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EquityVentures

SECURITIE®S EXCHANGEOMMISSION

SE@uilding, EDSAGreenhills
Mandaluyong, Metro Manila

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of Aboitiz Equity Ventures, Inc. (Parent) is responsiblefor the preparation
and fair presentation of the financial statements including the schedulesattached therein, for
the years ended December31, 2019 and 2018, in accordancewith the prescribed financial
reporting framework indicated therein, and for such internal control as management
determines is necessaryto enable the preparation of financial statements that are free from
materialmisstatement, whether dueto fraud or error.

In preparing the financial statements, management is responsiblefor assessinghe Company's
ability to continue asa goingconcern, disclosing,as applicable matters related to going concern
and using the going concern basisof accounting unless managementeither intends to liquidate
the Companyor to ceaseoperations, or hasno realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company's financialreporting process

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

Sycip Gorres Velayo & Co., the independent auditor appointed by the stockholders, has audited
the financial statements of the company in accordancewith Philippine Standardson Auditing,

and in its report to the stockholdersor members, hasexpressedits opinion on the fairnessof
presentation upon completion of suchaudit.

ENKIQUE M. ABOITIZR
Chairmani;P4heBoard

INM. ABOITIZ
President & Chief Executiy Officer

@ a
K.4.0£ANt
SeniorVice de Chief Financial Officer

Signedthis 6th day of March, 2020. - -—-J \
i )PQA SECTION

NACTower, 32ndStreet, BonifacioGlobalCity, Taguig1634, Metro Manila, Philippines
Tel: 1632j886-28001Fax: 16321886-2404www.aboitiz.com



Republicofthe Philippines)
Taguig City )S.S.

Before me, a notary public in and for the city named above, personally appeared

Name Passport/CTC Date/Placelssued

Enrique M. Aboitiz Jr. P6213075A February8,2018,Manila
11046923 January 24, 2020,Cebu City

SabinM. Aboitiz P2003168A February 23, 2017, Manila
11079533 January29,2020,Cebu City

Manuel R. Lozano P7066571A May 6, 2018, Manila
00859193 January 16, 2020, Taguig City

who are personally known to me andto me known to bethe same personswho presented the

foregoinginstrumentandsignedhe instrumentin my presenceandwho took anoath before
measto suchinstrument.

hﬂROGZOn
Witness my hand and seal this of p

itty. Sti ~ Mari
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PageNo. Q No
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MOLE Compliance No VI 001109Q

BLRmMU OF INTERNALREVENUE
LPhaTaxPWEns DiViSiON-CEBU
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IN)EPENDENTAUDITOR'SJIEPORT

TheBoard of DirectorsandStockholders
Aboitiz Equity Ventures)nc.
32"aStreetBonifacio Global City
TaguigCity, Metro Manila

Philippines

Report on the Audit of the Parent Company Financial Statements
Opinion

We haveaudited the parentcompanyfinancial statementsof Aboitiz Equity Ventures,Inc.

(the Company), which comprise the parent company balancesheetsasat December 31,2019 and 2018,
ztndthe parent company statements of income, parent company statementsof comprehensive income,
parent company statementsof changesin equity and parent company statementsof cash flows for each of
the threeyears in the period ended December 31, 2019, and notesto the parent company financial
statementsincluding a summary of significant accountingpolicies.

In our opinion, the accompanyingparent companyfinancial statementgpresentfairly, in all material
respectsthe financial position of the Company asat December3 1,2019 and 2018, andits Htnancial
performanceand its cashflows for eachof the threeyearsin the period endedDecember3 1, 2019 in

accordance with Philippine Financial Reporting Standards (PFRSS).
Basisfor Opinion

We conductedour auditsin accordancewith Philippine Standardson Auditing (Pdas). Our
responsibilities under thosestandardsare fiirther describedin the .4z£dfros Responstbi/ff/eslor //ze4ud/f
ofr/ze Pare/zfCoznpanyFf/za/zcfaSraremenfsection of our report. We areindependentof the Company
in accordancewith the Code of Ethics for ProfessionalAccountantsin the Philippines (Codeof Ethics)
together with the ethical requirements that are relevant to our audit of the parent company financial
statementdn the Philippines, andwe have fulflled our other ethical responsibilitiesin accordancewith
theserequirements and the Code of Ethics. We believe that the audit evidence we have obtained is

sufficient and appropriateto provide a basisfor our opinion.

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

Management is responsible for the preparation and fair presentation of the financial statementsin
accordance with PFRSs, and for such internal control as management determines is necessary to enable
the preparation of parent company Hulancial statementsthat are f'ee from material misstatement, whether
dueto laud or error.

A member firm of Ernst & Young GlobalLimited
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In preparing the parent companyfinancial statementsmanagements responsiblefor assessinghe
Company's ability to continue as agoing concern,disclosing, asapplicable, mattersrelated to going

concernand using the going concembasisof accountingunlessmanagementeither intendsto liquidate
the Company or to ceaseoperations,or hasno realistic altemative but to do so.

Those charged with governance are responsible for overseeingthe Company's financial reporting process

Auditor's Responsibilities for the Audit of the Parent Financial Statements

Our objectives areto obtain reasonableassurancebout whetherthe parentcompany financial statements
asa whole are free from material misstatement, whether due to b'aud or enor, and to issue an auditor's
reportthat includes our opinion. Reasonableassurances a high level of assurancebut is not aguarantee
that an audit conducted in accordancewith Pdas will always detect a material misstatementwhen it
exists. Misstatements can arise from fraud or error and are considered material if. individually orin the
aggregate,they could reasonably be expected to influence the economic decisions of userstaken on the
basis of theseparent company financial statements.

As part of anaudit in accordancewith PSAs, we exerciseprofessionaljudgment andmaintain
professional skepticism throughout the audit. We also:

° Identify and assesdhe risks of material misstatementof the parent companyfinancial statements,
whetherdueto fraud or error, design andperform audit proceduresresponsiveto those risks, and
obtain audit evidencethat is sufficient and appropriateto provide a basisfor our opinion. The risk of
not detectinga material misstatementresulting from fraud is higher than for oneresulting from error,

as6'audmay involve collusion, forgery, intentional omissions, misrepresentationsor the override of
internalcoritrol.

°  Obtainan understandingof intemal control relevantto the audit in orderto designaudit procedures
thatareappropriatein the circumstancesput not for the purpose of expressingan opinion on the
effectivenessf theCompany'sintemal control.

Evaluate the appropriatenessof accounting policies used and the reasonablenessof accounting
estimates and related disclosures made by management.

Concludeon the appropriatenesof management'suse of the going concembasisof accountingand,
basedon the audit evidenceobtained,whether a material uncertainty existsrelated to eventsor
conditions that may cast signiHlcantdoubton the Company's ability to continue asa going concem.
If we concludethat a material uncertainty exists,we arerequiredto draw attentionin our auditor's
report to therelated disclosuresin the parentcompany financial statementsor, if suchdisclosuresare
inadequate to modil3' our opinion. Our conclusionsarebasedon the audit evidenceobtainedup to

thedateof our auditor's report. However, future eventsor conditions may causethe Company to
ceaseo continue as agoing concern.

Amember firm of Ernst & Young Global Limited
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Evaluate the overall presentation, structure and content of the parent company financial statements,
including the disclosures, andwhether the parent company 6tnancial statementsrepresentthe
underlying transactions and eventsin a manner that achieves fair presentation.

We communicate with those charged with govemance regarding, among other matters, the planned scope
andtiming of the audit andsigniHIcantudit nmdingsijncluding any signi6lcantdeficienciesin intemal
control thatwe identify during our audit.

We also provide thosechargedwith govemancewith a statementthatwe have complied with relevant
ethical requirements regarding independence,and to communicate with them all relationships and other
matters that may reasonably be thought to bearon our independence, and where applicable, related
safeguards.

Report on the Supplementary Information Required Under RevenueRegulations 15-2010

Our audits were conductedfor the purposeof forming an opinion on the parentcompany financial
statements taken asawhole. The supplementary infomlation required under Revenue Regulations

15-2010 in Note 24 to the parentcompanyfinancial statementds presentedfor purposesof filing with the
Bureauof Intemal Revenueandis not arequired part of the basic financial statements.Suchinformation

is the responsibility of the managementof Aboitiz Equity Ventures, Inc. The information hasbeen

subjectedto the auditing proceduresappliedin our audit of the basicfinancial statements.In our opinion,
the infﬂmllation is fairly stated,in all material respectsjn relation to the basic financial statementgaken
asawhole.

The engagemenpartner on the audit resultingin this independentauditor's reportis
Maria Veronica Andress R. Pore.

SYCIPGORRESVELAYO&CO

IN: VN e uaawo'4. »+.
MariaVeronicaAndresaR. Pore
Partner

CPA CertificateNo. 90349

SECAccreditation No. 0662-AR-4 (Group A),
November2 1, 2019, valid until November20, 2022
Tax Identification No. 164-533-282

BIR AccreditatioNo.08-00998-7120B,
February 26, 2018, valid until February 25, 202 1
PTR No. 8125281, January 7, 2020, Makati City

March 6, 2020

)paA secTioN

A member firm of Ernst &Young Global Limited



ABOITIZEQUITYWENTURESINC.
PARENT COMPANY BALANCE SHEETS

ASSETS

CurrentAssets
Cashand cashequivalents (Notes4 and 10)
Trade and other receivables(Notes 5 and |O)

Other current assets(Note 61
Total CurrentAssets

NoncurrentAssets

Investmentsand advances(Notes 7 and 81

Due from subsidiaries- net of current portion (Notes5 and |O)
Property and equipment Incite ill

Financialassetsat fair value through profit or lossIFVTPL)Note 21)
Debt investments at amortized cost

Deferred incometax assets(Note 19)
Other noncurrentassets

Total NoncurrentAssets

TOTAL ASSETS

LIABILITIESND EQUI'W

CurrentLiability

Current portion of long-term debts

Currentportion of leaseliabilities

Accounts payable and accrued expenses(Notes 9 and 12)
Totalcurrentliabilities

concurrent Liabilities

Long-term debts INote 121
Leasdiabilities
Egegpnliability Incite 18)
Total NoncurrentLiabilities

Equity
Capital stock (Note 131
Additional paid-incapital(Note 13)
Actuariallosses on defined benefit plan(Note 18)
Retainedearnings(Notes 14 and 22)
Appropriated
Unappropriated
Treasurystockat cost(Note 13)
TotalEquity

TOTALLIABILITIESND EQUITY

Seeaccompanying Notes to Parent
LARGE TA>PWERS DI\:SiOFJ-CEBU

APR1 3 2020
:PaASECTIONINIT

2019

P1,840,190,228
1,321,583,179
1,170,652,426
4,332,425,833

81,591,256,773
590,000,000
369,087,342
78,615,200
80,031,287
26,053,853
107,327,684
82,842,372,139

P87,174,797,972

P16,615,481,570
51,205,778
561,888,899
17,228,576,247

20,240,217,388
132,643,670
31,484,462

20,404,345,520

5,694,599,621
12,693,153,652
(108,087,306)

4,200,000,000

27,627,456,181
(565,245,943)
49,541,876,205

P87.174797,972

December31

2018

P5,673,114,129
1,275,835,947
1,070,325,529
8,019,275,605

70,821,225,135
600,000,000
263,343,459
182,359,711
154,132,317
46,741,034

148,826,328
72,216,627,984

P80,235,903,589

327,965,885
327,965,885

31,862,218,676

91,214,778
31,953,433,454

5,694,599,621
12,693,153,652
1157,056,073)

4,200,000,000
26,089,052,993

1565,245,943)
47,954,504,250

P80,235,903,589



ABOITIZEQUITWENTURESINC

PARENTCOMPANY STATEMENTSOF INCOME

REVENUE
Dividendincome
Management, professionaland technical fees Incite 101

COSDFSERVICESlote 15)
GROSS PROFIT

General and administrative expenses(Note 261
Interest income (Notes 4, 5and |0)
Interest expense (Note 12)

OTHER INCOME (CHARGES)
Foreign exchangegain (lossy- net
Gain (loss)on sale of:
Investment in subsidiaries(Note 71
Property and equipment
Servicencome(Note 101

Reversalof impairment on(write-off of} investments and
advances, project costs and other assets(Note 7)

Rentincome Incite 10)

Unrealized mark-to-market gain(loss) on financialassets
at FVvTPL

Others (Note 10)

INCOME BEFOREINCOME TAX

PROVISIONFOR(BENEFITFROM)INCOMETAX (Note 19)

NET INCOME

EARNING®ERSHARHENOote 14)
Basicanddiluted, for net incomefor the year

Seeaccompanying Notes to Parent Company Financial Statements.

2019

P10,922,347,563
1,197,135,035
12,119,482,598

884,258,674
11,235,223,924

[838,922,704)
229,539,882
(1,731,329,470)
(2,340,712,292)

(19,716,376)
486,031

80,981,757

[39,398,842)
6,621,514

1,343,841
159,813,398

190,131,323
9,084,642,955

35,217,671

P9,049,425,284

P1.607

BUREAUOFINTERNALREVENUE
LARGETAXPWERSDIV:SICTJ-CEBU

:PQA SECTION iniTix.L

Years Ended December 31

2018

P9,657,906,755
1,417,777,041
11,075,683,796

604,807,742
10,470,876,054

[978,194,226)
451,058,879

11,553,541,680)
12,080,677,0271

554,617,061

166,868,871
1578,669)
92,069,354

137,4i0,4s3)
5,496,983

13,03s,402)
186,204,971
964,232,716
9,354,431,743
151,739,405

P9,202,692,338

P1.634

2017

P9,636,257,603
1,244,040,769
10,880,298,372

627,716,924
10,252,581,448

(785,520,131)
407,715,480
11,553,541,680)
(1,931,346,331)

(68,159,678)

258,864
100,125,637

163,732,281)
8,630,434

165,178,640
142,301,616
8,463,536,733
(28,669,728)

P8,492,206,461

P1.508



ABOITIZEQUITYVENTURESINC.

PARENT COMPANY STATEMENTS OF COMPREHENSIVEINCOME

Years Ended December 31

2019

NETINCOME P9,049,425,284
OTHER COMPREHENSIVE INCOME FLOSS)

Item that may be reclassified subsequently to parent
company statements of income:

Netunrealizehark-to-markefains
on AFSinvestments

Item that wilmot be reclassifiedto parent company
statements of income:

Actuarial gains (losses)on defined benefit plan (Note
18) 69,95S,381

Incomeaxeffect (20,986,614)
48,968,767

TOTAL COMPREHENSIVE INCOME P9,098,394,051

Seeaccompanying Notes to Parent Company Financial Statements

BUREAUOFINTERNALREVENUE
LARGE TAXPWERS DIVISION-CEBU

APR f 3 2020

3PQA SECTION IUITLC.

