
ullewanee for Umpoimment losses on rezelvables me as [0lows;

Trude Inscrana:
tlebiers Te:l:'.'n-'ll;_:-l_ra it|iemre Teral
{In Theroza=ads)
A1 Jurez 30, 2014 Baa.511 Fal AT F20, 113 P12 10%
Pravigians darmg the pericd (Nakz 207 - 185 455

A deplember 30, 2014 b, 511 Pz a5y L L Iy 115,452



.

lnventurivs

Soplember 30,

2016 June 20, 2016
[In Thowsards)
AL R
Finish=C ponds FE 093 #3149
Factory supplics and spars parts L1 SEY
PETEO 21 X316
Bnvesziens o e allowance for inventory losses woe as fillows:
September 30,
L 2016 June 30, 20140
UIn Thausands)
Breinnior balaczs 057,391 ET1,6]4
Feversal [133] {4,223
BhT 158 Ra7,21591
7. Real Lstals Held Ear Sale aod Tevelopment
Septemher 30,
. 1016 Juoe 30,2016
(In Thouzands)
Land for developrient R2317.972 R237 973
Hzld e sale 41533 42 533
234,500 2R 40A
Allowance far wnpaivrnent insses {Hate 20% 1 i} 1dk [kl 2
PI54 A6d T4 AGh

Tan far devclopmmen pedains W parcets of land Iz in Celazzba, Logpana, St Tainas,
Batanaas and 3an Vicenis, Palawar, The compwsitios of zost o5 &t Seprtetmber 30, 20146 and

Juae A0, 206 are az Follnwa:

September 30,
2006 June 30,4056
{1n Thiowsa nde)
Lard cosl P212 558 2212 551
Comstruction overhesd and other related cosis 31,598 21 898
Taxes 1517 2517
PRIX7.573 237073




I aovemants m the ceal estete helé for sale and Sevelapaent are as follows:

Hoptamber 30,
016 June 30, 2016

(In Theasomds)

Halanass al heginking of year 254 4w B0 103
Addicons - 4 ,44%
Saleddisposal (Mote 20} = [L3<,054)
Tmpainncnk loss [Mate 200 - {16,042)
Dalanses avsnd of pecicd P164,4064 LR
B. AFS Financinl Asscis
Ao latmbper 30,
Mth Jures 3k, 201G
(In Theusands)

Ligted equiry gecurities P, dd9 GRS 1 518,188
Monlsted equity securitics 175,074 105,200
(Juoted debt securiticg E] LWL K A5G
Ligue ted debt securities L0057 __InnRI0
1,951 042 1,015 917

Allowance for smpatnient logges 3383 538,003

T

I 412 509 1307514

AFE Enancial assews in quoted slares af slock are caccied At fair valce woh comulanve changes
fair values pressoted s a sepambs ascount i1 Equity. Meanwhile, wequeted deb? and nonlisted
enuity AFS fuancinl assers am: based o Jawest available lnsaclior. price a% the end ef (e peporting

petiod.

O Seprenber A6, 2078 and A0 3, she Sraup sold cerlan hsted ssuily secutites aid receenized a

gain o sale of BY25 million and BT widiiion, sespecively,

Ca1ain AFS financial a8sels ase reserved invesimenls in accoafance wail the prowiganas ol the

Inswrance Code 85 sccariy o g beaeli ol policy Twldeos and ceditons of Qae FREC.

2. Yinwncial Assars ot FYPL

The Groug has L3000 celesnable prefered shiarss witl a eosl of BEYE cralloon recunded o funacial

agscts &l FYPL upom amitial recogueition. Faeh valye of fioancial asseg < FYEPL a8 91 Beplember 30,
2006 end Jung 3, 2016 amourtsd o FLL0 miilon.



S Diher Currenl Assols

Septembir M,
2016 June 30, 3016
(Ia [housends)

CWls F193,263 F1Bs. 08
Inpus WaT 39,571 31 4ES
Prepavinents L 13,844 24504
AT EE0 243 407

Less allowance for impaitten Iesses .71 2,452
F245,950 PIH AL

['rerayments pertuin o prepaid Insorace, axes and licenses and ather prepaid eapenses (At ace o
e amochizsd over & pacied of ong 1) year.

Morverients in the allowalce for nopainnent losses aos ex Lollows:

Septemnber 30, Tune 240,
X016 201%
2 Thiousands)
Ealances at bogirming f the pericd B350 B2 G5
Frowizians q 23
Wrile—od (12£} {66
Ealar.cos at eod of the perod Bxd  RLESD
11, Investimends iy Assaelagg
Seplenilrer 30,

2014 Tuzs 340, 200 6
[lu Toosards]

ACOI: SHON QOBLS

Talwmzes al wnd of yoar E5.959 B5,93%
Accumulaled equily sl losses

Ealances at heginning of yent (3407} [3,354)

Fquizr in net neaie [1oss) - {19]