2018

P9,202,692,338

(103,753,703)
31,126,111
172,627,592)

P9,130,064,746

2017

P8,492,206,461

5,603,383

148,885,760
144,665,7281
104,220,032

P8,602,029,876



ABOITIZEQUITWENTURESNC

PARENTCOMPANY STATEMENTS OF CHANGESIN EQUI'V
FOR THE YEARS ENDED DECEMBER 31, 2019, 2018 AND 2017

BalancesaUanuary 1,2017

Net income for the year

Other comprehensive income

.byi comprehensive income (loss) for the year
Reversalofappropriation during the year(Note 14)
Cashdividends - P1.33 percommon share (Note 14)
Balancesat December 31, 2017

BalancesaUanuary 1, 2018, as previously reported
Effects of adoption of new accounting standard
BalancesaUanuary 1. 2018, asrestated

Net income for the year

Other comprehensive income

Total comprehensive Income (loss) for the year
Purchaseoftreasury shares (Note 13)

Reversaif appropriation(Note 14)

Appropriation during the year (Note 14)
Cashdividends - B1:28 per common share (Note 14)
Balanceat Decembe8l, 2018

BalanceatJanuaryl, 2019

llleats of adoption of neWaccounting standard (PFRSL6)
Balancesat January1, 2019, as restated

Nct Income for the year

Other comprehensive income

Cashdividends - P1.32 per common share(Note 14)
Balancesat December 31. 2019

Additional
CapitalStock Paid-irCapital
Incite 13) Incite 13)

PS,694,599,621 P12,693,153,652

€!,$91,$99,q?! pt2,603,ts3.652

PS,694,599,621 P12,693,1S3,652

$,694,599,621 12,693,1S3,652

P5,694,599,621 P12,693.153,652

P5,694,599,621 P12,693,1S3,652

5,694,599,621 12,693,1S3,6S2

5,694,599,621 12,693,153,652

PS,694,599,621 P12,693.153,652

Seeaccompanying Notes to Parent Compo Yy FinanciaStatements.

NetUnrealized

Market-to-Market ActuarialLosses
Gainson  on DefinedBenefit
AFSInvestments Plan
P1.973.813 IR188,648,513)
5.603,383 104.220,032
S,603,383 104,220,032
P7.577.196 1p84,428,481)
P7,577,196 1p84.428.481)
(7,577,196)
(84,428,481)
(72,627,592)
(72,627,592)
° (PIS7,056,073)
B- (P157,0S6,073)

1is7.0ss,073)

48,968,767
(108,087,306)

(P108,087,306)

APR 1 3 ZaZO

LNtTIAL.

opal secT1oy.

RetainedEarnings

Appropriated
(Notel4)
P2,717.000,000

(1.095,000,000)

P1,622,000,000

P1,622.000,000

1.622,000,000

(1,622,000,000)
4,200,000.000

P4,200,000,000
P4,200,000,000

4,200,000,000

4,200,000,000

P4.200,000.000

Unapproprlated
Incite14)
P24,S73.775,S72
8,492,206,461

8,492.206.461
1,095,000.000
(7,492,944.101)
P26,668,037,932

P26,668,037,932
7,577,196
26,675,615.128
9,202,692,338

9,202,692,338

1,622.000,000
(4,200,000,000)
(7,211,254,473)

P26,089,052,993

P26,089,052,993

t7s,73s,szt]
26,013,317.072
9,049,42S,284

35.062,742.356

(7,435,286,175)
P27.627.456.181

Treasuntock
[Note13)

Tata

(P521,131,5S43) P44,970,722,602

(PS21,131.543)

(P521,131,543)

1s2i,i3i,543)

144,ii4.400)

(BS6S,245,943)
tps6s,24s,543)

(565,245,943)

(565,24S,943)

(p56s.24s,943)

8,492,206,461
109.823,41S
8,602.029,876

17.492,944 tot)
P46,079,808,377

P46,079,808,377

46,079.808.377
9.202.692.338
172,627.592)
9,130,064,746
(44.U4,400)

[7.2t].zs4,473)
P47.954.504,250

P47,954,504,2S0)
17s,7ss.52x)
47.878.768,329
9,049,425,284
48,968.767

56,977.162,380

(7,435,286,17S)
P49,541,876,20S

I L 2CTCmem



ABOITIZEQUITYWENTURESINC.
PARENT COMPANY STATEMENTS OF CASH FLOWS

Years Ended December 31

2019

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax

Adjustmentsfor:
InterestexpenselNote 12)

P9,084,642,955

1,731,329,470

Unrealizedoreign exchangeloss 30,481,045
Depreciation and amortization (Note II) 109,356,708
Write-off of investments and advances,project

costs and other assets(Note 7) 39,398,842
Amortizationof computersoftware

Incites 15and 16) 4,464,660
Unrealized mark-to-market (gain) losson financial

assetsat FVTPL (1,343,841)
Loss(gain) on sale of:

Property and equipment [486,032)

Investment in subsidiaries(Note 7)
Interest income (Notes 4 and |O)
Operating income before working capital changes
Decrease(increase)in:
Trade and otherreceivables
Otheroperatingassets
Increasgdecrease)in:
Accounts payable and accruedexpenses
Other operating liabilities
Net cash flows generated from operations
Income and final taxes paid
Net cashflows from operating activities

(229,539,882)
10,768,303,925

[105,739,393)
[100,326,897)

224,292,036
(59,730,317)

10,726,799,354
[35,517,104)

10,691,282,250

CASHFLOWSFROM INVESTINGACTIVITIES

Interestreceived 245,954,932
Proceedsfrom redemption of preferred sharesby a
subsidiary(Note 7) 14,664,866
Proceeddrom saleof:
Investmentin subsidiaries(Notes/1
Property andequipment 5,509,861
Decreasdincrease)n:
Investments and advances Incite 7) (68,045)
Financialassetsat FvTPLland Debt
investments at amortized cost (2018);
AFSand HTM investments (2017 179,189,383
Other noncurrent assets 96,703,323
IForward)
LA REVENUE
i'SIOFJ-CEBU
APR 7 3 2020

DPQA S cTION

2018

P9,354,431,743
1,553,541,680
59,819,987
58,214,384
37,410,453
4,211,882
3,035,402
578,669
(166,868,871)
1451,058,879)
10,453,316,450

(332,004,293)
(134,850,306)

24,989,832
149,836,991
10,161,288,674

180,545,382)
10,080,743,292

541,595,369

220,292,000

1,170,553,281
2,196,090

122,301)

(29,676,555)
[350,757,345)

2017

P8,463,536,733
1,553,541,680
273,497,146
59,332,022
63,732,281

1,502,629

(258,863)

1407,715,4801
10,007,168,148

2,861,331,529
1143,864,109j

1202,232,870)
(88,676,990)
12,433,725,708

158,536,412)
12,375,189,296

309,503,071

24,191,000

8,343,986

(22,815)

1189,215,830)
57,666,632



Acquisitionsof:
Investments (Notes 7 and 8)
Propertyand equipment(Note II)
Net cashflows used in investing activities

CASHFLOWS FROM FINANCING ACTIVITIES

Dividends paid on common shares (Note 14)
Net proceedsfrom long-term debt

Payment of lease liabilities

Paymentof Interest

PlipQ$g(acquisition) of treasury shares(Note 131
Net cashflows used in financing activities

NET INCREASE (DECEREASE)IN CASH AND
CASH EQUIVALENTS

EFFECTOF EXCHANGE RATE CHANGES ON CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASHAND CASH EQUIVALENTS AT END OF YEAR (Note 41

Seeaccompanying Notes to Parent Company Financial Statements

QA SECTION

Years Ended December 31

2019

trio,784,6z28,es9)
#1,66sS,7sI

(10,288,343,890)

[7,435,286,175)
5,000,000,000

[58,391,532)
li, 7u,703,509)

(4,205,381,216)

Piz,40t,890,07

(89,274,67

(10,936,984,205)

2018

17,2n,254,473)

11,553,583,6691
144,n4,400)
18,808,952,542)

(3,802,442,856)(9,665,193,455)

130,481,045)
5,673,114,129

P1.840,190.228

Is9,at9,9s7)
15,398,127,571

P5,673,114,129

2017

il(Pi, 274,692,300
((ss,338,134

(1,129,564,390}

(7,492,944,101)

(1,553,456,690)

(9,046,400,791)

2,199,224,114

1273,497 1461
13,472,400,603

P15,398,127,571



4PQFIZ EQUITWENTURESNC.
NOTES TO PARENT COMPANY FINANCIAL STATEMENTS

1. Corporate Information

Aboitiz Equity Ventures, Inc.(the Company) was incorporated in the Republic of the Philippines on
September 11, 1989. Itisregistered with the Philippine Securities and Exchange Commission(SEC)
and isthe publicly listed holding and managementcompany of the Aboitiz Group of Companies.
Through its subsidiaries and associates, it is engaged in various business activities, mainly in the
Philippines, including electricity generation and distribution, banking and financialservices, food
manufacturing, real estate development and infrastructure. The ultimate parentof the Companyis
Aboitiz & Company, Inc.(ACO), acompany incorporated inthe Philippines.

Theregistered office addressofthe Companyis 32nd Street, Bonifacio Global City, TaguigCity,
Metro Manila, Philippines.

The parent company financial statements of the Companywere approved and authorized for issue
in accordance with a resolution by the Board of Directors(BOD) of the Company on March 6, 2020.

> Basisof Preparation and Summary of Signif cant Accounting Policies

Basisof Preparation
Theaccompanyingparent company financialstatements have been prepared on a historicalcost
basis,exceptfor investmentsin certain debt and equity securitieswhich are measuredat fair value

The parent companyfinancialstatements are presented in Philippine peso,which isthe Company's
functionalcurrency, and allvalues are rounded to the nearest pesoexceptas otherwise indicated.

TheCompanyalso preparesand issuesconsolidatedfinancialstatements for the same period asthe
parent company financialstatements, presentedin compliancewith Philippine FinancialReporting
Standards(PFRSs)Thesemay be obtained at 32'd Street, Bonifacio Global City, TagulgCity, Metro
Manila,Philippines.

Statement of CoDpliance
The accompanying parent company financialstatements, which are prepared for submission to the

Philippine SECand the Bureau ofinternalRevenue(BIR), have been prepared in compliance with

d Disclosures

The accountingpolicies adopted are consistentwith those of the previousfinancialyear, exceptfor
the new andrevisedstandardsand Philippine Interpretations which were applied starting

January 1, 2019. The Companyhasnot early adopted any other standard, interpretation or
amendmentthat hasbeenissuedbut is not yet effective.

BUREAU OF INTERNAL REVEDfUE
LARGETAXPAYERS DI\'rSIOFJ-CEBU

3 2020

PQA secrigIN



The Company applied PFRSL6 Z.easedorthe firsttime. The nature and effect of the changes as a
result of adoption of this new accountingstandard is described below. Severalother amendments
andinterpretationsapplyfor the first time in 2019,but did not haveanysignificantimpacton the
parent companyfinancialstatements:

PFRS 16,1.eases

PFRS16 was issued in January 2016 and it replaces Philippine Accounting Standard(PAS) 17,

Leases \FR\(4, Determining whether an Arrangement containsa Lease, S\C-150perating
Leases-Incentiveand S\C-27 Evaluatingthe Substanceof Transactionsinvolving the LegalForm
of a Lease. PFR3.6sets out the principlesfor the recognition, measurement, presentation and

disclosure of leasesand requires lesseego accountfor allleases under asingleon-balance
sheet model similar to the accounting for finance leases under PAS 17, 1.eases.

Lessomlccountingunder PFR3.6is substantiallyunchangedrom PASL7. Lessorswvillcontinue
to classifyallleases usingthe same classificationprinciple asin PAS17 and distinguish between
two types of leases:operating andfinance leases. Therefore, PFR6did not have animpact

for leaseswvhere the Companyis the lessor.

The Companyadopted PFR3.6 usingthe modified retrospective method of adoption with the
date of initialapplication of January 1,2019. Underthis method, the standard is applied
retrospectively with the cumulative effect ofinitially applyingthe standard recognizedatthe
date of initialapplication without restating comparative information.

The Company has elected to usethe exemption proposed by the standard on the lease contracts
forwhich the leaseterms end within 12monthsfrom the date ofinitialapplication. Lease

payments on short term leases are recognized asexpense on a straight-line basis over the lease
term

The effects of adoption on the parent companyfinancialstatements are asfollows

Asof
January 1, 2019
Increase(decrease) in parent company balance sheets

Property and equipment P174,454,669
Other noncurrent assets In,944,592)
Total Assets P156,510,077
Leaseliabilities P232,245,998
Retained earnings [75,735,921)
Total Liabilities and Equity P156,510,077

Prior to adoption of PFRI6, the Companyclassifiedeachof its leases(aslessee)at the
inception date as either afinance lease or an operating lease. A leasewas classifiedas afinance
leaseif it transferred substantially allof the risksand rewards incidentalto ownership of the
leased assetto the Company; otherwise it was classified as an operating lease. Financeleases
were capitalizedat the commencementof the leaseatthe inception date fair value of the



leasedproperty or, if lower, atthe presentvalue of the minimum leasepayments. Lease
paymentswere apportioned between interest(recognized as finance costs)and reduction of the
leaseliability. In an operating lease the leasedproperty was not capitalized andthe lease
payments were recognized asrent expense in the statements of comprehensive income on a

straight-line basisover the leaseterm. Any prepaid rent was recognized under "Other current
assets" or "Other noncurrent assets"

Leasespreviously accountedfor as operating leases

The Company recognizedright-of-use assetsand leaseliabilities for those leasespreviously
classified as operating leases, except for short-term leases. The right-of-use assets for most
leaseswere recognized basedon the carrying amount asif the standard had always been
applied, apart from the useof incrementalborrowing rate at the date of initialapplication. In
someleasesthe right-of-useassetsvere recognizedasedonthe amountequalto the lease
liabilities, adjustedfor any related prepaid and accrued leasepayments previouslyrecognized
Leaseliabilities were recognized based on the present value of the remaining lease payments,
discounted usingthe incrementalborrowing rate atthe date of initialapplication.

TheCompany applied the short-term leasesexemptions to leaseswith leaseterm that ends
within 12 months of the date ofinitialapplication(short-term  leases).

The leaseliabilities asof Januaryl, 2019 canbe reconciledto the operating leasecommitments
asof December31, 2018asfollows:

Operatinglease commitments as of December31, 2018 P262,465,278
Incrementalborrowingrate asof Januaryl, 2019 6.02%
Leasdiabilities asof Januaryl, 2019 P232,246,999

Amendmentsto PFRS, Prepayment Featuresw/th /Vegas/ve&Compensat/on

Under PFRS, a debt instrument can be measuredat amortized costor atfair value through
other comprehensive income, provided that the contractualcash flows are 'solely paymentsof
principaland interestonthe principalamountoutstanding'(the SPPtriterion) andthe
instrumentis heldwithin the appropriatebusinessnodelfor that classificationThe
amendmentsto PFRS clarify that afinancialasset passesthe SPPIcriterion regardlessof the
eventor circumstancehat causeghe earlytermination of the contractand irrespectiveof
which party paysor receivesreasonableeompensatiorfor the early termination of the contract

Thisamendment does not have an impact on the parent company financialstatements

Amendments to PAS19, Employee Benefits, PlanAmendment, Curtailment or Settlement

The amendmentsto PASL9 addressthe accountingwhen a plan amendment, curtailment or

settlement occursduring a reporting period. The amendments specifythat when a plan
amendment, curtailment or settlement occursduring the annualreporting period, an entity is
requiredto:

Determine current servicecost for the remainder of the period after the planamendment,
curtailmentor settlement, usingthe actuarialassumptionsusedto remeasurehe net

defined benefit liability(asset) reflecting the benefitsoffered underthe planandthe plan
assetsafter that event



Determine net interest for the remainder ofthe period after the plan amendment,
curtailment or settlement using:the net defined benefit liability(asset) reflectingthe

benefitsoffered underthe planandthe planassetsafter that event; andthe discountrate
usedto remeasurethat net defined benefit liability(asset).

The amendments also clarify that an entity first determines any pastservice cost,or againor
losson settlement, without consideringthe effect of the assetceiling. Thisamount is
recognizedin profit or loss. An entity then determines the effect of the assetceiling after the
plan amendment, curtailment or settlement. Any changein that effect, excludingamounts
included in the net interest, is recognizedin other comprehensive income.

Sincethe Company'scurrent practice isin line with these amendments, these amendmentsdo
not have any effect on its parent companyfinancialstatements.

Amendmentsto PAS 28, 1.ong-term /nteresfs /n .Assoc/alesand./o/nt L/endures

The amendments clarify that an entity applies PFR®to long-term interests in an associateor
joint venture to which the equity method is not applied but that, in substance,form part of the
net investment in the associateor joint venture(long-term interests). Thisclarification is
relevant becauseit impliesthat the expected credit lossmodelin PFRS appliesto suchlong-
term interests. The amendmentsalso clarified that, in applying PFR®, an entity does not take
account of any lossesof the associateorjoint venture, or any impairment losseson the net
investment, recognizedas adjustmentsto the net investment in the associateor joint venture
that arise from applying PAS28, /nvestmenfs/n ,Assoc/citearid./o/nt Ventures.

Sincethe Company does not have such long-term interests in associatesand joint ventures, the
amendments do not have an impact on its parent company financialstatements.

Philippine Interpretation IFRIC-23l./ncerta/ntyover/ncome TaxTreatments

The interpretation addressesthe accounting for income taxes when tax treatments involve
uncertainty that affectsthe application of PAS12,/ncome Taxes,and does not applyto taxesor
levies outside the scope of PASL2, nor doesit specificallyinclude requirements relating to
interest and penalties associatedwith uncertain tax treatments.

The interpretation specifically addressesthe following

Whether an entity considersuncertain tax treatments separately
Theassumptionsan entity makesabout the examination of tax treatments by taxation
authorities

How an entity determines taxable profit(tax loss),tax bases,unusedtax losses,unusedtax
credits and tax rates

How an entity considers changes in facts and circumstances

An entity must determine whether to consider eachuncertain tax treatment separatelyor
togetherwith one or more other uncertaintax treatments. Theapproachthat better predicts
the resolution of the uncertainty should be followed. The entity shallassumethat the taxation
authority willexamine amountsthat it hasa right to examine and havefullknowledge of all



related information when makingthose examinations. If an entity concludesthat it is not
probablethat the taxation authority willaccept anuncertaintaxtreatment, it shallreflectthe

effect of the uncertainty for each uncertain tax treatment usingthe method the entity expects
to better predict the resolution of the uncertainty.

Upon adoption ofthe Interpretation, the Companyhas assessedvhether it hasany uncertain
tax position. The Companyapplies significantjudgement in identifying uncertainties over its
income tax treatments. The Company determined, based on its assessment,that it is probable

that its uncertain tax treatments willbe accepted by the taxation authorities. Accordingly,the
interpretation did not have an impact onthe parent companyfinancialstatements.

/Annua//mprouementsto PFRS2015-2017Cycle

B Amendmentsto PFRS3, Bus/nessComin/nat/onsand PFR3, ./o/nt.Arrangements,
PreviouslyHeld Interestin a Joint Operation

Theamendments clarify that, when an entity obtains control of a businessthat isajoint
operation, it appliesthe requirements for abusinesscombination achievedin stages,
including remeasuringpreviously held interestsin the assetsand liabilities of the joint
operation at fair value. In doing so,the acquirer remeasuresits entire previously held
interestin thejoint operation.

A party that participatesin, but doesnot have joint control of, ajoint operation might
obtain joint controlof the joint operation in whichthe activity of the joint operation
constitutes a businessas defined in PFRS. The amendments clarify that the previously
held interests in thatjoint operation are not remeasured.

Theseamendmentsare currently not applicableto the Companybut may applyto future
transactions.

e Amendmentsto PAS12,/ncome TaxConsequer?cas Paymentson Financ/a/
InstrumentsClassifiegs Equity

Theamendments clarify that the income tax consequencesof dividends are linked more
directly to pasttransactionsor eventsthat generated distributable profits than to
distributions to owners. Therefore, an entity recognizesthe incometax consequencesof
dividends in profit or loss,other comprehensiveincome or equity accordingto where the
entity originally recognizedthose pasttransactionsor events.

Theseamendments are not relevant to the Company because dividends declared by the
Companydo not giverise to tax obligations underthe current tax laws.



Amendmentsto PAS23, /ncome TaxCor7sequences Borrow/ng Costs,Borrow/ng Costs
EligibieforCapitalization

The amendments clarify that an entity treats aspart of generalborrowings any borrowing
originally madeto developa qualifying assetwhen substantially allof the activities
necessanto prepare that assetfor its intended useor sale are complete

An entity appliesthose amendments to borrowing costsincurred on or after the beginning
ofthe annualreporting period in which the entity first appliesthose amendments.

Sincethe Company'scurrent practice isin line with these amendments, these amendments
do not have any effect on its parent company financialstatements.

New Standardsand Interoretation Issuedand Effectiveafter December31, 2019

The Companywilladopt the standardsenumerated below when these becomeeffective. Exceptas
otherwise indicated, the Company does not expect the adoption of these new and amended PFRSs,

PASand Philippine Interpretations to have significantimpact on its parent company financial
statements.

Effective beginning on or after January 1, 2020

©

Amendmentsto PFRS3, De/in/lion of a Bus/ness

Theamendmentsto PFRS clarify the minimum requirementsto be a businessyremove the
assessmentof a market participant's ability to replace missing elements, and narrow the
definition of outputs. The amendments also add guidance to assesswhether an acquired
processis substantive and add illustrative examples. An optionalfair value concentration test is

introduced which permits asimplified assessmenif whether an acquiredset of activities and
assets is not a business.

An entity appliesthose amendments prospectively for annualreporting periods beginningon or
after January1, 2020, with earlier application permitted.

Theseamendmentswillapply on future businesscombinationsof the Company

Amendments to PAS 1, Presentation of F/nar7c/a/ Sfatemenfs, and PAS 8, .4ccour7tfng Po/rc/es.
Changesin Accounting Estimatesand Errors,Definition of Material

Theamendmentsrefinethe definition of materialin PASand alignthe definitions usedacross
PFRSand other pronouncements. They are intended to improve the understanding of the
existing requirements rather than to significantly impact an entity's materiality judgements.

An entity applies those amendments prospectively for annualreporting periods beginning on or
afterJanuary 1, 2020, with earlier application permitted.



Effectivebeginning on or after January 1, 2021
e PFRS7,/nsuranceContracts

PFRSL7is a comprehensivenew accountingstandardfor insurancecontracts covering
recognition and measurement, presentation and disclosure. Onceeffective, PFRSL7 willreplace
PFRS, /nsuranceContracts. Thisnew standard on insurance contracts appliesto all types of
insurancecontracts(i.e., life, non-life, direct insuranceandre-insurance), regardlessof the type
of entities that issuethem, aswellas to certain guaranteesandfinancialinstruments with

discretionary participation features. Afew scopeexceptionswillapply.

Theoverallobjective of PFRSL7isto provide an accounting modelfor insurancecontracts that
is more usefuland consistentforinsurers. Incontrastto the requirementsin PFR8, whichare

largely basedon grandfathering previous localaccounting policies, PFR7 providesa

comprehensive model for insurancecontracts, coveringallrelevant accounting aspects. The
coreof PFR37isthe generalmodel, supplementedoy:

A specificadaptation for contracts with direct participation features (the variable fee
approach)

e Asimplified approach(the premium allocation approach)mainly for short-duration
contracts

PFR37is effective for reporting periods beginning on or after January 1, 2021, with
comparative figures required. Earlyapplication is permitted.

Deferredeffectivity

e Amendmentsto PFR30, Condo//dated=/marc/aStatements,and PAS28, Sa/eor Contdhut/on of
Assets between an Investor and its Associate orloint Venture

Theamendments addressthe conflict between PFRA.0 and PAS28 in dealing with the loss of
controlof a subsidiarythat issold or contributed to an associateorjoint venture. The
amendments clarify that a fullgain or lossis recognizedwhen atransfer to anassociateorjoint
venture involvesa businessas defined in PFRS3, Bus/nessComhinat/ons. Any gainor loss

resulting from the saleor contribution of assetsthat does not constitute a business,however, is
recognizedonly to the extent of unrelated investors'interests in the associateor joint venture.

OnJanuary 13,2016, the FinancialReporting Standards Councildeferred the originaleffective
date of January 1, 2016 of the said amendmentsuntilthe InternationalAccounting Standards
Board(IASB) completes its broader review of the research project on equity accounting that
may result in the simplification of accountingfor suchtransactionsand of other aspectsof
accounting for associatesand joint ventures.



Summary of Significant Accounting Policies

CurrentversusNoncurrentClassification
The Companypresentsassetsand liabilities in the parent company balance sheetbasedon
current/noncurrent classification. An assetis current when it is:

Expectedto be realized or intended to be sold or consumed in normaloperating cycle

Held primarily for the purpose of trading

Expectedto be realizedwithin twelve months after the reporting period or

Cashor cash equivalent unlessrestricted from being exchanged or used to settle aliability for a
least twelve months after reporting period

Allother assetsareclassifiedasnoncurrent

A liability is currentwhen

It isexpectedto be settled in normaloperating cycle

It is held primarily for the purpose of trading

It isdue to be settled within twelve months after the reporting period or

There is no unconditionalright to defer settlement ofthe liability for at least twelve months
afterthe reportingperiod

Allother liabilities are classifiedas noncurrent
Deferredincome tax assetsand liabilities are classifiedas non-current assetsand liabilities

FairValue Measurement
Fairvalue isthe price that would be receivedto sellan assetor 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 sellthe asset or transfer the
liability takes place either:

Inthe principalmarketfor the assetor liability, or
Inthe absenceof a principalmarket, in the mostadvantageousnarketfor the assetor liability

The principalor the most advantageous market must be accessibleto the Company

Thefair value of an assetor a liability is measuredusingthe assumptionsthat market participants

would usewhen pricing the assetor liability, assumingthat market participants act in their
economic best interest.

Afair value measurementof anon-financialasset takesinto account amarket participant's ability to
generate economic benefits by usingthe assetin its highest and best useor by selling it to another
market participant that would usethe assetin its highestand best use

The Company usesvaluation techniques that are appropriate in the circumstances and for which

sufficient data are availableto measurefair value, maximizingthe use of relevant observable inputs
and minimizing the useof unobservableinputs.



Allassets and liabilities for which fair value is measured or disclosed in the parent company financial
statements are categorized within the fair value hierarchy, described asfollows, based on the lowest
levelinput that is significantto the fair value measurementas awhole:

Levels- Quoted(unadjusted) market prices in active markets for identicalassets or liabilities
Level2 Valuationtechniques for which the lowest levelinput that is significantto the fair
value measurementisdirectly or indirectly observable

8 Level3 Valuationtechniques for which the lowest levelinput that is significantto the fair
valuemeasurementis unobservable

Forassetsand liabilities that are recognizedin the parent company financialstatements on a
recurring basis,the Company determineswhether transfers have occurred between Levelsin the
hierarchy by re-assessingategorization(based on the lowest levelinput that issignificant to the fair
value measurement asawholel at the end of eachreporting period.

For the purpose of fair value disclosures, the Company has determined classes of assets and
liabilities on the basisof the nature, characteristicsand risksof the assetor liability andthe levelof

the fair value hierarchy as explained above

Cashand Cash Equivalents

Cashand cashequivalentsin the parent company balance sheet consistof cashon hand and with
banks,and short-term, highly liquid investments that are readily convertible to known amounts of
cashand subjectto insignificant risk of changesinvalue. Theyare heldforthe purpose of meeting
short-term cashcommitments rather than for investment or other purposes.

Financiallnstruments - Classificationand Measurementin Accordancewith PFR®(applicable in
2019 and 20].8)

Classification offinancial assets

Financialassets are classified in their entirety basedon the contractualcash flows characteristics of

the financialassets andthe Company'sbusinessmodelfor managingthe financialassets. The

Company classifies its financialassets into the following measurement categories:

8 financial assetsmeasuredat amortized cost

8 financialassets measuredat fair value through profit or loss(FVTPL)

8 financialassets measuredat fair value through other comprehensiveincome(FVOCI),where
cumulative gains or lossespreviously recognized are reclassified to profit or loss

8 financialassets measuredat fair value through other comprehensiveincome, where cumulative
gains or lossespreviously recognized are not reclassified to profit or loss

Contractual cashflows characteristics

If the financialasset is held within a businessmodelwhose objective isto hold assetsto collect
contractualcash flows or within abusiness modelwhose objective is achieved by both collecting
contractualcash flows and sellingfinancialassets, the Companyassessewhether the cashflows
from the financialasset represent SPPlonthe principalamount outstanding.

In making this assessmentthe Companydetermines whether the contractualcash flows are
consistent with a basiclending arrangement, i.e., interest includes consideration only for the time
value of money, credit risk and other basiclending risks and costsassociatedwith holding the
financialasset for a particular period of time. In addition, interest can include a profit margin that is
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consistent with a basic lending arrangement. The assessmentasto whether the cash flows meet the
test is made in the currency in which the financialasset is denominated. Any other contractual
terms that introduce exposureto risksor volatility in the contractualcash flows that is unrelated to
abasic lending arrangement, such as exposure to changes in equity prices or commodity prices, do
not give riseto contractualcash flows that are SPPlon the principalamount outstanding.