Lelancos it nd of veor (3,407 {3407

2,552 2,552

Allowance for impairinent Znss (61} [l

P 042 =1 _5d2




12, Investnrent Treoperlics

As at Septe mbep 3, 216
Buillings and Land and
Tonphr v el Imperirermenis Trinl
(In Thousands} -
Tuxt
Al begion lug of vear 'L 920,527 FRG02T FA.27555
_. Addiriena 67528 - 67 524
Al end of poringd 2,507,455 M5 47 3.343,082
Accumulated Depreciation and
Amprikza ko
Ad hegln mimg of yenr B2 074, E0W E, 5| F207%.551
Depreciotion and gomortzabon
(Mo 183 15,707 il [ e 1415
At end of perled 109455 0,953 21 L5560
902 358 EFENT 1,327521
Lises: Allowatice Tar imp aipment
Inssez [P L2834
Met ok ¥uiug FR20,024 P24 G54 B, kL4 GhE
A al fune 3k 2016
ille
Buibdups and Lerd erd
linpecventen’?  Improvements Tolal
[ Thoszaads)
i 1]
Arseginning of year 007 580 PAT0,33] Fi1am il
Adddidinns, 22301 131 L2415
Reclagsitizacon 244 - M6
Lnepuzaiy - - [124 538 [124.E38)
At enil of venr 29420917 J562! 3275554
Azcornalaled Depecciationn agd
Amaortization
ALbegianing of wour 2,015 ety 152048 2O%5 55
D-:I:-Il::niati-l:-n u1d B zaloaL
(Mote2ly 52,851 243 53 695
A el of veur L &FEEN H1751 2099 33]
Balance before inmpaiicoent B51,127 124870 1,176 0073
Less. ACowande Tor impairment
L fosses 12 B34 - 12,834
et zonk valoes FElg 2 #2124 B Th Bl |6l a9

Based on e Lutest appraisal repots, s determvized by an Ddependent finn of appraisers, the
uppreiced valuee of the TPz and LCTs investment proparties amcunted 1o #5442 billioa
as al June 30,2015,



T

Investiment propecties ul T2 subsiantially repoescnt other land imprevenents, and bulding,
machnery and sooipnent on Lhe land leased from PWE which zie onilizd for TETs office space,
mall operatons and held for contzls, Thess wers valved By independenl poofessionally qualified
EppTiisers.

Tue wopraived property is located aleng Claro M. Fecta Avenue, within Terdo Manila, The
Miere rchy ie which the fair valwe maasnzemsan: in its entirety 15 recopnized s 21 Leved 3.

. Based ¢n he lease vonmact, T2 1casss a land consisling of sixty nine {64 los, contsiring an
aEprepale are of 237 773 square metors.

Thewelie af the Jand was estined using the Sales Comparisan Approsch  This iz 2 comparative
approech that considess e sale of similur o1 substitnts propertics and related narkel daia and

wilublizhes & value corimate [y proe2sses involnng comparizon.  Listings and offerings may also
L+ censidered.

. The method vsed to decermine e valug of ¢lher Jand impmvements and buildiog, mechinery
and eyuipment is the Sales Companison Appreach. This is 3 comparstive approach o the value
of the progedy or another asser tiat considees 45 4 sbslibale fer the purchase of a goven property,
the possit:ility af consinicting snother omperty st = a replics of, or equivalent to the criginal
an o (il e bl Twiscish eyual atilicy with nowedue onst resoling from delay. T is based on <he
repzoduction of replroement cost of the subject property or asser, less lolal [aceoaed)
depreciaiion.

LEL

Ll has hisorizaliy elagsified laond and improvemes.ts end bildings and improvements ¢ maloec
1raunis az property and ciuigment. On July 1, 2004, LT ransdteicd s 2ad and dzeoomements
ard buildinge and Improvernenes uader propeny and scuipment. Tae caerying feie valie of These
2a5% wirs [he decmed cost of he investmenl propely upor Transfer. The iransfer was made i:
acootdance Wit PAS 40, fmverimant Praperts, siioe e progerties wiere beid by the Company o
camn rentals o fov capital appreciatton or bo:h, cather than far uge i rthe prodeenon or sopply of
goods o1 sesvioes or for acheimislretive pusposes or sale in che ondinary coorse o7 busitess.



15 Froperty, Flaot and Equlpment

As a1 September 30, 2016

[Machingy Twrnlturw, Condombrium
Lreasehnld aied Tragkporrdioh Fialdred aod [{ P PR | Fotl
THEHH-MH.'H Fominmenr Fyunlgrmreni Im?nl Imﬂm'gmlml_-; Eqmipmext ‘Cotil
(Ln IReausamds|

e

Ai begleming ol yenr T HI DG s $I035H W55 |60 AR RT1 MESHE HE AL a4
Addilkyan - 4% - ILLET - - 44,515
Dk praala - - [5,M1] - - - 45,79
Alrud gf vemer T,087 LEGY TP I0 256 TEHT Hli_-'n“l'l H*Hil 191, 1%

Actumulsled Oepreslacien snd
A mpThrealiem
Al hrglanhiy #f yéur .4 TE0% B 1944 1,20k 4, M40 il | 2,11 A5
Oenraclelvry amd
amawiirallyn

Lhooe 20 Fd Ltk kM il = | 12 1,48
Dirpteals - [4,742) - - - I
Al ol yiar £44 A0 _ 17481 @0 e LR fal 756 2,108 50
La ot tllowanze by

impainrzn Iods
hte 3 - rite ]!} _. o - - [A.2E
HNel Book Valusy (i) Bl Bai F104% Bl di #Y T | I o PJ0.5E2