Businessmodel

The Company'sbusinessmodel is determined ata levelthat reflects how groups of financialassets
are managed together to achieve a particular business objective. The Company's business model
doesnot dependon management'sntentionsfor anindividualinstrument.

The Company'sbusinessmodel refersto how it managesits financialassets in order to generate
cashflows. The Company's business model determines whether cashflows willresult from
collecting contractualcash flows, sellingfinancial assetsor both. Relevantfactors considered by the
Companyin determining the businessmodelfor agroup of financialassets include how the
performance of the businessmodeland the financialassets held within that businessmodelare
evaluatedand reported to the Company'skey managementpersonnel, the risksthat affect the
performance of the businessmodel(and the financialassets held within that businessmodel) and
how these risks are managed and how managers of the business are compensated.

Financialassetsat amortizedcost

A financialasset is measuredat amortized costif(i) it is held within abusinessmodelwhose
objectiveis to holdfinancialassets in order to collect contractualcash flows and(ii) the contractual
terms of the financialasset give rise on specified datesto cashflows that are solely paymentsof
principaland interestonthe principalamount outstanding. Thesefinancialassetsareinitially
recognizedat fair value plus directly attributable transaction costsand subsequently measuredat
amortized cost usingthe EIRmethod, lessany impairment in value. Amortized costis calculated by
taking into account any discount or premium on acquisition and fees and coststhat are an integral
partof the EIR.The amortization isincluded in 'Interest income' in the parent company statement
of income and is calculated by applyingthe EIRo the grosscarryingamount of the financialasset,
exceptfor(i) purchasedor originated credit-impaired financialassets and(ii) financial assetsthat
havesubsequently become credit-impaired, where, in both cases the EIRis applied to the
amortized cost of the financialasset. Lossesarisingfrom impairment are recognizedin 'Provision
for credit and impairment losses'in the parentcompany statement of income.

The Company'sdebt financialassets asof December31, 2019and 2018 consistof cashin banks,
cashequivalents, trade and other receivablesand due from subsidiariesin the parent company
balance sheet. The Company assessedthat the contractualcash flows of its debt financialassets are
SPPlandare expectedto be held to collectallcontractualcash flows untiltheir maturity. Asa
result, the Companyconcludedthese debtfinancialassets to be measuredat amortized cost.

Financialassetsat FVOCI

A financialasset is measuredat FVOCIf(i) it is heldwithin a businessmodelwhose objective is
achievedby both collecting contractualcash flows and selling financialassets and(ii) its contractual
terms give rise on specified datesto cashflows that are SPPlonthe principalamount outstanding.
Thesefinancialassets are initially recognizedat fair value plusdirectly attributable transaction costs
and subsequently measured atfairvalue. Gains and lossesarising from changes infairvalue are
included in other comprehensiveincome within a separate component of equity. Impairment losses
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or reversals, interest income and foreign exchange gains and lossesare recognized in profit and loss
untilthe financialasset is derecognized. Uponderecognition, the cumulative gainor loss previously
recognized in other comprehensive income is reclassified from equity to profit or loss. This reflects
the gain or lossthat would have been recognizedin profit or lossupon derecognition if the financial
assethad been measuredat amortized cost. Impairment is measured basedon the ECLmodel.

The Company may also make an irrevocable election to measure at FVOCiIon initialrecognition
investments in equity instruments that are neither heldfor trading nor contingent consideration
recognized in a business combination in accordance with PFRS3. Amounts recognized in OClare not
subsequentlytransferredto profit or loss. Howeverthe Companymaytransferthe cumulativegain
or losswithin equity. Dividends on such investments are recognized in profit or loss, unlessthe
dividend clearly representsa recoveryof part of the costof the investment.

Dividends are recognized in profit or loss only when:

e the Company's right to receive payment of the dividend is established

e itisprobable thatthe economicbenefits associatedwith the dividend will flow to the Company;
and

e the amount of the dividend can be measured reliably.

Financialassets atFvTPL

Financialassetsat FvTPLare measuredat unlessthese are measuredat amortized cost or at FVOCI
Included in this classificationare equity investments held for trading and debt instruments with
contractual terms that do not represent solely paymentsof principaland interest. Financialassets
held at FVTPLare initially recognized at fair value, with transaction costs recognized in the
statement of income asincurred. Subsequently,they are measured atfair value and any gainsor
lossesare recognizedin the parent companystatement of income.

Additionally, even if the assetmeetsthe amortized costor the FVOCtriteria, the Companymay
chooseat initialrecognition to designatethe financialasset at FVTPLf doing so eliminates or
significantly reducesa measurement or recognition inconsistency(an accountingmismatch) that
would otherwise arise from measuringfinancialassets on a different basis.

Trading gainsor lossesare calculated basedon the results arising from trading activities of the
Company, including allgains and lossesfrom changes in fair value for financialassets and financial
liabilities at FVTPLandthe gainsor lossesfrom disposalof financialinvestments.

The Company'sinvestments in quoted equity securitiesand in unquoted equity sharesare measured
at FvTPlas of December31, 2019 and 2018.
ClassificatioroJfinancialliabilities
financialliabilities are measuredat amortized cost, except for the following:
financial liabilities measuredat FVTPL
8 financialliabilities that arisewhen atransfer of afinancialasset does not qualify for
derecognition or when the Company retains continuing involvement
financialguaranteecontracts
commitmentsto provide a loan at a below-market interest rate
contingent consideration recognized by an acquirer in accordancewith PFRS3



12

Afinancialliability may be designatedht fair valuethrough profit or lossif it eliminatesor

significantly reducesa measurementor recognition inconsistency(an accountingmismatch) or:

e if ahost contract contains one or more embedded derivatives; or

e if agroup of financial liabilities orfinancial assetsand liabilities is managedand its performance
evaluatedon afair value basisin accordancewith a documented risk management or
investmentstrategy.

Where afinancialliability isdesignatedat FVTPbthe movement in fair value attributable to changes
inthe Company's own credit quality is calculated by determining the changes in credit spreads
above observable market interest rates and is presented separately in other comprehensive income
The Company's financialliabilities measured at amortized cost asof December 31,2019 and 2018
include accounts payable and accrued expenses, long-term debts and lease liabilities(see Note 20).

Reciassificationsof financial instruments

The Company reclassifiesits financialassets when, and only when, there is a changein the business
modelfor managinghe financialassets. Reclassificatiorghallbe appliedprospectivelybythe
Companyand any previously recognizedgains, lossesor interest shallnot be restated. The
Companydoes not reclassifyits financialliabilities.

The Company does not reclassifyits financialassets when:

8 Afinancial assetthat was previouslya designatedand effective hedginginstrument in acash
flow hedgeor netinvestmenthedgeno longerqualifiesassuch;

B A financial assetbecomesadesignatedand effective hedginginstrument in acashflow hedgeor
net investmenthedge;and
Thereis achangein measurement on credit exposuresmeasuredat F\nPL.

Financiallnstruments - InitialRecognition and SubsequentMeasurementjn Accordancewith PAS39
(applicable in 20171

Date ofrecognition

The Companyrecognizesa financialasset or afinancial liability in the parent company balancesheet

onthe date when it becomesa partyto the contractualprovisionsof the instrument. Allregular

way purchasesand salesof financialassets are recognizedon trade date, which isthe date that

the Compangommitsto purchasehe asset. Regulamway purchaseor salesof financialassets

are purchasesor salesof financialassets that require delivery of assetswithin the period

generally establishedby regulation or convention in the marketplace. Derivativesare
recognizedon atrade date basis.

Initial recognition offinancial instruments

Allfinancialassets andfinancialliabilities are recognizedinitially at fair value. Exceptfor financial
assetsatfair valuethrough profit or loss(FVPL}he initialmeasurementof financialassetsincludes
transaction costs. The Company classifiesits financialassets in the following categories:financial
assets at FVPL loans and receivables, held-to-maturity(HTM)  investments and AFSinvestments. For
financialliabilities, the Company alsoclassifiesthem into financialliabilities at FVPLand other
financialliabilities. Theclassification dependson the purposefor which the investments were
acquired and whetherthey are quoted in an active market. TheCompanydetermines the
classificationof its financialassets at initialrecognition and, where allowed and appropriate, re-
evaluatessuch designationat every reporting date
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Day I' difference
Where the transaction price in a non-active market isdifferent from the fair value of other

observable current market transactions in the same instrument or basedon avaluation technique
whose variables include only data from observable market, the Company recognizesthe difference
between the transaction price andfair value(a 'Day| ' difference)in the parent company statement
ofincome unless it qualifies for recognition as some othertype of asset. In cases where use is made
of data which is not observable,the difference betweenthe transaction price and modelvalue is
only recognizedin the parent companystatement ofincome when the inputs become observableor
when the instrument isderecognized. Foreachtransaction, the Companydetermines the
appropriate method of recognizingthe 'Day| ' difference amount.

ja)

Ib)

Financialassets or financialliabilities at FVPL

Financialassetsand liabilities at FVPLincludefinancialassets and liabilities heldfor trading
purposes and financialassets and liabilities designated upon initialrecognitian asat

fVPL. Financialassetsand liabilities are classifiedas heldfor trading if they are acquiredfor the
purpose of selling and repurchasing in the nearterm. Derivatives, including separated
embedded derivatives, are also classifiedas held for trading unlessthey are designated and
considered as hedging instruments in an effective hedge.

Financialassetsand liabilities may be designatedat initialrecognition asat fVPL if the following
criteria are met:(i) the designationeliminates or significantly reducesthe inconsistent
treatment that would otherwise arisefrom measuringthe assetsor liabilities, or recognizing
gainsor losseson them on a different basis;(ii) the assetsand liabilities are part of agroup of
financialassets, liabilities or both, which are managed andtheir performance evaluated on afair
value basis,in accordancewith adocumented risk managingstrategy; or(iii) the financial
instruments contains an embeddedderivative that would needto be recorded separately,
unlessthe embedded derivative does not significantly modify the cashflow or it is clear, with
little or noanalysisthat it would not be separatelyrecorded.

Where acontract contains one or more embeddedderivatives, the entire hybrid contract may
be designated asfinancialasset or financialliability at FVPL exceptwhere the embedded
derivative does not significantly modify the cashflows or it is clearthat separation of the
embedded derivative is prohibited.

Financialassetsand liabilities at FVPLarerecorded at the parent company balancesheet at fair
value. Subsequentchangesin fair value are recognizedin the parent company statement of
income. Interest earnedor incurred is recorded asinterest income or expense,respectively,
while dividend income is recorded as other income when the right to receive payments has
beenestablished.

Loansand receivables

Loansand receivablesare non-derivative financialassets with fixed or determinable payments
that are not quotedin an activemarket. Theseare not entered into with the intention of
immediate or short-term resaleand are not classifiedor designated asAFSinvestments or
financialassets at FVPL.Loansand receivablesare carried at amortized cost lessallowance for
impairment. Amortization is determined usingthe effective interest rate method. Amortized
costis calculated by taking into account any discount or premium on acquisition and fees that
are integralto the effective interest rate. Gains and losses are recognized inthe parent
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company statement ofincome when the loansand receivablesare derecognizedor impaired, as
wellas through the amortization process.

Icy HTMinvestments
HTMinvestments are quoted non-derivative financialassets which carry fixed or determinable
paymentsand fixed maturities and whichthe Company hasthe positive intention and ability to
holdto maturity. After initialmeasurement, HTMinvestments are measuredat amortized cost
usingthe effective interest method. This method usesan effective interest rate that exactly
discountsestimated future cashreceiptsthrough the expected life of the financialasset to the
net carrying amount of the financial asset. Amortized costis calculated by taking into account
any discountor premium on acquisition andfeesthat are integralto the effective interest rate
Where the Companysellsother than an insignificantamount of HTM investments, the entire
categorywould be tainted andwould haveto be reclassifiedasAFSinvestments. Gainsand
lossesare recognizedin the parent companystatement ofincome when the investments are
derecognizedor impaired, as wellas through the amortization process.

Id) AFSnvestments

AFSinvestments are non-derivative financialassets that are either designated asAFSor not
classified in any of the other categories. They are purchased and held indefinitely, and may be
soldin responseto liquidity requirements or changesin market conditions. Quoted AFS
investments are measured at fair value with gainsor lossesbeing recognizedasother
comprehensiveincome, untilthe investments are derecognizedor untilthe investments are
determined to be impaired at whichtime, the accumulated gains or lossespreviouslyreported
in other comprehensiveincome are included in the parent company statement ofincome.
Unquoted AFSinvestments are carried at cost, net ofimpairment. Interest earned or paid on
the investmentsis reported asinterest income or expense usingthe effective interest rate.
Dividendsearned on investmentsare recognizedin the parent company statement of income
when the right of payment hasbeen established.

je) Otherfinancial liabilities
This category pertains to issued financialliabilities or their components that are neither held for
trading nor designatedas at FVPLupon the inception of the liability and contain contractual
obligations to deliver cashor another financialasset to the holder or to settle the obligation
other than bythe exchangeof afixed amount of cashor another financialasset for afixed
number of own equity shares. The components of issuedfinancialinstruments that contain
both liability and equity elements are accountedfor separately, with the equity component
beingassignedthe residualamount after deducting from the instrument as awhole the amount
separatelydetermined asthe fair value of the liability component on the date of issue.

Other financialliabilities are recognizedinitially atfair value and, in the caseof loans and
borrowings, net of directly attributable financing costs. Deferredfinancing costsare amortized
usingthe effectiveinterest rate method, overthe term ofthe relatedlong-termliability. After
initial recognition, interest-bearing loansand other borrowings are subsequently measuredat
amortized cost usingthe EIRmethod.

Gainsandlossesare recognizedin the parent company statement of incomewhen liabilities are
derecognized,aswellas through amortization process.
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Classificationof Financiallnstruments Between Liabilityand Equity

Financialinstruments are classifiedas liabilities or equity in accordancewith the substanceof the
contractualarrangement. Interest, dividends, gainsand lossesrelating to a financialinstrument or a
componentthat is afinancialliability, are reported asexpenseor income. Distributionsto holders

of financialinstruments classifiedasequity are chargeddirectly to equity, net of any related income
tax benefits.

Afinancialinstrumentis classifiedasliability if it providesfor acontractualobligationto:

e deliver cashor another financial assetto another entity;

e exchangefinancial assetsor financial liabilities with another entity under conditions that are
potentially unfavorable to the Company;or

B satisfy the obligation otherthan bythe exchangeof afixed amount of cashoranotherfinancial
assetfor a fixed number of its own equity shares.