Az al June 30, M1 E

M
Machirarr Famimarz,  Cendasireas
Leacchzbd el Tiangpn e Fiicres =l ey amd Hnicl
brprowincme  Bcuipnent Eqepniem  _ Fquipmzn  Drgenvcmfnlf, Fougeras Tulxi
In Thyw:amils)

&1 sl
ALbLzglamng of pear PRIET PAmS S0 c 217 il eda PE L5 PY,133 PIltlAX
AUl - 7 1,54 gy - n 4,071
DirprealeTigiiicman - [hr 835y [ et I B L1 - [I15,24E)
alond ol year TIET__ ANEAAI 1€ 358 GF. 1 nERd ASGR 2 14299
Accunrduizd Depieziniiun e

APl 2o O
Albzinning of paar ETZE L 0exAlIT P E] Eiija gl 51 3 20n
D'epr=ralivn

a¥aadisalinn

[knic 2 221 ipaz 2,233 X4 113 |5 [
DIgjraltadirenimes: - (454 3] [14.8:1] £2B, 002 e
Al mdal yoew i 13,00 PRIHER F3] 21,4 2203 o D R I A
Lass: Alloeamee Sre )

mamimr e

(i 70 - (B9 L L - LEELE)
et Book ¥ales e £1.73k piA 2555 PiRR__ Plai  =.8307

Ceteim ileins of propecly, plens and eguapnesnt dentifizd 85 idle ond molefed under maziiaey
AL equipent weee wntso dewn 1o their estoooied mooverahiz Emounts.

Az el Seplember 20, 2015, the Greup recopmized o gen on dispasal of propenty, plant and
eGuipment imouning to #1482 malion.



14. Soltrrarc Costs
Ecptember 30,
I0LG Jrme 30, 2016
(Th Thougamlgh

At Cost:
FBeginning salances P37.508 F15.040)
Aqduliion s 1,687 263
Ending balances 39,15% 31508
Accurnlaed arnortization:
Beglnoing balances 31,2092 27,144
Arcoctization (Mowe 18] 7Ra 1,022
Ering bulancey _ 3,078 31,243
Met bonl valves at cost #7117 £.2 14

14, Cither Manenrrent dswels

Septomber 3,
EILL Jare 30, 2015

JIa Thousands)

Delemed reincurance premioms ¥14,124 BT 555
Drelorred avsuisition cost 21,280 21,344
Relumdable depasis MMote 200 19,614 1%, 4
Thaferieed gt AT 7,045 TaT:
Spare parg and supplies E.A0n2 T+ 1M
Frepaid roie ang ather expenges 2B .7107
Oiers 3l £ 064

#8457 Pos5 a2z

Lafermed acguisition cost permins bo the unamestized acquigiton sz incatred Quring (e perod
thar arg 1Cliled W securing nesr ingurance congacs and or rensaing exisling insasie (ml s,

Ciafertedd reinsuranse premnos peniain o tie nnexpieed perods of the reiageeance peemitims ¢eded
at thi: grd ol G ceooting period.

Eefunilatla dapasits periiny o deposils mace to valty companics, gther swppliess apd varioos
miscellanpous deposils

Ciafarfed inpul WAL ar-ges Gon Uik parchase of services on ezedit and capital gowle by the Grou
which 28 wot vel paid os at veurend.

Sparc pars anil sugplias pariany 0 sepplies, motgrials and spare pacs for offiee and ouilding
rnaintenance af TR

Prepaid expenses comprise of alvancag 10 ingnanee conpeaees for personal secident, temm lite amd
fue, advance renlal and depositd 1 [essors whick sZall be applied in the Suture.

Qchers congig: mainly of wariows aggets 1Bt are vadividwally -mmalsral



16. Arcuunts Payable and Accroed Fxpenses

Scptember 3,
e Tune 30, 2016
(o Thaowserwds)
Accmed exponses #IRT 034 BITE 020
Claims pavables 213,478 e
Trads poyables 117,578 ial19g
Fagerves for unenmed preiriomy 112,140 LB 074
Montrade pavables 10,418 58632
Doe 1o eeingaress and ceding companiss 1,108 32AM3
Cahers _'.'.'._T_:,ﬁlﬂ 18,510
PO14.603 BE5 140

Claims payables pojfam e Lhe estimated ulomats cost of incuned Tl not soiced claims 83 a1 e
Teporting period.

Fezserees for uneamed premioms are peatian of the pretmiume thol celates i unexpired periods.
Accnel epenses include janitoriad, seeurily, oiifities and ather aceminl expenses,

Due o reinsures ard ceding companies wiers to the balance of prerminr snd ¢ l2ims with respect
to Accepied jnd ceded reinsuranoe areement whether direclly of throngh bnkers.

The terms and condihons of the above pevables are as follows:

*  Trade pavables ond dzcrued sepenses ere nonnieicat-searing and woe nenomally salthed on 2oy
AN dages ' aerm,

« Al ather payalies 2re noniteces|-bearing and have an averages renm of one (17 vear.

17. Rental wnd Other Deposits

Seplembeer b, 2 LG Tume 36, 231G

D witlin HKuypnnd Cruc withim Mepend
Cne ¥oar  Lkhne Wear Talal Chne Year Dlhe oar ‘T'atal

{[n Tleausands)
Security deposits k55,174 B3 A6 F110,558 BT B2 STR PILD, RS S
Deslorrzd cent e B Ty, 354 £1.212 1280 112042 4,214
F.ental deparics 7S 1275 5050 LM 1.27< JE,6E0
Cuastare doasit B0 1421 10,0141 q.dag 1£3: 0|
LConginacticn ond 5.2h& 2ana A ) 5.2R+ 2. A0d BB
CrRer deposils 1.501 7186 &257 1,501 &, 750 3,81

Fr139.274 FHTEE F220, 795 ol N L .FI]:E;,diﬁ PZE1B TR

[epreits includs rendal, secwrity, customer, sonslmcing sond and olher deposits paid by teoonts
Loyt Giroup o £22 leased propetties whicl: aiee refimlalile a0 the eodd o the contract.



Customer deposits corgist of pricn o premiums paid by tenonts which serve as their reeervation

deposits.

1.

Related Party Transaciinng

Felaied party reladonship existy when ona parry hzs the abzlly 1o control, dircetly or ndireccts
throogh e or mere intennedinies, te oher pacy Gc exgrcize siga ficaal inlluenge gver the other
panty wn onabing, fisancial al operating decisionz. Such relubunship also exists bebwrcan aadior
amonp, ancities, whicl are ondet commen control wik the report-ap el=rprses and its kew
manegemert personne:, dircctors ar it slackholdecs, Tn considering euch oeluted party celationsaip,
iltentior. is di-ecied ta the substanee of ‘be relatdonziip, ad not menely e legal fosm.

Tae FParent Compuny erd its subsidiacies, in Usir noamel course of boginegs, Lave griered nto
trapzactions with related parti=t principally consisting of inteceet-braring and noalinterest bearing
adwvances widlina fixed cepayine:t ermes ad aoe dus and demandable.

Aceount balances wilh related parties, ater 1o infras-group balonces which ace @lumnated o

consolidaton, are e Fallewe.

Colegony

Aczoanly
Wolumes

Dulstandingg

Halirgs Tcnnx Cimedilicos

AIELWEE Akend Mp el LU
Llo'or covmame controld

Ayaln lard, Inc.

iJm Thruzsands)

30 ey Lodgsured, ionnssL

Sepl. 30, 20t LI []]] A03z00 Loz pn ina
T Triwrgle
3L days Tinsecursd, incenes]
g 3N TUTE 235,501 37,50} kearing
Airswifi
A0 deys rg=cwred, ircerssl
Sepel- 20, 2018 &51,2400 451 500 kuaring
LIRS - EETT sl FHT
Cinsabnian Phaliapenes, [re _ ineres bearing,
g 5. 2, ZCLS LA D ardakle avd  wich impairnent af
calleciible an F1,420. ard
Jure 24 MK — (R Sl o FuAreTiced
Sepiember S,
Tetal 2ie f CBILRZMN FL2916T
Tatal Jurs 36, ML EEL wLAOTT
September 3,
. L[] June 31, 2006
[In Thcisards}
Aroonts aveed by eolated partics Bl 20%.a77 B oty
Lass allowrance tor impaimnent o335 1628 _[1.6d%)
_ B1202 052 FEL

Alowance for impaizment losses un amounts owed by related padies omooated R 1.0 eillicn as

at Jeprernbet 37, 2006 and Jume 30, 2014,



19. Subscription Payable

Cyber Bay and Central Bay
On April 25, 1995, Central Bay, a wholly-owned subsidiary of Cyber Bay, entered into a Joint

Venture Agreement with the Philippine Reclamation Autherity (PRA; formerly Public Estates
Authority) for the complete and entire reclamation and horizontal development of a portion of the
Manila-Cavite Coastal Road and Reclamation Project (the Project) consisting of three partially
reclaimed and substantially eroded islands (the Three Islands) along Emilic Aguinaldo Boulevard
in Parafiague and Las Pifias, Metro Manila, with a combined total area of 157.8 hectares, another
area of 242.2 hectares contiguous to the Three Islands and, at Central Bay’s option as approved by
the PRA, an additional 350 hectares more or less to regularize the configuration of the reclaimed
area.

On March 30, 1999, the PRA and Centra]l Bay executed an Amended Joint Venture Agreement
(AJVA) to enhance the Philippine Government’s share and benefits from the Project which was
approved by the Office of the President of the Philippines on May 28, 1999,

On July 9, 2002, the Supreme Court (SC) (in the case entitled “Francisco Chavez vs. Amari Coastal
Bay and Reclamation Corp.”) issued a ruling declaring the AJVA null and void.

Accordingly, PRA and Central Bay were permanently enjoined from implementing the ATVA. On
July 26, 2002, Central Bay filed a Motion for Reconsideration (MR) of said SC decision. On
May 6, 2003, the SC En Banc denied with finality Central Bay’s MR. On May 15, 2003, Central
Bay filed a Motion for Leave to Admit Second MR. In an En Banc Resolution of the SC dated July
8, 2003, the SC resolved to admit the Second MR of Central Bay.

On November 11, 2003, the SC rendered a 7-7 split decision on Central Bay’s Second MR. Because
of the new issues raised in the SC’s latest resolution that were never tried or heard in the case,
Central Bay was constrained to file on December 5, 2003 a Motion for Re-deliberation of the SC’s
latest resolution which motion was denied with finality by the SC. With the nullification of the
AJVA, Central Bay has suspended all Project operations.