If the Companydoes not have an unconditional right to avoid delivering cashor another financial
assetto settle its contractualobligation, the obligation meetsthe definition of afinancialliability.

Thecomponents of issuedfinancial instrumentsthat contain both liability and equity elements are
accountedfor separately with the equity componentbeingassignedhe residualamountafter
deducting from the instrument asa whole the amount separately determined asthe fair value of the
liability componenton the date of issue.

Derecognition of FinancialAssetsand Liabilities
Financialassets
Afinancial asset(or, where applicable a part of afinancialasset or part of agroup of similar financial
assets)is derecognizedwhen, and only when:
the rightsto receivecashflows from the assetexpires;
the Company retains the right to receive cashflows from the asset, but has assumed an obligation
to pay them in fullwithout materialdelay to athird party under a'pass-through’ arrangement;
or
e the Company hastransferred its rights to receivecashflows from the assetand either ja) has

transferred substantiallyallthe risksand rewards of the asset,or(b) hasneither transferred nor
retained substantiallyallthe risksandrewards of the asset, but hastransferred control of the
asset

When the Company retainsthe contractualrights to receive the cashflows of a financialasset but
assumesa contractualobligation to paythose cashflows to one or more entities, the Company
treats the transaction as atransfer of afinancialasset if the Company:
e hasnoobligation to pay amounts to the eventual recipients unlessit collectsequivalent
amountsfrom the originalasset;
is prohibited by the terms ofthe transfer contract from sellingor pledgingthe originalasset
other than as security to the eventual recipientsfor the obligation to paythem cashflows; and
© hasanobligation to remit any cashflows it collects on behalf of the eventualrecipients without
materialdelay.



16

Intransactionswhere the Companyneither transfers nor retains substantially allthe risksand
rewards of ownership of the financialasset and it retains control over the financialasset, the
financialasset is recognizedto the extent of the Company'scontinuing involvement inthe financial
asset. Theextent ofthe Company'scontinuing involvement inthe transferred assetis the extentto
which it is exposedto changesin the value of the transferred asset. When the Company's
continuing involvementtakes the form of guaranteeingthe transferred asset,the extent of the
Company'scontinuing involvement isthe lower of(i) the amount of the assetand(ii) the maximum
amount of the consideration receivedthat the Companycould be required to repay(the guarantee
amount’). When the Company'scontinuing involvementtakesthe form of a written or purchased
option(or both) onthe transferredassetthe extentof the Company'ssontinuinginvolvementis the
amount of the transferred assetthat the Companymay repurchase.However, in the caseof a
written putoption onan assetthat is measuredatfair value,the extentof the Company's
continuing involvement is limited to the lower of the fair value of the transferred assetandthe
option exerciseprice. When the Company'scontinuing involvement takesthe form of a cash-
settled option or similar provision on the transferred asset,the extent of the Company'scontinuing
involvement is measured in the same way asthat which results from non-cash settled options.

Modification of contractual cashflows

When the contractualcash flows of afinancialasset are renegotiated or otherwise modified and the
renegotiation or modification does not result in the derecognition of that financialasset, the
Companyrecalculatesthe grosscarryingamount of the financialasset asthe presentvalue ofthe
renegotiated or modified contractualcash flows discounted at the originalEIR(or credit-adjusted

EIRfor purchasedor originated credit-impaired financialassets) and recognizesa modification gain
or lossin the statement ofincome.

When the modification of afinancialasset resultsinthe derecognition ofthe existing financialasset
andthe subsequentrecognition of the modified financialasset, the modified assetis considereda
‘new' financialasset. Accordingly,the date of the modification shallbe treated asthe date of initial
recognition of that financialasset when applying the impairment requirements to the modified
financialasset.

Financialliabilities

Afinancialliability(or a part of afinancialliability) is derecognizedwhen the obligation underthe
liability is dischargedg¢ancelledor hasexpired. Where an existingfinancialliability is replacedby
another from the same lender on substantially different terms, or the terms of an existing liability or
a part of it are substantially modified, suchan exchangeor modification istreated asa
derecognition of the originalfinancialliability andthe recognition of a new financialliability, andthe
difference in the respective carryingamounts is recognizedinthe statement of income.

Impairment of FinancialAssets in Accordance with PFRS (applicable in 2019 and 2018)
PFRS introduces the single, forward-looking “"expected loss" impairment model. The Company
recognizeskEClfor the following financialassets that are not measured at FVTPL:

debt instruments that are measuredat amortized costand FVOCI;
loan commitments; and

financialguarantee contracts.

NoECLisrecognizedn equityinvestments
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ECLsre measuredin away that reflectsthe following:

e an unbiasedand probability-weighted amountthat is determined by evaluatinga range of
possibleoutcomes;
the time value of money; and
reasonableand supportable information that isavailable without undue costor effort at the

reporting date about past events, current conditions and forecasts of future economic
conditions.

Financialassetsmigrate through the following three stagesbasedon the changein credit quality
sinceinitial recognition:

Stagel: 12-month ECL
For credit exposureswhere there have not been significant increases in credit risk since initial

recognition andthat are not credit-impaired upon origination, the portion oflifetime ECLghat
represent the ECLghat result from default eventsthat are possible within the 12-months after the
reporting date are recognized.

Stage 2: Lifetime ECL- not credit-impaired

For credit exposures where there have been significant increases in credit risk since initial
recognition on an individualor collective basisbut are not credit-impaired, lifetime ECLs
representingthe ECLghat resultfrom allpossible default eventsover the expected life of the
financialasset are recognized.

Stage 3: Lifetime ECL- credit-impaired
Financialassetsare credit-impaired when one or more eventsthat have adetrimentalimpact on the
estimated future cashflows of those financialassets have occurred. Forthese credit exposures,

lifetime ECLsare recognizedand interest revenueis calculated by applying the credit-adjusted EIRto
the amortized cost of the financial asset.

Lossallowances are recognized based on 12-month ECLfor debt investment securities that are
assessedto have low credit risk atthe reporting date. A financialasset is considered to have low
credit risk if:

e the financial instrument hasa low risk of default

e the borrower hasastrong capacityto meet its contractual cashflow obligations in the nearterm
8 adverse changesin economic and business conditions in the longerterm may, but will not
necessarily, reduce the ability of the borrower to fulfilits contractualcash flow obligations.

The Company considersa debt investment security to have low credit risk when its credit risk rating
isequivalent to the globally understood definition of 'investment grade€, or when the exposureis

lessthan30days pastdue.

Determining the stage for impairment

At eachreporting date, the Companyassessewhether there hasbeen a significantincreasein
credit risk for financialassets sinceinitialrecognition by comparingthe risk of default occurringover
the expected life between the reporting date and the date ofinitialrecognition. The Company
considers reasonable and supportable information that is relevant and available without undue cost
or effort for this purpose. This includesquantitative and qualitative information and forward-
lookinganalysis.
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An exposure willmigrate through the EClstagesas assetquality deteriorates. If, in a subsequent
period, assetquality improves and also reversesany previously assessedsignificant increasein

credit risk sinceorigination, then the lossallowance measurement reverts from lifetime EClto 12
months ECL.

The simplified approach,where changesin credit risk are not tracked and lossallowancesare

measuredat amounts equalto lifetime ECLis appliedto trade receivables. The Companyhas
establisheda provision matrix for customer segmentsthat is basedon historicalcredit loss

experience,adjusted for forward-looking factors specificto the debtors andthe economic
environment.

financialGuarantee Contractsand LoanCommitments

Financialguaranteesare contracts issuedby the Companythat require it to makespecified
paymentsto reimburse the holder fora lossit incurs becausea specified debtor fails to make
paymentwhen due in accordancewith the originalor modified terms of adebt instrument.

Financialguarantees are initially recognized in the parent company financlalstatements at fair
value. Subsequently, these are measured at the higher of:
the amount of the lossallowance determined in accordancewith the ECLmodel; and

e the amount initially recognizedless,when appropriate, the cumulative amount ofincome
recognizedin accordancewith the principles of PFR35.

Loancommitments provided by the Companyare measuredasthe amount of the lossallowance.
TheCompanyhasnot providedany commitmentto provideloansthat canbesettled netin cashor

by delivering or issuinganother financialinstrument or that are issuedat below-market interest
rates

Forloan commitments and financialguarantee contracts, the lossallowanceis recognizedasa
provision. However, for financialinstruments that include both a loan and an undrawn commitment
li.e. loan commitment) componentwhere the Companycannot separatelyidentify the expected
credit losseson the loan commitment component from those on the loan component, the expected
credit losseson the loan commitment should be recognizedtogether with the lossallowance for the
loan. Tothe extentthat the combinedexpectedcredit lossesexceedhe grosscarryingamountof
the financialasset, the expected credit lossesshould be recognized as a provision.

Offsetting Financiallnstruments

financialassets and financialliabilities are offset andthe net amount is reported inthe parent
company balancesheet if, and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is anintention to settle on a net basis, or to realize the assetand
settle the liability simultaneously. Thisisgenerally not the casewith master netting agreements,
and the related assetsand liabilities are presented at grossin the parent company balance sheet

Investments and Advances

Investments in subsidiaries

Subsidiaries are allentities over which the Company hasthe power to govern the financialand
operating policies generally accompanying a shareholding of more than one half of the voting rights
The existence and effect of potential voting rights that are currently exercisable or convertible are
consideredwhen assessingvhether the Company controls another entity. Control is presumed to
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existwhen an investor is exposed,or hasrights, to variable returns from its involvement with the
investee and hasthe ability to affect those returns through its power over the investee.
Investments in subsidiariesare carried at cost lessany impairment in value

Businesscombination of entities under common control is accountedfor usinga method similar to
pooling of interest. Under the pooling of interest method, any excess of acquisition cost over the
net assetvalue of the acquired entity is recorded in equity.

Investments in associates

An associate is an entity over whichthe Company hassignificant influence. Significantinfluence is
the powerto participatein the financialand operating policydecisionsof the investee but is not
controlor joint control overthose policies. The considerations madein determining significant
influence are similar to those necessaryto determine control over subsidiaries. The Company's
investment in its associatesis accounted for using the cost method of accounting.

The Company's investments in subsidiaries and associatesare accounted for under the cost method
of accounting in the parent company financialstatements. These investments are carried in the
parent company balancesheet at cost lessany impairment invalue. The Companyrecognizes
income from the investments only to the extent that the Company receives distributions from
accumulated profits of the subsidiariesand associatesarising after the date of acquisition.
Distributions receivedin excessof suchprofits are regardedas arecovery of investment andare
recognizedas areduction of the cost of the investment.

The reporting dates of the associatesand the Company are identicaland the associates'
accounting policies conform to those used by the Companyfor like transactions and events in
similar circumstances.

Investments in join t ventures

Investments injoint ventures are investments in sharesof stock of ajoint arrangement where the
parentcompanyexercisegoint controlwith two or more parties.Jointcontrol isthe contractually
agreedsharing of control of an arrangement, which existsonly when decisionsabout the relevant
activities require unanimous consent of the parties sharing control. The considerations made in
determining joint controlare similar to those necessaryto determine control over subsidiaries.
Investmentsinjoint ventures are carried at cost, net of allowancefor any substantialand

presumably permanent decline in value.

Property and Equipment

Property and equipment are stated at cost, excludingthe costsof day-to-dayservicing, less
accumulated depreciation and amortization and accumulated impairment in value. The initialcost
of property, plant and equipment comprises its purchase price, including import duties, if any, and
nonrefundable taxesand any directly attributable costs of bringingthe assetto its working condition
and location for its intended use. Cost includes the cost of replacing part of such property and
equipment when that costisincurred if the recognition criteria are met. Repairsand maintenance
costs are recognized in the parent company statement of income as incurred.
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Depreciation and amortization are calculated on a straight-line basisover the usefullives of the
assetsas follows:

Category Numberof Years
Transportation equipment 5

Office equipment, furniture and fixtures 3-5
Leasehold improvements 5
Computer equipment 3

Leaseholdimprovements are amortized over the shorter of the leaseterms andthe lives of the
improvements.

The carrying values of property and equipment are reviewed for impairment when events or
changesin circumstances indicate that the carrying values may not be recoverable.

fully depreciated assetsare retained in the accountsuntilthese are nolongerin use. When assets
are retired ar otherwise disposedof, both the costand related accumulated depreciation and
amortization and any allowance for impairment lossesare removed from the accountsand any
resulting gain or lossis credited or chargedto current operations. Anitem of property and
equipment is derecognizedupon disposalor when no future economic benefits are expected from
its useor disposal. Any gainor lossarisingon derecognition of the asset(calculated asthe
difference between the net disposalproceedsandthe carrying amount of the asset)isincludedin
the parent company statement of income in the year the assetis derecognized.

The assets'residualvalues, usefullives and depreciation and amortization method are reviewed
and adjusted if appropriate, at eachfinancialyear-end.

When eachmajor inspection is performed, its costis recognizedin the carryingamount of the
property and equipment as areplacement if the recognition criteria are satisfied.

Leasefpriorto adoptiorof PFR$6)

Operating lease

Leaseswhere the lessorretains substantiallyallthe risks and benefits of ownership of the assetare
classified asoperating lease. Operating lease payments are recognized asan expense in the
consolidated statement of income on a straight-line basisover the leaseterm.

Lease$juponadoptionof PFR$1

The Group assessest contract inception whether a contract is, or contains, a lease. That s, if the
contract conveysthe rightto control the useof anidentified assetfor aperiod oftime in exchange
forconsideration.

Company as a lessee

The Company applies a single recognition and measurement approach for allleases, except for
short-term leasesand leasesof low-value assets. The Company recognizes lease liabilities to make
leasepayments and right-of-use assetsrepresenting the right to usethe underlying assets.
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Right-oj-useassets

The Companyrecognizesight-of-use assetsatthe commencement date of the lease(i.e., the date
the underlying asset isavailable for usd. Right-of-use assets are measured at cost, lessany
accumulated depreciation and impairment losses,and adjusted for any remeasurement of lease
liabilities. The costof right-of-use assetsincludesthe amount of lease liabilities recognized,initial
direct costsincurred, and lease payments madeat or before the commencement date lessany lease
incentivesreceived. Right-of-useassetsare depreciated on a straight-line basisoverthe shorter of
the leaseterm andthe estimated usefullivesof the assetsasfollows:

Category Number of Years
Building 5-10

If ownership ofthe leasedassettransfersto the Companyat the end of the leaseterm or the cost
reflects the exerciseof a purchaseoption, depreciation iscalculated usingthe estimated useful life

ofthe asset. The right-of-use assetsare alsosubject to impairment.