On August 10, 2007, in view of the failure by the PRA to comply with its obligations and
representations under the AJVA, Cyber Bay and Central Bay have filed their claims for
reimbursement of Project expenses in the amount of #10.2 billion with the PRA. Cyber Bay and
Central Bay provided the PRA with the summary and details of their claims on
September 5, 2007.

On July 15, 2008, Cyber Bay sent a follow-up letter to the PRA. The PRA, in its letter dated
July 18, 2008, informed Cyber Bay that its claim is stil] being evaluated by the PRA.

As at September 30, 2016 and June 30, 2016, the Parent Company has unpaid subscription in Cyber
Bay amounting to P481.68 million, which is presented as “Subscriptions Payable” in the
consolidated statements of financial position. Cyber Bay under “AFS financial assets” amounted to
B576.06 million and B610.76 million as at September 30, 2016 and June 30, 2016, respectively, net
of allowance for impairment losses amounted to B527.48 million as at September 30, 2016 and June
30, 2016 (see Note 8).



Z0, Gpersling Expenses

September 306,  Septermber 30,
. Zile M5
T (In Thousuandsy
Pareonnel ewpenres F33078 B3 1592
Depreccation and amuorizabion
(tates 12, 12 and [4) T A 4,577
Rental 4,525 5.8z
Lommupsation and ransporiation 2019 2045
Tuxes und licenses 2019 &.158
Professional and lcgal foes 1,077 16,962
Janitaria. and security AErvices Lall 1,920
Marketiog expensss 1,234 U3
Supplias and repairs Rief 1457
Prowision for Impaimment losses (Maore 3) 485 3535
Insurance 324 1,050
Represeniations e il 28
Cthers 1A 1HET
#alISE o e

Oithers congist mainiy of various charges thal are individpally immakerial.

. Retirement Tlan

The Sroup has a fonded. nancentributory retitement plan eovering all its regulac employees. The
plan provides for retingment, separation, desility snd deatn beoetis e ils members. The neomnal
retiremcnt benefit s kaser on a percentage of the employees” Anal monthly Salacy for every year of
coedited servnse.

The leicst independent actuarmal waluation doted Aupgust L8, 2006 was Cotermined uging the
projetted omt ceedil sethod n aceordance with PAS 19,

2. Earmings Per Share

The following table presents informesion neccasry 1o calculale basic sermings per shars:

Aeplembeor 33,
. e Sepiember 30, 2000 2013
2, Teel iranes atbrbulabog i
squsty Aiders o the Facent Bl 194,934
B. Wl;'.it:_l‘l[l;‘::l Hwerz e n Iser ol
shares A5 IRL638 2,367,149
Cazic enrninizs pey share (2] | CIRAH ] 209




23, Bepmend Infurmation

Business Segmznlg

Tae Ciraup’s speraling buginesses are organized and manzeed ssparacely according “n dic natic
of s=rvicos pravided and :he differont mirkets seovad, with cach scoment representing a strategic
bisiness anie.

The indusiny scgments where he Parent Company and 19 subsidiaes orad assosintes opersle e
gs follorars:

=  Holdinz company
¢ Finanecial sorvices - msurince and czlated brokerape
v Heal catete end properoy developricit

«  Mizufacturing and distiboton - inznofacire and distnbusion of bevsaage e com@omnie cles
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EL N

Lonp-term [ease

On Amguet 28, (930, TPL o susiciary, throogh e decd of assignment, acquited all the syghts, tiles,
interests g obligations of Guottecd [nvestment, e, on o eontragl of Teass of the Jaed swned by
FNER for the Tutubat Torminal ond where the TFL's mall = located. The contract provided for o
paymenl of & guArantped rninirmum acnoual cenia? pluz a certain perceniage of gross sales, Tl lease
cavers 8 perigd of hwenby v (25) yea until 2015 and is zoiomadeally rencwatle s anglher
twenty five (23] yesrs sihject o comnplianes with the tero: and condidons 0¥ the bease agrecmenl.

On December 22, 2008, TP eenewd itz lenge coolrcl wilk PMR for another twoncy five (25 yeass
Buginnung Seatember 5, 2014, the end of the oiginzl lease apreems,

A% ) Seplznber 20, 20046 and Fune 30, 2516, the 2 garegate ahual commilments <n thess sxisline
leage apeoiners for 1 secoceding years are as foliovws:

Seprben ber 30,
Lk L Tuare ’I{I,@
[In Taousands)
Lass than ooe (1] voar FLZ1,030 BLoER07
oce e fone) 1 vedr but noc 1noce 1280
[Srveh 3 years T STH 47 57 5
Motz han (freed 5 g 2 5T 100 1041 850

¥3 450,722 B3 503 24 ]

Usroup &5 a Losaor

The Gryap has entered oo cormimercial proporty leases on iy bwildings  These leases 1ave
remamning rerme ol ooe {1 yzar Lo less thae fve (5) vears, Rencwaly arc gobject w Ge petuzl
eongan| of the leszor anrl 11 Zesree

Tenanty are regciped 10 pozl securily deposids, which shall be rejunded, witzoul intorast, within
eoxy (500 daws alter the expiration of the lease poricd, tdeducizng the amount of dameges to the
leased promises, ifany.

X3

Lontingencies

The Grong is conlingently Lkl Moz Liwso:ts or claxns, and as=cssmicors, which are either pending
decision by e cogots or wodec negotiaion. hMinagemenc and i legal counaels beliewe Lhal O
cvenlual ouleongw: of hese Jawsnils or claims will not have o macerial effzcr on the consolidated
financial statements. T iz possible, Tovwever, thal Mufure cozulls of opemtioos cond be mateially
affectzd Ly chenges In the estinmes o in e effeciveness of e sirepies relsling ‘o thes:
procacdngs.

J4s

Finnncial Risk Managenent Ohjectives, Pollcies and Capital 3 awagement

The Graup Wz varous Tinancial Ingiceonenls secl as cosh and cash eyuivalens, receivables, amounls
cwed oy Mo relaled pamics, ATS financial asgels, 10T evestments and subscripbons pavable. The
main purpase of these Oancial instraments is (ooAise s aod maizlazn conineily of fnding ancd
tinancial flexikility foo the Sromp, The Gzoup Tas ofher Bnancil lubaliies suz? as accounts pavabie
and acerced Zxpetives and cental and other deposits, whes arize drecUy from its opecalions.



The main risks frem Lhe bze nf fitancial instrumsnts ere credit risi, lquidity cigi, Tereign correnty
risk, cquity puice risk and imesesy tane sk, The Group's BOD revicws ans sppioves policies Tor
managing 1hese risks ox summarized belgw,

Cradir Fign
The ¢Jreayy's credat rish oniginites from the polential Inss arising Fom any failue by connterpadics
w ulfill heir obligations. as and when they fall duc.

The Graup irades only with secognized, repu'shle and credivecnby thisd paclies andfor tranzacts
gnly wth instittions snd'or benks which have demonstriter financial soundoess. 1t iz the Group's
policy that all customers who wish to ade an cedd Seroe ace sukjecl 0 coedit werification

procedurss.

The UToMp*2 &oss maximum sxpasine (¢ cisdil risk of (s fiiancial asscls, which moily comodse
of cash, exeluding cash on hand, receivables, amoants pwed by related paries, AFS nvestmemis
ard HTM ivestoee s arises frnn defuull of Be counterparty «hich has 2 maxicum exposar: egual
to the carrying amaunt 2f (hese nsivmenls o reporurg dute.

Crmectit Erality of Reithar el due qor f.-:rpm'rqﬂ __i'Ta.'.;:.'n:.:l'm' assaf

The credilquaiily of Tingocial assets §s beang o gad By the Group by prouping it financial aggels
inla Iwo: (o) High prade firencial sssers ae those thet are cocreml end  collectible;
{b) S1andecd prede finaocial asseee need 16 be congizbendly Tollovwed up but are still collscnble.

The tallee teelow show the credil guzlily by cluss of financial assces hased oo the Group's cmedin
ralirg myeicm:

September 30 2016

Maltlier past due wor imgeiired  axt due nr
Stondard  Individwally
ITiph zraile prinle lmpaire Tatal
[In Thiwsaitdt)

Lalvewas el Receivaling:

Cuzh nad eaab equivilenis P1 337,701 B- P- EL337,701
Recchvibles:
I'rade detitors Er L - 0,950 123470
Mmesuranee reod ke 1844343 W7 147 456 ARl 625
Cilliers am4Ts - 1498 536 N IR
Anmmunks gwed Try
rélaled prariies 1,202 0532 - 1,625 140,607
Depasiis {Lrder “ihery
nancirrent aseets'') 128, 2kg A0 19,614
AFE Fireacied Asyefy;
Ll evpuily' sevurilles 11,2512 - 538403 L1968
Duared delst sucuritics J15,13 - - 115,186
UJll‘|I.I|Z|[|:-|] delst Avcorilivs 11,058 - - 11,058
Mom lbsted equity Jo WHE 175,074 - - nsat
Finapclal assets al FYFIL 13,695 - - 12,095
BT 6] L FEIL 0E PE26 015




Jupg 30, 2016
Beeiclizr nasc dus nor inpaire:l Fasydios ar
Saoncard  indiwicuelly

High wail= price npaiced Tala'
(In Thoskuuls) .
Loong gy Recvivalde::
Casl: anil cash equivelence B hOH EYE F- ¥ 1,306, Y4
Raceavables:
Trade detars 25,440 - 13 408 112,REE
Tm=urarnzr recesvikbles 131,503 7876 L5208 Ar I
LoEns regcivable | 467,055 - - | ag7,350
CiLhe—s 57 50 - L33 £56 234,554
Lepeges qunder "Orher
nansurrerl 2ies %4992 - 2[5 141,4H)
A58 Flageneiel disei:
Listed equily BLeur lics an4, Gk - R,a07 I,533,003
Cruab=il debt sepcrifies 05,80 - - 05,404
Lingqueted debt socurtics 7,0ug - . T ang
Fombislsil cquice =omarties Qp A0 - - 51l 504
Flaawsiod dsreds of FRFL, 12,71 - 12,703
B SR 123 ETETE e F5 509 182

Tlia ables below zhowr the aging anglyses of fuancial zsscls pes class thal e Sooup held a5 a
Sepeeniber 30, 2016 and June 39, 2014, A Ananesi| asset oz pastSue when 2 countezarly has failed
o trike piymenl when contractoally due