Leaseliabilities

At the commencement date of the lease the Companyrecognizesleaseliabilities measuredat the
presentvalue of leasepaymentsto be madeoverthe leaseterm. The leasepaymentsinclude fixed
payments(including in substancefixed payments) lessany leaseincentives receivable,variable lease
paymentsthat depend on an indexor a rate, and amounts expectedto be paid under residualvalue
guarantees. The lease payments also include the exercise price of apurchase option reasonably
certainto be exercised by the Companyand payments of penaltiesfor terminating the lease, if the
leaseterm reflects the Company exercising the option to terminate. Variable lease payments that
do not depend on an index or arate are recognizedasexpenses(unlessthey are incurred to
produceinventories) in the period in whichthe event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Company usesits incremental borrowing rate
at the leasecommencement date becausethe interest rate implicit in the leaseis not readily
determinable. After the commencementdate, the amount of leaseliabilities is increasedto reflect
the accretion of interest and reducedfor the lease paymentsmade. In addition, the carrying amount
of lease liabilities isremeasured if there is a modification, achangein the leaseterm, achangein
the leasepayments(e.g.,changego future paymentsresultingfrom achangen anindexor rate
used to determine such lease payments) or a change in the assessmentof an option to purchase the
underlying asset.

Company asa lessor

Leasesin which the Company does not transfer substantially allthe risksand rewards incidentalto
ownership of an asset are classified asoperating leases. Rentalincome arising is accounted for on a
straight-line basisover the leaseterms andisincluded in revenue in the parent companystatement
income due to its operating nature. Initialdirect costsincurred in negotiating and arranging an
operating leaseare addedto the carryingamount of the leasedassetand recognizedover the lease
term on the same basis asrentalincome. Contingent rents are recognized as revenue in the period
in which they are earned.
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Computer Software Development Cost

Costsincurred in the development of computer software are capitalized, included under "Other
noncurrent assets"and amortized usingthe straight-line method over a period oftwo to three
years

The carryingvalue of computer development costsis reviewed for impairment annually when the
assetis not yet in use, and otherwise when events or changesin circumstancesindicate that
carrying value may not be recoverable

Impairment of NonfinancialAssets

Investmentsand advances,property and equipment, computer software development costs, other
current assetsand noncurrent assetsare reviewed for impairment whenever eventsor changesin
circumstances indicate that the carrying amount of an asset may not be recoverable or may be
impaired. If any suchindication exists,or when annualimpairment testing for an assetis required,
the Company makes an estimate of the asset's recoverable amount. An asset's recoverable amount
is the higher of an asset's or cash-generating unit's fair value less coststo selland its value in use
and is determined for an individualasset, unlessthe assetdoes not generate cash inflows that are
largely independent of those from other assetsor group of assets. Where the carryingamount of an
assetexceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount. In assessingvalue in use, the estimated future cashflows are discounted to
their presentvalue usinga pre-tax discount rate that reflects current market assessmentof the
time valueof moneyand the risksspecificto the asset. Impairmentlossesof continuingoperations
are recognized in the parent company statement of income in those expense categories consistent
with the function of the impairedasset.

An assessments madeat eachreporting date asto whether there is any indication that previously
recognized impairment lossesmay no longer exist or may have decreased. If suchindication exists,
the recoverable amount is estimated. A previously recognizedimpairment lossis reversedonly if
there has been achange in the estimates used to determine the asset's recoverable amount since
the last impairment losswas recognized. If that isthe casethe carryingamount of the assetis
increased to its recoverable amount. That increased amount cannot exceed the carrying amount
that would have been determined, net of accumulated depreciation, had no impairment lossbeen
recognizedfor the assetin prior years. Suchreversalis recognized in the parent company statement
of income unlessthe assetis carried at revalued amount, in which casethe reversalis treated asa
revaluation increase. After such areversal, the depreciation charge isadjusted in future periods to
allocate the asset'srevised carryingamount, lessany residualvalue, on a systematic basisover its
remaining useful life.

CapitalStock and AdditionalPaid-in Capital
Capitalstock is measuredat parvalue for allshares issued. When the Companyissuesmore than
one classof stock, a separate account is maintained for eachclassof stock andthe number of shares

issued. Capitalstock includes common stock and preferred stock.

When the sharesare sold at premium, the difference between the proceedsandthe parvalue is
credited to the "Additionalpaid-in  capital" account. When shares are issued for a consideration
other than cash,the proceedsare measuredby the fair value of the consideration received. In case
the sharesare issuedto extinguishor settle the liability ofthe Companythe sharesshallbe
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measuredeither atthe fair value of the sharesissued or fair value of the liability settled, whichever
is more reliably determinable.

Direct costsIncurred related to equity issuance,suchas underwriting, accounting and legalfees,
printing costsandtaxesare debited to the "Additionalpaid-in capital" account. If additionalpaid-in

capitalis not sufficient,the excesdschargedagainstequity.

Retained Earnings

Retained earnings include accumulated earnings of the Company and reduced by dividends on
capitalstock. Dividendson capitalstock are recognizedasa liability and deducted from equity when
they are approved by the BOD. Dividends for the year that are approved after the financial

reporting date are dealt with asan event after the financialreporting date. Retained earnings may
alsoinclude effect of changesin accounting policy as may be required by the transition provisions of
new and amended standards.

TreasurvShares

The Company's own equity instruments which are reacquired(treasury shares)are deducted from
equity. Nogain or lossis recognizedin the parent company statement ofincome onthe purchase
sale, issue or cancellation of the Company's own equity instruments.

Foreign Currency Transactions

Theparent company financialstatements are presented in Philippine peso,which isthe Company's
functionaland presentation currency. Transactions in foreign currencies are initially recorded in the
functionalcurrency basedonthe exchangerate ruling at the date of the transaction. Monetary
assetsand liabilities denominated in foreign currenciesare retranslated at the functionalcurrency
rate of exchangeruling at the reporting date. Alldifferences arisingfrom settlement or restatement
are taken to the parent company statement ofincome.

RevenueRecognition
Revenuefrom contracts with customersunder PFR45 is recognizedwhen control of the goods or
servicesare transferred to the customer at an amount that reflectsthe considerationto which the

Companyexpectsto be entitled in exchangefor those goodsor services. Under PAS18, Revenueis

recognizedto the extent that it is probablethat the economicbenefits willflow to the Companyand
the revenue canbe reliably measured, regardlessof when the payment is being made. The
Companyassessests revenue arrangementsagainst specificcriteria in order to determine if it is
actingasa principalor anagent. Thefollowing specificrecognition criteria must alsobe met before
revenueisrecognized.

Dividend income
Dividend income is recognized when the Company's right to receive payment isestablished

Renderingofservices
Management, professionaland technicalfees are recognizedwhen the related servicesare
rendered.

Interestincome
Interestincome isrecognizedasit accruestaking into account the effective yield onthe asset
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Costsand expenses
Costsand expensesare decreasesin economic benefits during the accounting period in the form of
outflows or decreaseof assetsor incurrence of liabilities that result in decreasesin equity, other

than those relating to distributions to equity participants. Expensesare recognizedwhen incurred.

Pension Benefits

The net defined benefit liability isthe aggregateof the presentvalue of the defined benefit
obligation at the end ofthe reporting period reducedby the fair value of plan assets,adjusted for
any effect of limiting anet defined benefit assetto the asset ceiling. The asset ceiling isthe present
value of any economic benefits available in the form of refundsfrom the plan or reductions in future

contributionsto the plan.

The cost of providing benefits under the defined benefit plansis actuarially determined usingthe
projected unit credit method.

Defined benefit costscomprisethe following:
Servicecost
Net interest on the net defined benefit liability or asset
Remeasurementf net defined benefit liability or asset

Service costs which include current service costs, past service costs and gains or losseson non-
routine settlements are recognized as expense in the statement of income. Pastservice costs are
recognizedwhen plan amendment or curtailment occurs. Theseamounts are calculated periodically
by independent qualified actuaries.

Netinterest on the net defined benefit liability isthe changeduring the period in the net defined
benefit liabilitythat arisedrom the passag®f time which isdetermined by applyingthe discount
rate basedon government bondsto the net defined benefit liability or asset. Net interest on the net
defined benefit liability is recognizedas expensein the parent company statement of income.

Remeasurementscomprisingactuarialgains and losses,return on planassetsand anychangein the
effect of the assetceiling(excluding net interest on defined benefit liability) are recognized
immediately in other comprehensiveincome in the period in which they arise. Remeasurementsare
not reclassifiedto parentcompany statement of income in subsequentperiods.

Plan assets are assets that are held by a long-term employee benefit fund. Plan assets are not
availableto the creditors ofthe Company, norcan they be paid directly to the Company. Fairvalue
of plan assetsis basedon market price information. When no market price is available,the fair
value of plan assetsis estimated by discounting expectedfuture cashflows usingadiscount rate
that reflects both the risk associated with the plan assets and the maturity or expected disposaldate
of those assets(or, if they have no maturity, the expected period untilthe settlement of the related
obligations). Ifthe fairvalue of the plan assetsis higherthan the presentvalue of the defined
benefit obligation, the measurement of the resulting defined benefit assetis limited to the present
value of economic benefits available in the form of refunds from the planor reductionsin future
contributionsto the plan.
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The Company'srightto be reimbursedof some or allof the expenditure required to settle a defined
benefit obligation is recognizedas a separate assetat fair value when and only when
reimbursement isvirtually certain.

Borrowing Costs

Borrowing costsdirectly attributable to the acquisition, construction or production of an assetthat
necessarilytakes a substantialperiod of time to get readyfor itsintended useor saleare capitalized
as part of the cost of the respective assets. All other borrowing costsare expensedin the period

they occur. Borrowingcostsconsistof interestand other coststhat an entity incursin connection
with the borrowing of funds.

Taxes

Current income tax

Current incometax assetsand liabilities forthe current and prior periods are measuredat the
amount expectedto be recoveredfrom or paidto the taxation authorities. Thetax rates andtax
laws usedto compute the amount are those that are enacted or substantively enacted at the
reporting date

Current incometax relating to items recognizeddirectly in equity is recognizedin the parent
company statement of comprehensiveincome and not in the parent company statement of income

Management periodically evaluatespositions taken in the tax returns with respectto situationsin
which applicabletax regulations are subjectto interpretation and establishesprovisionswhere
appropriate

Deferredincometax

Deferredincome tax is provided usingthe balance sheet liability method on temporary differences
at the reporting date between the tax basesof assetsand liabilities andtheir carryingamounts for
financialreporting purposes.

Deferredincome tax liabilities are recognizedfor all taxable temporary differences. Deferred
incometax assetsare recognizedfor alldeductible temporary differences and carryforward benefits
of net operating losscarryover(NOLCO)and minimum corporate income tax(MCIT) over regular
corporate incometax(RCIT),to the extent that it is probable that future taxable profit willbe

available againstwhich the deductible temporary differencesandthe carryforward benefits of
NOLCQand excessof MCITover RCITcan be utilized.

Thecarryingamount of deferred income tax assetsis reviewedat eachreporting date and reduced
to the extent that it isno longer probablethat sufficient taxable profit willbe availableto allow allor
part of the deferred incometax assetto be utilized. Unrecognizeddeferred income tax assetsare
reassessedat eachreporting date and are recognizedto the extent that it hasbecome probable that
future taxable profit willallow the deferred income tax assetto be recovered.

Deferred incometax assetsand liabilities are measuredat the tax ratesthat are expectedto apply to

the yearwhen the assetis realizedor the liability is settled, basedon tax rates(and tax laws)that
have been enacted or substantively enacted as at the reporting date.
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Value-addedTax(VAT)
Revenues,expenses,and assetsare recognized net of the amount of VAT, if applicable

Forits VAT-registered activities, VAT from sales of goods and/or services (output VAT)is
recognized as payable, while VAT passed on from purchases of goods or services(input VAT) is
recognized as an asset in the parent company balance sheet.

Provisions

Provisions are recognized when the Company has a present obligation(legalor constructive) asa
result of apastevent, it is probable that an outflow of resources embodying economic benefits wil
be required to settle the obligation and areliable estimate canbe made of the amount of the

obligation. Where the Company expects some or aloof a provision to be reimbursed, forexample
under an insurance contract, the reimbursement is recognized as a separate asset but only when the

reimbursement isvirtually certain. The expenserelating to any provision is presented in the parent
company statement ofincome net of any reimbursement.

Ifthe effect of the time value of money ismaterial, provisionsare discounted usinga current pre-tax
rate that reflects,where appropriate, the risksspecificto the liability. Where discountingis used,
the increasein the provisiondue to the passageoftime isrecognizedasaborrowing cost.

Contingencies

Contingent liabilities are not recognized in the parent company financialstatements. These are
disclosed unlessthe possibility of an outflow of resources embodying economic benefits is remote
Contingent assets are not recognized in the parent company financialstatements but disclosed
when an inflow of economic benefits is probable.

Eventsafterthe Reporting Period

Postyear-end events that provide additionalinformation aboutthe Company's position at reporting
date(adjusting events) are reflected in the parent company financialstatements. Post

year-end events that are not adjusting events are disclosed when material.

Dividends on Common Shares

Dividends on common shares are recognized as aliability and deducted from retained earnings
when approved by the respectiveshareholders of the Company. Dividendsfor the year that are
approved after the reporting date are dealt with as an event after the reporting date

Earnings Per Common Share

Basicearnings per common share are computed by dividing net income for the year by the weighted
average number of common shares issued and outstanding during the year, after retroactive
adjustments for any stock dividends declared and stock rights exercised during the year.

Diluted earnings per shareamounts are calculated by dividing the netincome for the year by the
weighted average number of common sharesoutstanding during the year plusthe weighted
averagenumber of common sharesthat would be issuedfor outstandingcommon stock
equivalents. The Company does not have dilutive common stock equivalents.
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Significant Accounting Judgment, Estimatesand Assumptions

The preparation of the parent companyfinancialstatements requires managementto make
judgments, estimates and assumptionsthat affect the reported amountsof revenues, expenses,
assetsand liabilities andthe disclosuresof contingent liabilities. However, uncertainty about these
assumptionscould result in outcomes that require a materialadjustment to the carrying amount of
the assetorliability affected in the future periods.

Judgments and estimates are continually evaluated and are based on historicalexperience and
other factors, including expectationsof future eventsthat are believedto be reasonableunder the
circumstances.

The Companybasedits assumptionsand estimates on parameters availablewhen the parent
companyfinancialstatements were prepared. Existingcircumstancesand assumptionsabout future
developments, however, may changedue to market changesor circumstancesarising that are

beyondthe control of the Company. Suchchangesare reflected inthe assumptionswhen they
occur

Judgments, keyassumptions concerningthe future, and other key sourcesof estimation uncertainty
atthe end of the reporting period, that havea significantrisk of causinga materialadjustment to
the carryingamounts of assetsand liabilities within the next reporting period are consistentwith
those applied in the most recentannualparent company financial statements, except for those that
relate to the adoption of PFR36.

Judgments

In the process of applying the Company's accounting policies, management has made judgments
apartfrom those involving estimations which have the mostsignificant effect on the amounts
recognized in the parent company financialstatements.

Classification offinancial instruments

The Company exercisesjudgment in classifying a financialinstrument, or its component parts, on

initial recognitionaseithera financialasset,afinancialliability or an equity instrumentin
accordancavith the substanceof the contractualarrangementandthe definition of afinancial

asset,afinancialliability or anequityinstrument. Thesubstanceof a financialinstrument, rather
than its legalform, governs its classification in the parent company balance sheet.

Contractual cashflows assessment
Foreachfinancialasset, the Companyassesseghe contractualterms to identify whether the
instrument is consistentwith the concept of SolelyPaymentsof Principaland Interest(SPPI).

Principal for the purposeof this test is defined asthe fair value of the financialasset at initial

recognition and may change over the life of the financialasset(for example, if there are repayments
of principalor amortization of the premium/discount).
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The most significant elements ofinterest within a lending arrangementare typically the
consideration forthe time value of moneyand credit risk. To makethe SPPlassessmentthe
Companyappliesjudgment and considersrelevant factors suchasthe currency in which the
financialasset is denominated, andthe period for which the interest rate isset.

In contrast, contractualterms that introduce a more than de minimis exposureto risksor volatility
in the contractualcash flows that are unrelatedto a basiclending arrangement do not give riseto
contractualcash flows that are solely paymentsof principaland interest onthe amount outstanding
Insuchcases the financialasset isrequired to be measured at FVTPL.

Evaluation of businessmodel in managingfinancial instruments

The Companydetermines its businessmodel atthe levelthat best reflects how it managesgroups of
financialassetsto achieveits businessobjective. The Company's businessmodel is not assessedn
an instrument-by-instrument basis,but ata higher level of aggregatedportfolios andis basedon
observabldactorssuchas:

B Howthe performance of the businessmodel andthefinancial assetsheld within that business
modelare evaluated and reported to the entity's key management personnel;
Therisksthat affectthe performanceof the businessmodel(and the financialassetsheldwithin
that businessmodel) and, in particular, the waythose risks are managed;and

Theexpected frequency, value andtiming of salesare alsoimportant aspectsof the Company's
assessment

The business modelassessment is based on reasonably expected scenarios without taking ‘'worst
case or 'stress case scenariosinto account. If cashflows after initial recognitionare realizedin a
way that isdifferent from the Company's original expectations, the Company does not change the
classificationof the remaining financial assetsheld in that businessmodel, but incorporates such
information when assessingiewly originated or newly purchasedfinancialassets going forward.

EstimationUncertaint

The key assumptions concerning the future and other key sources of estimation uncertainty atthe
reporting date, that have a significant risk of causinga materialadjustment to the carryingamounts
of assetsand liabilities within the next financialyear are discussedfollow:

Estimating allowance for impairment losseson investments in and advances

Investments and advancesare reviewed for impairment whenever events or changesin
circumstancesindicate that the carryingamount may not be recoverable. Therewere no
impairment indicators in 2019 and 2018 based on management's assessment. The carrying amounts
of the investments and advancesamounted to P81.6billion and P70.8billion as of December31,

2019and 2018, respectively(see Notes 7 and 8).

Measurement of expected credit lossesunder PFR®, applicable in 2019 and 2018

ECLsre derivedfrom unbiasedand probability-weighted estimates of expectedloss,and are

measured asfollows:
Financialassetsthat are not credit-impaired at the reporting date: asthe presentva\lueof a\\
cashshortfalls over the expected life of the financial assetdiscounted by the effective interest
rate. The cashshortfallis the difference between the cashflows due to the Companyin
accordancevith the contractand the cashflowsthat the Companyexpectdo receive.
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e Financial assetsthat are credit-impaired at the reporting date: asthe d\fference betweerxthe
grosscarryingamount andthe presentvalue of estimated future cashflows discounted by the
EIR
Undrawn /oan comm/tments; asthe presentvalue of the difference between the contractual
cashflows that are dueto the Companyif the commitment is drawn down andthe cashflows
that the Company expectsto receive.

FFnanc/aguarantee contracts;asthe expected paymentsto reimburse the holder lessany
amounts that the Company expects to recover.

The Company leverages existing risk management indicators(e.g. internalcredit risk classification
and restructuring triggers), credit risk rating changesand reasonableand supportable information

which allowsthe Companyto identify whether the credit risk of financialassets hassignificantly
increased.

Inputs, assumptionsand estimation techniques

The ECLis measured on either a 12-month or lifetime basis depending on whether a significant
increase in credit risk has occurred since initialrecognition or whether an asset isconsidered to be
credit-impaired. Expectedcredit lossesare the discounted product of the Probability of Default

IPD),LossGivenDefault(LGD), and Exposureat Default(EAD), defined asfollows:

¢ Probabilityofdefault
ThePDrepresentsthe likelihood of a borrower defaulting on its financialobligation, either over
the next 12 months, or over the remaining life of the obligation. PDestimatesare estimatesat a
certain date, which are calculated basedon statisticalrating models, and assessedising rating
tools tailored to the various categoriesof counterparties and exposures. Thesestatistical
models are basedon internally compiled data comprising both quantitative and qualitative
factors. Where it is available, market data mayalso be usedto derive the PDfor large corporate
counterparties. If acounterparty or exposure migrates between rating classesthen thiswilllead
to a changein the estimate of the associatedPD.PDsare estimated consideringthe contractual
maturities of exposures. The 12-months and lifetime PDrepresentthe expected point-in-time
probability of a default overthe next 12 months and remaining lifetime of the financial

instrument, respectively, basedon conditionsexisting atthe reporting date and future economic
conditionsthat affect credit risk.

8 Lossgiven default
LGDrepresentsthe Company'sexpectation of the extent of losson a defaulted exposure,taking
into account the mitigating effect of collateral, its expected value when realized and the time

value of money. LGDvaries bytype of counterparty, type of seniority of claim and availability of
collateralor other credit support. LGDis expressed as a percentage loss per unit of EAD.

B Exposure atdefault

EADis based on the amounts the Company expects to be owed atthe time of default, over the
next 12 months or overthe remaining lifetime.

The ECLis determined by projecting the PD,LGD,and EAD for each future month and for each
individualexposure or collective segment. Thesethree components are multiplied together and
adjustedfor the likelihood of survival(i.e. the exposure hasnot prepaid or defaulted in an earlier
month). Thiseffectively calculatesan EClfor eachfuture month, which isthen discounted backto
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the reporting date and summed. The discount rate used in the ECLcalculation is the originalEIR or
an approximation thereof.

The lifetime PDis developed by applying a maturity profile to the current 12-month PD. The
maturity profile looks at how defaults develop on a portfolio from the point of initialrecognition
throughout the lifetime ofthe loans. The maturity profile is basedon historicalobserved data andis
assumedto be the sameacrossallassetswithin a portfolio and creditgrade band. Thisissupported
by historicalanalysis. The 12-month and lifetime EADSre determined basedon the expected
payment profile, which varies by customer segment.

The 12-month and lifetime LGDsare determined basedon the factorswhich impactthe recoveries
made postdefault. LGDsare typically setat product leveldue to the limited differentiation in
recoveriesachievedacrossdifferent borrowers. TheseLGD'sare influenced by collection strategies
including contracted debt salesand price

The assumptionsunderlying the EClcalculation suchas how the maturity profile of the PDsand how
collateralvalues changeare monitored and reviewed on a quarterly basis.

Simplified approachfor trade receivablesunder PFR®, applicablein 2019 and 2018

The Companyusesa provision matrix to calculate ECL$or trade receivables. The provision ratesare
based on days past due for various customer segments that have similar loss patterns(i.e., by
customertype and rating, and coverageby letters of credit).

The provision matrix is initially basedon the Company'shistoricalobserved default rates. The
Companywillcalibrate the matrixto adjustthe historicalcredit lossexperiencewith forward-looking
information. Forinstance, if forecasteconomic conditions(i.e., gross domestic product) are
expectedto deteriorate overthe nextyearwhich canlead to an increasednumber of defaults in the
industrialsegment, the historicaldefault rates are adjusted. At every reporting date, the historical
observeddefault rates are updated and changesin the forward-looking estimates are analyzed.

The assessmentof the correlation between historical observeddefault rates, forecasteconomic
conditions and ECL$s a significantestimate. The amount of ECL$s sensitiveto changesin
circumstances and of forecast economic conditions. The Company's historical credit lossexperience

andforecast of economic conditions may alsonot be representative of customer's actualdefault in
the future.

There have been no significant changesin estimation techniques or significantassumptionsmade
during the reporting period.

Incorporation offorward-looking inJ:ormation under PFRS®, applicable in 2019 and 2018
The Companyincorporatesforward-looking information into both its assessmentof whether the

credit risk of aninstrument hasincreasedsignificantly sinceits initialrecognition and its
measurementof ECL.

The basecaserepresentsamost-likely outcome and is aligned with information used by the
Company for other purposes such asstrategic planning and budgeting. The other scenarios
represent more optimistic and more pessimisticoutcomes. Periodicallythe Companycarriesout
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stresstesting of more extreme shocksto calibrate its determination of these other representative
scenarios.

TheCompany hasidentified and documented key drivers of credit risk and credit lossesof each
portfolio of financialinstruments and, using an analysisof historicaldata, hasestimated
relationships between macro-economicvariables and credit risk and credit losses.

Themacro-economicvariables include the following key indicatorsfor the Philippines:inflation
rates, grossdomestic product growth and net personalincome growth.

Predictedrelationship betweenthe keyindicatorsand default and lossrates on various portfolios of
financialassets have been developedbasedon analyzinghistoricaldata overthe past5years. The
methodologiesand assumptionsincluding any forecastsof future economic conditions are reviewed
regularly.

The Company hasnotidentified any uncertain event that it hasassessedo be relevant to the risk of

default occurring but where it is not ableto estimate the impact on ECLdueto lack of reasonable
and supportable information.

An increase in the Company's allowance for ECLof trade and other receivables willincrease the
Group's recorded expensesand decreasecurrent assets. As of December31, 2019and 2018,the
Company has no allowance for ECL.Trade and other receivables amounted to P1.3billion asof
December 31, 2019 and 2018(see Note 5).

Assessimg impairment of nonfinancial assets

TheCompany assessesvhether there are any indicators of impairment for nonfinancialassets at
eachreporting date. Thesenonfinancialassets(property andequipment, other current assets,
computer software development costsand other noncurrent assets)are tested for impairment
when there are indicatorsthat the carryingamounts maynot be recoverable

Determiningthe recoverableamount of these assets,which require the determination of future
cashflows expectedto begenerated from the continued useand ultimate disposition of suchassets,
requiresthe Companyto makeestimatesand assumptionsthat can materially affect its parent
company financial statements. Futureevents could causethe Companyto concludethat the
property and equipment, other current assets,computer software development costsand other
noncurrent assetsare impaired. Any resulting impairment loss could have a materialadverse

impact on the parent company balance sheetsand parent companystatements of income. The
aggregatecarrying values of these assetsasof December3lare asfollows:

2019 2018
Property and equipment(see Note ll) P369,087,342 P263,343,459
Other current assets(seeNote 6) 1,170,652,426 1,070,325,529
Computer software development costs 12,113,107 11,022,155
Other noncurrent assets 95,214,577 137,804,173

P1,647,067,452 P1,482,495,316
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Recognition of deferred income tax assets

The Company reviews the carrying amounts of deferred income tax assets at each reporting date
and reducedto the extent that it is no longer probablethat sufficient taxable profit willbe available
to allow allor partof the deferred income tax assetsto be utilized. The Company has deferred
income tax assetsamounting to P46.3million and P67.3million as of December31,2019, and 2018,
respectively (see Note 19).

The Companydid not recognizedeferred income tax assetson NOLCQn 2019 and 2018amounting
to P2.9billion and P3.6 billion, respectively,andon MCITin 2019and 2018 amounting to
P78.5million and P70.3million, respectively (see Note 19).

Fair value offinancial instruments

When the fair values of financialassets and financialliabilities recorded in the parent company
balance sheet cannot be measured basedon quoted prices in active markets, their fair value is
measured usingvaluation techniques including the discounted cash flow model. The inputs to these
models are taken from observable markets where possible, but where this is not feasible, a degree
of judgement is required in establishingfair values. Judgementsinclude considerationsof inputs
such as liquidity risk, credit risk and volatility. Changesin assumptions about these factors could
affect the reported fair value of financialinstruments. SeeNote 21for further disclosures.

Legalcontingencies

Theestimate of probable costsfor the resolution of possibleclaims hasbeen developed in
consultation with outside counsel handling the Company's defense in these matters and is based
upon ananalysisof potentialresults. No provision for probable lossesarising from legal

contingencieswas recognizedin the parent companyfinancialstatements as of December31, 2019
and 2018.

Cashand Cash Equivalents

2019 2018
Caslon handandin banks P212,244,148 P322,526,758
Short-term deposits 1,627,946,080 5,350,587,371

P1,840,190,228 P5,673,114,129

Cashin banksearn interest at floating rates basedon daily bank deposit rates. Short-term deposits
are made for varying periods depending on the immediate cash requirements of the Company, and
earn interest atthe respectiveshort-term deposit rates. Interest income earnedon cashand cash

equivalents amounted to P167.4 million in 2019, P386.Imillion in 2018 and P325.9 million in 2017.
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5. Trade and Other Receivables

2019 2018
Tradereceivables(see Note |O) P690,487,591 P471,261,176
Duefrom affiliates(see Note 10) 1,197,620,000 1,359,960,000
Interestreceivable(see Notes 4 and i01 10,775,929 27,190,980
Recoverabl@eposits 4,308,825 3,548,825
Dividends receivable from asubsidiary 4,031,856
Others 8,390,834 9,843,110

1,911,583,179 1,875,835,947

Lessnoncurrent portion of due from affiliates
jsee Note 10) 590,000,000 600,000,000

P1,321,583,179 PI,275,835,947
Trade receivables are non-interest bearing and are normally on 30-60 days' term. Accounts due

from affiliates are interest-bearing and either on-demand or long-term advancesextended by the
Company. Other receivablesmainly represent unsettled claimsdue from variousthird parties.