September 30, 2014

Hrdher posi Trilpg bed ol Impadred
dug oyr  Lmsdhan 314040 (] io Trrr Indijvidially
loupalred 3 ilays vy 33 A \LayE infralrol Todnl
WL Thecd1ads?
T ouny vap' froevmdics:
Lowh sl ek
raulvp|rais P1137, ™I B P B- [l L F1A3T,TL
Iteeelvahile:
Trad: detdors 3,519 104 175 2217 14,47 47,14 13,40
o rurg reyeivablee LYF, e 4,074 70 L) 135, H5] LR S K| g1
Ciberrs Al1s 2Us - - = hOE, 32 177,012
Ampnnes pised hy
relalcd pardies 1IN 152 - - - - 1415 1,005,617
eeprauliy fuwagr “Ulkgr
nolCelcent st 145,200 - - - ELo ) 14604
| FF Fuaucle' Apaoes
LIrtaif vgultr eacarities ¥,z - - - 38,443 | A9, RS
Qrupled Al becucillya M5, 15€ - - - - RTER LT
Unrpiniedd delst
apaurhilas 11,08 - - - - 11,055
Arnlsicd equuy
usurllles L75,004 - - = - - 175,04
kinoiir il aesi:ls 3t FYJ'L L2, 05T - - - IJIE'JS

F4131 017 B3, 113 Fii.ka Fio:0  #1rDTRz PEEGLARE M8 AT




Tune 0. 2014

Mgither pay Fas1 dup b wad impalined
due nor  Loss uham Al AR L] ver  Tndideel]y
.. [mipplmd 30 4ays doys davs 0 dayy Inepairel Tild]
hn Tinnsamla) a
Loans aed factiimbice
Gt and cuth cquivalons BADEAA R- fo= - P- P~ F1A06584
RrZéawalil zs:
Trade Jekbeo:s AN 2,651 1254 ] 14093 hifi,501 LIE#3d
lubmanzg ravzivable IT1HY3 u 143 =07 a5 o2 [ Lk s YAl
Lnzrs coemivahle | 46T 330 - - - - - 147554
Hlis 14T H - - 10E 552 ZGEE5]
Iz sl "Cither
MU RS 269 15 14,vm - - - : A% 19,4
WS Faman o) Ascer
Lisled equizy saouritizs A9, 5] - - - - 51403 1531001
Thwdd delyl seraailies LLEE S - - - - - 3l 40q
Urecaooodl 2atw
LTS 7,005 - - - - - 1008
Howlisin! muily
g ilias 00,534 - - - - npsH
Einaical agsen pe SWIL 13, - - - - 1 3.1
_ F{51E123 R1Z2M) A ] et N NB | el H% 157 Enun:
Liguidioy Risk

Liquidisy dsk anses when theve i a shontape of funds and €he Croup us a conssgoence coald nol
1L i1s ralucing oblicalions.

In the apagerment ¢ ligqudily, the Group monitoes end maialaing a beee] of sash deemed adegoate
by the Management o e e Gronp s operatiens and milgace Lhe ofTecls of fluctuacons in cash
Baws.

Tne liSles Selow summarize the matuay paedile of e Groop's Gnancial Rabilitdes a5 o
seplembet 30, 2016 and June 30, 2005 bazed an cottiscloal yadiseepnted parymenls:

Septomber 34, 2016
n Le=s than Itad ola 17 CFei:t
demeard Y mamchs  neenchs 1agnrhi 1 ywur Taial
Tn Thou=nds}
Acraunts payuld: 1nd
neirued eppimbs Pald 5 % 51 0LL P11 545 FLId 411 FETHIE B3, T
Suburrlplion parable +H1405 - - - - H e
12ental aod mdber deposits a5 11,531 7,495 B.70& [kL.123 314,705

F1,140.557 P54 F3L.064 F143,467  FIST.06% K1 S39,0104




Jure 300, 2016
i Lass shaon dreah tn 12 1aver
!ﬂan:l 3 innnths nenik moesahs | yiar Taisl

[In Thouznds]
ACCmInLs payshle: 2ed

ansrird gapenkid [ Ny L1 Fan Aas Pl 3 FA-  R4elaRd

Sx-asnpton prahe dEZ AT . - L[ e

Fezntal o olher deposts FORAE] T3 L2 14,1540 3456 #IM A1
[0 5931 RaT 137 255 FI4E160 W00 B BSTOR

Forvigpe Currepcy Rive

The Gruvp's fureign curreney risk cesules fram the forcign cxchange ras nwivemenls of (ke
PLilippinz paosn agains the 1tced Staes dollare (LIS)2), Buropenn Monsiery Unian (EUR) and
Cirea® Brilwin Pound (GRTY, The Group's fumeign corrency riss wises primacily from its cush in
bunks and trade pavzbles,

The Graup monilors end asscsses cagh flowa fron ancieipated trangactiong and linasing aeresnealz
depiainaed in VS0, LU and G131

The talabe below summutizes the Group ' s cxposure 1S FIcign CUTEICY s 85 3% Repestben 30, 208G
and Jepe 30, 216, [neloded in ke sble pre the Group's assels and Liabilitics a7 carrydng amouncs:

Seplember 30, 246 Jumg 30, 2014
Foreign Prosio Forcign Posa
Cutteney Equivalent  Currency  Fguivalent
({In Thouzands)
Financial fgger
Zash in hanks
L0 L] PaT iz oA
Shan-lermn inves lmenls
5O - - - -
Finaneaal Liabiliny:
Apconnts payaklz
uso z o7 i G4
ELR 1 54 L a1
e 1 ot | 31
Mt Enancial izse 5- B- - -

Ag ad sepleznber 30, 2006 and June 30 2015, the ¢xchange retes of athar curnencics ta Philippine
Pagu are a3 follows:

Scplember 30,
. 20L& Juag 30, 2016
LIS AR 33 Py 0
ELIT: ST el

(1AL £2.60 63,06




Equiy Prroa ik

Equity prics 1i2k 8 the; sk bt the (e volues of eguities decrease 32 the resall of chay g inche
levels of pquity imdices ard the vaive of incividuzl stock. Tle squity price sk se0sere LEges
from the Growp's invosenent in aineks  Koaily investmens of the Group i categarized az AFS
Inwesimznls.

Tz Ciooup measures the sensilivity i &quity sacunli=g by gsioge Philippine Sock Exchanpe
index fluchiatuns and its aflect Lo respectve s7ane prices.

The Siecup's policy is o mainfain the nisk b an acceplalle level.  ddcwement of ghare prce
monitared regulacly o deerotine ifpaél on 1% Financial positzan.

The basic zensitivity analysis araumas that ihe siock™s stardand deviaton on its Listoricel vield for
Lthe pagr n2 ywear prevides the basis for reasonally possible change in prooes o7 Lhe stock invesioent.
Tac Cugup gstalilishes (he relative range of siock mwescment yields based on hisiorcal slané ard
Jeviaticnw TOr e yaar

fafereii Qe ik
The Group’s cupogwre o the risk for changes w mackel interest 1ate relaes G0 cpnted debe
it mente.

Ihe Uroop regulatly monitors the narker jnlecsse iy thovements 1o 255355 SXpOsUN: Lopact.

Capital Mapap=menl

The prirmiry abjective of the Groop's capital menagszent i3 0 splicnize the use and eamings
asotential of the Gigop™s sesources aod considering changes in scaantnic comditiong fad e oisk
chzracteristics of G Gloup®s astivilees,

The Groap menages its capibal sbuciuee 2od wd'ces sljustments o it in light of cl:anges in ceonomic
epnd:fions o mainGin o sdjuer the cepital stragture, e Group may adjust 11 dovidend payment
tr shanzholdess, netues vapitel to sharcholders oy issee nowe shases. Mo clangpes wens roede in <bhe
clijcciives, palicios or processes a5 ol September 50, 2018 and June 302005,

Az ol Septombes 30, 2000 Al Tune 3¢, 2016, the Group considers te following aceaunts a5
capilal:

&eprember 3t
2016 Jome 1k 2014
Capital stk FL755. 824 BII30.576
Addditional peid-in capatal 158654 _ 329,904
B4, 35 4T 2, 064) 420

Tl Groap is not subraet to extemally imposed capital requiretents.



7. Tivencial [nstrumeots

The followiay inethad and assumptions wersuzed o csomate the fair vale of vach cluss of finoncial
instruzients for which 7 is practiceble 1o estimais such valies at Sopioniber 34, 2666 ard Tone 30,
2014 arc sel out balaw:

Cask ard Caslt Egtevafenns
The cacrying amoun: of cach and cash agulyalents approximates its [nir values due to the shii-lerm
masutity 0f (125 financia | instrumerL

flecervafias, Apcownis Papminc and Accrwed Expenses ang Arounrr owed b Seloted Portics
The carrying amouns recsivables, iceounts payable 1nd acerued expenges and amounss cwed by
related parlica approxirmiske their Fair valuss due 4a the’r sharce-icim nane:,

fewdal pad Deier Dvpnyics
Current portion of cental and gther deposils the camying amourts approsimates is Gait waloe due i
the Sivocllerrn matucity of 1oz financial insirunsen.

The fair values noncurren securily deposil recorded under *Rertal and nthare deposils™ app-oxmmats
itz emortized cost which was bagad on the present value of 198 Buture cozh fows,

AFE Finenciol Asseid

AYS eguity (inancial assrts that are Listed are bsed on their bid poces as o1 Sepleoker 30, 204 A
Ture 30, 2014, AFS deb financial astels that 2 cpunted 2re based on mereet prices. Unguatcd dekd
and nonlisded AFS financial assets ae hagst on Zaesn 2vilable tmnsaction price al e 2ol of the
Teparlisy perod.

Finaucial Assees ac PR,
Listed equizy socurities elesignated a4 firaneinl assets ot FYFPL are aased an <heir bid prises,



PFRIME QORI PHILIPFIMNES, TNC, AND 3URS INIARIFS
AGTSG DF ACCOLNTS RECEIVABLE
A5 ot Seplembor 20, 2416

. _AMOUNT
[ T S 35,099
Tto I3 daya 2,430
3L e Gbdaws 3,25d
Al1c Boduva 1.
Cheer tHY d s ) A0,5F7
ol receivable-irode L1233 A4T0
Agvances e Fmployess T.oE
Tva e 1y W2 8wk b 03, 02F
Olhets 268, Lk
_Yotal suim-irade receivakie 635657
Total rog glvatde A NLT
Allpmance for doubdlu) accwuanls (1131243

443874