6. Other Current Assets

2019 2018
Prepaid income tax P1,155,277,309 P1,050,415,057
Input VAT 10,032,618 3,511,582
Prepaid expenses 5,342,499 16,398,890

P1,170,652,426 P1,070,325,529

7. Investments in Subsidiaries

Percentageof Ownership

2019 2018

Natureof Business Direct Indirect Direct Indirect
AEVProperties, Inc. (API)+ RealEstate 100.00 100.0c
AEV InternationalPte. Ltd(AEV Internationale +* Holding 100.00 100.0c
Archipelago Insurance Pte. Ltd(AIPL)++ Insurance 100.00 100.0c
AboitizLand,Inc.(AboitizLand) RealEstate 100.00 100.0c
Propriedaddel Norte,Inc. RealEstate 100.00 100.00
Pilmico Foods Corporation(PILMICO) Food Manufacturing 100.00 100.0c
CebuPraedia Development Corporation (CPDC)+*+  RealEstate 100.00 100.00
Aboitiz PowerCorporation(AP) Power 76.98 76.98
AEVAviation, Inc. (AVI)++* Service 7331 26.69 73.3] 26.69
Apo Agua Infrastructure, Inc. (Apo Aqua)+ Supplyof Treated

BulkWater 21.76 47.78 21.76 47.78

Aboitiz Infracapital, Inc. (Aboitiz Infracapital) Infrastructure 100.00 - 100.00
Weather Solutions, Inc.(WSI)*** Services 100.00 - 100.00
Therma BatangasGas, Inc.(TBGI) 100.00

'pPNo commercial operations.
‘p+incorporated in Singapore. All other companies areincorporated in the Philippines.

+The 2019 and 2018$nancial statements of these subsidiaries were audited by other independent auditors
All other companies were audited by the principal auditors.
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The details of the Company'sinvestments in subsidiariesare asfollows

2019 2018
AP P11,393,072,837 P11,393,072,837
AEVInternational 14,672,456,163 7,974,627,703
AboitizLand 8,615,000,000 5,991,000,000
PILMICO 1,658,885,002 1,658,885,002
CPDC 1,276,546,023 1,266,546,023

Aboitiz Infracapital 2,000,000,000 774,720,000
Propriedad del Norte "¢ 650,000,000 650,000,000
AVI 450,202,134 464,867,000
ApoAgua 104,750,100 104,750,100
API 25,000,000 25,000,000
AIPL 21,739,130 21,739,130
WSl 10,000,000 2,500,000
TBGI 25,020,000

40,902,671,389  30,327,707,795
(25,690,955) 125,758,999)
P40,876,980,434 P30,301,948,796

Advancesfrom subsidiaries

Capital infusionto AEVInternational
Onvarious datesin 2019 and 2018,the Companymade additionalcapitalinfusions to AEV
Internationalamountingto P6.7billioneachyear.

Capital infusionto AboitizLand

Onvarious datesin 2019,the Company infusedadditionalcapitalamounting to P2.6 billion to
AboitizLand.

Capital infusion to CPDC
On December 11, 2019, the Company infused additionalcapitalamounting to PIO million to CPDC

Capitalinfusion to Aboltiz Infracapital
In2019 and 2018,the Companyinfused capitalto Aboitiz Infracapitalamounting to P1.2billion and

P103.7million, respectively. Aboitiz Infracapitalis the Group's investment vehicle for allfuture
infrastructure-relatednvestments.

Redemption of preferred shares
OnMarch 21, 2019 and January22, 2018,AVI redeemed portions of its preferred sharesamounting
to P14.5million and P220.3 million, respectively.

Capitalinfusionto WSI
In 2019, the Companyinfused capitalto WSlamounting to P7.5 million

Capital infusion to TBGI
Onvarious datesin 2019,the Companyinfused capitalamounting to P25 million to TBGI
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Sale of PETNET in 2018

On February 9, 2018, AEV signed a Share Purchase Agreement for the sale of its 51% stake in
PETNET to City Savings Bank, Inc. (CitySavings) and Union Properties, Inc. (UPI). CitySavings and UPI
are 99.77% and 100% owned by Union Bank of the Philippines (UBP), respectively. UnionBank is a
banking associate of AEV. The sale and the resulting consolidation of all of AEV’s existing interests in
banking and financial services will unlock shareholder value from the synergies between the core
businesses of CitySavings and PETNET.

This acquisition by CitySavings and UP| was payable in cash, and required both approvals of the
Philippine Competition Commission (PCC) and the Bangko Sentral ng Pilipinas (BSP). On
May 8, 2018, the PCC granted its approval.

After securing the BSP approval on December 12, 2018, the parties signed on December 17, 2018
the Deeds of Absolute Sale setting forth the final terms and conditions of the sale, including the
total consideration of B1.2 billion. A gain on sale of investment in PETNET amounting to

2166.9 million was reported in the parent company statement of income.

Investments in Associates and a Joint Venture

Percentage of Ownership

Nature of Business** 2019 2018
AEV CRH Holdings, Inc. (AEV CRH) Holding 60.00 60.00
Cebu District Property Enterprise, Inc. (CDPEI)* Real Estate 50.00 50.00
UBP Banking 49.34 49.36
CRH Aboitiz Holdings, Inc. (CRH Aboitiz) Holding 45.00 45.00
Singapore Life (Philippines) Inc. (SLPI) Insurance 15.00 -

* The Company owns 50% of the non-voting, participating and non-cumulative preferred shares of CDPEI.
** All companies are incorporated in the Philippines.

The details of the Company’s investments in and advances to associates and a joint venture are as
follows:

2019 2018
AEV CRH R23,573,714,090 R23,573,714,090
UBP 15,426,506,118 15,426,506,118
CDPEI 1,350,000,000  1,350,000,000
CRH ABOITIZ 169,056,131 169,056,131
SLPI 195,000,000 -

R40,714,276,339 £40,519,276,339

Investment in AEV CRH and CRH ABOITIZ

The Company holds 60% of the equity shares of AEV CRH. Management assessed that since the
Company does not have the ability to direct the relevant activities which most significantly affect the
returns of the subsidiaries of AEV CRH, it cannot consolidate AEV CRH group. This is a result of the
contractual arrangements that give the other partner the power to direct the relevant non-
nationalized activities of these companies. Consequently, the Company recognizes AEV CRH as an
associate that is accounted for using the equity method in the consolidated financial statements of
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the Company. AEV owns 45% of the outstanding shares of CRH ABOITIZ, and likewise treats it as an
investment in an associate.

Acquisition of UBP shares
In 2" quarter of 2019, 0.46 million shares were issued under UBP employee stock plan decreasing
its ownership in UBP from 49.36% in 2018 to 49.34% in 2019.

In September 2018, the Company purchased, through stock rights offer, 80.8 million shares at
£62.97 per share in UBP for a total consideration of B5.1 billion. Additional shares were acquired at
various dates in 2018 for 3.2 million shares for a total consideration of 2289.9 million. As a result, its
ownership in UBP increased from 48.83% in 2017 to 49.36% in 2018.

The fair value of the investment in UBP for which there is a published price quotation amounted to
£34.7billion and B38.4 billion as of December 31, 2019 and 2018, respectively.

Investment in SLPI

In December 2019, the company purchased secondary shares from Singapore Life Pte Ltd and Di-
Firm Capital Pte Ltd, a total of 1.95 million shares at R100 per share in Singapore Life (Philippines)
Inc. for a total consideration of R195 million.

Accounts Payable and Accrued Expenses

2019 2018
Accrued expenses £295,035,888 £69,016,069
Accrued interest (see Note 12) 203,890,567 194,259,588
Withholding taxes payable 41,683,104 32,592,206
VAT output payable 19,305,474 30,571,073
Others 1,973,866 1,526,949

P561,888,899 £327,965,885

Accrued expenses include payroll, travel and transportation expenses and subscription liabilities.

10.

Related Party Disclosures

Parties are considered to be related if one party has the ability to control, directly or indirectly, the
other party or exercise significant influence over the other party in making financial and operating
decisions. Parties are also considered to be related if they are subject to common control or
common significant influence. Related parties may be individuals or corporate entities.

In the normal course of business, the Company enters into transactions with related parties,
principally consisting of the following:

a. Interest-bearing short-term and long-term advances granted to certain affiliates. Annual

interest rates, which are determined on arm’s length basis, range from 2.68% - 6.43% in 2019,
2.62% - 6.43% in 2018, and 2.50% - 6.43% in 2017.
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b. Management and other professional and technical fees charged to related parties at arm’s
length basis.

c. Rentals paid at current market rates to CPDC for the use of CPDC'’s properties by the Company’s
officers and employees.

d. Aviation service fees paid at an arm’s length basis to AVI for the use of aircraft during travel of
the Company’s officers and employees.

e. Cash deposits and money market placements with UBP. At prevailing rates, these fixed-rate
investments earned interest income amounting to 248.3 million, 2146.9 million and
£90.2 million in 2019, 2018 and 2017, respectively. Outstanding balances amounted to
£2247.4 million and 2.8 billion as of December 31, 2019 and 2018, respectively.

The above transactions are settled in cash.

The parent company balance sheets and statements of income include the following accounts
resulting from these related party transactions (amounts in thousands):

Due from Affiliates

Interest Income Outstanding Balance
2019 2018 2017 2019 2018 Terms Conditions
Subsidiaries
Davao Light & Power On demand; Unsecured;
Corporation (DLP) R- P— £49,519 B- P interest-bearing no impairment
Payable in 7 years; Unsecured;
CPDC 2,197 5,914 18,352 - 70,000 interest-bearing no impairment
Payable in 5 years; Unsecured;
PFC 18,907 18,907 5,284 290,000 290,000 interest-bearing no impairment
Payable in 5 years; Unsecured;
Advent Energy, Inc. 16,539 12,937 6,125 300,000 300,000 interest-bearing no impairment
On demand; Unsecured;
Therma Power, Inc. 20,054 9,452 - 607,620 630,960 interest-bearing no impairment
Cotabato Light & Power On demand; Unsecured;
Corporation (CLP) - - 1,122 - - interest-bearing no impairment
On demand; Unsecured;
Apo Agua - 14,849 - - - interest-bearing no impairment
Co-subsidiary
On demand; Unsecured;
Aboitiz Construction, Inc. 682 2,889 1,426 - 69,000 interest-bearing no impairment
P58,379 P64,948 P81,828 1,197,620 P1,359,960
Revenues - Management, Professional and Technical Fees
Revenue Accounts Receivable (Payable)
2019 2018 2017 2019 2018 Terms Conditions
Parent Company
Unsecured; no
ACO R11,274 210,536 210,867 R245,619 R126 30-day; interest-free impairment
Subsidiaries
Unsecured; no
PILMICO 340,215 349,441 286,536 44,000 1,437 30-day; interest-free impairment
Unsecured; no
Visayan Electric Co., Inc. 102,356 129,548 103,876 74,817 78,899 30-day; interest-free impairment
Unsecured; no
AP 81,290 55,310 88,603 3,281 5,859 30-day; interest-free impairment
Unsecured; no
DLP 85,482 50,699 35,599 11,739 2,142 30-day; interest-free impairment

(Forward)
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Revenue Accounts Receivable (Payable)

2019 2018 2017 2019 2018 Terms Conditions

Unsecured; no

AboitizLand, Inc. PR61,524 P49,456 28,812 P4,624 P16,395 30-day; interest-free impairment

Unsecured; no

Therma Visayas, Inc. 31,829 16,972 21,827 18,473 3,382 30-day; interest-free impairment

Unsecured; no

Therma South, Inc. 35,036 29,479 22,579 19,783 1,692 30-day; interest-free impairment

Unsecured; no

Therma Luzon, Inc. 57,205 47,345 5,699 18,424 7,557 30-day; interest-free impairment

Unsecured; no

Hedcor, Inc. 20,869 13,370 7,109 5,030 2,860 30-day; interest-free impairment

Pilmico Animal Nutrition Unsecured; no

Corporation 16,474 13,883 13,724 6,922 940 30-day; interest-free impairment

Unsecured; no

Aseagas - 372 2,391 397 397 30-day; interest-free impairment

Unsecured; no

Hedcor Sibulan, Inc. 3,257 8,171 3,449 1,394 2,770 30-day; interest-free impairment

Unsecured; no

Therma Mobile, Inc. 8,926 7,075 3,852 891 130 30-day; interest-free impairment

Unsecured; no

Therma Marine, Inc. 19,408 17,641 7,908 6,418 2,904 30-day; interest-free impairment

Unsecured; no

Therma Power, Inc. 1,561 1,941 1,071 567 - 30-day; interest-free impairment

Unsecured; no

PETNET - 2,554 5,061 - 1,488 30-day; interest-free impairment

Unsecured; no

AVI 3,829 2,462 2,066 510 - 30-day; interest-free impairment

Unsecured; no

AP Energy Solutions, Inc. 1,285 1,414 2,315 4 75 30-day; interest-free impairment

Unsecured; no

Apo Agua 8,009 5,759 3,145 283 3,585 30-day; interest-free impairment

Unsecured; no

Aboitiz Infracapital, Inc. 25,793 32,645 11,249 6,156 24,460 30-day; interest-free impairment

Luzon Hydro Unsecured; no

Corporation 4,106 3,330 1,947 983 289 30-day; interest-free impairment

Unsecured; no

CPDC 2,659 2,556 2,195 510 - 30-day; interest-free impairment

Unsecured; no

WSI 3,119 - - 4,752 - 30-day; interest-free impairment

Unsecured; no

Aboitiz Renewables, Inc. 1,518 1,529 2,097 98 - 30-day; interest-free impairment

Unsecured; no

AP Renewables, Inc. 33,850 30,141 1,995 (15,914) 2,724 30-day; interest-free impairment

Subic Enerzone Unsecured; no

Corporation 2 24 - 696 529 30-day; interest-free impairment

Mactan Enerzone Unsecured; no

Corporation - 15 65 213 45 30-day; interest-free impairment

Associates and Joint
Ventures

Unsecured; no

AEV CRH Holdings, Inc. - - - 3 3 30-day; interest-free impairment
Republic Cement and

Building Materials, Unsecured; no

Inc. 88,833 322,284 298,609 58,852 108,954 30-day; interest-free impairment

Republic Cement Unsecured; no

Mindanao, Inc. 18,600 75,312 69,780 11,377 25,457 30-day; interest-free impairment

Republic Cement lligan, Unsecured; no

Inc. 12,106 49,019 45,418 7,405 16,569 30-day; interest-free impairment

SN Aboitiz Power - Unsecured; no

Magat, Inc. 5,861 5,121 3,651 961 1,050 30-day; interest-free impairment

SN Aboitiz Power - Unsecured; no

Benguet, Inc. 5,848 5,414 2,025 737 1,071 30-day; interest-free Impairment

Manila-Oslo Renewable Unsecured; no

Enterprise, Inc. 4,400 2,527 2,810 350 122 30-day; interest-free impairment

Unsecured; no

UBP 11,101 1,060 981 3,227 10 30-day; interest-free impairment

Unsecured; no

Other Related Parties 89,510 73,372 59,595 12,153 7,533 30-day; interest-free impairment

1,197,135 P1,417,777 1,244,041 R555,735 £321,454




